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IFM INVESTORS SUSTAINABLE INVESTING GUIDELINES

Why

Our purpose is to invest, protect and grow the
long-term retirement savings of working people.
Maximising long-term risk-adjusted returns is
central to delivering on our purpose, and we believe
sustainable investing (SI) is integral to doing this. We
aim to identify and act on sustainable investing risks
and opportunities across our portfolios.

IFM Investors (IFM) is owned by Australian pension
funds. This ownership model and the fact that our
owners invest alongside our clients drives alignment
between our purpose and our owners’ and clients’
objectives, affirming our commitment to investing
for the long-term and reinforcing our belief that a
healthy environment and strong societal foundations
are important to achieving sustained economic
growth.

What

IFM’s Sustainable Investing Guidelines (Guidelines)
seek to define our sustainable investing approach.
These Guidelines generally apply to IFM’s funds
across the following investments:

e Infrastructure Equity

e Debt Investments

e Private Equity

e Listed Equities

Client mandates and certain indirect investments

(such as derivatives) are not subject to these
Guidelines.!
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Sustainability considerations are considerations
that relate to society and the environment, such as
climate change, worker safety and labour rights.
These considerations can give rise to investment
risks, opportunities and impacts that can be
financially relevant and ultimately affect investment
performance.

Sustainable investing is the approach we use

to integrate sustainability considerations into
investment analysis, decision-making, ongoing
management, and oversight of investments,
recognising the impacts these can have on
investment performance, as well as on wider society
and the environment.

Our sustainable investing approach aims to manage
financial risk and improve the performance. As part
of this approach, we seek to identify, understand, and
manage a broad range of risks and opportunities that
can materially impact the value of our investments.

Our sustainable investing approach varies across
asset classes and is tailored based on considerations
such as the holding period and the degree of
influence we have.

IFM has adopted our own definitions of sustainable
investing and sustainability considerations in these
Guidelines and such terminology is not intended to
refer to any regulatory definition.

Through our sustainable investing approach, IFM
aims to support a sustainable transformation of the
economy in a manner we believe helps deliver long-
term value to our clients and considers the impacts
on people and the planet. To effectively implement
IFM’s sustainable investing approach across our
portfolios, we have developed organisation-wide
principles covering our approach to environmental
action and social inclusion as set out in more detail
below. We aim to implement these principles across
asset classes where practicable and consistent with
our duties.

" With respect to client mandates, certain Listed Equity mandates could be subject to the voting and engagement sections of these Guidelines based on the specific client agreements.
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How e Seeking to improve the performance of portfolio
companies across a range of sustainability

We assess sustainability considerations and their considerations through asset management and

impact on investments across the majority of asset stewardship, including exercising voting rights,

classes! and strategies, noting that the approach where practicable

differs between asset classes.
e Monitoring and reporting
Our Sustainable Investment team leads on the

development and agreement of IFM’s overarching e Advocating to encourage the shift toward a more
approach to sustainable investing with each sustainable financial system

Investment team and other IFM business units, and

provides expert advice on sustainable investing- e Representing IFM in industry bodies and investor
related issues. The Investment teams lead on all practice development.

investing activities and integrating sustainability

considerations into those activities. These Guidelines are reviewed annually following an

established review process.
Our teams will refer to these Guidelines in their
relevant activities, which may include, one or more of
the following:

Who
e Analysis, mitigation, and management of
sustainability considerations for investments These Guidelines apply to all IFM Investors’ and its
subsidiaries’ people, including employees, directors,
e Due diligence temporary agency employees and contractors in all

jurisdictions.?
e Identification and compliance with applicable
laws and regulations

2 See Section ‘What’ for scope definition.
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IFM Sustainable Investing Principles

We have developed a set of sustainable investing principles to guide us

to make investment decisions which aim to maximise the returns and
manage risks for our clients. We aim to implement these principles across
asset classes where practicable. The implementation of these principles is
an ongoing process with some areas more advanced than others, and we
update these principles as new information emerges.

1

Environmental Action

Net Zero transition risks and opportunities

We believe the risks and opportunities arising

from climate change and the transition to a net

zero economy are unprecedented, making it
important in our view that we seek to integrate these
considerations into our investment processes so we
can continue to deliver strong risk-adjusted returns
for our clients.

We believe the most efficient way to mitigate climate
change risk for long-term investors is to consider
whether and how their assets can transition to a net
zero economy by 2050 in a manner that achieves

the goals of the Paris Agreement. Echoing the
agreement reached at COP28, we believe that long-
term investors benefit if this transition happens in a
just, orderly and equitable manner to maximise long-
lasting benefits throughout the global economy.

IFM has set a target aligned with the International
Panel on Climate Change (IPCC) findings to reduce
greenhouse gas emissions, targeting net zero across
our asset classes (scope 1 and scope 2 emissions) by
2050. This target does not apply to client mandates.
The work to determine our approach to deliver on
this target is ongoing, tailored across asset classes
and aligned with our priority to maximise risk
adjusted returns for our clients.? Our overarching
approach largely encompasses transition and
adaptation, and climate solutions investment rather
than divestment. Our ability to achieve our net zero
targets is dependent on advances in technology,
alternative energy sources being available at scale
and, policymakers and portfolio companies making
and delivering on their own net zero commitments.

Biodiversity protection and nature restoration
We believe that there is a need and an opportunity to
contribute positively towards biodiversity protection
and nature restoration. We believe the current rate of
nature degradation is not sustainable, and there is a
need to reduce the adverse impacts where practicable
as well as increase the positive interactions

between investment and nature conservation

and/or restoration. IFM’s teams take a tailored
approach to the management of nature related risks,
prioritising where we can have the greatest degree of
influence aligned with maximising long-term risk-
adjusted returns. This approach may include where
practicable:

e Encouraging and supporting our portfolio
companies to monitor, assess and disclose
risks, dependencies and impacts on nature and
biodiversity in their operations and supply chains

e Collecting data at asset and portfolio level
on activities negatively affecting biodiversity
sensitive areas and assets located in proximity of
protected areas

e Undertaking periodic assessments of nature
related risks across our portfolios both in terms of
materiality to our assets and the impacts of assets
on biodiversity

e Assessing nature related risks at the due
diligence stage of acquiring new assets

e Deepening our awareness of the impact of
deforestation across our assets, understanding
any key risks, and taking steps to mitigate such
risks

e Collaborating and taking part in investor
coalitions targeting action on biodiversity, nature,
and deforestation.

3 As at the publication of these Guidelines, with respect to pooled products, for IFM’s infrastructure equity portfolio and IFM’s private equity portfolio we have also announced interim
2030 targets. IFM’s debt investments team and listed equities team continue to evaluate net zero targets across their portfolios.
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Efficient resource use

With a growing global population and increasing
consumption rates, we believe the risk of breaching
planetary boundaries in key environmental systems
is high and rising. We believe this necessitates
better management of finite resources and a focus
on circular economic activity. We believe a key pillar
of this is the adoption of a circular approach, which
seeks to reduce waste by keeping products and their
underlying resources in use for as long as possible.
Where appropriate and depending on our level of
influence, we will use our position to encourage
portfolio companies to consider, disclose, and
manage risks and opportunities regarding efficient
resource use, reducing waste, and adopting a circular
approach to their products and operations.

2

Social Inclusion

Human rights

We seek to conduct our business in a manner that
respects the human rights and dignity of all people.
We expect the same from our portfolio companies.
We support international efforts to promote and
protect human rights, including opposition to all
forms of slavery and human trafficking.

Internationally recognised standards and guidance*
inform how we consider human rights. Integrating
human rights within our overall risk assessment
approach and due diligence efforts, where practicable
and appropriate, allows us to be alert to higher

risk investments and factor this into our ongoing
monitoring and stewardship activities across our
portfolios.

IFM’s ongoing approach to identifying and
addressing modern slavery risk in our investments,
operations and supply chain is outlined in our
Modern Slavery statement published annually on our
website. We also work together with industry peers
through network collaborations to better understand
and influence the way human rights risks are
managed by the companies in which our portfolios
invest.
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Labour rights

We aim to conduct our business in a manner that
respects labour rights and we expect the relevant
companies in which our portfolios invest to do so as
well. Our purpose puts working people at the heart
of our activities, and this includes demonstrating
workplace leadership with a focus on promoting fair
and safe conduct.

