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ntroduction

Continental Europe

The two main global proxy advisors, ISS and Glass Lewis have ISS
recently updated their voting policies, while the Spanish proxy advisor, v
Corporance, has created its own policy. These situations impact the

Spanish proxy season.

The following corporate governance matters have been affected by the

proxy advisors: {} GLASS LEWIS Continental Europe

* Board elections
Shareholder Proposals &

« Remuneration-related matters ESG-Related Issues

» Non-financial information statements

* ESG & shareholder proposals Spain
« Amendment of bylaws and

» Unequal voting rights

For further reading, these are the full voting policies applicable to CORP®RANCE Voting policies are not made public
Spanish issuers in 2024 at the time this report was issued

Spain 2024: Proxy advisors' updates 2


https://www.issgovernance.com/file/policy/active/emea/Europe-Voting-Guidelines.pdf?v=1
https://www.glasslewis.com/wp-content/uploads/2023/11/2024-Continental-Europe-Benchmark-Policy-Guidelines-Glass-Lewis.pdf?hsCtaTracking=0360dbee-cd54-4d63-a9f0-ec5247693a04%7C5b288274-eba2-417f-89ae-fe60a1db67a5
https://www.glasslewis.com/wp-content/uploads/2023/11/2024-Shareholder-Proposals-ESG-Benchmark-Policy-Guidelines-Glass-Lewis.pdf?hsCtaTracking=db1879fb-3a86-4ec9-b375-2e7553b38dfd%7C18cc625c-4eb7-451b-b0c8-1196c73e49b2
https://www.glasslewis.com/wp-content/uploads/2023/11/2024-Spain-Benchmark-Policy-Guidelines-Glass-Lewis.pdf?hsCtaTracking=f9d44237-b5be-406f-9aa6-4be4439285b1%7C6b4c761c-de2d-41bb-bb92-17b6b678cdfe

Corporate reporting,

ESG & Shareholder Proposals, Bylaws, and Capital Structure

ISS >

7 L GLASS LEWIS

CORPORANCE

ESG &
Shareholder
Proposals

Bylaws and
Regulations

Applicable
jurisdiction

Capital
Structure

Unequal voting
rights

Similar provisions in place

The reasons to recommend AGAINST are clarified:
« Late release of the report.

« Failure to provide compelling information on material
controversies.

« Concerns on reporting completeness and quality.

» Failure to disclose GHG emissions for Scope 1 and 2
in blue-chip and mid-cap indexes.

Ambitious long-term objectives with short- and medium-
term targets (roadmap). Measurement and reduction of
emissions, focus on worker and human rights, supply
chain, workforce (diversity, health & safety, pay gap),
ethics, social and community contributions, and
country-by-country tax disclosure.

In absence of a formal Say on Climate resolution, non-
financial statements will be looked at.

No similar guidelines

GL will look to publicly available disclosures made by
both the company and shareholder proponents
concerning engagement between the two parties.

Also, companies are expected to make a concerted
effort to provide disclosure in their proxy statements on
their engagements with their broader shareholder bases
on issues raised by shareholder proposals

No similar guidelines

No similar guidelines

For issuers requesting shareholder the approval of
bylaws’ amendments to specify the exclusive place of
jurisdiction is at the registered office of the company, GL
may oppose to such resolution since it may discourage
shareholder claims by making them more difficult to
pursue.

No similar guidelines

At widely-held companies with unequal voting rights,
oppose the (re)election of directors who are primarily
responsible for, benefiting from, or affiliated with a
shareholder benefiting from the unequal vote structure.
Exceptions include:

* Newly-public companies.

» The distortion amongst political and economic power
does not exceed 10 percentage points calculated to
the entire share capital for multiple share classes and
on individual shareholder.

« Sufficient bylaw protection for minority shareholders.

No similar guidelines

No similar guidelines
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Board and Committees

Directors’ ESG
accountability

Board & Directors’ skills

Committees

Directors’
attendance

Directors’
interlocking

Scalation to
committee
members

ISS >

4 ¢ GLASS LEWIS

CORPORANCE

No similar guidelines

Applicability: Directors of large and mid-cap issuers with
material ESG oversight concerns and material exposure
to climate risks. Also, directors of issuers in industries
where SASB determined that companies’ GHG
emissions represent a financially material risk. GL will
look for:

» Explicit and clear definition of the board’s oversight
responsibilities for climate-related issues.

« Should provide thorough climate-related disclosures
in line with the recommendations of the Task Force
on Climate-related Financial Disclosures (TCFD).

No similar guidelines

No similar guidelines

If an issuer has been impacted by a cyber-attack, GL
will look for insufficient oversight, response or
disclosures on cybersecurity-related issues.

Special focus on industrial, digital, sustainability, and
cybersecurity capabilities at the board.

Similar provisions in place

Poor attendance issues (below 75% of board meetings
or aggregate board and committee meetings) can be
eased upon the release of the reasons behind such low
attendance ratio.

