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These guidelinesshould beread in conjunction with the BlackRock Investment Stewardship Global
Corporate Governance Guidelines & Engagement Principles.

[ ] [ ]
Objective
BlackRockwill exercise voting rights on behalf of ourclients based on our fiduciary responsibility arising
fromthe management of clients'assets. Our objective is to protect and enhance our clients'economic
interest. We place emphasis on corporate governanceto enhance shareholder value and promote the
long-terminterests of ourclients.

Through focusing on shareholder value,we hopeto contribute positively to promote a market
environmentconducive for equity investments. In establishingour philosophy and approach, we expect to
participateinthe developmentof proxyvoting as apracticein Japan.

To achieve these objectives, we recognize theimportanceof engaging issuer companies to promote
corporate governance centredon shareholdervalue creation. We use long-term shareholdervalue
maximization or protection of shareholdervalue as the solecriterion forour proxy voting decisions.These
decisions, made by our Investment Stewardship team basedin Japan,willbe independent of any self-
interested considerations or any third-party interest and removed fromany financial or business
relationshipswiththe companiesvoted on.

Approach

We conduct voting decisions on a case-by-case basis.The proxy voting guideline (henceforth the
Guideline) providesthe principles in accordance withwhichwe make ourvotingdecisions. The
Investment Stewardship Committee (henceforth, the Committee) may determine that an exceptiontothe
Guidelinewould beinthe bestinterests ofour clients;in such cases, our votingdecisions may deviate
fromthe Guideline. Forany such exception,we willdocumentthe reasonsforthese decisions in awritten
orelectronicformat. The Guidelinewill be occasionally reviewed and revised by the Committee to reflect
changes inthe market place as well as developmentsin corporate governance practices.

We usean independent advisorto make judgments on our behalfif thereis concern of potential conflicts
of interest betweenus and acompany to bevoted on.Insuch cases, the advisorwill apply our Guideline,
and we will vote according to the advisor's recommendations. More specifically, we will follow the advisor's
recommendations in exercisingour voting rights regarding (i) companies affiliated with the BlackRock
Group, and (ii) companies where executives / officers and employees of the BlackRock Groupcompanies
are members of the board ofdirectors.

Voting guideline
Basic philosophy

The exercise of voting rightsis integral to our stewardship responsibilityto pursuelong-term shareholder
value maximization. Our approach can be summarizedas having the following features: 1) Voluntary
nature of corporate governance, 2) Importance of incentive compensation schemes, 3) Transparency to
investors. From a market efficiency standpoint,our votingdecisionswill generally not be based on
information that has not been publicly disclosed.

We believe the form of corporate governance couldvary dependingon the factors specific to acompany.
The optimal organizational structure for afirmwould reflect these factors and in general vary according
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tothefirm's business modelas well as the firm's competitiveenvironment. Aform of corporate
governance thatworkswellfor one type of company may notworkfor others.

However,such aviewdoes notnecessarilyimply accepting the status quo.Forinstance, ifacompany
adopts anti-takeover measures, raising concerns over possible destruction of shareholdervalue, we will
urge the company to pursue other corporate governance measures that would be more effectivein
protectingtheinterests of shareholders in general.Or if we consider acompany's corporate governance
dysfunctional, we may,through proxy voting,encourage the companyto take governance measures that
are more focusedon long-term shareholder value creation.In other cases where compliance issues
undermine acompany's share value, we will hold managementand the board accountablefor suchissues
and recommend governance measures that would foster compliance with the law.

The alignment of the corporate managers'goals withlong-term shareholder interestsis animportant
measure to ensure good corporategovernance. We consider incentive-related compensationas an
effective measuretoalign corporate managersinterests with thatof shareholders. We also support stock-
based compensation plans that are appropriatelydesignedto enhance shareholder value.

Financial and non-financialtransparencyis crucial foracompany to achievefavorablevaluations inthe
capital market. We thus expect companies tomaintain a high level of accountability to its shareholders.

Companies should have an established process foridentifying, monitoring, and managing key risks.
Independent outsidedirectors and outside statutory auditors should have ready access torelevant
management information and outsideadvice, as appropriate,to ensuretheycan properlyoversee risk
management. We encourage companiesto provide transparency around riskmeasurement, mitigation,
and reportingto the board. We are particularly interestedin understanding howriskoversightprocesses
evolveinresponseto changesincorporate strategy and / or shiftsinthe business and relatedrisk
environment. Comprehensivedisclosure providesinvestorswith asense of the company’slong-term
operational risk management practices and, more broadly, the quality of the board’s oversight. Inthe
absence of robustdisclosures,we may reasonably concludethat companies are not adequately
managing risk and may hold the board accountable if necessary.