We support international efforts to promote and
uphold these fundamental labour rights and
standards and seek to avoid being complicit in labour
rights abuses and all forms of compulsory (forced) or
child labour. Our approach is informed by:

e Internationally recognised standards and
guidance®

e Upholding labour laws and maintaining fair
employment conditions

e Continuous improvement of workplace health and
safety standards

e Respect for the rights of workers to be
represented by and active in trade unions.

Our focus on labour rights includes the promotion
of safe, fair, and inclusive workplaces and protecting
workers’ rights during key transitions, such as those
relating to industry-focused automation and global
energy transition.

We believe that our commitment to social dialogue
with civil society stakeholders supports our
success, so we seek to facilitate mutually beneficial
engagements between our portfolio companies,
unions, and governments, where we have the
ability to do so. Formalisation of dialogue supports
constructive engagement of stakeholders.

Inclusive workplace culture

IFM believes that strong, diverse, equitable and
inclusive cultures are a value driver for companies

in which our portfolios invest and that a lack of
diversity can lead to poor company performance.
Respect and support of diversity and inclusion and
avoiding discrimination in the workplace is therefore
one of our focus areas. Diversity is a broad concept -
including diversity of thought, gender, culture, age,
ethnicity, skills, experience, and other characteristics.
We believe an inclusive culture that embraces diverse
qualities, backgrounds and perspectives leads to
more innovative thinking, better decision-making
and competitive business performance.

“ These include: International Bill of Human Rights - The International Bill of Human Rights comprising the Universal Declaration of Human Rights and the main instruments though which it has been
codified: International Covenant on Civil and Political Rights and the International Covenant on Economic, Social and Cultural Rights. https://www.ohchr.org/en/what-are-human-rights
- UN Guiding Principles on Business and Human Rights - https://www.ohchr.org/en/publications/reference-publications/guiding-principles-business-and-human-rights

- UN Global Compact - https://unglobalcompact.org/what-is-gc/mission/principles

- OECD Guidelines for Multinational Enterprises on Responsible Business Conduct - MNE Guidelines - Organisation for Economic Co-operation and Development (oecd.org)
- United Nations Declaration on the Rights of Indigenous Peoples - https:/www.ohchr.org/en/indigenous-peoples/un-declaration-rights-indigenous-peoples
5 Including International Labour Organization's (ILO) Core labour standards, UN Guiding Principles on Business and Human Rights, OECD Guidelines for Multinational Enterprises on Responsible

Business Conduct, UN Global Compact.
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Community engagement and Indigenous
people

We believe in supporting collaborative engagement
with communities to create positive and mutually
beneficial outcomes. We recognise that engaging
local communities is an important part of companies
maintaining their standing and reputation locally.

We believe in building relationships with local
communities that are honest, open, inclusive, and
based on a genuine commitment to understand their
history, needs and expectations. This engagement
should help our aim to ensure that the health and
wellbeing of communities in which we operate is
protected, that cultural heritage, protocols and land
rights are respected, and the community voice is
considered in decision-making to avoid significant
adverse impacts.

This approach is informed by the standards of the
UN Global Compact, and frameworks such as the UN
Guiding Principles on Business and Human Rights.

We believe in the notion of Free Prior and Informed
Consent (as enshrined in UN Declaration of the
Rights of Indigenous Peoples) and expect relevant
companies in which our portfolios invest to adhere
to this in their interactions with indigenous people
in their countries of operation. Where we have

the ability to do so, we will challenge companies’
strategies relating to indigenous people if we believe
their strategies are ineffective.

Sl roles and responsibilities

IFM Investors )4

3

Governance, roles & responsibilities

As we pursue our purpose and strive to support

the creation of long-term value and meet the
expectations of our stakeholders, we understand the
importance of robust governance.

Roles and responsibilities

Our overarching sustainable investing approach

is established and monitored at the IFM Board

level. Management supports the execution of

this approach, aiming to ensure sustainability
opportunities and risks are reflected in our risk
management frameworks and plans at the corporate
and investment levels.

Board oversight — Board Responsible
Investment and Sustainability Committee
(BRISC)

The BRISC assists the IFM Board by providing an
objective, non-executive view of the efficacy of our
sustainability strategy and reporting framework. The
Board approves (or delegates approval to the BRISC)
IFM’s sustainable investing strategy, Guidelines

and organisational performance scorecard for
sustainable investing and receives regular reporting
on sustainable investing-related developments

from asset classes and the central Sustainable
Investment team. The BRISC monitors and oversees
progress against key sustainable investing and
sustainability objectives and provides guidance on

The Board

Sustainable investment governance

BRISC

14

GST

17

Investment oversight and review

BIC

1

IC

T

Sub-committees

Asset Management
Investment teams / sustainable investment specialists

Clients & Strategy

Sustainable Investment team Rummmd
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IFM’s sustainable investing approach as proposed by
management.

Executive management responsibility - Global
Strategy Team (GST)

The GST supports IFM’s Chief Executive in executing
overall responsibility for the management of IFM.
The GST is focused on ensuring high-quality support
is provided to the IFM Board, including by seeking
to maintain an efficient and collaborative workplace,
foster a strong, coherent, and inclusive culture, and
develop IFM’s capabilities, including those related to
sustainable investing and stewardship.

Investment oversight and review - Board
Investment Committee, Investment Committee
and Sub-committees

IFM’s Board Investment Committee, Investment
Committee and Sub-committees have oversight

of our investment programmes and portfolios,

with a view to ensuring our sustainable investing
approach and guidelines are appropriately factored
into investment decisions and ongoing portfolio
management.

The Investment Committee and Sub-committees

are responsible for reviewing and approving new
and follow-on investments for our infrastructure
equity, debt investment, and private equity portfolios,
consistent with internal guidelines and procedures.
The approval process includes an assessment,

where relevant, of material sustainability risks and
opportunities by the Investment teams which is

also reviewed by integrated asset class sustainable
investment specialists and the Sustainable
Investment team. The review and, where appropriate,
challenge on sustainability assessments helps with
the appropriate consideration of sustainability risks
in support of investment objectives (including the
delivery of long-term risk adjusted returns) as part
of the approval process and in the context of our
overall purpose. The Investment Committee is also
responsible for monitoring the outcomes of past
investment decisions.

Global Sustainability Steering Group (GSSG)
The GSSG, comprising senior executives from each
IFM business unit and chaired by the Global Head
of Sustainable Investment, helps coordinate and
share information across IFM, supports multi-
disciplinary projects, and monitors progress against
sustainability initiatives.

Firm-wide Sustainable Investing
responsibilities - Sustainable Investment team
[FM’s Sustainable Investment team leads on the
development and agreement of our overarching
sustainability strategy and associated policies and

IFM Investors )4

guidelines with each Investment team and other
IFM business units. These policies and guidelines
are implemented and developed further by the
Investment Teams through applicable procedures or
operating manuals. The Sustainable Investment team
is divided into four functional areas: sustainable
investing integration, stewardship, governance/
reporting/research, and corporate sustainability.
The team focusses on integrating the expectations
of IFM’s clients and wider stakeholders into the
organisation’s sustainable investing approach and
works closely with Investment teams to seek to
ensure client voices are appropriately reflected in
investment strategies and processes.

The team also provides support and specialised
advice, collaborating with Investment teams on their
sustainable investing and stewardship approaches.
Additionally, they coordinate knowledge sharing
between asset classes and across the broader
business and also provide specialist peer review
support to the Investment Committee.

Investment & Portfolio-level Sustainable
Investing responsibilities - Investment teams
The Global Heads of each asset class and the Global
Head of Asset Management (Infrastructure) are
accountable for the execution and implementation
of these Guidelines in the investment and asset
management process. They are supported in this
process by their Investment teams and, where
applicable, integrated asset class sustainable
investment specialists and the Sustainable
Investment team.

Each Investment team considers sustainability
considerations and, to the extent practicable and
consistent with our duties, undertakes stewardship
in their respective investment and asset management
processes. Investment teams, and their integrated
sustainable investment specialists where in place,
lead on the design and execution of asset class-
specific strategies, frameworks, and reporting, in
line with these Guidelines and in consultation with
the Sustainable Investment team. Asset class teams
manage asset and portfolio specific data, and the
Sustainable Investment team collates this data for
external client and regulatory reporting.

