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These guidelines are part of the BlackRock Investment Stewardship (BIS) Benchmark Policies! and should
be read in conjunction with the BIS Global Principles.

Introduction

As part of our fiduciary duty to our clients, we consider it one of our responsibilities to promote sound
corporate governance as an informed, engaged shareholder on their behalf. BlackRock Investment
Stewardship (BIS) is a dedicated function within BlackRock, which is responsible for engaging with public
companies on behalf of index strategies. Investment Stewardship is one of the ways we fulfill our fiduciary
responsibilities as an asset manager to our clients. Our sole objective when conducting our stewardship
program is to advance our clients’ long-term financial interests.

Our policies for Hong Kong are based on the Companies Ordinance, the Listing Rules of the Hong Kong
Stock Exchange (the Exchange), particularly its Chapter 13 Continuing Obligations, Chapter 14 Notifiable
Transactions, Chapter 14A Connected Transactions, Appendix 14 Corporate Governance Code and
Appendix 27 Environmental, Social, and Governance Reporting Guide, and the Codes on Takeovers and
Mergers and Share Buy-backs by the Securities and Futures Commission. These all have in common the
principles of accountability, transparency, fairness and responsibility.

Our approach to voting and corporate engagement is also informed by guidance on exercising ownership
responsibilities issued by organizations such as the United Nations (the Principles of Responsible
Investment) and the International Corporate Governance Network. We are actively involved in these and a
number of other regional and global organizations and believe our principles are consistent with their
guidance.

“Comply or explain” approach

Appendix 14 Corporate Governance Code of the Listing Rules (the Code) sets out the principles of good
corporate governance, and three levels of recommendations: 1) mandatory disclosure requirements; 2)
code provisions; and 3) recommended best practices. The code provisions are implemented on a comply-
or-explain basis. The Code allows companies to choose to not adopt the Code provisions as long as a
cogent explanation has been provided for the non-compliance with the particular practice. BlackRock
looks for companies that do not follow code provisions to provide explicit justification of any deviation by
explaining how these serve the interests of the company’s shareholders. Recommended best practices
are only for guidance. BlackRock encourages companies to aim for higher standards than merely
complying with what is required.

Key themes

These guidelines will be used to assist BlackRock in assessing proposals presented at shareholder
meetings. When assessing any proposal put to shareholders, BlackRock takes into account the unique
circumstances of the relevant company and our assessment of the impact of such a proposal on the
sustainable growth of the company. We aim to engage with management or members of the board, as
appropriate, on contentious and high profile issues before determining how to vote.

1 BIS’ Benchmark Policies, and the vote decisions made consistent with these policies, take a financial materiality-based approach
and are focused solely on advancing clients' financial interests. BIS’ Benchmark Policies - comprised of the BIS Global Principles,
regional voting guidelines, and engagement priorities — provide clients, companies, and others, guidance on our position on
common corporate governance matters. We take a globally consistent approach, while recognizing the unique markets and sectors
in which companies operate. Other materials on the BIS website might also provide useful context.
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These guidelines are divided into nine key themes as follows:
e Boards and directors
e Auditors and audit-related issues
e Capital management
o Capital structure, mergers, asset sales, related-party and other special transactions
e Compensation and benefits
e Material sustainability-related risks and opportunities
e Shareholder proposals
e Other corporate governance matters

e Voting Choice

Boards and directors

We view it as good practice when the board establishes and maintains a framework of robust and effective
governance mechanisms to support its oversight of the company’s strategy and operations consistent
with the long-term economic interests of investors. There should be clear descriptions of the role of the
board and the committees of the board and how directors engage with and oversee management.
Disclosure of material risks that may affect a company’s long-term strategy and financial value creation,
including material sustainability-related factors when relevant, is helpful for shareholders to
appropriately understand and assess how effectively management is identifying, managing, and
mitigating such risks. We seek to understand management's long-term strategy and the milestones
against which investors should assess its implementation. If any strategic targets are significantly missed
or materially restated, we find it helpful when company disclosures provide a detailed explanation of the
changes and an indication of the board's role in reviewing the revised targets. We look to the board to
articulate the effectiveness of these mechanisms in overseeing the management of business risks and
opportunities and the fulfillment of the company’s strategy.

Where a company has not adequately disclosed and demonstrated that its board has fulfilled these
corporate governance and risk oversight responsibilities, we may consider voting against the election of
directors who, on our assessment, have particular responsibility for the issues. We assess director
performance on a case-by-case basis and in light of each company’s circumstances, taking into
consideration our assessment of its governance, business practices that support durable, long-term
financial value creation, and performance. Set out below are factors we may take into consideration.

Regular accountability through director elections

To ensure accountability for their actions on behalf of shareholders, directors should stand for election on
a regular basis, ideally annually. Annual director elections allow shareholders to reaffirm their support for
board members and/or hold them accountable for their decisions in a timely manner. When board
members are not elected annually, in our experience, it is good practice for boards to have a rotation
policy to ensure that, through a board cycle, all directors have had their appointment re-confirmed, with a
proportion of directors being put forward for election at each annual general meeting.
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Effective board composition

Regular director elections also give boards the opportunity to adjust their composition in an orderly way
to reflect developments in the company’s strategy and the market environment. In our view, it is beneficial
for new directors to be brought onto the board periodically to refresh the group’s thinking while
supporting both continuity and appropriate succession planning. We consider the average overall tenure
of the board, and seek a balance between the knowledge and experience of longer-serving directors and
the fresh perspectives of directors who joined more recently.

We encourage companies to regularly review the effectiveness of their board (including its size), and
assess directors nominated for election in the context of the composition of the board as a whole. In our
view, the company’s assessment should consider a number of factors, including each director’s
independence and time commitments, as well as the breadth and relevance of director experiences and
skillsets, and how these collectively contribute to the board's effectiveness in advising and overseeing
management in delivering long-term financial returns.

We believe that directors are in the best position to assess the composition and optimal size of the board
but we would be concerned if a board seemed too small to have an appropriate balance of directors or too
large to be effective.

We look to the board to establish a robust process to evaluate the performance of the board as a whole
and the contributions of each director. BlackRock believes that annual performance reviews of directors
and the board contribute to a more efficiently functioning board.

Board independence

At a minimum we believe independent directors should comprise at least one-third of the board for these
directors to represent an effective voice. Ideally, a board should consist of a majority of independent
directors.

In cases where the board is not at least one third independent and where no explanation has been
provided, BlackRock may consider voting against the re-election of the chair of the nomination
committee, members of the nomination committee, and/or the chair of the board.

