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Wales Pension Partnership
Emerging Markets Fund

Proxy Voting Report
Period: April 01, 2023 - June 30, 2023

Votes Cast 3525 Number of meetings 280

For 2906 With management 2833

Withhold 11 Against management 692

Abstain 0

Against 603

Other 5

Total 3525 Total 3525

In 190 (68%) out of 280 meetings we have cast one or more votes against management
recommendation.
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General Highlights
2023 Banking Crisis: A cautionary tale of corporate governance
The spring of 2023 was far from serene. The world watched in shock as Silicon
Valley Bank (SVB), Signature Bank and First Republic failed in the US, spreading
fears of contagion to other regional banks and beyond. Credit Suisse, once a symbol
of Swiss financial power and stability, collapsed after years of scandals, and was
taken over by its long-time domestic rival UBS in a rushed deal orchestrated by the
government.

One question is now on everybody’s mind – what went wrong? The simple answer is
corporate governance.

In recent years, environmental, social and governance (ESG) factors have gained
growing importance. The ’E’ and the ‘S’ have arguably drawn the most attention
recently, led by the focus on combating climate change. There is now a growing
awareness that effective governance is imperative to long-term ESG success, and
that poor corporate governance can have far-reaching consequences for the
economy as a whole. Governance – once a more traditional topic for investors –
seemed to have gone out of fashion, but every time something goes wrong,
investor attention refocuses on it.

Where are we at?

The Federal Reserve’s report examining the SVB collapse concluded that the bank
failed because of a “textbook case of mismanagement”.The regulator found that
the directors and management failed to manage risk, noting that the full board was
neither adequately informed by management on risk, nor did they hold
management accountable for effectively managing this risk. According to the
report, the growth of Silicon Valley Bank Financial Group, the holding company of
SVB, “far outpaced the abilities of its board of directors and senior management”,
while executive compensation packages incentivized managers to focus on short-
term profit.

Similarly, a report from the Federal Deposit Insurance Corporation (FDIC) concluded
that the collapse of Signature Bank was due to “poor management”.The regulator
noted that “the board of directors and management pursued rapid, unrestrained
growth without developing and maintaining adequate risk management practices
and controls appropriate for the size, complexity and risk profile of the institution.”

While the report into the Credit Suisse collapse is yet to be released by the Swiss
government, the lender was engulfed in one scandal after another in recent years.
Its long list of missteps ranged from accusations of spying to money laundering, and
pointed out deep-rooted corporate governance issues. In fact, the 2021 report by
the Paul Weiss law firm into the Archegos debacle, in which Credit Suisse lost
billions on highly risky financial swaps, reads like a case study of what can go wrong
in a firm’s corporate governance.

The report revealed no less than “a lackadaisical attitude towards risk and risk
discipline; a lack of accountability for risk failures; risk systems that identified acute
risks, which were systematically ignored by business and risk personnel; and a
cultural unwillingness to engage in challenging discussions or to escalate matters
posing grave economic and reputational risk.” While the lender rolled out an
extensive set of measures to remediate the shortcomings identified, the ensuing
events which ultimately led to its demise suggest that these issues were far from
being resolved.
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What next? 

Looking back, the enhancement of corporate governance regulations was often a
result of corporate failures. The Sarbanes-Oxley Act was passed in the aftermath of
the Enron and WorldCom scandals. The 2003 collapse of Italian food giant Parmalat
prompted a reformof insolvency law.We can thereforeexpect that the unfolding
crisis will again trigger regulatory reform. However,should this reformbe the sole
focus?

In a recent speech, the European Central Bank’s Chair of the Supervisory Board
noted the following:

“We should abandon the ambition of designing ever-more precise regulations that
accurately measure all risks under any circumstances, covering even the most
extreme business models and risk configurations. That approach only results in
excessive complexity,with burdensome procedures for supervisors and excessive
rewards for the few institutions that have the wherewithal to game the system.
Instead, we should focus our efforts on empowering supervisory teams, within a
strong accountability framework.”

The reality is that a myriad of factors contribute and lead to good governance. It’s
not only about having experienced directors on the board. It is also about fostering
a sound ethical tone at the top and having the right board dynamics, ensuring that
directors are engaged, that they challenge management and promote a culture of
accountability. It is also about ensuring that shareholders have the proper tools
available to hold the board and management accountable.

As shareholders, we are co-owners of many companies, and thus have the right to
vote at their shareholder meetings. We use our voting rights with the aim of
influencing a company’s corporate governance and other relevant investment-
related decisions in the best interest of our clients. This ensures that we can hold
companies accountable for poor performance across all three dimensions of ESG.
Voting can be used to push for basic governance tools and should be used by
shareholders to flag their concerns by voting against the appropriate agenda item.
Corporate governance only functions well if shareholders make active use of their
rights and hold management to account for their performance – something that we
still need much more of.
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Disclaimer
Robeco Institutional Asset Management B.V.(‘Robeco’) distributes voting reports as a
service to its clients and other interestedparties. Robeco also uses these reports to
demonstrate its compliance with the principles and best practices of the Tabaksblat Code
which are relevant to Robeco.Although Robeco compiles these reports with utmost care
on the basis of several internal and external sources which are deemed to be reliable,
Robeco cannot guarantee the completeness, correctness or timeliness of this
information. Nor can Robeco guarantee that the use of this information will lead to the
right analyses, results and/or that this information is suitable for specific purposes.
Robeco can thereforenever be held responsible for issues such as, but not limited to,
possible omissions, inaccuracies and/or changes made at a later stage. Without written
prior consent from Robeco you are not allowed to use this report for any purpose other
than the specific one for which it was compiled by Robeco.