Proxy voting and engagement — Proxy Voting
and Engagement Committee (PEC)

The PEC provides oversight of proxy voting

activity for the Australian listed equities’ portfolio
assets within our Listed Equities asset class and

is completely independent of proxy advisers.

The committee determines our approach to our
Australian listed equities portfolio proxy voting and
approves significant votes relating to our largest
holdings. The PEC also approves and monitors
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engagement activities that take place between
IFM and our Australian listed equities’ portfolio
companies. The PEC delegates authority for day-
to-day engagement and voting on listed securities
to representative members in the Sustainable
Investment team and our listed equities portfolio
team.

Remuneration

We include sustainable investing as a part of our
corporate performance scorecard to increase focus
on delivering positive performance on sustainable
investing and wider sustainability goals. By
linking the remuneration of IFM employees to our
sustainability focus areas, we aim to create the
necessary alignment across the business.® Overall
our reward approach is also designed to incorporate
and uphold IFM Risk Management frameworks,
including consideration of sustainability risks.

Reporting

IFM supports a range of sustainability focussed
frameworks and standards and transparently
reports both publicly and to clients on a range of
sustainability considerations across asset classes.

We are also subject to mandatory requirements
under certain regulations. We monitor upcoming
regulations, assess their impact on our business and
work to ensure we comply with new and developing
regulatory requirements.

Sustainability initiatives across IFM are reported to
the BRISC and the Board on a regular basis.

4

Stewardship, engagement and voting

Stewardship is the use of various strategies,
including the responsible allocation, management
and oversight of capital with the aim of creating
long-term value for clients, leading to sustainable
benefits for the economy, the environment and
society.

We include systems-level matters in our
stewardship activities. This means, where
appropriate, we pursue improvements to specific
companies or investments that also have the
added benefit of positively influencing the broader
economic system and society in which we operate.

¢ Applies to all IFM employees excluding some risk and financial control employees.
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IFM believes that effective stewardship,
incorporating company engagement and exercising
voting rights (where applicable and appropriate),
can lead to better company performance, with a
wide range of benefits for our investment portfolios
and beyond.

The overarching approach to how we address
sustainability-related matters with the companies
our portfolios invest in is established at the IFM or
investment advisor level, and then we seek to tailor
our stewardship practices to match the needs of
specific asset classes and strategies, considering
the nature and tenure of holdings and the degree of
influence we have.

For our infrastructure equity portfolio investments,
we work collaboratively with management teams
and other stakeholders to support sustainable
investing initiatives and business practices with the
view to preserving and enhancing the value of these
businesses.

For our debt investment portfolio investments,

we recognise that our greatest ability to influence
is during the initial investment phase and at
refinancing. Post-deal engagement with issuers

is limited, though it does form part of ongoing
investment monitoring and our response to
emerging or potential material sustainability risks.

Our stewardship approach to Australian assets
within our listed equities portfolio involves direct
and indirect company engagement and exercising
our proxy voting rights, while for global listed
equities portfolio investments we work with a proxy
adviser to support our stewardship activities.

In our private equity portfolio, our approach
considers how we can integrate sustainability
considerations into value creation. During
ownership, we seek to drive a range of
sustainability-related initiatives to support the
generation of long-term risk-adjusted returns.

Engagement

Where we believe it is appropriate, we look to engage
in direct dialogue with the entities where we invest
our clients’ funds. We conduct this engagement
either on our own or in collaboration with other
investors.

Through this engagement, IFM seeks to:
e Build strong relationships that facilitate the
transfer and flow of important sustainability data
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e Deepen its understanding of how a company
/ issuer / asset manages sustainability
considerations

e Influence positive change in sustainability
practices, processes and behaviours regarding
company / issuer / asset specific issues and
broader industry, sector or thematic issues

e Escalate issues of concern where relevant.

Voting

IFM has developed proxy voting guidelines which
we apply in relation to listed equities’ portfolio
investments. IFM’s Listed Equity Proxy Voting
Guidelines are contained in Appendix 2.

o

Advocacy & Collaboration

Public policy and regulation are important
contributors to portfolio risk adjusted returns.

We engage in policy advocacy as part of our
contribution to the management of systemic risks,
as well as where there is another appropriate link to
our business or client interests. We aim to engage
the broader investment market and stakeholder
groups to share learnings on systemic sustainability
risks affecting long term returns for our clients.

We seek to achieve this by working closely with

our clients and owners to build collective solutions
that meet their needs in domestic and global
private markets, and by engaging proactively in
public affairs to support asset teams and the wider
business.
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Sustainable investing integration

The integration of sustainability considerations into

IFM’s investment management processes enables us to:

o Identify, understand and manage sustainable
investing risks and opportunities that can affect
investment value and returns in the short,
medium and long term (i.e. focusing on how
sustainability issues impact our investments).

e Understand the potential impacts and
consequences of our investments on external
environmental and social considerations (i.e.
focusing on how our investments impact
sustainability issues externally), given the
potential of such impacts to dynamically turn into
direct risks and opportunities.

As discussed in these Guidelines, IFM’s investment
teams across asset classes (in line with the scope
set out at the start of the document) consider
sustainability considerations alongside traditional
financial and other investment data considerations
in our investment analyses and decision-making,
and stewardship activities to support value creation.
IFM recognises that adverse impacts from
investment decisions may be wide-ranging, and

for this reason, we seek to engage, promote, and
improve the overall awareness of these impacts and
operating performance of our portfolio companies.
We do this by collaborating and consulting with a
diverse range of key stakeholders.

I4

Waivers and exceptions to these
Guidelines

Client mandates and certain indirect investments
(such as derivatives) are not covered by these
Guidelines. The voting and engagement sections
of these Guidelines may, however, be relevant to
certain mandates for our listed equities portfolio
team based on the specific client agreements.

In addition, passive index tracking equity strategies
within our listed equities portfolio do not integrate
sustainability considerations unless tracking a
specific index with sustainability characteristics
They do however use voting and engagements as
stewardship tools.
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Appendix 1- Glossary

asset classes Refers to the sum of our infrastructure equity portfolio, our listed equities
portfolio, our debt investment portfolio and our private equity portfolio (see Our
capabilities | IFM Investors | IFM Investors for further details)

greenhouse gas (GHG) As defined by the Intergovernmental Panel on Climate Change (IPCC) in its
ARG Synthesis Report, greenhouse gases are those gaseous constituents of the
atmosphere, both natural and anthropogenic, that absorb and emit radiation
at specific wavelengths within the spectrum of radiation emitted by the
Earth’s surface, the atmosphere itself, and by clouds. This property causes the
greenhouse effect. Carbon dioxide (CO2), nitrous oxide (N20), methane (CH4) and
ozone (03) are the primary greenhouse gases in the Earth’s atmosphere. Human-
made GHGs include sulphur hexafluoride (SF8), hydrofluorocarbons (HFCs),
chlorofluorocarbons (CFCs) and perfluorocarbons (PFCs); several of these are also
03-depleting.

IFM “IFM”, “IFM Group”, “we” and “our” refer to IFM Investors Pty Ltd (see https://
www. ifminvestors.com/en-au/about-us/) and its subsidiary undertakings. IFM
Investors Pty Ltd acts in a capacity as a diversified portfolio adviser or manager
and any references to IFM acting as an “asset manager” or references to “our

investments”, “our portfolios”, “IFM’s portfolios” or equivalent should be read as
understood to be in this capacity.

Infrastructure/Debt/ Refers to our investments across asset classes. See: Debt Investments | IFM
Listed Equities/Private Investors | Infrastructure | [FM Investors | Listed Equities | IFM Investors |
Equity portfolios Private Equity | IFM Investors

portfolio company / Refers to a public or private company where IFM holds an equity investment.
companies This excludes debt investments.

purpose IFM'’s purpose is to invest, protect and grow the long-term retirement savings of

working people.

stewardship Refers to IFM’s use of various strategies, including the responsible allocation,
management and oversight of capital with the aim of creating long-term value
for clients and beneficiaries, leading to sustainable benefits for the economy, the
environment and society.

sustainability Considerations that relate to society and the environment, such as climate

considerations change, worker safety and labour rights. These considerations, and how they
are integrated into investment processes, can give rise to investment risks,
opportunities and impacts that may be financially relevant and ultimately
affect investment performance. Our assessment of relevant sustainability
considerations and the approach we take varies across asset classes, tenure
of holding and degree of influence we have. References to “sustainability
opportunities”, “sustainability risks” and “sustainability impacts” shall be
construed as opportunities and risks associated with such sustainability
considerations (as applicable). Our definition and use of “sustainability
considerations” and “sustainability risks” differs from, and is not intended to
refer to, the technical definitions of “sustainability factors” and “sustainability
risks” in Article 2, points (24) and (22) respectively under the European
Union’s Sustainable Finance Disclosure Regulation (SFDR) or other applicable
regulations.

