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INTRODUCTION

In November 2021, Glass Lewis released their guideline updates for their main voting policies for 2022.
The updates will be effective from the 2022 AGM season.

Our memo summarizes the policy changes that will
be applied across the UK and Continental Europe (as '&‘“
well as some specific updates from Germany, France,
Switzerland and the Netherlands). The main changes
relate to environmental and social risk oversight,
Say on Climate, board gender and ethnic diversity,
committee composition and performance and
remuneration. Below we have sought to provide

a brief but thorough review of the main changes.

The main changes relate to
environmental and social risk
oversight, Say on Climate, board
gender and ethnic diversity,
committee composition and

performance and remuneration.
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UPDATES IN COMMON ACROSS UK & CONTINENTAL EUROPE

Board gender diversity

From 2022, the updated Glass Lewis guidelines state
that “we believe that the boards of large-cap and
mid-cap companies in the European Economic Area
should be composed of at least 30% of gender diverse
directors”.

"Where a proposed election does not align with the
applicable diversity policy, Glass Lewis will generally
recommend that shareholders vote against the re-
election of the chair of the nominating committee
(or equivalent); when director nomination decisions
are taken at full-board level, we will instead generally
recommend that shareholders vote against the
re-election of the board chair or Lead Independent
Director. In the case of a by-election, we will consider
recommending that shareholders vote against

the election of the new board nominee(s) of the
overrepresented gender.”

In addition Glass Lewis has amended the language
in these guidelines to clarify that “the Glass Lewis
assessment of board-level gender diversity is based
on the self-identification of directors and that we
consider directors that self-identify as nonbinary to
contribute to the gender diversity of a board.”

Committee Chair vote

Glass Lewis now clarify that when their guidelines
indicate a recommendation against a committee
chair, but the chair position has not been designated

or, in the case of staggered boards, where the chair
is not up for re-election. In such situations, and on a
case-by-case basis, Glass Lewis may recommend that
shareholders instead vote against the re-election of
(@) long-serving committee member(s).

Remuneration Committee performance

The new guidelines include that Glass Lewis “may
recommend that shareholders vote against the re-
election of the remuneration committee chair where
there are substantial concerns with the remuneration
policy presented for shareholder approval and/

or the pay practices outlined in the remuneration
report.” However, "in particularly egregious cases or
where there are ongoing concerns with a company's
remuneration policy or practices”, Glass Lewis will
continue to recommend that shareholders vote
against the re-election of all remuneration committee
members.

Environmental and Social risk oversight

As previously announced, from the 2022 AGM
season, Glass Lewis will “generally recommend

that shareholders vote against the re-election of

the governance committee chair (or equivalent) of
companies listed on a major European blue-chip index
that fail to provide explicit disclosure concerning the
board’s role in overseeing material environmental and
social issues.”

Overall approach to ESG

Glass Lewis expanded their discussion of
environmental, social & governance issues. They
provide additional details of their considerations
when evaluating these topics. To summarise, Glass
Lewis evaluates all environmental and social issues
through the lens of long-term shareholder value. They
believe that companies should be considering material
environmental and social factors in all aspects of
their operations and that companies should provide
shareholders with disclosures that allow them to
understand how these factors are being considered
and how attendant risks are being mitigated.

Linking executive pay to Environmental and
Social criteria

The guidelines now include an outline of their
guidance on the use of E&S metrics in the variable
incentive programmes for executive directors.

Glass Lewis does not maintain a requirement of the
inclusion of such metrics in incentive programmes
and believes companies should be afforded flexibility
of their use in either the short- or long-term incentive.
Where E&S metrics are included, Glass Lewis expects
“as with other types of metrics, robust disclosure

on the metrics selected, the rigour of performance
targets, and the determination of corresponding payout
opportunities. For qualitative E&S metrics, the company
should provide shareholders a thorough understanding
of how these metrics will be or were assessed.”
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ESG INITIATIVES - UK & CONTINENTAL EUROPE UPDATES

Glass Lewis has published a specific document covering ESG initiatives worldwide. Below we cover the aspects most relevant

to the UK & Continental Europe.

