Het vermogen van Reaal Unit Linked wordt beheerd door SNS Asset Management. Aan de vermogensbeheerdiensten van SNS Asset Management (SNS AM) liggen de volgende Fundamentele Beleidsuitgangspunten ten grondslag:

· het vermijden van ernstigste schendingen van de rechten van de mens,

· het vermijden van ernstigste vormen van kinderarbeid,

· het vermijden van betrokkenheid bij dwangarbeid,

· het vermijden van ernstige vormen van corruptie,

· het vermijden van zware vormen van milieuvervuiling,

· geen betrokkenheid bij de productie van wapensystemen waarvan de effecten disproportioneel zijn of die geen onderscheid maken tussen militaire en burgerdoelen
, en

· respect voor algemeen aanvaarde ethische beginselen die gelden in een menswaardige samenleving.

Deze uitgangspunten zijn van toepassing op al het vermogen van SNS Reaal. De ultieme consequentie van ernstige en systematische schendingen van één van bovenstaande uitgangspunten is dat investeringen in de betreffende entiteit niet worden toegestaan. Wanneer er al investeringen zijn gedaan, worden deze op korte termijn verkocht. De ultieme consequentie kan ook van toepassing zijn op bedrijven die niet direct zijn betrokken bij schendingen van één of meerdere Fundamentele Beleidsuitgangspunten, maar waarbij het totaalplaatje van hun gedrag of activiteiten serieuze vragen oproept over hun ethische waarde. 

Het verantwoord aandeelhouderschap van Reaal Unit Linked krijgt daarnaast vorm in haar stemactiviteiten. Reaal Unit Linked neemt haar verantwoordelijkheid door te stemmen op alle aandeelhoudersvergaderingen van bedrijven in portefeuille. De voorstellen van het bestuur van een onderneming die op de aandeelhoudersvergaderingen in stemming worden gebracht, worden getoetst aan richtlijnen op het gebied van corporate governance en verantwoord ondernemen. Bij ernstig tekortschieten zal gebruik worden gemaakt van de mogelijkheid om een tegenstem uit te brengen.

De uitoefening van het stemrecht van Reaal Unit linked op aandeelhoudersvergaderingen wordt uitgevoerd door SNS Asset Management, dat hierin samenwerkt met Governance for Owners. Governance for Owners is een gespecialiseerde organisatie, die uitsluitend diensten aanbiedt op het gebied van fondsen en actief aandeelhouderschap. GO wordt door SNS AM ingehuurd om het stembeleid van SNS AM om te zetten in concrete en inhoudelijk goed doordachte stemadviezen voor de AVAs. GO maakt op zijn beurt weer gebruik van informatie van diverse data providers zoals Risk Metrics Group en Trucost. SNS AM heeft in samenwerking met Governance for Owners (GO) een stembeleid geformuleerd, dat bestaat uit drie delen. Het eerste deel van het stembeleid, dat alle standaard agenda-items adresseert, is vooral gebaseerd op de corporate governance principes van het International Corporate Governance Network (ICGN), die wereldwijd worden gezien als best practice op het gebied van behoorlijk bestuur. Het tweede deel van het stembeleid richt zich op aandeelhoudersvoorstellen. Deze agenda-items gaan steeds vaker, en eerder dan managementvoorstellen, over milieukwesties, mensenrechten of ethische principes. SNS AM heeft speciaal voor deze voorstellen een beleid ontwikkeld, dat gebaseerd is op de Fundamentele Beleidsuitgangspunten van SNS AM. Het derde deel van het stembeleid is tweezijdig. Het richt zich zowel op markten waarin SNS AM verplicht is stukken te laten blokkeren voorafgaand aan de Algemene Vergadering van Aandeelhouders (AVA), als ook op de relatie tussen het uitlenen van en het stemmen met aandelen. SNS AM heeft besloten geen aandelen uit te lenen tijdens de Bijzondere en Algemene Vergadering van Aandeelhouders. 
Stemverantwoording

De vergaderingen:

In het eerste half jaar van 2010 werd in totaal op 111 vergaderingen gestemd.