Assessment of independence

We encourage boards to have a sufficient number of independent directors, free from conflicts of interest
or undue influence, to ensure objectivity in the decision-making of the board and its ability to oversee
management. Common impediments to independence may include but are not limited to:

e Current or recent employment at the company or a subsidiary without sufficient cooling-off period?
e Being appointed a director without sufficient cooling-off period from the last role at affiliated entities®
e Being, or representing, a shareholder with a substantial shareholding in the company

e Having any other interest, business, or other relationship which could, or could reasonably be
perceived to, materially interfere with a director’s ability to act in the best interests of the company and
shareholders

2 BIS generally expects a cooling-off period of at least five years when evaluating a director's independence. Any cooling-off period
shorter than five years should be accompanied by cogent explanations for BIS to consider on a case-by-case basis.
3 Please see previous footnote.
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¢ Animmediate family member of any of the aforementioned

¢ Interlocking directorships

Independent board leadership

In our experience, boards are most effective at overseeing and advising management when there is a
senior, independent board leader. This director may chair the board, or, where the chair is also the CEO (or
is otherwise not independent), be designated as a lead independent director. The role of this director is to
enhance the effectiveness of the independent members of the board through shaping the agenda,
ensuring adequate information is provided to the board, and encouraging independent director
participation in board deliberations. We look for the lead independent director or another appropriate
director to be available to meet with shareholders in those situations where an independent director is
best placed to explain and contextualize a company’s approach.

Length of service

BlackRock believes that shareholders are best served when there is orderly renewal of the board. This
should result in directors with accumulated experience while at the same time introduce fresh minds and
experience to the board as well as provide adequate succession planning. An effective renewal process
will ensure independent directors do not serve for such lengths of time that their independence may be
impaired. BlackRock may consider voting against the re-election of directors who have been on the board
for a significant period of time, especially if there is no evidence of board renewal.

Where a company considers a director with nine or more years’ service to be independent, we look for
disclosure to explain the independent classification. We believe independent directors who have been on
the board for 12 years or longer should generally be reclassified as non-independent directors. Where the
level of independence on the board or at committee levels is insufficient, taking such reclassifications
into consideration, we may vote against directors for failing to ensure sufficient board and/or committee
independence.

Board composition

Appropriately qualified, engaged directors with professional characteristics relevant to a company’s
business enhance the ability of the board to add value and be the voice of shareholders in board
discussions. In our view, a strong board gives a company a competitive advantage, providing valuable
oversight and contributing to the most important management decisions that support long-term
financial performance.

It is in this context that we are interested in diversity in the board room. We see it as a means of promoting
diversity of thought and avoiding “group think” in the board’s exercise of its responsibilities to advise and
oversee management.

We look to companies to have at least one female board director. In the absence of such, we may vote
against the re-election of director(s) responsible for the lack of female representation on such boards. The
Listing Rules of Hong Kong Stock Exchange require at least one director of a different gender on the
board.* We encourage companies to review their gender diversity policy on an annual basis, and disclose

“# Listing Rules Chapter 13, 13.92 Note: As a transitional arrangement, issuers with a single gender board will have to
appoint at least a director of a different gender on the board no later than 31 December 2024.
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or explain any numerical targets and timelines they have set, as well as the progress on achieving the
measurable objectives over time.?

Nomination procedure

The company should have a formal and transparent procedure for the appointment and re-appointment
of directors. The board should adopt a procedure that can ensure a diverse range of candidates to be
considered. Such procedure may involve the engagement of an external professional search firm.

When nominating new directors to the board, we look to companies to provide sufficient information on
the individual candidates so that shareholders can assess the suitability of each individual nominee and
the overall board composition. These disclosures should give an understanding of how the collective
experience and expertise of the board aligns with the company’s long-term strategy and business model.
Highly qualified, engaged directors with professional characteristics relevant to a company’s business
enhance the ability of the board to add value and be the voice of shareholders in board discussions.
Where such information is not provided, we may consider voting against the re-election of members on
the nomination committee.

Disclosure of director information
BlackRock appreciates when the following information is disclosed in the annual report and company
website, and the meeting circular when a director is seeking election/re-election:

e Directors’ full name and age
e Date appointed to the board (in the case of re-elections)

o Brief biography detailing the directors’ educational background, working experience, and any
other board positions held

e Specific discussion on the skills and experience the director is expected to contribute to the board

e The company’s assessment of the director’s independence including details of any current
dealings with the company

Particularly when a director is seeking election/re-election, we find it helpful when the above information
is provided as it allows us to better determine whether to support the appointment. Where this
information is not forthcoming, BlackRock may consider voting against the election/re-election of that
director.

Sufficient capacity

As the role and expectations of a director are increasingly demanding, directors must be able to commit
an appropriate amount of time to board and committee matters. It is important that directors have the
capacity to meet all of their responsibilities - including when there are unforeseen events — and therefore,
they should not take on an excessive number of roles that would impair their ability to fulfill their duties.

BlackRock looks for companies to provide a clear explanation of the capacity to contribute in situations
where a board candidate is a director serving on more than six public company boards. When looking at
the number of board mandates, BlackRock will consider if the board memberships are of listed companies
in the same group and/or for similar sectors.

5 Refer to Appendix 15 Corporate Governance Code.
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BlackRock may vote against the election/re-election of a director where there is a risk the director may be
over-committed in respect of other responsibilities and/or commitments (taking into account outside
employments and/or board mandates on private companies/investment trusts/foundations). In the case
of an executive director, we would vote against his/her election/re-election only at external boards.

BlackRock may vote against the election/re-election of an outside executive as the chairman of the board
as we look for the chairman to have more time availability than other non-executive board members. We
appreciate when the company explains why it is necessary for an external executive to lead the board of
directors.

Meeting attendance

We look to directors to ensure they attend all board and relevant committee meetings. BlackRock may
consider voting against a director who demonstrates a poor pattern of meeting attendance, unless
compelling reasons for the absenteeism have been disclosed. However, BlackRock may disregard
attendance in the first year following appointment as the director may have had commitments made prior
to joining the board.

Committees

Appropriately structured board committees provide an efficient mechanism which allows the board to
focus on key issues such as audit, board renewal, compensation, risk and any other issues deemed
important. Board committees can also provide an important role dealing with conflicts of interests.

BlackRock looks to all companies to establish an audit committee, a remuneration committee, and a
nomination committee.® We look to all committees to have written terms of reference which should, inter
alia, clearly set out the committee’s roles and responsibilities, composition, structure, membership
requirements and the procedures for inviting non-committee members to attend meetings. All committee
terms of reference should be available to investors.

