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In 2016, South Korea and Taiwan introduced
Stewardship Codes. This followed the launch of the
Japanese Stewardship Code in 2014. The concept of
stewardship – asset owners and asset managers engaging
with companies on issues including board composition,
shareholder returns, and corporate disclosures – is young
in all three countries. With this immaturity comes
uncertainty about what engagement means; concern
about the risk of investors becoming ‘inside’; doubt over
their motives, and the value of this focus on engagement.
As investors with a global perspective, we believe we
can help both companies and asset owners to navigate
some of the perceived complexities and responsibilities.
We are involved in the discussion in two ways.
The first is through our regular meetings with clients
and companies, and the second through presentations to a
wide range of industry participants at conferences and
seminars organised by Baillie Gifford. Over the past three
years we have presented annually on the opportunities
and responsibilities associated with a proactive approach
to stewardship in Japan, South Korea and Taiwan. The
markets are obviously quite different, but many of the
governance challenges are similar. Historically, boards

have comprised executive directors and non-independent
outside directors; companies have had rich balance
sheets; and dividend pay-out ratios and shareholder
returns have been lower than they could be. There is
significant room for increased transparency in all
corporate reports.
The content of recent presentations has therefore
focused on the role of an independent non-executive
director, the purpose of engagement and the value of
good corporate disclosures.
 We describe Independent non-executive directors as
‘critical friends’, there to provide advice and direction
to the management. They should bring a different
perspective and represent minority shareholders. They
need the ability to challenge and probe without
meddling in operational matters.
 The purpose of engagement is that it provides insight
beyond what can be garnered from annual reports, and
builds trust and confidence.
 The value of thorough and complete corporate
reporting, with English translation, is important for
communications with all stakeholders, and more
specifically should increase access to capital.
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It is important to always return to the question of why
we are talking about governance and stewardship with
companies and other industry participants. The reason is
because good governance and transparent reporting is one
influence on a company’s reputation; it builds confidence
and trust which should result in a more stable long-term
shareholder base.
The most recent seminar we hosted was in Seoul,
South Korea at the end of April. Our timing was
unintentional but this coincided with the other significant
governance event in the country that day, the meeting of
Moon Jae-in, President of South Korea, and Kim Jongun, leader of North Korea. It reminded us of the
importance of the role of politics in shaping the operating
environment, and societies’ expectations of companies.
Among the areas influenced by the political environment
are regulation, tax rates, and tariffs. None of these is a
strictly traditional governance concern, but all need to be
considered and managed everyday by companies’
management teams. It is worth noting that these issues
are not unique to the three countries we are speaking
about, and priorities will often alter with a change of
government.
The political environment in Japan, South Korea and
Taiwan is influencing the corporate operating
environment and the introduction of stewardship codes is
one area of ongoing reform and, therefore, influence.
In South Korea, the current regime is in favour of
stricter governance and wants to restructure the Chaebol
conglomerates. In fact it was elected in 2017 on the back
of a promise of reform following the impeachment of the
previous president of South Korea on charges of bribery
and inappropriate business dealings. In Japan, the
introduction of the stewardship and corporate governance
codes was a response to 20 years of deflation. In Taiwan,
the driver for governance reform is an acknowledgement
of what best practice looks like, and an understanding
that reform isn’t always the result of a corporate scandal
or stagnant market. These discussions will continue; the
introduction of a stewardship report is just the start of the
governance reform journey.
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We expect our focus on governance, sustainability
matters and stewardship activities more generally to
intensify over the coming years. This is a subject of
growing relevance and importance. In recognition of this,
we are strengthening the Governance and Sustainability
team and have recently recruited an additional three
analysts. Every investment team now has a dedicated
analyst who is responsible for ensuring materially
relevant environmental, social and governance matters
are considered by the investment team. They work in
collaboration with the investors with the overarching goal
of helping the portfolio managers do the best job they can
for our clients.
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Voting Activity
Votes Cast in Favour

Votes Cast Against

Votes Abstained/Withheld

Companies

19 Companies

8 Companies

1

Resolutions

220 Resolutions

18 Resolutions

1

South Korea and Taiwan introduced Stewardship Codes in 2016, two
years after Japan, so their stewardship - asset owners and managers
engaging with companies on such issues as board composition and
shareholder returns - is still young
As investors with a global perspective, we believe we can help both
companies and asset owners to navigate some of the perceived
complexities and responsibilities
We expect our focus on governance, sustainability matters and
stewardship activities more generally to intensify over the coming
years, so we are strengthening the Governance and Sustainability
team

Firmwide Company Engagement
Engagement Type

Company

AGM or EGM Proposals

Amazon.com, Inc., Facebook Inc.,
Salesforce.com, inc., Tesla, Inc., Under
Armour Inc, Workday Inc.

Notes on company engagements highlighted in blue can be found in this report. Notes on other company
engagements are available on request.

Governance Engagement
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Company

Engagement Report

Tesla, Inc.