	
	Voted
	Not Voted
	Total

	H1 meetings
	111
	3
	114


	
	With management
	Opposed management on at least one resolution*

	H1 meetings voted (%)
	38 (33%)
	73 (64%)


	
	For
	Against
	Abstain
	Non-voting
	Total



	Total resolutions
	1432
	146
	26
	24
	1628

	Management resolutions
	1425
	124
	26
	24
	1599



	Shareholder resolutions
	7
	22
	0
	0
	29


Een gedetailleerd overzicht van het stemgedrag van Reaal Unit linked in verschillende markten als ook een beschrijving van de belangrijkste thema’s op het gebied van verantwoord aandeelhouderschap vindt u in bijgevoegde rapportage (Engelstalig).
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� Concreet betekent dit dat ondernemingen die kern-, chemische, biologische wapens, anti-persoonsmijnen en clusterbommen en -munitie produceren of ontwikkelen van investering zijn uitgesloten.








_1344342549.doc
[image: image1][image: image10.jpg]S NS % Asset Management









[image: image11.jpg]





July 2010

TABLE OF CONTENTS


41 Introduction



52 Voting



52.1 Voting behaviour H1 2010



92.2 Key voting themes and case studies in H1







1 Introduction

REAAL Unit Linked funds offer responsible investment solutions integrated in an insurance product.  These funds have the philosophy that the key to successful investment is creating value. The also believe that to ensure good financial performance, we must create value for more stakeholders than the providers of capital alone. Therefore REAAL Unit Linked focuses on the full spectrum of environmental, social and governance (ESG) issues in its voting processes.

This report provides an insight into to voting application of REAAL Unit Linked’s voting philosophy, policy and actual behaviour. 


2 Voting 


A company's stakeholders are not just its investors, but also its customers, suppliers, the community and the environment. We believe that any enterprise that looks after the interests of all stakeholders in such a way that they want to continue to contribute to that enterprise's future represents a better managed company, and, therefore, a natural investment proposition for long-term investors. Companies earn their license to operate by taking into consideration their financial and non-financial interests. REAAL Unit Linked expects all companies to communicate their goals, challenges, achievement and failures to shareholders and other stakeholders in a transparent and open way. We believe that companies should provide comprehensive and meaningful disclosure on their business activities and practices on a regular basis. REAAL Unit Linked reserves the right to vote against any resolution on the meeting agenda where insufficient disclosure has been provided by the company or where the management has failed to explain resolutions and/or justify the approach taken to enable an informed voting decision.


As a responsible investor, REAAL Unit Linked exercises the voting rights attached to our holdings to reflect their interests and aims to vote at all meetings of the companies in our clients’ portfolios. To this end, REAAL Unit Linked will vote in all (blocking) markets and will always recall stocks for voting. 


2.1 Voting behaviour H1 2010


Listed below is a chart summarizing H1 Voting.


		

		Voted

		Not Voted

		Total



		H1 meetings

		111

		3

		114





		

		With management

		Opposed management on at least one resolution*



		H1 meetings voted (%)

		38 (33%)

		73 (64%)





		

		For

		Against

		Abstain

		Non-voting

		Total






		Total resolutions

		1432

		146

		26

		24

		1628



		Management resolutions

		1425

		124

		26

		24

		1599






		Shareholder resolutions

		7

		22

		0

		0

		29





In H1 2010, REAAL Unit Linked voted a total of 114 company meetings across 15 European markets. Three meetings could not be voted due to non-voting shares held in REAAL Unit Linked portfolio and board elections by slate, where no action was allowed to be taken for more than one slate. REAAL Unit Linked’s voting policy was applied to all voting decisions made. REAAL Unit Linked voted in line with all management recommendations at 33% of the meetings and opposed management on at least one resolution (this includes casting a vote in favour of a shareholder resolution when the management recommends voting against) at 64% of meetings. A total of 1628 voting resolutions were reviewed and voted, including 1599 management resolutions and 29 shareholder resolutions. As illustrated in the chart below, REAAL Unit Linked did not support 11% of all management and shareholder resolutions voted in H1 2010.
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Please see the chart below for the voting breakdown by market on a per meetings basis.
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A total of 150 management resolutions were opposed or abstained at the 114 meetings covered in H1. The breakdown of these resolutions by the type of resolution and the vote cast is provided in the chart below.


[image: image5.emf]Negative voting breakdown - Management proposals
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A total of 29 shareholder resolutions were voted, 7 of which were supported. The breakdown of these resolutions by the type of resolution and the vote cast is provided in the chart below.
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2.2 Key voting themes and case studies in H1

Europe


The distribution of the total number of meetings is presented in the chart below.