All committees should be given the power and resources to meet their obligations under the terms of
reference. This will include the right of access to management and the ability to select service providers
and advisors at a reasonable cost to the company.

The chairman of a committee should be independent. It is preferable for the chairman of the board not to
chair board committees as this may lead to a concentration of power in a single director.

Audit committee

The audit committee should comprise only non-executive directors and a majority of independent
directors, an independent chair and at least one independent director having appropriate accounting or
related financial background.

The terms of reference for the audit committee should have appropriate powers to determine the scope of
the audit process, review the effectiveness of the external auditor, assess, review and authorize non-audit
work, have access to the internal audit process and to make recommendations regarding the
appointment and removal of the external auditor.

5 The Listing Rules of HKEX requires companies to establish an audit committee and a remuneration committee by rule 3.21 and
rule 3.25 respectively. The establishment of a nomination committee is upgraded from a recommended best practice to a code
provision in 2012.
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Where a risk committee has been established in addition to an audit committee, clear disclosure needs to
be made on the responsibilities of each committee and how they interact.

BlackRock generally does not support the election of an executive director on to the audit committee.
Where the audit committee does not comprise a majority of independent directors or the chair is not
independent, BlackRock may consider voting against the election of the non-independent members of
the audit committee particularly if there are other corporate governance issues. Further, where there is
evidence showing failure of the audit committee relating to the preparation of financial statements, fraud
and general accountability to shareholders, we will consider voting against the re-election of members of
the audit committee.

Remuneration committee

The remuneration committee should comprise a majority of independent directors and have an
independent chair. The responsibilities of the remuneration committee should include a review of and
recommendations to the board on issues including but not limited to:

e The company’s compensation, recruitment, retention and termination policies for senior
executives;

e Executive director and senior executives fixed and performance-based compensation to ensure
that executives are motivated to pursue the long-term growth and success of the company; and

e The compensation framework for non-executive directors.

Where BlackRock believes the remuneration committee has failed in its role, we may consider voting
against the re-election of the chair/members of the committee.

Nomination committee

The nomination committee should comprise a majority of independent directors and have an
independent chair. The responsibilities of the nomination committee should include a review of and
recommendations to the board on issues including but not limited to:

e Assessing the competencies of all directors to ensure the board has an appropriate range of skills
and expertise;

e Implementing a plan for identifying, assessing and enhancing director competencies;
e Reviewing, at least annually, the succession plans of the board;
e Ensuring the size and composition of the board is conducive to making appropriate decisions;

e Reviewing the time required by each non-executive director to undertake their role and whether
non-executive directors are meeting that requirement;

e Ensuring a process for the evaluation of the performance of the board, its committees and
directors and reporting the process to shareholders in the corporation governance reportin the
annual report;

e The appointment and re-election of directors; and

e Maintaining a watching brief on the development of management and potential for senior
executive succession planning from the level below senior executives.
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Circumstances where BlackRock may consider voting against the re-election of the chair and/or
members of the nomination committee include but are not limited to:

e |fthe composition of the board continues to reflect poor succession planning, renewal or other
composition deficiency;

e [fthe committee approved the nomination or re-election of an individual who has demonstrated a
lack of integrity or inability to represent the interests of shareholders or who has an actual or
perceived material conflict of interest that poses a risk to shareholders;

o [fthe committee fails to hold a meeting in the reporting year; or

e |fthe committee is not chaired by an independent director.

Auditors and audit-related issues

BlackRock recognizes the critical importance of financial statements, which should provide a true and fair
picture of a company’s financial condition. Accordingly, the assumptions made by management and
reviewed by the auditor in preparing the financial statements should be reasonable and justified.

Audit committees or equivalent should have clearly articulated charters that set out the committee’s
responsibilities and have a rotation plan in place that allows for a periodic refreshment of the committee
memberships to introduce fresh perspectives to audit oversight. We recognize that audit committees will
rely on management, internal audit and the independent auditor in fulfilling their responsibilities but look
to committee members to demonstrate they have relevant expertise to monitor and oversee the audit
process and related activities.

We take particular note of unexplained changes in reporting methodology, cases involving significant
financial restatements or ad hoc notifications of material financial weakness. In this respect, audit
committees should provide timely disclosure on the remediation of Key and Critical Audit Matters
identified either by the external auditor or internal audit function.

The integrity of financial statements depends on the auditor being free of any impediments to being an
effective check on management. To that end, it is important that auditors are, and are seen to be,
independent. Where an audit firm provides services to the company in addition to the audit, the fees
earned should be disclosed and explained. Audit committees should have in place a procedure for
assessing annually the independence of the auditor and the quality of the external audit process.

Comprehensive disclosure provides investors with a sense of the company’s long-term operational risk
management practices and, more broadly, the quality of the board’s oversight. The audit or risk
committee should periodically review the company’s risk assessment and risk management policies and
the significant risks and exposures identified by management, the internal auditors or the independent
auditors, and management’s steps to address them. In the absence of detailed disclosures, we may
reasonably conclude that companies are not adequately managing risk.

The appointment of the auditor and the auditor’s compensation needs to be reviewed and approved by
shareholders on an annual basis. BlackRock looks for the audit firms to be well qualified to undertake the
task on behalf of shareholders. When a listed company proposes to appoint a different audit firm,
BlackRock looks for the company to provide a reasonable explanation for changing its audit firm,
assuring shareholders that there are no disputes with company management connected with the auditor
ceasing to hold office. If significant concerns about issues such as the integrity of the financial
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statements or the auditors are identified, where no explanation is provided, BlackRock may consider
voting against the appointment of a new audit firm or (re-)appointment of the interim auditor and against
the re-election of members on the audit committee, especially if the change of auditor has not been
brought up for shareholders’ vote in the first place.

Capital management

Allocation of profits/dividends

With the exception of companies incorporated in China, Hong Kong listed companies can declare a
dividend by way of a board resolution, although some still submit a resolution to shareholders at a
general meeting. These resolutions, when proposed, are generally not contentious and supportable.
However, we look for disclosure to explain if dividend payout ratios appear to be too high or too low.

Placements, share buybacks and reissuances of shares
The Listing Rules require shareholder approval for the following:

e Toissue shares without pre-emptive rights. Companies can seek shareholder approval to issue up
to 20% of equity and with a discount of up to 20% (known as the general mandate)

e To buy back up to 10% of shares on issue in a 12-month period (buyback mandate)
e Tore-issue the shares that have been bought back (reissuance mandate)

The above mandates are often sought at the annual general meeting and shareholder approval being
sought is only for the next 12 months.