Similar provisions in place

Similar provisions in place

Both public and private boards are considered for
spotting interlocking concerns (identifying poor board
oversight patterns).

Similar provisions in place

Similar provisions in place

Similar provisions in place

Committee members on the ballot will be held
accountable for any extended failure on committee
duties and performance
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Remuneration

ISS >

7 L GLASS LEWIS

CORPORANCE

Benchmarking
& peers

Similar provisions in place

Issuers should disclose their peer group utilized for pay
benchmarking as well as the criteria used in the
selection process —mainly for US-based peers.

Use of a peer group of realistic comparators for fixed
compensation positioning.

Vesting of
variable pay

Similar provisions in place

The vesting of the maximum variable pay shall not
occur if one or more performance targets’ threshold
hurdles was not met.

Similar provisions in place

CEO pay ratio

Similar provisions in place

Similar provisions in place

Disclosure of CEO pay ratio as comparison metric.

Share price &
TSR metrics

No similar guidelines

No similar guidelines

Such targets shall be challenging and not influenced by
capital changes.

Capital
authorities for
equity plans

Similar provisions in place

Authorizations shall not exceed 10% of a company’s
issued share capital if the plan’s beneficiaries extend
over the company’s personnel. If the beneficiaries sit at
the executive committee, the cap is set at 5%.

No similar guidelines

Remuneration

Executive’s
share-based

pay

No similar guidelines

Mitigation of the concerns on equity awards granted to
beneficiaries who are significant shareholders by:

» Setting challenging and diverse targets.

« Disclosing the engagement efforts made on the
matter with free-float shareholders.

» Ensuring that the relevant beneficiary does not
participate in voting on the award.

Similar provisions in place

Executive
shareholding
requirements

Similar provisions in place

« Issuers should adopt requirements for minimum
executive share ownership applicable for the duration
of an executive’s mandate.

» Post-vesting and post-termination holding
requirements shall be used to further align executive’s
interests with those of long-term free-float
shareholders.

No similar guidelines

Executive
severance

Similar provisions in place

Unvested awards should be proportionately reduced to
the time served until an executive’s termination.

Similar provisions in place
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European Governance
Team:

Eduardo Sancho Garcia
Manager, Governance Advisory

e.sancho@morrowsodali.com
M: +34 635 487 250

Mandy Offel
Director, Governance Advisory

m.offel@morrowsodali.com

Cesare Schiavon
Manager, Governance Advisory

c.schiavo@morrowsodali.com

Madrid Office Team:

Borja Miranda Johansson
Managing Director

b.miranda@morrowsodali.com

M: +34 607 483 225

. Rodrigo Rodriguez Gestal

Director, Account Management

r.gestal@morrowsodali.com

. M: +34 659 765 895

Patrick Wightman

- Cross Border Project Manager

p.wightman@morrowsodali.com

Enrique Romero Serrano
Relationship Manager

e.romero@morrowsodali.com

M: +34 615 905 696

Carmen Lees
Project Manager

c.lees@morrowsodali.com

M: +34 663 870 768

Enrique Pérez-Hernandez
Senior advisor

e.perez@morrowsodali.com

- M:+34 672 342 843

Spain 2024: Proxy advisors' updates



Our offices

NEW YORK

430 Park Avenue, 14" Floor
New York, NY 10022
USA

BUENOS AIRES

Cap. Gral. Ramon Freire 1865
CABA - 1428 Buenos Aires
Argentina

MADRID

Calle de Almagro 3
28010 Madrid
Spain

ROME

Via XXIV Maggio, 43
00184 Rome
Italy

TOKYO

Lattice Aoyama Sq. 2F, 1-2-6 Minami-Aoyama,
Minato-ku, Tokyo, 107-0062
Japan

LONDON

103 Wigmore St, Marylebone,
W1U 1QS, London
United Kingdom

DUBLIN

Carmichael House, 60 Lower Baggot St.
Dublin, D02 KP79
Ireland

MELBOURNE

Suite 32, 367 Collins Street
Melbourne, VIC 3000
Australia

SAO PAULO

Av. Dra. Ruth Cardoso, 8501
17° andar / Ed. Eldorado Business Tower
05425-070 Sao Paulo - Brazil

TORONTO

Brookfield Place, 181 Bay Street, Suite 2860
Toronto, Ontario M5J 2T3USA
Canada

SYDNEY

Level 9, 9 Castlereagh Street

Sydney NSW 2000
Australia

FRANKFURT

Taunustor 1
60310 Frankfurt am Main
Germany

PARIS

29-31 Rue de Courcelles
75008 Paris
France

SEOUL

37F, 517, Yeongdong-daero
Gangnam-gu, Seoul, 06164
Republic of Korea

Local partners

BEIJING
MEXICO CITY

HONG KONG

29/F, 28 Stanley Street
Central
Hong Kong

PERTH

Level 9, 190 St Georges Terrace
Perth, WA 6000
Australia

STAMFORD

333 Ludlow Street, 5 Floor, South Tower
Stamford, CT 06902
USA
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