Itis ourview that well-managed companies will effectively evaluate and manage material sustainability-
related risks and opportunities relevantto their businesses.Robust disclosure is essential forinvestorsto
effectively gauge companies’ business practices and planning relatedto sustainability-related risks and
opportunities.!

Our approachwith regard to the relationship betweensecurities lendingand proxyvotingis driven by our
clients'economicinterests.The evaluation of the economic desirability of recallingloans involves
balancing the revenue-producing value of loans against the likely economic value of castingvotes. We
may at our discretion determine that the value of voting outweighs the cost of recalling shares, and thus
recall shares tovotewhenthisappears tobeinthe bestinterest ofclients.

! Please refer to “Sustainability (Environmentaland social issues)”
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Voting process

We evaluate meeting proposals based onthe Guideline.Additionally, we specify a set of screening criteria,
whichwe could useinselecting the companies inwhichwe may further take into account individual
circumstances tomake a fully informed decision, in accordance to the Guideline. The screening criteria,
which are stated below, may be reviewed and revised when required.

e Incidences of regulatory sanctions against the company or criminal charges againstthe companyor
its executives / officers and / or employees

e Indicators ofrelevant corporate governance and sustainability issues.

e Trendand level of capital productivity indicators (such as Returnon Equity,etc.)

Engagementpolicy

Engagementwith aninvestee company isan effective strategy todevelopmutual understanding between
investors and investeecompanies. With respect to the voluntary nature of corporate governance, we view
engagement as animportant activityto ensureenhancementand protection oflong-term shareholder
value, and supporting good governance at the company.

Voting criteria
Wewill exercise our assigned voting rights based on the provisions of the Guideline as set forth below:

Agendarelated to the executive and supervisory board

Composition of the board of directors

We believe the form of corporate governance mayvary dependingon the factors specificto each
company, thus we welcome companies’own decision to select its optimal corporate governance formas
stipulated by the Companies Act. We strongly encourageevery companyto real ize effective corporate
governance by strengtheningboard oversight, as well as introducingavoluntary mechanismsuch as
establishment of various committees. To achieve these objectives, we setthe following voting criteria for
bothcommonitemsanditems dependingonthe form of corporate governancestructure. Inourvoting
decisions,wetake intoaccountinformationobtained through engagements with each company rather
than mechanically applying these criteria, and make judgements that promote long-term maximization of
shareholdervalue. More specifically, we considera company’s efforts to enhance corporate governance,
including but notlimitedto its structureand effectiveness of nomination and other relevantcommittees
(e.g.,appointment of outsidedirectors as the chairs of committees) and appropriate oversight by outside
directors(e.g.,appointmentof outside directors as chair of the board, appointment of the lead
independent director).

<Commonitems>

e Inprinciple,wesupporttheinstallation of the Audit Committeestructureoracompany with a
Three Committee (nomination, remuneration, and audit) structure.

o Wewouldvoteagainst moving backtoa StatutoryAuditorstructurefromthe Audit Committee
orthe Three Committee structure, forinstance if the change degrades the monitoring function

oftheboard.

BlackRock Investment Stewardship Proxy voting guidelines for Japan securities | 5

NM0223U-2719765-5/20



Regardless ofgovernancestructures, the appointmentof independent outside directors
serves to protectthe interests of shareholdersin general. We may vote against directorswho
are responsibleforboardcompositionif acompanyappointslessthantwoindependent
directorsinany formsof governance structureif thereis no reasonable explanation.

We may vote againstanincreaseinthe number of directorsif notdeemed appropriate.

Forcompanies with largemarket capitalization?,we may vote againstdirectors who are
responsible for board composition, if only one orless womendirectoror statutoryauditoris
appointed, and the boardis unableto provide areasonable explanation.3

< Company with the Statutory Auditor Board >*

In cases (1) and (2) belowwhere we believethere are concerns of the interests of shareholders
being materiallyimpaired,wewould vote against the appointmentof non-independent
outsidedirectors. If lessthan one third of the board members are independent,we would vote
againstthe appointment ofdirectors whoare responsible forthe board composition.

1. Ifthecompany hasinstalled or proposesto installanti-takeover measures.
2. |Iflargeshareholdersexert controloverthe company.
< Company with an Audit Committee >

Wewould voteagainst the appointmentof directors responsible for the board composition if
less than one third of the board members areindependent.