10
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https://www.ifminvestors.com/capabilities/private-equity/

IFM Investors 8

sustainable investing Refers to IFM’s approach to integrating sustainability considerations into
investment analysis, decision-making, ongoing management and oversight
of investments, recognising the impacts these can have on investment
performance, as well as wider society and the environment. Our sustainable
investing approach is tailored to asset classes, tenure of holding and degree of
influence we have as owners. Our definition of “sustainable investing” differs
from, and is not intended to refer to, the technical definition of “sustainable
investment” in Article 2, point (17) under the European Union’s Sustainable
Finance Disclosure Regulation (SFDR) or other applicable regulations.

social and Refers to the frameworks’ that identify 12 social foundations and 9
environmental environmental critical Earth system boundaries within which humanity can
boundaries / planetary continue to develop and thrive.

boundaries

The social foundations are internationally agreed minimum social standards and
established through the Sustainable Development Goals.

7 https://www.stockholmresilience.org/research/research-news/2023-09-13-all-planetary-boundaries-mapped-out-for-the-first-time-six-of-nine-crossed.html

1
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Appendix 2 - Voting Guidelines
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Guidelines at a glance

Why

As a holder of listed equities, [FM can cast votes
at company general meetings. The resolutions at
company general meetings can relate to matters
such as remuneration of key executives, election
of directors to the board, environmental and social
targets, and progress.

IFM seeks to achieve an alignment of interest
between company performance and shareholder
value over the long-term and sees the exercise of its
voting rights as a key tool offered to shareholders.

These guidelines provide information that should be
considered as part of the voting decision process.

While every company and general meeting resolution
should be judged on its own merits, these guidelines
seek to ensure consistency in the key considerations
of our voting rationales. We recognise that companies
may be in varying stages in their governance
maturity, and this will be taken into consideration
when determining a voting position.

12

What

These guidelines can be used as part of the
evaluation process for resolutions at company
general meetings.

How

Following these guidelines when evaluating
resolutions and our voting position will enable

IFM to exercise its voting rights in alignment with
overarching principles and positions on various
issues and with a consistent approach, which we

see as a key tool to fulfil our purpose to invest,
protect and grow the long-term retirement savings of
working people.

Who

These guidelines apply to our listed equities holdings
where applicable and will be implemented by the IFM
Proxy Voting and Engagement Committee (PEC) and
its delegates.

Where our clients retain authority for proxy voting,
our client’s instructions will take priority and be
implemented accordingly.

The PEC’s independent decision-making process
aligns with the voting guidelines. In addition to
input from IFM’s listed equities teams, this process
also considers advice from independent, external
research firms and proxy advisers.

The PEC aims to ensure that any proxy advice and
voting recommendations adopted are aligned with
[FM’s own sustainable investing guidelines and that
voting decisions are in best interests of our investors.
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1

Introduction

IFM Investors’ (IFM) Sustainable Investing
Guidelines!' outline our overall approach to
sustainable investing which aims to manage
financial risk and improve the performance of our
investments. As part of this approach, we seek to
identify, understand, and manage a broad range of
risks and opportunities that can materially impact
the value of our investments.

Our stewardship approach for Australian assets
within our listed equities portfolio involves direct
and indirect company engagement and exercising
our proxy voting rights, seeking to influence positive
change. Our stewardship approach for global listed
equities focuses on exercising our proxy voting
rights.

We see voting as a key pillar of our stewardship
activities. Our approach is outlined in regular
stewardship reporting available on our website?*

2

Environmental action

2.1 Net zero transition

We believe the risks and opportunities arising from
climate change and the transition to a net zero
economy are unprecedented, and our expectations
on strategy and disclosure by companies are aligned
with the Climate Action 100+ initiative Net Zero
Company Benchmark*, and are set out below.

Specifically, and using the net zero benchmark as a
guide, we expect companies to:

« Have set an overall ambition to achieve net zero
GHG emissions by 2050 or earlier. This should
include at least 95% of its Scope 1 and 2 emissions,
and the most relevant Scope 3 emission categories
for the company’s sector (where applicable).

« Set short, medium, and long-term greenhouse

gas (GHG) reduction targets that are aligned with
or below the relevant sector trajectory (where

' ifm-sustainable-investing-guidelines-may-24.pdf (ifminvestors.com)
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applicable) needed to achieve the Paris Agreement
goal of limiting global temperature increase to 1.5°C
with low or no overshoot.

» Have a credible and transparent decarbonisation
strategy outlining how the company intends to meet
its medium and long-term GHG reduction targets.

« Commit to decarbonise in line with defined Just
Transition principles, recognising the social impacts
of its decarbonisation efforts.

- Be working to decarbonise its capital expenditures.

« Commit to conducting its policy engagement
activities in accordance with the goals of the Paris
Agreement.

« Ensure the Board has clear oversight of its climate
strategy and management of climate change risks.

« Employ climate-scenario planning to test its
strategic and operational resilience.

Voting

When voting on climate issues, we will assess
company progress against the above expectations.
We understand that progress is not linear, but we
expect there to be a Paris-aligned decarbonisation
plan and for it to be executed over time.

Where this has not been disclosed and/or insufficient
progress in developing and implementing a
Paris-aligned decarbonisation strategy has been
demonstrated, we may vote against non-binding
resolutions such as ‘say on climate’ or remuneration
reports.

If we believe there is insufficient progress or a lack of
adequate acknowledgement by the company, we will
consider voting against Director re-elections. This
will be in order of persons accountable for oversight
of climate change related risks:

« Vote against member(s) of a board committee that
has climate or sustainability in its remit, starting
with the Chair of that committee.

« If no such position is up for re-election, then vote
against the Chair of the Board.

« If the Chair is not up for re-election, then vote
against independent directors, starting with the lead
independent director.

2 Australian Listed Equities Stewardship reports and voting records: Stewardship, engagement and active ownership | IFM Investors | IFM Investors

3 IFM’s Stewardship Report: Governance and reporting | IFM Investors | IFM Investors
“ Net Zero Company Benchmark | Climate Action 100+


https://www.ifminvestors.com/siteassets/shared-media/pdfs/governance-and-reporting/ifm-sustainable-investing-guidelines-may-24.pdf
https://www.ifminvestors.com/en-au/capabilities/listed-equities/stewardship/
https://www.climateaction100.org/net-zero-company-benchmark/
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2.2 ‘Say on climate’ resolutions

A ‘say on climate’ resolution is typically a non-
binding advisory resolution for shareholders to vote
on the climate strategy of a company.

We will make an assessment on whether there

is sufficient detail to form a view on the strategy,
whether it is Paris-aligned, and whether there is
sufficient clarity on how this would be achieved.
Importantly, we will evaluate whether the progress
the company is making in the execution of its
strategy meets our expectations. If these conditions
are satisfied, we will generally vote in favour of the
proposal.

A credible decarbonisation strategy should include:

+ A set of actions the company intends to take to
achieve Paris-aligned emission reduction targets,
including material Scope 3, where appropriate.

« Contribution of individual decarbonisation levers
to achieve overall reduction targets where applicable
(e.g. changing technology or product mix or supply
chain measures).

» Disclosure of quantity and type of offsets, offset
certification and negative emissions technologies it
intends to use.

+ Role of climate solutions in the decarbonisation
strategy (e.g., technologies and products that will
enable the economy to decarbonise).

Voting

« [IFM will generally support proposals that seek
greater disclosure and / or progress from companies
regarding their energy transition and climate
transition action plans.

« We will likely vote against a ‘say on climate’
resolution where we are not satisfied that a Paris-
aligned decarbonisation strategy exists or if we
do not have confidence that it can be successfully
implemented.