Environmental and Social risk oversight

Glass Lewis has clarified the factors they consider
when evaluating companies' board-level oversight

of ESG-related material risks. The guidelines state
that “these risks could include, but are not limited

to matters related to climate change, human capital
management, diversity, stakeholder relations, and
health, safety & environment. Beginning in 2022, for
large- and mid-cap companies and in instances where
we identify material oversight concerns, Glass Lewis
will review a company'’s overall governance practices
and identify which directors or board-level committees
have been charged with oversight of environmental
and/or social issues.” Accordingly, Glass Lewis "will
generally recommend voting against the governance
chair of a company who fails to provide explicit
disclosure concerning the board’s role in overseeing
these issues.”

In addition, the guidelines now clarify Glass Lewis’
approach to holding directors accountable for ESG-
related risks. They now state that “in situations where
we believe that a company has not properly managed
or mitigated material environmental or social risks

to the detriment of shareholder value, or when such
mismanagement has threatened shareholder value,
Glass Lewis may recommend that shareholders vote
against the members of the board who are responsible
for oversight of environmental and social risks. In the
absence of explicit board oversight of environmental
and social issues, Glass Lewis may recommend that
shareholders vote against members of the audit
committee.”

“these risks could include, but are not limited to matters related to

climate change, human capital management, diversity, stakeholder

relations, and health, safety & environment..."”

Say on Climate (board and shareholder
proposals)

Shareholder proposals

Glass Lewis “maintains concerns relating to the

Say on Climate vote on the basis of shareholders
approving a company's business strategy, particularly
given that sufficient information to fully evaluate

the plan is often not available to shareholders.
Accordingly, Glass Lewis will generally oppose
shareholder proposals requesting that companies
adopt a Say on Climate vote."”

Board proposals

When companies have adopted such a vote, and are
asking shareholders to weigh in on their climate
related strategies, Glass Lewis “will evaluate
companies' climate transition plans on a case-by-case
basis.” They will “consider companies’ disclosure

of the board's role in setting company strategy in
the context of the Say on Climate vote as well as
disclosure on how the board intends to interpret the
vote results and its engagement with shareholders
on the issue. In addition, Glass Lewis will evaluate
each climate transition plan in the context of each
companies’ unique operations and risk profile.”
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UK SPECIFIC GUIDELINE UPDATES

Board diversity (ethnicity and national origin)

From 2022, the new UK voting guidelines state that “Glass Lewis will generally
recommend against the re-election of the chair of the nomination committee at

any FTSE 100 board that has failed to appoint at least one director from a minority
ethnic group and has failed to provide clear and compelling disclosure for why it has
been unable to do so.”

Link between pay and performance

Glass Lewis has restructured the section of the guidelines for the “Link Between Pay
and Performance”, “predominantly to better clarify the key considerations that we
take into account when analysing shareholder votes on a company’s remuneration
policy and the remuneration report.”

The guidelines covering remuneration report votes have been significantly
expanded. They state that “in cases where our analysis reveals remuneration
practices or disclosure in significant need of reform, we will generally recommend
that shareholders vote against the remuneration report.” Specifically, “such
instances include evidence of a pattern of poor pay-for-performance practices,

unclear or questionable disclosure regarding the overall remuneration structure (e.g.

limited information regarding benchmarking processes, limited rationale for bonus
performance metrics and targets, etc.), questionable adjustments to certain aspects
of policy implementation and/or outcomes (e.qg. limited rationale for significant
changes to performance targets or metrics, the payout of guaranteed bonuses or
sizeable retention grants, etc.) and/or other egregious remuneration practices.”
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CONTINENTAL EUROPE GUIDELINE UPDATES

Standards for assessing the Audit Committee

Glass Lewis has updated their guidelines for the assessment of the Audit Committee.
From 2022, the guidelines state that “in European countries where the applicable
local governance code calls for the representation of financial/auditing experience
on the audit committee, we may recommend that shareholders vote against the
re-election of the audit committee chair and/or other committee members standing
for re-election when we have been unable to determine the representation of such
expertise through the director biographies and disclosure provided by a company.”
The quidelines state that in all European companies they are “more likely to
recommend voting against committee members when there are indications of poor
accounting oversight and we are unable to determine that sufficient expertise is
represented on the committee.”