[image: image7.emf]Meetings distribution per market
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The key issues in the main markets covered in H1 were as follows:


· In the Netherlands, Executive remuneration remains a subject of significant debate. In 2010, companies continue to engage with shareholders and in particular with institutional investors. We continue to witness an improvement in the transparency and structure of executive remuneration with more companies amending their executive remuneration policy in the Netherlands in order to include E&S criteria into performance measures under variable remuneration schemes. Furthermore, some Dutch banks (e.g. ING Groep NV) have adopted new remuneration policies, which go much further in reducing risk and aligning the interests of management with those of shareholders than those of their European counterparts. However, as far as board composition is concerned, more can be expected on the appointment of women and directors, whose background and expertise reflect a more global business strategy and shareholder base.

· In France:  The appointment of women on the board of French companies and in particular the CAC40 segment has been the most notable topic in the recent months. 30 women were appointed on companies’ boards, which is 5 times more than in 2009.  The profile of the newly appointed directors has been quite diverse: Vivienne Cox, Amelie Oudéa-Castéra, Colette Lewiner or Alexandra Schaapveld. The other notable change has been the increased number of CEOs who now combine the roles of chairman and CEO, which, unfortunately, suggests a trend to concentrate the power once more.  This is now the case for half of the CAC40 companies.  It appears that an increasing number of companies have understood the importance of environmental and social issues. The presentations made at the meetings of l’Air Liquide, Suez Environnement, Vivendi or Vallourec seem to indicate an increasing awareness on these topics. Executive remuneration remains a topic of significant scrutiny and controversy.


· In Germany, an increasing number of companies are seeking an advisory vote on the remuneration policy in line with the Act on the Appropriateness of Management Board Remuneration that came into force in August 2009. This is a very positive development, which has increased transparency and highlighted poor alignment between the interests of the management and shareholders in executive remuneration arrangements. Thus, it has become obvious that while very well paid, German top executives receive most of their remuneration in cash based on the company’s performance over one year; where long-term incentives exist they are rarely linked to clearly defined performance targets. The introduction of a four-year vesting period has forced many companies to review their incentive schemes, although phantom options are often used to allow cash payments at the end of the vesting period. Severance payments of between 24 and 36 months annual remuneration remain common spread with companies referring to the German Corporate Governance Code to justify high severance payments. There is still very little disclosure on sustainability issues. On the positive side, many German companies have sought smaller capital increase authorities than in the past, with emphasis put on the pre-emptive issues.  The composition of supervisory boards remains a concern in view of slower progress towards greater diversity of gender, experience and skills on German boards than in many other European markets.


· In Switzerland: Executive remuneration remains a subject of significant debate and scrutiny. A recent study on executive remuneration revealed that despite the economic crisis, aggregate remuneration has increased by 21% (73% in the financial sector). Ethos and other investors and stakeholders continue to engage with companies, urging them to introduce an advisory vote of their remuneration report. However, so far, the remuneration structure in most companies remains unbalanced and somewhat complex, and companies continue to allocate a significant, high proportion of variable remuneration. In total, 21 Swiss companies have put their remuneration system to an advisory vote.  There is also room for improvement in terms of board structure.  There continues to be an insufficient number of women appointed on boards of Swiss company, and, with a few notable exceptions, there is little acknowledgement at board level of the importance of both risk management and environmental and social issues.


· In the UK, executive remuneration remains the main topic of debate and scrutiny, with more companies receiving large negative vote or seeing their remuneration reports defeated than ever before. Perennial concerns over the total level of remuneration persist at certain companies, while the performance conditions of a number of share-based schemes continue to invite challenge. At the same time an increasing tendency to defer bonus awards into restricted shares is a welcome trend. The National Association of Pension Funds has increased its focus on the termination provisions of executive contracts. At the institutional level, the discussion has centered on the Financial Reporting Council’s consultations on a Stewardship Code for Institutional Investors and the new edition of the Combined Code, which was published in May following a review process that took place amid the economic downturn in 2009. Key changes appearing in the 2010 Code relate to the composition and selection of the board, the leadership of the Chairman, annual re-election of directors, the risk management function of the board and the design of long-term incentive remuneration, among others.