2.2.1 Frequency of ‘Say on climate’ resolutions
IFM will advocate for an annual vote given the
rapidly evolving nature of climate transition risk and
believes that a three-year voting cycle can create risk
that action plans become out of date, or the company
becomes less responsive to investor expectations.
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We do not expect that companies update their climate
strategy on an annual basis. We do believe that votes
in intervening years can focus on the disclosure of
progress on the execution of their strategy.

We also believe that an annual vote can encourage
greater engagement and mutual understanding on
the topic between investors and the company, and
result in greater Board accountability.

2.3 Orderly and equitable transition

Echoing the agreement reached at COP28, we
believe that long-term investors benefit if the

energy transition happens in a just, orderly, and
equitable manner to maximise long-lasting benefits
throughout the global economy. A just, orderly, and
equitable transition seeks to ensure that people and
communities are not left behind due to companies
and governments implementing decisions in relation
to the energy transition.

We recognise that it may be difficult for companies
to disclose their approach regarding the impact its
decisions may have on its workers and communities.
Thus, we seek to engage in a constructive dialogue

to help companies inform us of their approach to the
issue. We expect the approach to be part of an overall
energy transition plan with ultimate oversight by the
Board.

Voting

IFM will generally support proposals that seek
greater disclosure and / or progress of a company’s
approach to the social aspects of the energy
transition.

If IFM is not satisfied with the company’s approach
regarding the workers and communities that are
being impacted by its decisions, we may vote against
non-binding resolutions such as ‘say on climate’ or
remuneration reports.

If we believe there is insufficient progress or a lack of
adequate acknowledgement by the company, we will
consider voting against Director re-elections. This
will be in order of persons accountable for oversight
of just transition considerations:

- Vote against member(s) of a board committee that
has sustainability in its remit, starting with the Chair
of that committee.

« If no such position is up for re-election, then vote
against the Chair of the Board
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« If the Chair is not up for re-election, then vote
against independent directors, starting with the lead
independent director.

2.4 Fossil fuels

Where companies have operations that have a
material source of revenue from fossil fuels such as
oil and gas or thermal coal, our expectation is that
these companies have energy transition plans that
are Paris-aligned.

We expect such companies to clearly articulate their
plans to deliver shareholder value over the short-,
medium- and long-term. We expect to see planned
and actual capital expenditure aligned with company
strategy. Furthermore, we expect companies to
disclose and substantiate the demand for their
product for future scenarios including in the medium
to long-term.

Voting

IFM will generally support proposals that seek
greater disclosure and / or progress from companies
regarding the energy transition and climate
transition action plans.

Where this has not been disclosed and/or sufficient
progress in developing and implementing a
Paris-aligned decarbonisation strategy has been
demonstrated, we may vote against non-binding
resolutions such as ‘say on climate’ or remuneration
reports.

If we believe there is insufficient progress or a lack of
adequate acknowledgement by the company, we will
consider voting against Director re-elections. This
will be in order of persons accountable for oversight
of the energy transition strategy:

« Vote against member(s) of a board committee that
has climate or sustainability in its remit, starting
with the Chair of that committee.

« If no such position is up for re-election, then vote
against the Chair of the Board

« If the Chair is not up for re-election, then vote
against independent directors, starting with the lead
independent director.

2.5 Biodiversity protection and nature
restoration

We believe the current rate of nature degradation

is not sustainable, and there is a need to reduce

the adverse impacts where practicable as well as
increase the positive interactions between investment
and nature conservation and/or restoration.
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We recognise that it is difficult for companies
and investors alike to collate and assess relevant
biodiversity protection and nature restoration
related data. However, we encourage companies
to proactively develop an approach to monitoring,
assessing, and disclosing these risks in their
operations and supply chains.

Where a company’s impacts and dependencies on
nature present material financial risks, IFM expects
it to identify, assess, mitigate, and disclose these
risks.

We expect companies that have high exposure to
deforestation related commodities (e.g., palm, oil, soy,
timber, paper etc.) to have policies and processes in
place to address and mitigate the risks within their
businesses and supply chains.

Voting

IFM will generally support proposals that seek
greater disclosure and / or progress of adoption of
methodologies relating to protection of biodiversity
and deforestation.

If we consider that material biodiversity risks are not
being adequately addressed by a company, we may
vote against non-binding resolutions such as ‘say on
climate’ or remuneration reports.

If we believe there is insufficient progress or a lack
of adequate acknowledgement by the company, we
will consider voting against Director re-elections.
This will be in the order of persons accountable for
oversight of nature degradation considerations:

« Vote against member(s) of a board committee that
has sustainability in its remit, starting with the Chair
of that committee.

« If no such position is up for re-election, then vote
against the Chair of the Board

« If the Chair is not up for re-election, then vote
against independent directors, starting with the lead
independent director.

2.6 Efficient resource use

We believe that companies should adopt a circular
approach, which seeks to reduce waste by keeping
products and their underlying resources in use for as
long as possible.

We encourage companies to consider, disclose, and
manage the risks and opportunities available to them
regarding efficient resource use (including water),
reducing waste, and adopting a circular approach
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to their products and operations. We also expect all
policies and targets relating to these issues to be
disclosed publicly.

We expect companies to improve their environmental
performance and reduce their environmental impact
(where possible). This includes reducing waste and
improving the re-use of their products. We expect
companies to incorporate these factors into their
corporate strategy as well as the design of new
products.

For companies where water is a material input into
their operations, we expect a policy relating to water
management use and treatment to be in place.

Voting

IFM will generally support proposals that seek
greater disclosure and / or progress of a company’s
approach to efficient use of resources including
water, reducing waste and the adoption of circular
economy principles.

3

Social inclusion

3.1 Human rights

We expect companies to respect the human rights
and dignity of all people and to have a formal
commitment to do so, including having a due
diligence process to identify related risks. We also
expect that companies proactively seek to identify
and assess modern slavery risks in their supply
chain and put in place (and disclose) actions to
mitigate these risks.

We believe that the Boards of companies should

have ultimate responsibility for ensuring that human
rights are respected not only by the company but also
via those entities in its supply chain.

Voting

IFM will generally support proposals that seek
greater disclosure and / or progress on a company’s
approach to human rights in both its own operations
and its supply chain.

We expect companies that are covered by specific
modern slavery or related legislation in their
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respective jurisdictions to have a process to assess,
manage and mitigate modern slavery risks in their
operations and supply chains. Where we are not
satisfied that a company has done so and are not
willing to improve their approach, we will likely vote
against Director re-elections.

Additionally, if the organisation has an incident
where it breaches our expectations regarding
upholding human rights, we will consider voting
against director re-elections. This will be in order of
persons accountable for oversight of human rights
related risks:

. Vote against member(s) of a board committee that
has human rights or sustainability in its remit,
starting with the Chair of that committee.

« If no such position is up for re-election, then vote
against the Chair of the Board

« If the Chair is not up for re-election, then vote
against independent directors, starting with the lead
independent director.

3.2 Labour rights

We expect labour rights to be upheld at all companies
and this can range from freedom of association, the
right to collective bargaining, the provision of decent
working conditions, and safety in the workplace.

Vulnerable workers, such as those through labour
hire companies or migrant workers who may not
have access to freedom of association, may face
heightened risks to their safety and wellbeing. We
expect companies to identify, assess and mitigate
these risks and uphold international human rights
standards.

Voting

IFM will generally support proposals that seek
greater disclosure and / or progress on a company’s
approach to labour rights in both its own operations
and its supply chain.

If we are not satisfied that a company has adequate
processes in place, or if the performance of the
company is not satisfactory, then we may vote against
non-binding resolutions such as the remuneration
report.

If we believe there is insufficient progress, a lack of
adequate acknowledgement by the company, of if the
organisation has an incident where it breaches our
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expectations regarding upholding labour rights, we
will consider voting against Director re-elections.
This will be in order of persons accountable for
oversight of labour rights related risks:

« Vote against member(s) of a board committee that
has human rights or sustainability in its remit,
starting with the Chair of that committee.

« If no such position is up for re-election, then vote
against the Chair of the Board.

« If the Chair is not up for re-election, then vote
against independent directors, starting with the lead
independent director.

3.3 Workplace safety

Companies have a duty to provide safe working
conditions for their employees. Accidents and
fatalities can have a significant impact on

the workforce and can negatively impact the
performance of the organisation ranging from
productivity loss, possible litigation, impact on
culture, and reputational risks.