While BlackRock recognizes an issuer’s need for the flexibility to raise funds and the capability to do so
quickly at times, we consider the dilution risk implied by a general mandate of 20% in size and 20% in
discount as potentially excessive. BlackRock may consider voting against a general mandate request with
issuance size above 10% or with a discount more than 10%, where a cogent explanation has not been
provided in the explanatory memorandum. When seeking shareholder approval for a general mandate, we
appreciate when the following is disclosed:

e An explanation for the need of a general mandate request and rationale for the proposed size and
discount limit with reference to company’s financial position and capital expenditure plans

e Details of any placements made under general mandates in the last five years
e Alternative financing methods considered by the board

When shareholders are asked to approve the general mandate as well as a buyback of shares, a further
request for a re-issuance of shares bought back does not seem necessary. BlackRock generally does not
support re-issuance mandates unless a cogent explanation is provided.

Treasury shares

The Listing Rules” were amended in Hong Kong in June 2024, removing the requirement for listed
companies to cancel repurchased shares. As a result, listed companies are allowed to hold the
repurchased shares in treasury for future resale if permitted under the laws of their places of

" Rule Amendments relating to Treasury Shares effective on 11 June 2024.

BlackRock Investment Stewardship Proxy voting guidelines for Hong Kong securities | 11

NMO0125U-4133118-11/23


https://en-rules.hkex.com.hk/sites/default/files/net_file_store/FAQ156-2024_to_162-2024e.pdf

incorporation and their constitutional documents. We acknowledge the flexibility to retain repurchased
shares. However, we look for issuers to disclose the intention and the plan for utilizing repurchased
shares, as well as the sunset arrangement, including the timeline for share cancellation. In the absence of
such disclosure, BlackRock may consider voting against proposals permitting a company to keep
repurchased shares in treasury for future resale, including resolutions seeking relevant amendments to
Articles of Association.?

Rights issues and open offers

A rights issue does not require shareholder approval as long as the rights issue does not increase either
the number of issued shares (excluding treasury shares) or the market capitalization of the issuer by more
than 50% on its own or when aggregated with any other rights issues or open offers in the past 12
months. When this threshold is exceeded, a rights issue needs to be approved by shareholders in a
general meeting and any controlling shareholders and their associates or, where there are no controlling
shareholders, non-independent directors and the chief executive of the issuer shall abstain from voting in
favor.

Open offers® require minority shareholders’ approval unless the new shares are to be issued under the
authority of an existing general mandate.

Rights issues, open offers and specific mandate placings, individually or when aggregated within a rolling
12-month period that would result in a cumulative material value dilution of 25% or more are disallowed
by the Exchange, unless there are exceptional circumstances.

Capital structure, mergers, asset sales, related-party
and other special transactions

The capital structure of a company is critical to shareholders as it impacts the value of their investment
and the priority of their interest in the company relative to that of other equity or debt investors. Pre-
emptive rights are a key protection for shareholders against the dilution of their interests.

Dual class shares

Effective voting rights are basic rights of share ownership and a core principle of effective governance.
Shareholders, as the residual claimants, have the strongest interest in protecting company value, and
voting rights should match economic exposure, i.e. one share, one vote.

In principle, we disagree with the creation of a share class with equivalent economic exposure and
preferential, differentiated voting rights. In our view, this structure violates the fundamental corporate
governance principle of proportionality, and results in a concentration of power in the hands of a few
shareholders, thus disenfranchising other shareholders and amplifying any potential conflicts of interest.
However, we recognize that in certain markets, at least for a period of time, companies may have a valid
argument for listing dual classes of shares with differentiated voting rights. In our view, such companies
should review these share class structures on a regular basis or as company circumstances change.
Additionally, they should seek shareholder approval of their capital structure on a periodic basis via a
management proposal at the company’s shareholder meeting. The proposal should give unaffiliated

8 For more details on BIS’ viewpoint about treasury share regime in Hong Kong, please refer to our response to the Hong Kong Stock
Exchange’s consultation.

9 An offer to existing shareholders to subscribe securities, whether or not in proportion to their existing holdings, which are not
allotted to them in renounceable documents.

BlackRock Investment Stewardship Proxy voting guidelines for Hong Kong securities | 12

NMO0125U-4133118-12/23


https://www.blackrock.com/corporate/literature/publication/our-response-to-the-hkex-consultation-paper-on-treasury-shares.pdf

shareholders the opportunity to affirm the current structure or establish mechanisms to end or phase out
controlling structures at the appropriate time, while minimizing costs to shareholders.

As always, independent directors are expected to protect the interests of all shareholders and BlackRock
may vote against the re-election of independent directors in companies with dual class share structures if
valid concerns arise relating to the economic interests of unaffiliated shareholders being compromised.

Mergers, asset sales and other special transactions

In assessing mergers, asset sales, or other special transactions, BlackRock’s primary consideration is the
long-term economic interests of our clients as shareholders. Boards proposing a transaction should
clearly explain the economic and strategic rationale behind it. We will review a proposed transaction to
determine the degree to which it can enhance long-term shareholder value. We find long-term investors
like our clients typically benefit when proposed transactions have the unanimous support of the board
and have been negotiated at arm’s length. We may seek reassurance from the board that the financial
interests of executives and/or board members in a given transaction have not adversely affected their
ability to place shareholders’ interests before their own.

We closely examine certain salient features in our analyses. For mergers and asset sales, we assess the
degree to which the proposed transaction represents a premium to the company’s trading price. In order
to filter out the effects of pre-merger news leaks on the parties’ share prices, we consider the share price
over multiple time periods prior to the date of the merger announcement. In most cases, business
combinations should provide a premium. We may consider comparable transaction analyses provided by
the parties’ financial advisors and our own valuation assessments. For companies facing insolvency or
bankruptcy, a premium may not apply. Where the transaction involves related parties, we look for the
board to establish a committee comprised of independent directors to review the transaction and report
to shareholders. There needs to be a clear favorable business reason for any such transaction.

Related-party transactions

Related-party transactions (RPTs) are common among Hong Kong listed companies. These are
transactions between the company and its related-parties, as defined in details in the Chapter 14A of
Listing Rules. According to the materiality and nature of the transaction, it may need to be disclosed or
submitted to a shareholder meeting for approval. Any shareholder who has a material interest in the
transaction must abstain from voting on the resolution. If an RPT requires shareholders’ approval, the
issuer is required to establish an independent board committee comprised solely of independent non-
executive directors and appoint an independent financial adviser to assist the independent board
committee to prepare a recommendation to disinterested shareholders.