· The Italian proxy season took place without any major contested issues. Italy being one of the last European Union-member countries to transpose into national law the EU Shareholder Rights Directive, we have witnessed and complied with share-blocking practices. (Non)- binding votes on remuneration reports are not yet common practice in Italy.  Some banks such as Unicredit,  Banca Carige, Banca Popolare di Milano and UBI Banca did put forward votes on their remuneration policies; however, companies engaged in non-financial services have shown less commitment to include shareholders’ views on their remuneration policies. Those companies that submitted remuneration reports appeared to have a lack of performance criteria both for the short and long-term plans and an absence of maximum payout caps. Boards continue to be largely male and family-dominated.  Minority shareholders are encouraged to present lists for election of directors, which can promote diversity and dilute the presence of controlling stakes on the board; however, vote execution services, do not always provide shareholders with the possibility of casting their votes by individual slates, which thereby frustrates the exercise.  

· In Spain, the government resolution to eliminate voting rights continues to be discussed in the Spanish Parliament.  Under this resolution, a company may cap rights to 10% of the issued share capital, regardless of how much actual stock an investor holds.  The proposed revision to the law was triggered by the struggles between ACS and Iberdrola in their fight for the Spanish energy sector. Spanish companies are keeping Spanish and EU courts busy. ACS and Iberdrola are still defending their respective views, and the Portuguese exercise of its golden share in Portugal Telecom’s following the unsolicited bid by Spanish Telefonica is being reviewed by the European Court of Justice, as it infringes European Union law. Remuneration practices in Spain remain a problem given the historical tradition of granting performance-related remuneration to non-executive directors. Although, in general terms, this profit sharing is limited by maximum thresholds, it continues to defy fundamental corporate governance principles of separation between execution and oversight responsibilities.  

Aegon N.V. (The Netherlands), AGM 29 April 2010 


Like a majority of institutional shareholders and Eumedion members, we were concerned by the proposed changes to the bylaws. We understood that the resolutions to amend the articles of association were connected to recent and expected legislative changes, however, one change was not positive.  The company proposed to change the Articles of Association that provided that shareholders who own 0.1% of shares with a market value of EUR 50 million have the right to place resolutions on the AGM agenda.  The proposed change would increase these thresholds to 1% of the issued share capital and (at least) EUR 100 million aggregated market value. The level of the first proposed threshold is similar to the current legal maximum, while the second criterion exceeds it.  These changes would be detrimental to shareholders even though Aegon is of the opinion that the increase of the threshold to 1% is substantially lower than the upcoming new statutory threshold of 3% of the issued capital. Aegons is not compliant with best practice provision IV.3.9 of the Dutch corporate governance code to put material changes to the Articles of Association for a separate shareholder vote. Given the negative impact on shareholders, we recommended a vote against this resolution.


Danone SA (France), AGM 22 April 2010 


Danone is a one of the world’s largest food-processing groups, with a growing emphasis on healthy nutrition. The acquisition of Numico enabled Danone to hold leading positions in baby food and clinical nutrition. Although we recommended a vote against a number of resolutions, in particular the excessive termination agreements entered between the company and its executives, we note that the company is very innovative and its sustainable development policy quite remarkable. In October 2008, Danone entered into an original and ambitious partnership with the Ramsar Convention and the International Union for Conservation of Nature (IUCN), aiming to combat the effects of global warming.  Danone’s commitment takes the form of the creation of the Danone Fund for Nature, the mission of which is to support projects that combine water resources management, the conservation of biodiversity, quality improvements in food resources emanating from wetlands and the strengthening of their natural capacity for storing large quantities of CO2. 


In 2009, Danone launched the Eco-system fund. This is an equity capital fund, which concentrates on the creation and strengthening of economic activities and the development of expertise in the regions where it is active.  The Company allocates EUR 100 million to implementing specific projects.  At the AGM, Mohammad Yunus founder of the “bank for the poor,” made a presentation of the Grameen Danone Foods whose mission is to reduce poverty by bringing health through food to children using a unique community-based business model. 


Lastly, the company has to be congratulated by the fact that during the last 6 years, employees’ remuneration was linked at least by 1/3 to the achievement of relevant ethical, environmental and social targets.