IFM expects companies to consider, assess and
manage these risks, with appropriate processes

in place to provide safe working conditions.
Additionally, we also expect companies to focus on
the psychological safety of their employees and have
an approach that focuses on mental wellbeing.

We expect safety data to be disclosed by companies
including any targets and performance against

those targets. This includes both leading and lagging
indicators of safety performance. Leading indicators
may include near-misses, and lagging indicators
should include lost-time injury frequency rate (LTIFR)
and total-recordable injury frequency rate (TRIFR).

We expect any fatalities to be promptly disclosed to
the relevant stock exchange and that information on
consequence management be provided, including
any remedial action post the incident. Companies
should also disclose the results of any investigations.

Where a fatality has occurred during the period, we
expect companies to adjust remuneration outcomes
for executives appropriately including but not limited
to:

« Nil payout of the safety component (if applicable)

« Overall downward discretion to executive
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remuneration, taking into consideration other
elements of the scorecard and overall remuneration
outcomes.

Voting

IFM will generally support proposals that seek
greater disclosure and / or progress on a company'’s
approach to workplace safety including psychological
safety.

If we are not satisfied that a company has adequate
processes in place, or if the performance of the
company is not satisfactory, we may vote against
non-binding resolutions such as the remuneration
report. If we believe there is insufficient progress or
a lack of adequate acknowledgement by the company,
we will consider voting against Director re-elections.

If the organisation has an incident where it breaches
our expectations regarding workplace safety, or if
there are repeated incidents of fatalities over an
extended period, we will consider voting against
director re-elections. This will be in order of persons
accountable for oversight of workplace safety
including psychological safety:

« Vote against member(s) of a board committee that
has safety or sustainability in its remit, starting with
the Chair of that committee.

« If no such position is up for re-election, then vote
against the Chair of the Board.

« If the Chair is not up for re-election, then vote
against independent directors, starting with the lead
independent director.

3.4 Community engagement and Indigenous
people

IFM believes that indigenous people should have
their rights and cultural heritage respected. We
expect companies to consider First Nations issues

in all aspects of their decision-making, and as early
on as the project planning phase for any activity that
may directly impact indigenous people.

We believe in the notion of Free Prior and Informed
Consent (as enshrined in UN Declaration of the
Rights of Indigenous Peoples) and expect companies
to adhere to this in their interactions with indigenous
people in their countries of operation.

We expect the Board to have ultimate oversight and
responsibility for setting the First Nations strategy.
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Voting

IFM will generally support proposals that seek
greater disclosure and / or progress on a company’s
approach to community engagement and indigenous
peoples activities.

If we believe there has been inadequate consideration
for the rights and cultural heritage of indigenous
groups by companies, we may vote against non-
binding resolutions such as the remuneration report.

If we believe there is insufficient willingness to
engage and respect the rights of indigenous groups,
or if the organisation has an incident where it
breaches our expectations regarding indigenous
people/ community engagement, we will consider
voting against director re-elections. This will be

in order of persons accountable for oversight of
indigenous and community related decisions:

« Vote against member(s) of a board committee that
has human rights or sustainability in its remit,
starting with the Chair of that committee.

« If no such position is up for re-election, then vote
against the Chair of the Board

« If the Chair is not up for re-election, then vote
against independent directors, starting with the lead
independent director.

3.5 Data Governance and Cybersecurity
Cybersecurity related breaches are a serious risk for
companies with significant negative consequences
for the firm and broader society.

We expect companies to have processes to identify,
assess, and mitigate these risks and for the Board

to have the ultimate oversight of the company’s data
governance and cybersecurity. This includes, where
relevant, oversight over a company’s automation and
artificial intelligence (Al) strategy.

If a breach was to occur, we expect the response to be
timely and well managed.

Voting

If we believe that there has been a breakdown in
approach that leads to loss of shareholder value or
has a meaningful negative impact on society, we
may consider voting against directors who have
responsibility and oversight in this area.

IFM will generally support proposals seeking greater

disclosure of a company’s approach to managing
cybersecurity related risks.

5 role-of-board-director-tool.pdf (aicd.com.au)
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We acknowledge that the use of Al is an emerging
area, and IFM will generally support proposals
seeking greater disclosure of a company’s approach
to its use of Artificial Intelligence as well as the
ethical use of Artificial Intelligence.

A

Corporate Governance

4.1 Board composition

The Board is responsible for the overall governance,
management, and strategic direction of the
organisation and for delivering accountable corporate
performance in accordance with the organisation’s
goals and objectives®.

We recognise that the responsibility of a director

is becoming increasingly complex and demanding.
As such, we believe that a board of directors should
constantly be evaluating its composition and
effectiveness.

IFM believes that the best functioning company
boards are those with majority independent directors
and a Chair who is independent.

If the company has a founder or majority shareholder
that is the Chair, we expect a lead independent
director be appointed.

We expect the roles of Managing Director and Chair
to be held by two different individuals.

We expect Boards to have both an audit and a
remuneration committee, chaired by an independent
director and be comprised entirely of independent
directors. Boards should also contain a nominations
committee which should have an independent Chair
and majority independent directors as members. In
all cases, these committees should be at a minimum
of three individuals.

Our preference is that for the Chair of the board not
to chair the board committees to reduce the risk of a
concentration of power by a single person.

We encourage companies to disclose a matrix of the
board composition including details of individual
skills, education, experience, gender, age, and
cultural background. Additionally, we expect
companies to have a director tenure policy in place
and a succession plan for the Chair.


https://www.aicd.com.au/content/dam/aicd/pdf/tools-resources/director-tools/board/role-of-board-director-tool.pdf
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We believe that the company should determine the
structure of its board in accordance with its size and
complexity. We do expect the size of the board of,

for example, an ASX300 company to be at least five
directors to allow for sufficient skills, experience, and
diversity.

Voting

If the organisation has not met our expectations on
board composition, we will generally vote against
Director re-elections including members of the
committee we deem to be most directly accountable.
In order it will be, based on who is up for re-election:

« Board Chair
» Nomination Committee Chair

» Longest serving member of the Nomination
Committee

« Longest serving member of the board

We recognise that companies such as those that are
newer entrants to listed markets may be developing
their corporate governance structures and therefore,
we may allow them some grace in the adoption of
these above expectations. This grace period will
depend on the specific circumstances of the company.

4.1.1 Independent directors

The role of an independent director is crucial in
ensuring appropriate governance processes are being
adhered to and that the interests of all shareholders,
regardless of ownership size, are accounted for in the
decision making of the company.

We may not consider a director as independent if
they:

« Are a substantial shareholder or associated with a
substantial shareholder of the company:.

+ Have been an executive of the company within the
past three years.

« Have served for a significant period (defined as 3
full director cycles or 10 years) on the board.

» Have in the past three years been associated with
a material professional service provider to the

company.

+ Are an employee of, or associated with, a material
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supplier or customer of the company.

« Their family have material contractual relationships
with the company, or any other association with

the company and its management, other than as a
director.

» Have received equity-based remuneration where
vesting is based on the performance of the company.

» Have any relationship which could be reasonably
perceived to materially interfere with their ability to
act in the best interests of the company:.

Voting

If any of the above criteria exist, we will likely classify
the director as affiliated, and depending on the

board composition this may result in a vote against a
director re-election.

IFM Investors will generally not support the election
of affiliated, non-independent directors on company
boards that are not majority independent.

4.2 Director elections

In assessing candidates for election or re-election
to the board of directors, and resolutions to remove
directors, IFM Investors will have regard to:

« The performance of the incumbent board giving
regard to financial performance, long-term
shareholder value and conduct.

« The performance of the candidate at the company
in question and at other companies, especially their
record of creating shareholder value.

« If the candidate has demonstrated poor conduct or
judgement.

« Attendance at board meetings.

» The composition of the board and its key
committees, and the capacity of the board and its key
committees to oversee the company’s conduct and
performance on behalf of all shareholders.

« The capacity of the candidate, given other
commitments and attendance at board and
committee meetings, to adequately discharge his or
her duties as a director (see below).

+ The length of the director’s tenure on the company’s
board.
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« The mix of skills, capabilities, and diversity of the
incumbent board.