Wewould voteagainst the appointmentof non-independentoutside directors,includingaudit
committee members.

< Company adopting the Three Committee Structure >

Fora company adopting the Three CommitteeStructure,itisdesirable that halfor more of
the board members are composed of outside directorswho are deemed independent to
enhancethe board oversight over management. We wouldvote againstthe reappointment of
non-independent outside directors if less than half ofthe board members are independent.

Wewould voteagainst the appointmentof non-independentoutside directors,including
audit committee members.

2 Constituents of TOPIX 100 Index
3 Please refer to “Sustainability (Environmental and social issues)” section.
“This also applies to companies on the Prime Market of Tokyo Stock Exchange once the Tokyo Stock Exchange will be re-organized.
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Appointment of directors

In cases of serious social misconduct, suchas violation ofalaw, criminal prosecution,
fraudulent accounting, disturbancesto public order and proper customs, wherethe event has
materially undermined socialtrustand had an adverse effect onthe company, we mayvote
againstthe reappointmentof directorswho should be held responsible. However, this may not
apply incases inwhichthe company has taken promptand proper steps or sanctions
internally,and announced such decisions publiclyto win back trust.

Forcompanies whose capital efficiency remainslowfor several consecutiveyears, we will vote
againstthe reappointmentof directorsresponsible, if wedetermine long-termshareholder
value has beenimpaired®. We will evaluate the company's past and future business plans,
current capital policy (including cross-shareholdings), business trackrecord, and sector-
specific factors® upon making such an assessment.

Wewill also vote against reappointment of directors responsible, if the capital efficiencyof a
company is lowdueto the companyholding excessive cash and securities, includingcross -
shareholdings, onits balance sheet, without acredible planto utilize such assets.”

In additionto the casesabove, if the decisions of theincumbentdirectors are consideredto
have clearly impairedinterests of shareholders,includingcases such as poor performance
over anextensiveperiod of time, massive increasesin capitalwithoutshareholder approval, or
failureto implementashareholderproposal with considerable level of support,we may vote
againstthereappointmentof such directors. Inany case,we willassesswhether the
reappointingdirectors are capable and can be reasonably expected to protectand enhance
theinterests of shareholders.

In cases where shareholderapproval over allocation of income iswaived by the company's
articles of incorporation, we would consider voting againstthe reappointmentof directorsif
the payout amount determined by the board does notappear sustainable.

In cases wherethe board has adoptedatakeover defence measure without shareholder
approval,we may vote againstthe appointment ofall or some oftheincumbent directors.

Forthe companies with material impact from sustainabilityissues, where weconclude that the
board has failed to disclose material sustainability risks and opportunities despite clear need
for betterinformation to assessthem, we may holdrelevant directors accountable. &

5 Return on equity (ROE) has been below 5% for three consecutive years.

8 For the banking sector, we will also assess sector specific profitability and operational efficiency indicators.

"Sum of cash and equivalents, short-term investments, and long-term investments is over 50% of the total assets, and the return
on equity is below 5%. This guideline does not apply to banks and financials sectors as short-and long-term investments can be
considered as ordinary business activities for companies inthese sectors.

8 Please refer to “Sustainability (Environmentaland social issues)”

BlackRock Investment Stewardship Proxy voting guidelines for Japan securities | 7

NM0223U-2719765-7/20



Appointment of outside directors

Wewould voteagainst outside directors if their attendance at board meetingsis below 75%
overthelastyearas adirector, unless aconvincing explanationforthe low participationhas

been provided.

Wewould consideropposing outside directorsif their extremely long termtenure as an
outsidedirectorraises doubtsovertheirindependence and aconvincingexplanation why their
reappointmentis intheinterestof shareholders has not been provided.

Independent outsidedirectors arethose that have no connectionsor relationshipswith the
company or its executives / officers and hence not conflictedin representing the interests of
general shareholders. Those with interests that might compromise their function of
monitoring the company's managementwould notqualify. We generally deem as not
independent those whohave worked for some period oftime as executives / officers or
employeesof its parent company or subsidiaries; executives / officersand employees ofthe
company's major business partners(including brokerage firms); current and ex - executives /
officersof companies with interlocking directorships; representatives of large corporate
shareholders; executives / officers from the accounting firm currently doing the auditof the
company and otherindividualswho have provided professional servicesto the company
(includingattorneys, accountants and consultants). However, we would evaluate former
executives/ officersand employees of the company's majorbusiness partners, other large
corporate shareholders, and executives from the accounting firms carrying outthe audit of the
company, as potential independent outside directors upon reviewing their work history as well
as that of the entities they have represented?®.