Arcelormittal S.A (Luxembourg), AGM 31May 2010 


Steel company ArcelorMittal remains a concern in terms of board composition and overall balance. We continue to believe that the number of independent directors on the board of this company is insufficent and that the Mittal family who owns 40% of the share capital and 42% of the votes are not challenged at board level.  At least two directors,  Mrs. Vanisha Mittal Bhatia and R.H. Prince Guillaume de Luxembourg have such limited professional experience that it is difficult to understand how they can contribute to board deliberations of the challenges facing the company. The company is exposed in markets where environmental and social issues should be on top of the company’s agenda.  It also has an expanding M&A policy. Minority shareholders represent more than half of the share capital but one can question how effectively they are represented on the board, given the Mittal family stronghold on the board. The other issue that remains under scrutiny is the executive remuneration policy and its failure to link the grant of LTIP to measurable and objective performance criteria. We recommended a vote against the reappointment of a number of directors and the LTIP.


Aviva Plc (UK), AGM 28 April 2010 and WPP Plc (UK), AGM 29 June 2010


Financial services provider Aviva and marketing communications WPP became the first UK companies to seek shareholder approval for their corporate responsibility reports. We view this as a positive step, indicating recognition by these companies of the importance of environmental and social issues to shareholders and their connection with the maintenance of financial value.  

In the case of Aviva, we noted the comprehensive coverage afforded to the company’s practices with regard to its customers, employees, suppliers, the wider community and the environment.  The report addressed Aviva’s governance of these relationships, provided both a narrative summary and key performance indicators relating to the year under review and set out future targets. We therefore voted in favour of the report. 


In the WPP report, the company summarised at the outset its approach to managing ‘CR risk and opportunity’, touching on social and environment impact, reputational issues linked to controversial work, marketing ethics, employment, social investment and climate change. It also provided longer narrative summaries over its approach to these issues, interspersed with key performance indicators. We considered that the company had made a sincere effort to address key stakeholder issues for a company of this type and therefore recommended a vote in favour.


Notwithstanding these indications of a progressive approach, other items on the agenda at both companies proved more contentious. At the Aviva AGM we recommended that shareholders abstain on the remuneration report as, pursuant to his joining arrangements, new Chief Financial Officer Patrick Regan was to receive a restricted share award, a deferred share award and a cash bonus worth a combined total of 345% of his base salary as compensation for the loss of unvested awards and bonus payable to him by his previous employer. 


We also had concerns over executive remuneration at WPP, particularly in relation to the Leap Equity Acquisition Plan III. Chief Executive Sir Martin Sorrell received an award under this scheme worth up to eleven times salary in a year where the company itself conceded that key aspects of its financial results have declined. In view of this and other concerns over the structure of the scheme, including the use of a single performance condition, we opposed the company’s remuneration report. 


We also abstained on the re-election of the three of WPP non-executive directors, Esther Dyson, John Quelch and Stanley Morten, who had served on the board for 11, 22 and 19 years respectively. Their tenure was a particular cause for concern taking into account the concurrent long service of the founder and Chief Executive on the one hand and the Finance Director on the other. We also recognised the importance of regular refreshment of the board, bringing with it new ideas, in the quickly evolving marketing communications industry. Lastly, we abstained on the re-appointment of the company’s auditors, Deloitte LLP. During the year, Deloitte received remuneration for ‘other services’ worth GBP 4.8 million. This was a fairly small proportion of audit and audit-related fees (24%), but we were concerned about the level of the fees in absolute terms when the company had provided no information as to the nature of the services involved.


Nestlé (Switzerland), AGM 15 April 2010


Nestlé S.A. announced on January 4, 2010 that, in accordance with the contract agreed on 6 April 2008, Novartis has exercised its call option to buy from Nestlé its remaining interest of 156,076,263 shares in Alcon. The transaction is subject to regulatory approval and is expected to be completed in Q3.  In March 2010 Nestlé concluded the acquisition of Kraft Foods’ frozen pizza business.


We recommend a vote against the reappointments of André Kudelski and Jean-René Fourtou. Kudelski is the chairman and CEO of Kudelski group who was facing a number of difficulties.  Moreover, he sits on the board of 4 other large companies. Jean-René Fourtou is equally over-committed, serving on the board of 7 other listed companies.  Notably, he is chairman of the supervisory board of Vivendi Universal, whose M&A strategy is being challenged.


We recommended to vote against the 2009 compensation report.  While the Swiss legislation on the issue of the board and exectuive compensation is under revision, the board of directors decided to submit the 2009 Compensation Report to a separate advisory vote of the shareholders in accordance with the Swiss Code of Best Practice for Corporate Gover​nance. The compensation report is an appendix to the Corporate Governance Report included in the management report. We commend the board for this step.  