Ratification of Board, Management, and Auditors' Acts

Glass Lewis updated this section of the guidelines to clarify their expectation

that, “where possible in an individual market, shareholders be provided with the
opportunity to vote on the ratification of directors on an individual basis when
there are known shareholder concerns regarding the performance of (an) individual
director(s) in the fiscal year under review.” Additionally they state that “where
substantial concerns regarding the performance of (an) individual director(s) exist
and shareholders are not provided with individual ratification votes, Glass Lewis will
generally recommend that shareholders vote against/abstain from voting on the en
bloc ratification proposal.”
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We have focused on updates relevant to larger companies (i.e. excluding Middlenext
Code-related updates).

Remuneration Report vote

These guidelines were updated to clarify that “we may recommend that
shareholders vote against the remuneration report if executives' remuneration
has one or multiple severe ongoing issues such as structural shortcomings, lack
of disclosure of key features of the remuneration structure, and/or significant
shareholder opposition that has not been addressed by the company for multiple
years."

Director attendance records

The quidelines now specify that Glass Lewis expects companies to disclose “the
individualised attendance records of directors at board and committee meetings.
Where a company listed on the SBF120 index fails to ensure that clear, individualised
director attendance records are disclosed, we will generally recommend that
shareholders vote against the re-election of the governance committee chair (or
equivalent).”

Compliance with a Corporate Governance Code

The quidelines now state that Glass Lewis expects SBF 120 companies “to refer to

a corporate governance code. From 2022 we will begin to note as a concern when
SBF120 companies have elected not to refer to a corporate governance code and,
from 2023, we may recommend that shareholders vote against the re-election of the
governance committee chair (or equivalent) of such companies unless a compelling
rationale has been provided for why the company has elected not to refer to a
corporate governance code.”

Separation of the roles of Board Chair and CEO

Glass Lewis guidelines now clarify their expectations when the roles of chair and
CEO are combined, stating: “We have specified that we may recommend voting
against the nominating committee chair when the chair and CEO roles are combined
if the board has failed to appoint an independent lead director or adopted other
countervailing board leadership structures.”

Mandatory Director retirement provisions

These guidelines were updated in line with Glass Lewis' Continental Europe Policy
Guidelines to “outline our expectation that when boards elect to establish age or
term limits deviating from the standard legal provisions, such limits should apply
equally to all directors. If a company seeks to introduce or amend an age limit for
a specific board role or a designated restricted group of directors and/or corporate
officers, Glass Lewis will consider recommending shareholders vote against the
related article amendment, unless compelling rationale is provided.”
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GERMANY SPECIFIC GUIDELINE UPDATES

Classified Supervisory Board and term lengths

The guidelines now outline their expectation, “in line with evolving market practice
in Germany, that large companies propose the election or re-election of supervisory
board members for terms shorter than the maximum five-year term permissible
under German law". Glass Lewis states that “where a DAX company is proposing
supervisory board elections for five-year terms without providing compelling
rationale for doing so, we will generally recommend that shareholders vote against
the re-election of the nominating committee chair. Where an MDAX company is
proposing the same without compelling rationale, we will note a concern and may
recommend that shareholders vote against the re-election of the nominating
committee chair should we have further concerns with the composition or
performance of the nominating committee.”