In cases where alarge shareholder exerts control over the company but we concludethat a
particular candidate would contribute to the long-termvalue creation based on information
gained from proactive disclosure by the company or relevantengagement, we may support
this candidate.

However,we establish a5 years cooling-off period after the candidate's retirement from the
affiliated party and would generally consider the candidate as independentif the candidateiis
being appointed after such period.

®We may not consider the proposed candidate as independent if the candidate seems to represent stakeholder such as

. Large shareholder (holds 10% or above outstanding shares)

. Current and past material business partner

. Companies with interlocking directorship

. Auditors who belong(ed)to audit firms which provide audit services to the company

. Lead underwriter of securities issuance

. Individuals who receive annual fees exceeding annual 10 million JPY in exchange for professional services, such as legal
accounting, consulting services.

Individuals who belong(ed) to organizations which receive donations exceeding 10 million JPY annually.
Directors with over 12 years of tenure
Family members of employees of the company.
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Wewould voteagainst the appointmentof outside directorswhoserveon more than four
public boards unlessareasonable explanation has been provided.

Appointment of statutory auditors

If serious social misconductsuch as aviolationof law, criminal prosecution,disturbancesto
public orderand proper customs have occurred, and if it has materially underminedsocial
trust as well as having caused adverse effects on the company, we wouldvote againstthe
reappointmentof suchauditorsthat are deemed to be responsible. However, thisshall not
apply if the auditorshad amajorroleinuncoveringthe misconduct.

Additionally,insuch casesof serious social misconduct, we wouldalso considereach new
appointees and vote againstthose whoare deemed unsuitableas statutory auditors.

We may vote against adecrease inthe number of statutory auditorsif no clear reasons are
provided.

Appointment of outside statutory auditors

Wewould voteagainst the appointmentof candidateswhoare not deemed independent!©.

Wewould voteagainst outside statutory auditors iftheir attendance at board meetingsor
meetings of the statutoryauditorsis below 75% over the last year as adirector, unless a
convincing explanation for the low participation has been provided.

Wewould considervoting against outside statutory auditors if their long-termtenure raises
doubts overtheirindependence and if aconvincingexplanation whytheir reappointmentisin

theinterest of shareholders has not been provided.

Independent outsidestatutory auditors are those that have no connections or relationships
withthe company oritsexecutives / officers and are hence capable of representing the
interests of general shareholders. Thosewith interests that might compromise their function
of monitoring the management of the companywould not qualify. Wewould generallydeem
as notindependent those who have worked as executives / officersand employees of the
parentcompany or subsidiaries; executives / officers and employees ofthe company's major
business partners (including brokeragefirms), currentand ex- executives / officers ofthe
company withcrossdirectorships,representatives of otherlarge corporate shareholders;
individuals from accounting firmsthat have are taking on the audit of the company, as well as
individuals who have provided professional services to the company (including attorneys,
accountants, and consultants).Wewould evaluate the eligibility ofindependent outside
directors, former executives / officers and employees of the company's major business
partners, otherlarge corporate shareholders, and individuals fromaccounting firms that have
carried out the audit of the company, in light of their work history as well as that of the entities
they haverepresented. However,we establish a 5 years cooling-off period after the candidate's

19 The same independence criteria as outside directors will apply.
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retirement from the affiliated party and would generally consider the candidate as
independentif the candidateis beingappointedafter such period.

o Wewouldvoteagainstthe appointmentof outside statutoryauditorswhoserve on more than
fourpublic boards unless areasonable explanation has been provided.

Appointment of an accounting auditor
Wewould voteagainst the appointmentif thereisconcern about the auditor'sindependence.

If the appointment of anew auditor was caused by the resignation of its predecessorwho had
disagreementswith the company regardingits audit,we would carefully assesswhetherthe objectivity of
audit can be secured under the new auditor.

Agendarelated to compensation

Executive compensation
e |deally,compensation of an executive director should be linked to their business performance.
Wewould approve aproposal foralargeincreasein compensation of directorsonlyif clear
reasons or evidence of the linkage to business performanceis provided.Similarly, we would
approve aproposalforalargeincreasein compensation of statutory auditors, if evidenceof
thelinkageto business performanceis provided.

o Wewouldvoteagainstaproposaltoincreasethe compensation fordirectorsand statutory
auditors if such aproposalis made by acompany whose capital efficiency remainslowfor
several consecutive years.

o Wewouldvoteagainstaproposalforanincreaseincompensations of directors and statutory
auditorsif the level oftheir compensationis already deemed excessive.