Nonetheless, there are concerns about the remuneration policy.  Compensation for the members of the board of directors is paid 50%  in cash and 50% in Nestle S.A. shares, which are subject to a two-year blocking period. We believe that the shares should be kept by the members of the board of directors until the end of their tenure. A minimum of half of the CEO’s bonus is payable in the form of Nestle S.A. shares, which we believe is appropriate.  However, the other members of the executive board can still can elect to receive part or all of their bonus either in Nestlé shares or cash. Nestlé S.A. shares taken instead of cash are subject to a three-year blocking period and the value of these shares is determined by taking the conversion value discounted by 16% to account for the 3-year blocking period.  We would have preferred that the policy require executives to take at least part of their bonus in shares, which we believe is a better alignment with Nestlé’s shareholders. Moreover, under the management stock option plan (MSOP), executives are eligible to receive stock options. Awards vest on a share price hurdle which is a weak performance criterion.  As far as the Performance share unit plan is concerned (PSUP),  there is only one performance criteria used (TSR) which is relatively weak. There is no indication from the company that there are any performance conditions linked to the restricted stock unit plan (RSUP).  As far as the bonus targets are concerned, Nestlé states that it has recently adjusted the annual bonus targets to 200%, 100% and 80% of base salary for the CEO, executive VPS and deputy VPs respectively.  The specific bonus targets as a percentage of base salary were not disclosed in 2008.  Lastly, Peter Brabeck-Letmathe, in his capacity as active non-executive Chairman, is entitled to a salary, a short-term bonus payable in Nestle S.A. shares, which are blocked for three years, and Long-Term Incentives in the form of stock options.  His variable compensation was not linked to performance criteria. It is unclear to us why he should still receive stock options and a bonus from Nestlé. Peter Brabeck-Letmathe continues to receive a remuneration which is very similar to a top executive remuneration. His salary in 2009 was CHF 1.6 million.

Credit Suisse (Switzerland) AGM 30 April 2010


At 2010 AGM, we voted against three resolutions: remuneration report, re-election of Mr Syriani and election of Mr Al Thani, and supported all other resolutions. 


There were significant concerns with regard to executive remuneration at Credit Suisse: (i) the amount of variable remuneration paid for performance in 2009 was considered excessive when compared to the bank’s performance; (ii) a peer group for setting remuneration included only two European banks and five US banks, which may explain high level of remuneration paid to executive directors; (iii) company’s disclosure of performance targets, award multipliers, level of allowable performance adjustment for cash-based awards, and payout levels for long-term variable awards is very poor; (iv) the lack of individual caps on variable remuneration; (v) variable remuneration is effectively granted based on one year’s performance with long-term element used for additional awards only; (vi) ROE multiplier is used for additional awards under SISU and APP awards plans which may potentially allow for double dipping; (vii) a large proportion of variable remuneration is based on cash rather than shares; (viii) chairman and vice-chairman of the board receive variable remuneration although the company claims that they do not participate in the same incentive schemes as executive directors. In view of these concerns a vote against was considered warranted.


Mr. Syriani was not considered independent since he is CEO of Olayan Group which controls 6.6% of the share capital of Credit Suisse. Furthermore, Mr. Syriani has been sitting on the board since 1998. Mr. Syriani has been chairman of the remuneration committee of Credit Suisse since 2004. In view of continuous concerns over the company’s executive remuneration policy, the length of service of Mr Syriani on the board and the insufficient independence of the remuneration committee (despite anticipated appointment of another independent member), a vote against was considered warranted.


The board proposed to appoint Mr. Jassim Bin Hamad J. J. Al Thani (Qatari, 1982) for a three-year term. Mr. Al Thani is the son of the Prime and Foreign Minister of Qatar. Mr. Al Thani graduated as an Officer Cadet from the Royal Military Academy, Sandhurst UK. The state of Qatar being Credit Suisse’s largest shareholder with 10% of the share capital, Mr. Al Thani could not be considered independent. We understand that the largest shareholder in the company may wish to appoint a representative to the board and would not normally oppose such nomination in view of reasonable balance of independence on the board. However, we had concerns about the experience of the proposed nominee and the knowledge/expertise he could bring to Credit Suisse’ board.  We noted that Mr. Al Thani is 28 years old and had no executive experience. He is the chairman of the Qatar Islamic Bank and of several other Qatari financial institutions since 2005; however, given the lack of previous financial experience we were concerned that these roles might be no more than a formality. Consequently, we had concerns that the proposed nominee might not possess appropriate qualifications and experience to serve on the board of the company of the size and complexity of Credit Suisse. A vote against was, therefore, considered warranted.