Broadly speaking, there are two types of RPTs: 1) one-off transactions, typically asset purchases or
disposals; 2) recurring RPTs that are within the ordinary course of business, usually in the form of an
ongoing goods and services purchase and provision agreement.

BlackRock assesses one-off RPTs on a case-by-case basis. Key factors we take into consideration include
the strategic rationale and the fairness of the transaction terms. Moreover, BlackRock appreciates when
the company discloses in detail the decision-making process the board and the independent directors
have gone through to arrive at their recommendation to minority shareholders. For such non-recurring
transactions between related parties, the recommendation to support should come from the independent
directors, and ideally, the terms should have been assessed through an independent appraisal process. In
addition, it is good practice that it be approved by a separate vote of the non-conflicted shareholders.
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Where the above information is not disclosed or action is not taken to protect the rights of independent
shareholders, BlackRock may consider voting against such proposals.

Recurring RPTs involving the purchase and provision of goods and non-financial services are disclosed in
the annual report in detail and are subject to approval by shareholders at least once every three years. In
most cases, these transactions are within the normal course of business and are done at arms-length
terms. Where disclosure is sufficient, BlackRock generally finds these proposals supportable.

Financial services agreements

It is common among Chinese State-Owned Enterprises (SOEs) to establish a finance company within the
business group (hereinafter referred to as Group Finance Companies (GFCs)). GFCs are set up to provide
a range of financial services (mainly deposit, loan and settlement related) to the group member
companies. The main purpose is to better utilize capital within the same group by channeling funds
among members through the GFC as companies are banned from directly borrowing from or lending to
another corporate entity. GFCs are typically majority owned by the unlisted group parent, which also
controls the listed company. A listed company obtains services from a GFC by entering into a financial
service agreement, which requires shareholder approval once every three years.

BlackRock recognizes the merits of dealing with a GFC compared to a commercial bank, such as
preferential deposit and loan interest rate, and expedited and customized settlement services. However,
we are concerned with certain risk aspects unique to dealing with GFCs. While GFCs are subject to the
same capital requirements and are also monitored by the China Banking and Insurance Regulatory
Commission (CBIRC), as a private entity there is not the same level of transparency compared to large
commercial banks, the majority of which are listed. Another key difference between a GFC and a
commercial bank is that a GFC only deals with member companies within the same group whilst a
commercial bank deals with all participants in the economy. As a result, GFCs are exposed to risks
concentrated in a business group while a commercial bank’s risk is much more diversified. Moreover,
transactions with GFCs are related-party transactions and therefore exposed to conflicts of interest. An
extreme example of such conflicts left unchecked is a listed company being exploited by the group as a
window of financing given its access to the wider capital market.

Itis our view that companies can mitigate these risks by establishing a robust internal review and audit
process to ensure each deposit at and loan from the GFC has a sound business and capital management
rationale. Companies should also aim to achieve a level of transparency beyond the minimum
requirement around transactions with GFCs and GFCs themselves. Where the GFC is not controlled by a
listed company, we have concerns when outstanding deposits at the GFC are consistently higher than
outstanding loans from the GFC. BlackRock may consider voting in favor of a financial services
agreement if in our assessment a company has set up an effective risk management mechanism in place
to address the conflict of interest, and has disclosed sufficient information about the GFC and the
transactions with it. Relevant information includes but is not limited to:

o Historical and expected scale of transactions, especially loans and deposits, with the GFC, even if
some of these transactions are not subject to shareholder approval;

e Rationale behind the deposit and loan limit requested;
e Decision-making process of placing deposits and obtaining loans from the GFC;

o Key financial metrics of the GFC such as loan to deposit rate, capital adequacy ratio, amount of
non-performing loan;
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e Activities other than taking deposits and making loans that the GFC may engage such as equity
investments, entrust loans, and finance leasing;

e Interest rates paid on deposits and charged for loans by deposit and loan type;

e The corporate governance structure of the GFC and its loan approving process;

e Percentage of the company’s capital deposited at the GFC versus that at a commercial bank; and
e  Whether an offsetting mechanism is in place.

BlackRock looks for such disclosure to be made not only in the meeting circular when shareholder
approval is being sought once every three years, but also in the annual report so that investors get to
review these transactions and the financial strength of the GFC on an annual basis.

Executive compensation and benefits

One of the most important roles for a company’s board of directors is to put in place a compensation
structure that incentivizes and rewards executives appropriately. In our view, there should be a clear link
between variable pay and a company’s operational and financial performance. Performance metrics
should be stretching and aligned with a company’s strategy and business model. BIS does not have a
position on whether companies should use sustainability-related criteria in compensation structures, but,
where they are included, we look to companies to be as rigorous as they would be in setting other financial
or operational targets. Long-term incentive plans should encompass timeframes that 1) are distinct from
annual executive compensation structures and metrics, and 2) encourage the delivery of strong financial
results over a period of years.

When designing, reviewing, and approving executive compensation policies, board compensation
committees — or board members responsible for setting executive compensation — should carefully
consider the specific circumstances, such as the company’s risk profile, the environment in which it
operates, and the individuals the board is trying to attract, retain and incentivize. Remuneration
committees should guard against contractual arrangements that would entitle executives to material
compensation for early termination of their employment. Finally, pension contributions and other
deferred compensation arrangements should be reasonable, in light of market practices or the company’s
business and executive compensation strategies.

We are not supportive of one-off or special bonuses unrelated to company or individual performance.
Where discretion has been used by the remuneration committee or its equivalent, we appreciate
disclosure relating to how and why the discretion was used, and how the adjusted outcome is aligned with
the interests of shareholders. We acknowledge that the use of peer group evaluation by remuneration
committees can help ensure competitive pay; however, we are concerned when the rationale for increases
in total compensation at a company is solely based on peer benchmarking rather than also considering
rigorous measures of outperformance. We encourage companies to clearly explain how compensation
outcomes have rewarded performance.

We encourage boards to consider building clawback provisions into incentive plans such that companies
could clawback compensation or require executives to forgo awards when compensation was based on
faulty financial statements or deceptive business practices. We also favor recoupment from or the
foregoing of the grant of any awards by any senior executive whose behavior caused material financial
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harm to shareholders, material reputational risk to the company, or resulted in a criminal investigation,
even if such actions did not ultimately result in a material restatement of past results.