Payment of executive bonus

o Wewouldvoteagainst the payment of executive bonusesif thedividendsto shareholdersare
not paid out due to sluggish corporate performance,or if thereis an occurrence of serious
misconduct that is significantly detrimental to shareholdervalue.

Retirement benefits
e Wewouldvoteagainst grants of retirementbenefitsto all retiringoutside directors and
retiring statutory auditors. Howeverin applying this criterion,factors specific to the industry or
business sector may be taken into accountwhere appropriate.

o Wewouldnotsupportgrants ofretirementbenefitsto grantees if they have held their
positionsforless thantwoyears.

e Ifserious social misconductsuchas aviolationof law, criminal prosecution,disturbancesto
publicorderand proper customs has occurred, and if the grantees are deemed responsible, we
would vote againstgrants of retirementbenefits.

e Forcompanies whose capital returnsremain low,we would vote against grants of retirement
benefits to all retiring directors. In applying this criterion, factors specific to the industry or
business sector may alsobe takeninto account if deemed appropriate.
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Equity-based compensation

In principle,wewould approve these proposals if the following conditions are satisfied:

1. The potential dilution limit taking account of all grants outstanding is 5% or less generally, and 10%
or less for high growth companies for instance in the tech sector. We would not support these
proposals if the company fails to provide information necessary to evaluate the dilution impact of
the proposed stock option plans.

2. The exercise price should be reasonable relative to the market price.
Wewould voteagainst the repricing of the exercise price.

Wewould voteagainst the proposalif planfeaturessuch as the period of vestingis not
appropriate fromthe point of view of creating long-term shareholder value.

Wewould voteagainst the proposalif the proposed stockoptiongrants are deemed to bean
anti-takeover measure.

Wewould approve the proposal if grantedto executives / officersand employees of the
company orits subsidiaries. However,we wouldvote againstthe proposalif grantedto
statutoryauditors of the company and similarlywouldvoteagainstif granted to executives /
officersoremployees of business partners. We would similarlyvote againstifitis granted to
outside service providerssuch as legal counsels,accountingauditors or consultants.

Governance and disclosure related to director and executive compensation

We expect companies to establish soundgovernancestructureand provide sufficient
disclosureregarding directorand executive compensation. For companies wherethereis
potential misalignment between incentivesfor directors/executives and interests of minority
shareholders!!,wewouldconsidervotingagainst re-election of director(s)in charge of
compensation should there be lack of independent monitoring and/or insufficient disclosure.

Agendarelated to capital policies

Dividend payout

Wewould approve the dividend payout proposal ifitis deemedappropriateafter considering
relevant factors suchas therecent corporateperformance, the currentbalance sheet,the
company's growthprospects, and the size of share repurchases, as well as the dividend payout
levels of relevant peer companies.

Wewould voteagainst the proposalif the company holds excessivecash and securities,
including cross-shareholdings, onits balancesheet!?, withouta credible plan or financial
strategy to utilize such assets, includingtotal shareholder return orinvestment plan. If the

nclude but not limited to cases where companies are paying extraordinarily large amount of compensation to their
directors/executives compared to peers, and those that show low correlation between compensation growth and shareholders

return.

12 S5um of cash and equivalents, short-term investments, and long-term investments is over 50% of the total assets.
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dividend payoutis higherthan 100% of net profit, we would evaluate the proposal by taking
account of the company's financial conditions.

We may vote against aproposed increase in dividend payout,or a proposed retention at the
previous level, if the company incurredlosses (excluding one-time speciallosses)and
concerns ariseregarding the long-termfinancial strength that wouldresult from excessive
outflows of fundsfromthe company.

Share repurchase

Wewouldvoteinfavourof aproposal forasharerepurchase planifthe proposed amountis
not excessiveand where thereare clear reasons tosupport.

However,wewouldvote againsta share repurchase proposal ifsuch atransactionis deemed
inappropriate. Forinstance,we would vote against ifthe company's cash flows are deemed
insufficient,and if stock repurchases would negatively affectthe interest of existing
shareholders because ofexpected deterioration inthe tradingliquidity given the size of the
planned repurchaserelativeto the size of the share float,if repurchases are deemed to cause a
creeping takeover by large shareholders, or if the leverageratio is exceptionally high.