We had a call with the chair of the compensation and nomination committees ahead of the
2018 annual meeting. The company was the subject of two shareholder proposals; a
request to introduce an independent board chairman and the adoption of proxy access.
Tesla has willingly engaged with us and continues to offer direct access to senior board
members - a rare practice in the US market. The discussion provided a better
understanding of how the board operates, including the ongoing refreshment process, the
criteria for new board candidates and the expectations for existing directors. The call
reaffirmed our confidence that management and the board are focused on delivering on
the company's long-term strategy for the benefit of all stakeholders. Accordingly, we
decided the changes requested by the shareholder proposals were not appropriate and
opposed the resolutions. The proposals failed to receive approval.

Voting
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Votes Cast in Favour
Company

Meeting Details

Resolution(s)

Voting Rationale

Facebook

Annual
31/05/18

5

We supported a shareholder resolution to remove
the supermajority voting provisions from the
company's articles.

Netflix Inc

Annual
06/06/18

5

We supported a shareholder proposal to introduce
the right for long-term shareholders to be able to
propose additional directors to the board. We
believe that the proposed change would be in our
clients' best interests.

Netflix Inc

Annual
06/06/18

8

We supported a shareholder proposal to adopt a
simple majority voting standard for changes to the
company's articles of association.

Netflix Inc

Annual
06/06/18

9

We supported a shareholder proposal to adopt a
simple majority voting standard for director
elections.

Salesforce.com

Annual
12/06/18

6

We supported a shareholder resolution to remove
supermajority voting requirements from the
company's articles as we believe it is in
shareholders' best interests.

Companies

Voting Rationale

AIA Group, ASML, Amazon.com, Atlas Copco A, Bluebird
Bio Inc, Facebook, Hermes International, Illumina,
Intuitive Surgical, Ionis Pharmaceuticals, Kering, L'Oreal,
NVIDIA, Netflix Inc, Rocket Internet SE, Salesforce.com,
Seattle Genetics, Tencent, Under Armour Inc Class A

We voted in favour of routine proposals at the aforementioned
meeting(s).

Voting
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Votes Cast Against
Company

Meeting Details

Resolution(s)

Voting Rationale

Amazon.com

Annual
30/05/18

5, 6

We opposed a proposal requesting the separation
of the CEO and Chair positions as we disagreed
with the assertion that the current joint position
weakens the company’s governance. We consider
the current board profile and presence of a lead
independent director to be sufficient to provide
oversight of management and represent
shareholders’ interests. We also opposed a
proposal to amend the company’s vote counting
methodology by removing abstentions, considering
the proposed change to be unnecessary and one
that would reduce the level of discretion provided
to shareholders who decide to abstain from voting.

Facebook

Annual
31/05/18

3, 4, 6-8

We opposed five shareholder resolutions regarding
changes to the dual-class share structure, a board
level risk committee, additional reporting on
content management and gender pay, and
adopting a set of tax principles. As long-term
shareholders we are comfortable that the current
share structure supports founder and CEO Mark
Zuckerberg’s ability to manage the business for the
long-term. We also believe the company has shown
through recent actions that they are capable of
improving their management of risk and content
without additional bureaucracy. With regard to the
gender pay reporting the company releases a
diversity report every year and is proactive in trying
to increase the percentage of women throughout
the business. On tax we believe that all portfolio
companies should pay their fair share of tax,
however we do not believe the adoption of
principles would provide additional benefit to
shareholders. Furthermore, the proponent did not
demonstrate the company’s current tax practices
were inadequate or in violation of relevant tax laws.

Illumina

Annual
23/05/18

4

We opposed a shareholder resolution to declassify
the board as we do not believe it is in shareholders'
best interests.

Kering

OGM
26/04/18

8, 9

We opposed the executive remuneration policy as
several aspects are not in line with best practice.

L'Oreal

Annual/Special
17/04/18

18

We are opposing a resolution to change voting
disclosure notification requirements as we do not
believe the amendments are in shareholders’ best
interests at this time.

Netflix Inc

Annual
06/06/18

4

We opposed a shareholder proposal to allow
shareholders to call a special meeting. Whilst we
appreciate this authority is consistent with
governance best practice, we are concerned that it
could be exploited by activist shareholders to
distract from the company’s long-term strategy.

Netflix Inc

Annual
06/06/18

6

We opposed a shareholder proposal to expand the
circumstances under which the company can
clawback incentive-based compensation. We are
satisfied that the current executive compensation
policy provides appropriate pay-for-performance
and alignment with shareholders.

Voting
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Netflix Inc

Annual
06/06/18

7

We opposed a shareholder resolution to provide
the right to act by written consent. As long-term,
foreign shareholders of Netflix, we are concerned
that the written consent process can frustrate an
orderly and transparent debate on the merits of
proposed actions. We prefer that such issues are
raised and decided upon at shareholder meetings.

Salesforce.com

Annual
12/06/18

7

We opposed a shareholder resolution to adopt
guidelines for country selection as we believe it is
overly prescriptive and of no benefit to
shareholders.

Under Armour Inc Class A

Annual
09/05/18

2

We opposed the executive compensation policy as
the company granted retention awards during the
year which we do not believe are aligned with
shareholders' best interests.

Company

Meeting Details

Resolution(s)

Voting Rationale

Amazon.com

Annual
30/05/18

4

We abstained on a proposal regarding board
diversity as it was removed from the agenda ahead
of the meeting.

Votes Abstained

Votes Withheld
We did not withhold on any resolutions during the period.
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