In Hong Kong, director and executive compensation is disclosed on an individual basis with detailed
breakdown of the compensation components?® as required by the Companies Ordinance. However, not
many companies disclose the rationale behind compensation decisions, particularly on performance-
based pay. This is especially problematic given the level of director and executive compensation has
recently been on the rise, significantly so in certain sectors. The Exchange amended the Listing Rules in
2022 to extend Chapter 17 to govern all share schemes including share awards and options and to
require disclosure of performance targets, if any, attached to options or awards to be granted under the
scheme and an explanation by the remuneration committee if performance targets are not set.!! Where
there is performance-based pay, BlackRock looks for companies to disclose the key performance metrics
selected and the rationale for their inclusion, e.g. why these metrics are suitable considering the
company’s development stage, business strategy, and the nature of the industry the company is in.

BIS may convey concerns through not supporting management’s proposals to approve compensation,
where they are on the agenda. We may also vote against members of the remuneration committee or
equivalent board members for poor compensation practices or structures.

Independent director compensation

The role of the independent director is to monitor the strategy, performance and compensation of the
executives and to protect the interests of shareholders. Sufficient compensation should be provided to
attract and retain suitably qualified independent directors and encourage them to undertake their role
diligently. The executive arm and any major shareholder should not have any undue influence over the
compensation of independent directors.

Independent director compensation should be structured in such a way that it aligns the interests of the
directors with those of the shareholders they represent. The structure of independent director
compensation should not provide any disincentive to resign from the board should an issue of conflict or
any other issue that would impair a director’s independence arise.

Independent directors should receive a fixed annual fee, including additional fixed fees for board
committee membership for their services. BlackRock supports independent directors entering into “salary
sacrifice” arrangements whereby a portion of their fees is received by way of fully paid shares purchased
on market.

BlackRock does not generally support the granting of options to independent directors as such securities
do not have the same risk profile as the ordinary shares held by ordinary shareholders and therefore may
not align the interests of directors with those shareholders they represent. Independent directors should
not receive performance-based compensation as to do so would more closely align their interests with
those of management, whose performance and compensation they are intended to monitor on behalf of
shareholders. Where options or performance-based compensation have been granted to independent

10 Disclosure of Chinese companies dual-listed in mainland China and in Hong Kong varies. Some adopt the practice of Hong Kong-
incorporated companies while the majority adopt the practice of mainland Chinese companies, which only give a lump-sum number
for each director and senior executive without a breakdown of the pay components such as base salary, performance bonus, and
benefits.

11 HKEX. “Consultation Conclusions: Proposed Amendments to Listing Rules relating to Share Schemes of Listed Issuers.” July
2022.
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directors, BlackRock may consider voting against any such proposals and the re-election of the chair of
the remuneration committee.

Equity-based incentive plan

Equity based incentive schemes for executives of Hong Kong companies are common. The most often
used pay vehicle is stock options. The adoption and refreshment of a stock option requires shareholder
approval in a general meeting. Under the Listing Rules, the size of an option scheme is capped at 10% of
the issued capital. However, companies can refresh a stock option scheme upon shareholder approval.
The exercise price of the stock options must be no less than the market price at the time of the grant. We
support incentive plans that foster the sustainable achievement of results. The vesting time frames
associated with incentive plans should facilitate a focus on long-term value creation.

Dilution

To ensure that equity-based compensation plans operate in a way that benefits both employees and
shareholders, BlackRock looks to see a limit on the amount of dilution that can occur across all plans.
BlackRock may consider voting against an options plan if it may lead to over 10% cumulative dilution
over ten years inclusive of existing plans, or if a plan is not transparent in demonstrating the distribution
of share awards and options between senior executives and other staff.

Material sustainability-related risks and opportunities

It is our view that well-managed companies will effectively evaluate and manage material sustainability-
related risks and opportunities relevant to their businesses.'? As with all risks and opportunities in a
company's business model, appropriate oversight of material sustainability considerations is a core
component of having an effective governance framework, which supports durable, long-term financial
value creation.

Robust disclosure allows for investors to effectively evaluate companies’ strategy and business practices
related to material sustainability-related risks and opportunities. We find it helpful when companies’
disclosures demonstrate that they have a resilient business model that integrates material sustainability-
related risks and opportunities into their strategy, risk management, and metrics and targets, including
industry-specific metrics. The International Sustainability Standards Board (ISSB) standards, IFRS S1 and
S2,'3 may prove helpful to companies in preparing this disclosure. The standards build on the Task Force
on Climate-related Financial Disclosures (TCFD) framework and the standards and metrics developed by
the Sustainability Accounting Standards Board (SASB), which have converged under the ISSB. Effective
2025, Hong Kong issuers are required to comply with local regulations of climate-related disclosure
aligned with IFRS S2, with implementation guidance that references IFRS S1.1“ We recognize that
companies may phase in reporting aligned with the ISSB standards over several years. We also recognize
that some companies may report using different standards, which may be required by regulation, or one

12 By material sustainability-related risks and opportunities, we mean the drivers of risk and financial value creation in a company’s
business model that have an environmental or social dependency or impact. Examples of environmental issues include, but are not
limited to, water use, land use, waste management, and climate risk. Examples of social issues include, but are not limited to, human
capital management, impacts on the communities in which a company operates, customer loyalty, and relationships with
regulators.

13 The objective of IFRS S1 General Requirements for Disclosure of Sustainability-related Financial Information is to require an
entity to disclose information about its sustainability-related risks and opportunities that is useful to primary users of general-
purpose financial reports in making decisions relating to providing resources to the entity. The objective of IFRS S2 Climate-related
Disclosures is to require an entity to disclose information about its climate-related risks and opportunities that is useful to primary
users of general-purpose financial reports in making decisions relating to providing resources to the entity.

14 Stock Exchange of Hong Kong, “Exchange Publishes Conclusions on Climate Disclosure Requirements”, April 2024
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of a number of voluntary standards. In such cases, we ask that companies highlight the metrics that are
industry- or company-specific.

We note that climate and other sustainability-related disclosures often require companies to collect and
aggregate data from various internal and external sources. We recognize that the practical realities of
data collection and reporting may not line up with financial reporting cycles and companies may require
additional time after their fiscal year-end to accurately collect, analyze, and report this data to investors.
That said, while we do not prescribe timelines regarding when companies make these disclosures, we
encourage them to produce their climate and other sustainability-related disclosures sufficiently in
advance of their annual meeting, to the best of their abilities to provide investors with time to assess the
data and make informed decisions.