In addition, ifthe companyaccumulatesretained earningswithout an appropriatebusiness
plan,we may vote for ashareholder proposal urging the company for more activestock
repurchases.

Reduction of capital reserve and earned reserve

In principle,wewould approve these proposals if thereis a specific purpose provided.

Reduction of capital

Wewould approveif the proposal is madeinrelationto acorporate resurrection plan, orif
thereis animminentrisk of bankruptcy.

Allotment of new shares or treasury shares to a third party

Providedthe allotmentis not made as part of an anti-takeovermeasure but part ofa
restructuring ofthe business, we would determine ourvote on acase-by-case basis by taking
account factorssuch as whether theissue price or exercise priceisnot setatalevel
excessively advantageousto the allotted party, whether the allotment will cause a massive
dilution of existing shareholders, and whether the allotment is not made to inappropriate
parties.

Ifthe allotmentis made with intent of forming across-shareholding relationship,we would
vote onacase-by-case basis afterassessing the likelihood of such relationsimpacting
shareholdervalue.

Wewould voteagainst allotmentof new shares ortreasury shares to athird-party
organization, such as ageneral incorporated foundation established by the company, unless a
reasonable explanationis provided. In case of such share allotment, we lookfor the company
to explain how minority shareholders’ interests are protected and promoted; we expect
companies to mitigate impact of potential dilution, treatappropriately the voting rights
associated withthe allottedshares, and demonstrate that the third-party organization’s
activities will contributeto shareholdervalue.
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Approval of merger, asset sale / purchase, corporate split/transfer

If thetransaction contributes tothe strengthening ofthe company's competitive position or
furthers the company's focusonits core business, we would approve the pro posal provided
thedecision process is deemed to be fair to all shareholders. However, we would not support
the proposalif:

1. There are concerns of conflict of interests on the part of lead banks providing finance that will
undermine maximization of shareholder interest.

2. Thetransaction is apparently against the interests of existing shareholders, for instance, appears to
be the result of pressure from the parent company, main banks and / or regulatory bodies pushing
for a rescue operation of the target company.

3. Terms such as the merger ratio, sale / purchase price and share exchange ratio are not determined
according to a fair value calculation by a third party advisor; however this condition may not apply if
the transaction does not affect the economic interests and the legal rights of shareholders if for
instance it involves a merger of a 100% subsidiary.

Agenda related to takeover defenses

In principle,we do not support takeover defence measures since we believe they workagainst
transactionsforcompanycontrol which is supportive of value creation of businesses and
generally positive for the economy.

Wewould voteagainstin principle any measures that would undermine shareholderrights.
Thus,wewould vote againstadifferentclass of shares to be granted to asubsetof
shareholderswith special voting rights, e.g. vetorights at shareholders meetings, or aclass of
shares that are equipped with multiple votingrights.

Companies often suggestthey need takeover defence measures because the regulation
regarding publictakeover bids givesinsufficientprotection. Hence, we willevaluatedefence

measures considering the points below.

Wewould not supportany defence measureswhose triggerconditions leavesignificantroom
forinterpretation and if there are concernsover lack of independence ofthe board and/or over
the composition ofthe relevantspecial committee that wouldraise concern regarding
arbitrary implementation.

Wewould not supporttheintroduction of defencemeasures unless the board's function of
monitoring the managementis enhanced bythe electionof multiple outside directorswhoare

deemed independent and the term of directorsforre-electionis shortened to oneyear.

If the board establishes aspecial committee toevaluatethe advisability of triggering defence
measures, itis desirablethat the committee be comprised ofindependentoutside directors
and / orindependent outside statutory auditors.

Adoption of atakeover defence measure without any shareholder approval will be evaluated
negatively.

The situation surrounding the control market changesovertime. We believe it necessarythat
takeover defence measures be equipped with asunset provision. Additionally, within three
years, they shouldbe subject to areviewregarding the desirability of their retention.
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o Wewouldtakeaccountof otherdefencemeasures(such as setting the upper limitthat would
eliminate roomforadditional director appointments) that the company has taken as wellas
the company's ownership structure (e.g. the existence of largeshareholders and deemed
stable shareholders);wewould vote against if the measures seem excessive.

o Wewouldevaluate onacase-by-casebasis,any proposalthatis undertaken forthe purposes
of a takeover defence, provided they meet the above mentioned conditions of the guideline.
We will not supportrenewal orintroduction of such defence measures foracompany whose
market value has slumped, forinstance,due to serious social misconduct or a prolongedstate
of sluggish financial performance,unlessthe company provides an acceptable explanation
why such measures would not resultin further detrimentalimpacton shareholder value.

e In particular,wewouldassess takeover defence measures targeted toa specific bidder,ona
case by case basis. Insuchsituations, we willtake intoaccountthe information disclosed by
boththe company and the bidder, in order to determinetheimpactonlong-term shareholder

value.