Voting

When assessing the workload and capacity of a
director, we will consider other obligations of the
individual as well as attendance of board meetings
and performance of the companies the individual has
an association with. We will use a scoring measure
for each role:

+ Chair of a listed company = 2

» Executive of a listed company or large private
company = 2

+ Independent board director =1

« Director of a listed company committee = 1
» Director of a not-for-profit entity = 0.5

+ Advisory role = 0.5

Generally, a total score of five or above would indicate
that the director has limited capacity to fulfil their
required duties, and this may result in a vote against
a direction re-election; however, we will assess each
individual on a case-by-case basis.

For a shareholder nominated director, we will assess
the director based on the same criteria above.
Generally, we will consider supporting the election if
we believe the nominated director is more suitable
than other directors, taking into consideration the
board’s recommendation.

Voting
Generally, IFM will vote in favour of a director
election or re-election unless:

» There are clear concerns over the total composition
of the board and/or expertise of directors.

» Past performance of the nominee shows clear
concerns, including repeated absence at board
meetings, criminal behaviour, or breach of fiduciary
responsibilities.

« The nominated director is an insider or affiliate
to the company and the board is not sufficiently

independent.

+ A more suitable director nominated by shareholders
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is available for election.

» The board repeatedly shows unwillingness to
implement good governance standards, such as
persistently unacceptable compensation practices
and board refreshment.

» The nominee adds to a sub-standard composition
compared to local best practices in terms of tenure,
diversity, skills, and external commitments.

« The board fails to incorporate basic considerations
for gender diversity (see gender diversity section for
more detail).

» There have been questionable transactions with
conflicts of interest.

4.3 Gender Diversity

IFM believes that strong, diverse, equitable and
inclusive cultures are a value driver for companies
in which our portfolios invest and that a lack of
diversity can lead to poor company performance.

We believe that a gender diverse board and
management team will lead to greater decision
making and better overall organisational
performance and that companies should have a clear
governance structure in place to foster diversity
throughout the organisation.

For gender diversity, we expect at least 30% of board
and senior management positions in the companies
we invest in should identify as male and at least 30%
should identify as female. We also believe that boards
should strive for a gender balance by 2030 which

we define as 40% of people who identify as male,
40% who identify as female, and 20% to allow for
any gender®. This should include at least one board
member who self-identifies as an under-represented
minority.

Voting

IFM will generally support resolutions which seek
to promote greater disclosure and / or progress for
how companies consider various forms of diversity
in their organisations, as well as their approaches to
reducing inequity such as gender pay discrepancies.

If our expectations for gender composition are not
met or if there are insufficient plans to address
this, then we may vote against director re-elections
including members of the committee we deem to
be most directly accountable. This will be in the

% In line with 40:40 Vision, an Australian investor and business led initiative working towards gender balance in executive leadership
across all ASX 200 companies by 2030. For further details see here: https:/www.hesta.com.au/4040vision


https://www.hesta.com.au/4040vision
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following order of oversight responsibility, based on
who is up for re-election:

« Board Chair
« Nomination Committee Chair

» Longest serving member of the Nomination
Committee

» Longest serving member of the board.

4.4 Board spill resolutions

We consider each board spill resolution on a case-by-
case basis. When considering board spill resolutions,
we will note:

» Company performance and the performance of the
board and management.

» The interests of long-term shareholders and
the impact of any significant change in board
composition.

+ Shareholder engagement and changes made by the
board to address investor concerns.

» The significance of underlying remuneration issues
at the company:.

o

Remuneration

IFM believes that the remuneration of directors and
executives should be designed to ensure long-term
alignment with shareholder interests, including
rewarding, attracting, and retaining high quality
executives and directors who are key to delivering
long-term shareholder value.

Remuneration reports should facilitate an
understanding of company’s remuneration policies
and practices. Boards should ensure there is full
disclosure of total remuneration packages, including
all components and any termination provisions.

5.1 CEO and key executives

Voting

For remuneration related resolutions such as
remuneration reports or specific equity grants
and plans, we will generally support remuneration
policies and outcomes where:
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« Remuneration structure, policies, metrics, and
targets are disclosed in a clear and meaningful way:.

» The quantum of executive pay is reasonable and
aligned with the performance of the company.

«» Fixed remuneration is at a level that is reasonable
with regards to a company’s sector and relevant peer

group.

« There is a reasonable balance between fixed and
variable remuneration.

« The structure of long-term incentives is primarily
delivered in equity.

» The performance of the share price compared
to the overall equity market or its peers has not
significantly underperformed as judged by the
investment team.

« Variable remuneration underpinned by demanding
and relevant performance hurdles, and is genuinely
‘at risk’, aligned with investor interests and the
company'’s strategic objectives, and capable of being a
true incentive for performance above the executive’s
core duties.

« There is a mixture of financial, non-financial, and
strategic metrics which is used to assess executive
team performance. Non-financial metrics should
include environmental or social metrics that are
relevant for the organisation.

« The vesting timeframes associated with incentive
payments facilitate a focus on long-term value
creation, with a minimum of three years vesting
period.

« Clawback provisions exist which would mean
executives would forgo incentive payments which
were subsequently found to be not justified.

« CEO pay is disclosed as a ratio against the
median, 25th percentile, and 75th percentile, of total
workforce pay.

If the above are not a feature of the remuneration
outcomes at the company, then we may vote against
remuneration related resolutions.

In addition:

» We generally will not support one-off payments or
special bonuses that are unrelated to company or

individual performance.

» We will generally not support performance targets
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that have been changed retrospectively.

» We will generally not support variable incentive
payments that do not have any performance
conditions associated.

5.2 Non-executive directors

Voting

For remuneration related resolutions for non-
executive directors, we will generally support
outcomes where:

» The structure of non-executive director pay ensures
it maintains and promotes non-executive director
independence.

« The quantum of director pay is reasonable and
aligned with the performance of the company.

» Remuneration consists of fixed pay only and there
should be no incentive payments.

» Any increase to a fee cap is clearly disclosed with
adequate explanation.

In addition:

« For smaller companies in exploration or
development phase, we may support the grant of
options or share rights to non-executive directors as
a cash saving measure if there are no performance
conditions and full vesting occurs within 12 months.

5.3 Related-party transactions

We expect the company to have a policy on how it
considers related-party transactions and for this
policy to be disclosed and consistently applied.

Related-party transactions will be assessed on a
case-by-case basis, and we expect such transactions
to be subject to shareholder approval. We expect such
transactions to contain proper oversight and be on
full commercial terms.

We expect the company to clearly explain how the
transaction is in the best interests of shareholders.

We expect companies to have a conflicts of interest
policy which will be disclosed and consistently
applied, and any director who may be considered a
related party will remove themselves from any board
discussions regarding the transaction.
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5.4 Termination payments and change of
corporate control

IFM will generally not support equity grants and
plans for senior executives that vest based on
continuity of employment.

IFM will generally not support guaranteed
termination payments that exceed 12 months’ fixed
pay. Termination payments should not be paid where
an executive retires from office, has resigned, or has
been terminated for poor performance.

IFM will generally not support the automatic vesting
of options and performance rights in the event of

a takeover or change of control of the company:.

Nor will IFM likely support the automatic vesting

of equity awards in the event of termination of
employment.

6

Capital Management

6.1 Equity raisings and placements
We will support equity raisings that we determine
are in the best interests of shareholders.

Where IFM has participated in a placement, an
‘abstain’ vote will be recorded as we are ineligible to
cast a vote.

6.2 Mergers and acquisitions

Major company transactions such as mergers and
acquisitions can potentially increase or decrease
shareholder value. We will assess the proposed
benefits to shareholders.

I4

Other

71 Meeting format

Shareholders should have the right to physically
attend meetings as this promotes transparency and
strengthens engagement between companies and
their respective shareholders. We believe hybrid
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meetings (a simultaneous combination of in-person to submit non-binding proposals at company
and virtual venues) are a good approach as it allows shareholder meetings. This amendment would
shareholders the ability to participate per their eliminate a potential obstacle to the submission
flexibility. of such shareholder proposals, i.e., whether the
subject matter of the proposal is properly a matter
IFM does not support amendments to company for shareholder determination or infringes on
constitutions which permit ‘virtual only’ general the prerogative of the board in respect of the
meetings. management and operation of the company, with

which shareholders are not entitled to interfere.