Companies may also choose to adopt or refer to guidance on sustainable and responsible business
conduct issued by supranational organizations such as the United Nations or the Organization for
Economic Cooperation and Development. Further, industry initiatives on managing specific operational
risks may provide useful guidance to companies on best practices and disclosures. While not a voting
item, we find it helpful to our understanding of investment risk when companies disclose any relevant
global climate and other sustainability-related standards adopted, the industry initiatives in which they
participate, any peer group benchmarking undertaken, and any assurance processes to help investors
understand their approach to sustainable and responsible business practices.

Climate and nature-related risk

In our view, the transition to a low-carbon economy is one of several mega forces reshaping markets.®
Our research shows that the low-carbon transition is a structural shift in the global economy that will be
shaped by changes in government policies, technology, and consumer and investor preferences, which
may be material for many companies.'® Yet the path to a low-carbon economy is uncertain and uneven,
with different parts of the economy moving at different speeds. BIS recognizes that it can be challenging
for companies to predict the impact of climate-related risk and opportunity on their businesses and
operating environments. Many companies are assessing how to navigate the low-carbon transition while
delivering long-term financial value to investors. At companies where these climate-related risks are
material, we find it helpful when they publicly disclose, consistent with their business model and sector,
how they intend to deliver long-term financial performance through the transition to a low-carbon
economy, including where available, their transition plan.t’

In our experience, disclosure consistent with the ISSB standards or the TCFD framework can help
investors assess company-specific climate-related risks and opportunities, and inform investment

5 BlackRock Investment Institute, “Mega forces: An investment opportunity”, 2023.

16 BlackRock Investment Institute, “Tracking the low-carbon transition”, July 2023.

17 We have observed that more companies are developing such plans, and public policymakers in a number of markets are signaling
their intentions to require them or already have requirements in place, such as Australia, Brazil, and the European Union. We view
transition plans as a method for a company to both internally assess and externally communicate its long-term strategy, ambition,
objectives, and actions to create financial value through the global transition towards a low-carbon economy. Transition plans are
building momentum internationally, with increased focus from policy makers and supervisors, including in the EU, UK, G7, G20, and
from the financial industry. While many initiatives across jurisdictions outline a framework for transition plans, there is no
consensus on the key elements these plans should contain. We view useful disclosure as one that communicates a company’s
approach to managing financially material business relevant risks and opportunities — including climate-related risks — to deliver
long-term financial performance, which allows investors to make more informed decisions. While transition plans can be helpful
disclosure, BIS does not make the preparation and production of transition plans a voting issue. BIS may engage companies that
have chosen to publish a transition plan to understand their planned actions and resource implications.
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decisions.*® Such disclosures also provide investors with insights into how companies are managing the
risks associated with climate change by managing their own carbon emissions or emissions intensities to
the extent financially practicable. Recognizing the value of these disclosures, in some jurisdictions, like
the U.K, large companies must disclose such climate-related financial information on a mandatory basis,
while in other jurisdictions these disclosures are viewed as best practice in the market.

Consistent with the ISSB standards and the TCFD framework, we seek to understand, from company
disclosures and engagement, the strategies companies have in place to manage material risks to, and
opportunities for, their long-term business model associated with a range of climate-related scenarios.
This includes a scenario in which global warming is limited to well below 2°C, considering ambitions to
achieve a limit of 1.5°C, the temperature goal recently reaffirmed by G20 members as part of the 2024
Leaders’ Declaration.t®

These frameworks also contemplate disclosures on how companies are setting short-, medium- and long-
term targets, ideally science-based where these are available for their sector, for scope 1 and 2
greenhouse gas emissions (GHG) reductions and to demonstrate how their targets are consistent with the
long-term financial interests of their investors.

While we recognize that regulators in some markets are moving to mandate certain disclosures, at this
stage, we view scope 3 emissions differently from scopes 1 and 2, given methodological complexity,
regulatory uncertainty, concerns about double-counting, and lack of direct control by companies. We
welcome disclosures and commitments companies choose to make regarding material scope 3 emissions
and recognize these are provided on a good-faith basis as methodology develops. Our publicly available
commentary provides more information on our approach to climate-related risks and opportunities.

We look to boards to oversee management's approach to addressing material climate risk in a company's
business model and may convey concerns about board oversight in our voting on director elections or
supporting a business relevant shareholder proposal when, in our assessment, the board is not acting in
shareholders' long-term financial interests.

In addition to climate-related risks and opportunities, the management of nature-related factors is
increasingly a component of some companies’ ability to generate durable, long-term financial returns for
shareholders, particularly where a company’s strategy is heavily reliant on the availability of natural
capital, or whose supply chains are exposed to locations with nature-related risks. We look for such
companies to disclose how they manage any reliance and impact on, as well as use of, natural capital,
including appropriate risk oversight and relevant metrics and targets, to understand how these factors
are integrated into strategy. We will evaluate these disclosures to inform our view of how a company is
managing material nature-related risks and opportunities. We rely on company disclosures when
determining how to vote on shareholder proposals addressing natural capital issues. Our publicly
available commentary provides more information on our approach to natural capital.?®

18 BlackRock, “Global perspectives on investing in the low-carbon transition”, June 2023. We recognize that companies may phase in
reporting aligned with the ISSB standards over several years, depending on local requirements. We also recognize and respect that
some companies may report using different local standards, which may be required by regulation, or one of a number of voluntary
standards. In such cases, we ask that companies disclose their rationale for reporting in line with the specific disclosure framework
chosen and highlight the metrics that are industry- or company-specific.

19 |n November 2024, G20 members reaffirmed the Paris Agreement temperature goal as part of the Leaders’ Declaration. G20
members include the world’s major economies (19 countries and two regional bodies, the European Union and African Union),
representing 85% of global Gross Domestic Product, over 75% of international trade, and about two-thirds of the world population.
20 Given the growing awareness of the materiality of these issues for certain businesses, enhanced reporting on a company's natural
capital dependencies and impacts would aid investors’ understanding. In our view, the final recommendations of the Taskforce on
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Companies’ impact on their workforce, supply chains, and
communities

In order to advance long-term shareholders’ interests, companies should consider the interests of the
various parties on whom they depend for their success over time. It is for each company to determine their
key stakeholders based on what is material to their business and long-term financial performance. For
many companies, key stakeholders include employees, business partners (such as suppliers and
distributors), clients and consumers, regulators, and the communities in which they operate.