Changes to the articles of incorporation

o Changestothearticles ofincorporationinvolve various matters including, but not limited to,
theitems below. Foritems which are not stated inthe provisions below, we will make decisions
ona case-by-case basis. Wewillexaminethe changes based on whether the proposalis not
excessively restrictive of shareholder rights, and is not causing concerns regarding
shareholdervalueor protection of shareholder interests.

Number of directors
e Inprinciple,wewould approve areasonableincreaseintheupperlimitonthe number of
directorsthatis proposed inrelation to the company's businessexpansion or planned
appointmentof new outside directors. Conversely, we would generallyapprove areductionin
the upperlimitthatis proposed inrelationto the down-sizingof the board resultingfroma
review of itsrole withrelation to the management ofthe company.

Number of statutory auditors

e Wewouldvoteagainstin principle areductioninthe upperlimitonthe number of statutory
auditors if therationaleis not clearly explained and the reductionis not deemed to beinthe

interests ofshareholders.

Terms of appointment of a director
e Wewouldvoteagainstin principle prolonging the numberof yearsadirectoris appointed for.

Removal of directors at a shareholder meeting
o Wewouldvoteagainstinprincipleaproposalraising thevotingrequirementfor the removal of
directorsto higherthanasimple majority.

Adoption of the classified board
o Wemayvoteagainst the adoption of the classified structure if we determine that such
adoption canerode shareholdervalue.
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Indemnification of directors and statutory auditors

o Weapproveinprincipletheindemnification of directors and statutory auditorsif there are no
issues relating to shareholder value.

Indemnification of accounting auditors

o Wewouldvoteagainstin principle the indemnification of the auditor unlessthe company
explains clearly whythisis inthe interestof shareholders.

Lowering of the quorum requirement for special resolutions
e Wewouldvoteagainst such aproposal if major shareholderssuch as the owner's family,the
parentcompany, the business groupcompanies, the main banks and majorlender
institutions,orother relevantpartiesjointlyalready hold one third of the voting rights.

e Evenwherelarge shareholders have less than one thirdownership, wewould vote against
such a proposal ifthey have substantive control over the company's managemente.g.in
appointingdirectors.

Authorize the board of a company to determine dividend payout
o Wewouldvoteagainstthearticlerevision to exclude from agenda of ashareholder meeting
any resolutionsrelating to dividend payout. However, if we conclude that there are no issues
with the company regardingits financial policiesincluding dividend policy, effectiveness of
board and other corporategovernance practices,and that shareholdersreserve therights to
proposedividend payout at shareholder meetings, we may consider supporting the proposal.

e Inaddition,wewould vote against revisions of articlesthat authorize the board to determine
dividend payoutswithout shareholderapproval if the companyfailsto make aconvincing
argument why this would benefitshareholders.

Share repurchase by the board of directors' decision

e Wewouldvoteagainstany articlerevision enabling the boardto decide share repurchases
without shareholderapproval if the stockrepurchaseitself is deemed inappropriate. For
instance,we would vote against thisif the company's cash flows is deemed insufficient; or if
share repurchases are deemed to negatively affectthe interests of existing shareholders
because of expectedfall intrading liquidity given the size of the planned repurchase relative
tothesize of the share float;if repurchases are deemed to cause acreepingtakeover bylarge
shareholders; orif the equity ratio is exceptionally low.

Increase in authorized shares

e The basicconditionforoursupportforsuchaproposalisthatthe numberofissued shares
already exceeds two thirds of the currentauthorizationand the proposed increaseinthe
authorizationis up to 100%.Wewould voteinfavourif this conditionis met and if the
company provides adequateexplanation as to whysuch anincrease inthe authorized shares
promotesshareholders'long-terminterests, and if there are no concernson erosion of
shareholdervaluefromsuchaproposal.

o Wewouldevaluate onacase-by-casebasisif the companyhas a history of third-party
allotmentsthat dilutedthe interests of existing shareholders or if concerns exist regarding the
intent of the proposedincreasebeing in conflictwith shareholders'interest.
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e [facompanyisinfinancialdistress and proposes anincreaseinshare authorization as part of
a planfora third-party allotmentof shares, we would evaluatethe proposal by comparingthe
size of the potentialdilution of shareholdervalue by the allotmentand the likely
consequencesif such allotmentis not granted.