7.2 Shareholder proposals

We respect the right of shareholders to put We believe that a law-reform approach would be
forward resolutions at annual general meeting preferable to approving ‘ad hoc’ amendments to
(AGM’s) regardless of the topic of the resolution individual companies’ constitutions.
and acknowledge that they can be requisitioned by
parties with various objectives. 7.3 Auditor resolutions

The board must appoint an independent auditor.
IFM assesses shareholder resolutions on a case-by- In considering resolutions relating to auditors,
case basis and judges each resolution on its merit IFM Investors will consider the history of the audit
in the context of how they maintain or increase firm and any relationships outside of the audit
shareholder value creation over the long term. This relationship between the company and the audit
involves a consideration of the importance of the firm.

issue raised as well as the urgency of the company
response. We will consider the resolution in the
context of the company’s own performance as well as
in relation to its peers.

Voting

IFM will generally support shareholder proposals
that promote good corporate citizenship, improved
governance, and transparency, while enhancing
long-term shareholder and stakeholder value. Where
our analysis and / or engagement indicate a need
for improvement in the company’s approach to the
issue, we will support shareholder proposals that
are reasonable and not unduly constraining on
management. We will subsequently look to the board
and management to demonstrate action relating to
the proposal.

Following the support of a shareholder proposal,

if we fail to see demonstrable improvement on the
topic, IFM may consider a vote against a director
re-election as a means of escalating the issue to the
board.

If the board is recommending an ‘against’ vote, we
expect the company to clearly disclose the rationale
for such a recommendation and why its stance is in
the best interests of long-term shareholders.

IFM will typically not support shareholder
resolutions where we believe the adoption of the
proposal would be an over-reach on what we would
expect the company to undertake or disclose.

IFM will generally not support a constitutional
amendment resolution that will allow shareholders

23
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Important Disclosures

The following disclosure applies to this material and any information provided
regarding the information contained in this material. By accepting this material,
you agree to be bound by the following terms and conditions. The material does
not constitute an offer, invitation, solicitation or recommendation in relation to the
subscription, purchase or sale of securities in any jurisdiction and neither this
material nor anything in it will form the basis of any contract or commitment. IFM
Investors (defined as IFM Investors Pty Ltd and its affiliates) will have no liability,
contingent or otherwise, to any user of this material or to third parties, or any
responsibility whatsoever, for the correctness, quality, accuracy, timeliness,
pricing, reliability, performance or completeness of the information in this
material. In no event will IFM Investors be liable for any special, indirect, incidental
or consequential damages which may be incurred or experienced on account of
a reader using or relying on the information in this material even if it has been
advised of the possibility of such damages.

Certain statements in this material may constitute “forward looking statements” or
“forecasts”. Words such as “expects,” “anticipates,” “plans,” “believes,” “scheduled,”
“estimates” and variations of these words and similar expressions are intended to
identify forward-looking statements, which include but are not limited to projections
of earnings, performance, and cash flows. These statements involve subjective
judgement and analysis and reflect IFM Investors’ expectations and are subject to
significant uncertainties, risks and contingencies outside the control of IFM
Investors which may cause actual results to vary materially from those expressed or
implied by these forward looking statements. All forward-looking statements speak
only as of the date of this material or, in the case of any document incorporated by
reference, the date of that document. All subsequent written and oral forward-
looking statements attributable to IFM Investors or any person acting on its behalf
are qualified by the cautionary statements in this section. Readers are cautioned
not to rely on such forward looking statements. The achievement of any or all goals
of any investment that may be described in this material is not guaranteed.

Past performance does not guarantee future results. The value of investments
and the income derived from investments will fluctuate and can go down as
well as up. A loss of principal may occur.

This material may contain information provided by third parties for general
reference or interest. While such third party sources are believed to be reliable,
IFM Investors does not assume any responsibility for the accuracy or
completeness of such information.

This material does not constitute investment, legal, accounting, regulatory, taxation
or other advice and it does not take into account your investment objectives or
legal, accounting, regulatory, taxation or financial situation or particular needs. You
are solely responsible for forming your own opinions and conclusions on such
matters and for making your own independent assessment of the information in
this material.

This material is confidential and should not be distributed or provided to any
other person without the written consent of IFM Investors.

Environmental, Social, and Governance (“ESG") strategies may take risks or
eliminate exposures found in other strategies or broad market benchmarks that
may cause performance to diverge from the performance of these other
strategies or market benchmarks. ESG strategies will be subject to the risks
associated with their underlying investments’ asset classes. Further, the demand
within certain markets or sectors that an ESG strategy targets may not develop as
forecasted or may develop more slowly than anticipated.

An infrastructure investment is subject to certain risks including but not limited to:
the burdens of ownership of infrastructure; local, national and international
economic conditions; the supply and demand for services from and access to
infrastructure; the financial condition of users and suppliers of infrastructure
assets; changes in interest rates and the availability of funds which may render
the purchase, sale or refinancing of infrastructure assets difficult or impractical;
changes in environmental and planning laws and regulations, and other
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governmental rules; environmental claims arising in respect of infrastructure
acquired with undisclosed or unknown environmental problems or as to which
inadequate reserves have been established; changes in energy prices; changes
in fiscal and monetary policies; negative economic developments that depress
travel; uninsured casualties; force majeure acts, terrorist events, under insured or
uninsurable losses; and other factors beyond reasonable control.

Investments in fixed income securities are subject to the risks associated with
debt securities generally, including credit, interest rate, call and extension risk.

Private equity investments are speculative, highly illiquid, involve a high degree of
risk and have high fees and expenses that could reduce returns; they are,
therefore, intended for experienced and sophisticated long-term investors who
can accept such risks. Furthermore, restrictions on transferring interests in private
equity funds may exist so prospective investors should be prepared to retain their
investments in the fund until the fund liquidates. Private equity funds may borrow
money or use leverage for a variety of purposes, which involves a high degree of
risk including the risk that losses may be substantial. Lastly, the possibility of
partial or total loss of a private equity fund’s capital exists, and prospective
investors should not subscribe unless they can readily bear the consequences of
such loss. There can be no assurance that the private equity fund sponsor’s or the
fund’s investment objectives will be achieved or that investors will receive a
return of their capital.

Australia Disclosure

This material is provided to you on the basis that you warrant that you are a
“wholesale client” or a “sophisticated investor” or a “professional investor” (each
as defined in the Corporations Act 2001 (Cth)) to whom a product disclosure
statement is not required to be given under Chapter 6D or Part 7.9 of the
Corporations Act 2001 (Cth). IFM Investors Pty Ltd, ABN 67 107 247 727, AFS
Licence No. 284404, CRD No. 162754, SEC File No. 801-78649.

Netherlands Disclosure

This material is provided to you on the basis that you warrant that you are a
Professional Investor (professionele belegger) within the meaning of Section 1:1
of the Dutch Financial Supervision Act (Wet op het financieel toezicht). This
material is not intended for and should not be relied on by any other person. IFM
Investors (Netherlands) B.V. shall have no liability, contingent or otherwise, to any
user of this material or to third parties, or any responsibility whatsoever, for the
correctness, quality, accuracy, timeliness, pricing, reliability, performance or
completeness of this material.

United Kingdom Disclosure

This material is provided to you on the basis that you warrant that you fall within
one or more of the exemptions in the Financial Services and Markets Act 2000
(“FSMA") [(Financial Promotion) Order 2005][(Promotion of Collective Investment
Schemes)(Exemptions) Order 2001, or are a Professional Client for the purposes
of FCA rules] and as a consequence the restrictions on communication of
“financial promotions” under FSMA and FCA rules do notapply to acommunication
made to you. IFM Investors (UK) Ltd shall have no liability, contingent or otherwise,
to any user of this material or to third parties, or any responsibility whatsoever, for
the correctness, quality, accuracy, timeliness, pricing, reliability, performance or
completeness of the information in this material.

Switzerland Disclosure

This Information is provided to you on the basis that you warrant you are (i) a
professional client or an institutional client pursuant to the Swiss Federal Financial
Services Act of 156 June 2018 (“FinSA”) and (i) a qualified investor pursuant the
Swiss Federal Act on Collective Investment Schemes of 23 June 2006 (“CISA”),
for each of (i) and (i) excluding high-net-worth individuals or private investment
structures established for such high-net worth individuals (without professional
treasury operations) that have opted out of customer protection under the FinSA
and that have elected to be treated as professional clients and qualified investors
under the FinSA and the CISA, respectively.
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