As a long-term shareholder on behalf of our clients, we find it helpful when companies disclose how they
have identified their key stakeholders and considered their interests in business decision-making. In
addition to understanding broader stakeholder relationships, BIS finds it helpful when companies discuss
how they consider the needs of their workforce today, and the skills required for their future business
strategy. We are also interested to understand how the board monitors and engages on these matters,
given it is well positioned to ensure that the approach taken by management is informed by and aligns
with the company’s strategy and purpose.

Companies should articulate how they address material adverse impacts that could arise from their
business practices and affect critical relationships with their stakeholders. We encourage companies to
implement, to the extent appropriate, monitoring processes (often referred to as due diligence) to identify
and mitigate potential adverse impacts and grievance mechanisms to remediate any actual adverse
material impacts. In our view, maintaining trust within these relationships can contribute to a company’s
long-term success.

Shareholder proposals

In most markets in which BlackRock invests on behalf of clients, shareholders have the right to submit
proposals to be voted on at a company’s annual or extraordinary meeting, as long as eligibility and
procedural requirements are met. The matters that we see put forward by shareholders address a wide
range of topics, including governance reforms, capital management, and improvements in the
management or disclosure of sustainability-related risks.

BlackRock is subject to legal and regulatory requirements in the U.S. that place restrictions and
limitations on how BlackRock can interact with the companies in which we invest on behalf of our clients,
including our ability to submit shareholder proposals. We can vote, on behalf of clients who authorize us
to do so, on proposals put forth by others.

When assessing shareholder proposals under our guidelines, we evaluate each proposal on its economic
merit, considering the company’s individual circumstances and maintaining a singular focus on the
proposal’s implications for long-term financial value creation. BIS’ evaluation considers whether a
shareholder proposal addresses a material risk that, if left unmanaged, may impact a company’s long-
term performance. We look for consistency between the specific request formally made in the proposal,
the supporting documentation, and the proponents’ other communications on the issues. We also assess
the company’s practices and disclosures and the costs and benefits to the company of meeting the
request made in the proposal. We take into consideration a company’s governance practices and
disclosures against those of their peers.

Nature-related Financial Disclosures (TNFD) may prove useful to some companies. We recognize that some companies may report
using different standards, which may be required by regulation, or one of a number of other private sector standards. TNFD-aligned
reporting is not a voting issue.
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In our experience, it is helpful when companies disclose the names of the proponent or organization that
has submitted or advised on the proposal.

We would not support proposals that we believe would result in over-reaching into the basic business
decisions of the company, are unduly prescriptive or constraining on management. We take into
consideration the legal effect of the proposal, as shareholder proposals may be advisory or legally binding
depending on the jurisdiction, while others may make requests that would be deemed illegal in a given
jurisdiction.

BIS is likely to support shareholder proposals that request disclosures that help us, as long-term investors
on behalf of our clients, better understand the material risks and opportunities companies face and how
they are managing them, especially where this information is additive given the company’s existing
disclosures. We may also support shareholder proposals that are focused on a material business risk that
we agree needs to be addressed and the intended outcome is consistent with long-term financial value
creation.

We recognize that some shareholder proposals bundle topics and/or specific requests. Further, the
proponent’s supporting statement may refer to topics that are not directly related to the request made in
the proposal. In voting on behalf of clients, we do not submit or edit proposals or the supporting
statements — we must vote yes or no on the proposal as phrased by the proponent. Therefore, when we
vote in support of a proposal, we are not necessarily endorsing every element of the proposal or the
reasoning, objectives, or supporting statement of the proponent. We may support a proposal for different
reasons from those put forth by the proponent, when we believe that, overall, it can advance our clients'
long-term financial interests. We typically explain to the company our rationale for supporting such
proposals.

Alternatively, or in addition, we may vote against the election of one or more directors if, in our
assessment, the board has not responded sufficiently or with an appropriate sense of urgency. We may
also support a proposal if management is on track, but we believe that voting in favor might accelerate
efforts to address a material risk.

Other corporate governance matters

In our view, shareholders have a right to material and timely information on the financial performance
and viability of the companies in which they invest. In addition, companies should publish information on
the governance structures in place and the rights of shareholders to influence these. The reporting and
disclosure provided by companies helps shareholders assess the effectiveness of the board’s oversight of
management and whether investors’ economic interests have been protected. As a general principle, we
believe shareholders should have the right to vote on key corporate governance matters, including
changes to governance mechanisms, to submit proposals to the shareholders’ meeting and to call special
meetings of shareholders.

Amendments to articles of association and bylaws

These proposals vary from routine changes such as reflection of regulatory change, to significant
changes that substantially alter the governance of the company. We will review these proposals on a
case-by-case basis and support those proposals that we believe are in the best interests of shareholders.
We look for all listed companies to disclose a comparison table to detail proposed amendments and
relevant rationales for its articles of association and bylaws. If disclosure is inadequate or significant
concerns are identified, BlackRock may consider voting against these proposals.
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Anti-takeover devices

BlackRock believes that transactions or practices that are intended to impede a potential takeover can be
limiting to shareholders. BlackRock will generally not support proposals that introduce or renew anti-
takeover devices.

Bundled proposals

We believe that shareholders should have the opportunity to review substantial issues individually
without having to accept bundled proposals. Where several measures are grouped together, BlackRock
may reject the overall proposal if it includes those that contradict or impede the rights and economic
interests of shareholders.

Voting Choice

BlackRock offers Voting Choice, a program that provides eligible clients with more opportunities to
participate in the proxy voting process where legally and operationally viable.

Voting Choice is currently available for eligible clients invested in certain institutional pooled funds in the
U.S,, UK, Ireland, and Canada that utilize certain equity index investment strategies, as well as eligible
clients in certain institutional pooled funds in the U.S., UK, and Canada that use systematic active equity
(SAE) strategies. In addition, institutional clients in separately managed accounts (SMAs) continue to be
eligible for BlackRock Voting Choice regardless of their investment strategies.?! BlackRock also launched
a U.S. Program to offer proxy voting to eligible shareholder accounts in a U.S. Fund. 22

As a result, the shares attributed to BlackRock in company share registers may be voted differently
depending on whether our clients have authorized BIS to vote on their behalf, have authorized BIS to vote
in accordance with a third-party policy, or have elected to vote shares in accordance with their own
policy. Our clients have greater control over proxy voting because of Voting Choice. BlackRock does not
disclose client information, including a client’s selection of proxy policy, without client consent.

21 With Voting Choice, SMAs have the ability to select from a set of voting policies from third-party proxy advisers the policy that best
aligns with their views and preferences. BlackRock can then use its proxy voting infrastructure to cast votes based on the client’s
selected voting policy.

22 Read more about BlackRock Voting Choice on our website.
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