Board gender diversity

These guidelines were updated to clarify “our expectation, as previously announced,
that the supervisory boards of all DAX and MDAX companies be composed of at least
30% of gender diverse directors by the 2022 annual general meeting” (as stated in
the ). We have introduced a new sub-section to outline the new law on management
board gender diversity. [...] Given the consequences of board seats initially remaining
empty if companies subject to the 30% quota fail to comply with the legislation,
Glass Lewis may recommend voting against the nominating committee chair if
forthcoming elections appear to contravene the gender quota provisions and no
compelling justification is provided.”

Management Board Remuneration Report

Glass Lewis has updated these guidelines to clarify their belief that “shareholders
are best served when companies disclose the remuneration that was earned by

— rather than paid out to — management board members in the fiscal year under
review. Where a company is unable or unwilling to disclose the remuneration earned
by management board members in the past year, we believe that shareholders can
reasonably expect the company to provide rationale for this and an estimate of the
target achievement for earned amounts.”

Furthermore, the guidelines state that “we expect clear disclosure of the amount of
individual annual pension contributions for management board members and of the
treatment of outstanding long-term awards upon a management board member's
termination. Here, we have also stipulated that we may recommend a vote against
the remuneration report if excessive and/or egregious termination payments are
allocated, especially where compounding concerns are present.”

Management Board Remuneration Policy

The updated guidelines on the Management board remuneration policy now stipulate
that “we expect the relative weight of fixed and short-term pay elements not to
exceed the weight of long-term elements without a cogent rationale, in line with
Kodex recommendations. Further, we have clarified our expectation that severance
agreements are capped at no more than twice the management board member's
annual remuneration and take into account any additional potential payments under
a non-competition clause, in line with Kodex recommendations.”
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SWITZERLAND SPECIFIC GUIDELINE UPDATES

Board Committees

Glass Lewis has updated these guidelines to clarify that in Switzerland “where a
board decides not to constitute an audit or nominating committee due to the limited
number of board members, we expect companies to explicitly address and justify this
choice. Further we have clarified that, in such case, we would assess the composition
of the board as a whole against the criteria normally considered for the assessment
of the composition of the committee in question.”

Best Practice Remuneration Disclosure

The updated guidelines specify that, “while we recognise that full individual
disclosure of remuneration for all executive directors is not mandated by Swiss law,
we expect companies to disclose, at a minimum, the amount of any special payments
allocated to individual executives outside the regular incentive system.” Additionally,
the guidelines state “we have outlined our belief that disclosure of the value of both
granted and vested long-term awards would better align with international best
practice.”

NETHERLANDS SPECIFIC GUIDELINE UPDATES

Board gender diversity

Glass Lewis has updated these guidelines to clarify their expectation that the boards
of all AEX and AMX companies be composed of at least 30% of gender diverse
directors (in line with their European guideline). Furthermore, they state “we have
clarified that we expect all companies that are making use of one of the exceptions
in the new gender quota in the Netherlands to provide compelling rationale for

why they are proposing that the least-represented gender will not account for

at least one-third of board positions. Should a company fail to comply with the
aforementioned, we will generally recommend that shareholders vote against the
re-election of the nominating committee chair (or equivalent) or a new nominee to
the board, as appropriate.
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CONTACT

Daniele Vitale

Head of Governance
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daniele.vitale@georgeson.com

Georgeson

About Georgeson — a Computershare company

Established in 1935, Georgeson is the world's foremost provider of strategic shareholder services to corporations and shareholder
groups working to influence corporate strategy. We offer unsurpassed advice and representation for annual meetings, mergers and
acquisitions, proxy contests and other extraordinary transactions. Our core proxy expertise is enhanced with and complemented
by our strategic consulting services, including solicitation strategy, shareholder identification, corporate governance analysis, vote
projections and insight into investor ownership and voting profiles. Our local presence and global footprint allow us to analyze and
mitigate operational risk associated with various corporate actions worldwide.

For more information, visit www.georgeson.com
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