Carrefour SA (France), AGM 4 May 2010 


There were a number of major issues for shareholder concern at retailer Carrefour.  As has been the case in previous years, information on the company is scarce, in particular on its international website and this does not enable shareholders to make an informed decision on the meeting agenda issues.


In relation to executive compensation, we flagged the following issues: the transaction with CEO Lars Olofsson and a severance payment. The performance criteria for the severance package are related to net sales and EBIT.  If only one performance requirement is met, then only 50% of the amount of the severance payment will be granted.  The company failed to indicate properly whether the non-renewal of office would trigger the payment of the severance payment. We believed that the amount that he would potentially be granted is excessive, the accelerated vesting of free shares in case of change in control is not positive and therefore recommended a vote against this resolution.


As far as the stock option plan is concerned, there is no clear disclosure of individual and overall limits. Half the award vests for just achieving nominal growth in net sales; the remainder for increasing operating income (before non-recurring hits). The Restricted Share Plan allows for rapid vesting starting after only two years.  Half the award vests for just achieving nominal growth in net sales the remainder for increasing operating income (before non-recurring hits).  The vesting of these free shares starts for below median performance under both measures used.  In addition, not all participants in this free share scheme would be subject to performance criteria for vesting the shares. We recommended a vote against this resolution.


Xstrata Plc (UK), AGM 5 May 2010


Mining company Xstrata’s AGM followed a year in which profit, EPS and dividend all fell significantly. While we supported the re-election of all five of the directors who were standing, an oppose vote was recommended on the directors’ remuneration report. The 2009 award under the Added Value Incentive Plan entitled Chief Executive Mick Davis to an amount equal to 0.3% of the difference between the company’s TSR and the index over the performance period. The company valued this amount for accounting purposes at USD 61 million, equivalent to more than 30 times his base salary. Also, the Plan utilised only one performance measure with generous vesting provisions for declining or average performance. In addition, executive directors Reid and Zaldumbide had received ‘retention bonuses’ during the year outside the scope of the regular bonus scheme of USD 2,223,000 and USD 1,852,500 respectively.


The company also sought authority to issue shares amounting to one-third of the issued share capital and up to two-thirds under a rights issue. A  2:1 rights issue had taken place in March 2009 and, to allow substantial shareholder Glencore International to participate, the company purchased from them a Colombian coal mine, Prodeco, for GBP 2 billion in spite of an uncertain valuation. This raised concern that Chairman Mr Strothotte, Chairman and former CEO of Glencore, and non-executive director Ivan Glasenberg, CEO of Glencore, used their influence to secure a favourable treatment for Glencore. It is true that the company was later to sell the mine back to Glencore for upwards of GBP 2.5 billion and would thus realise a profit of upwards of GBP 500 million. However, this set of transactions, along with the continued presence on the board of Messrs Strothotte and Glasenberg, raised concern that a further rights issue may lead to further financial assistance for Glencore, which may not necessarily be in the interests of other shareholders. We therefore voted against the authority.


Reckitt Benckiser Plc (UK), AGM 6 May 2010


Reckitt Benckiser, which manufactures and sells household, health and personal care products, has reported strong results for the last five years under the leadership of CEO Bart Becht. Nevertheless, the company’s generous executive remuneration arrangements have met with shareholder resistance, with approximately 15% and 16% of votes cast to oppose or abstain at the 2008 and 2009 AGMs respectively. There has been little sign of improvement in the 2009 financial year. No limit has been disclosed on awards that may be made under the LTIP, a concern borne out by the fact that Mr Becht received bonus compensation valued at nearly 15 times his salary. Furthermore, the LTIP uses only a single performance condition. At the same time, the company provided inadequate information on the performance against targets under the bonus scheme to justify awards made during the year.  We therefore voted against the remuneration report, and as such were among the 16% of participating shareholders who opposed.  In view of the failure to respond to several areas of concern that were in evidence last year, we also voted against the re-election of Chairman of the remuneration committee, Judith Sprieser, and the Chairman of the board, Adrian Bellamy, in his capacity as a member of the remuneration committee.
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