Creation and issuance of class shares
o Wewouldevaluate proposals to create and issue aseparate class of shares including
preferred stocks, by takingaccountthe objectives,the rights of holders, tenure,and the
convertibilityto common stock. We would also take accountof the qualifications of
purchasers, effectson the rights of existing shareholders, and any past history of abusive
issuance.

o Withregardto creation andissuanceof preferred stocks convertibleto common shares, the
term of conversion should necessarily be explicitly stated at the time of issuance.

Voting requirements for proposals regarding organizational restructurings
e Unlessthecompanyprovidesaclearexplanationwhydoing so benefitsshareholders, we
would vote againstin principleany articlerevision tomake more difficult the requirement to
have a special resolutionat ashareholder meeting-forinstance, if the purposeis to make
shareholder approval of corporate restructurings such as mergers morechallenging.

Objectives of business

e Wewouldapprovethese proposals unlessthe proposed expansion of business objectives
results inasubstantial deviation of the company's area of specialization.

Change of fiscal year

o Wewouldvoteagainstaproposalto changethefiscal yeartoclosein Marchif no proper
reasonis given.

Virtual-only shareholders meetings
e Wewouldsupport proposals which enablethe companyto hold its shareholders meetings
without specifyinga physicallocation (virtual-only shareholders meetings), unlessthere are
significant corporate governance concerns.

Shareholder proposals

When assessingshareholderproposals, we evaluate each proposal onits merit, with asingular focus on
its implicationsfor long-term value creation. We consider the business and economic relevance ofthe
issueraised, as wellas its materiality and the urgency with which itshould be addressed. We take into
considerationthe legal effectof the proposal as shareholderproposals may be advisoryorlegally binding
depending onthejurisdiction.Wewould not support proposals that we believe wouldresultin over-
reachinginto the basic business decisions of theissuer.

Where a proposalis focusedonanissuethatwe agree needs to be addressed and the intended outcome
is consistentwithlong-termvalue creation,we willlook tothe board and managementtodemonstrate
thatthe company has metthe intent of the request made inthe shareholder proposal. Where our analysis
and / orengagementindicate aneed forimprovementinthe company’s approach to theissue, we will
support shareholder proposalsthat are reasonable and not unduly constraining on management.
Alternatively, orin addition,we may vote againstthe re-election of one of more directorsif,inour
assessment, the board has not responded sufficiently or with an appropriate senseof urgency.
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Material sustainability-related risks and opportunities

BlackRockexpects everycompanyto serve a purpose, take along-term approach to value creationand to
deliver not onlyfinancial performance, but also benefit all of their stakeholders, including shareholders,
employees, customers, and the communitiesinwhich theyoperate.

We believe material sustainability factors such as climate risk, presentsignificantinvestmentrisks and
opportunities that may impactthe long-term financial sustainability of companies. As markets
increasingly become aware ofthis notion, greater transparencyonissues of sustainabilitywill be an
increasinglyimportant componentof company’s ability toattractcapital. Therefore, we reiteratethe
importance of disclosure by companiesto help theirinvestors understand howthe company may be
impacted by sustainability issues, such as climate change, in the context of its ability to realizealong -
term strategy and generate value overtime.

Itis ourview that well-managed companies will effectively evaluate and manage material sustainability-
related risks and opportunities relevantto their businesses.Robust disclosure is essential forinvestorsto
effectively evaluate companies’ strategy and business practices relatedto material sustainability-related
risks and opportunities. Given the increased understanding of material sustainability-related risks and
opportunities,and the need for betterinformationtoassess them, BlackRock advocates for continued
improvementin companies’ reporting,where necessary, and will express any concerns through our voting
whereacompany’s actions or disclosures are inadequate.

BlackRockencourages companies to use the framework developed by the Task Force on Climate-related
Financial Disclosures (TCFD)to disclose theirapproachto ensuring they have asustainable business
model and to supplement that disclosure withindustry-specific metrics such as those identified by the
Sustainability Accounting Standards Board (SASB), now part of the International Sustainability Standards
Board (ISSB) under the International Financial Reporting Standards (IFRS) Foundation.t3

Whilethe TCFD framework was developed tosupport climate-related risk disclosure, the four pillars of the
TCFD - governance, strategy, riskmanagement, and metrics and targets — are auseful way for companies
todisclose howthey identify, assess, manage, and oversee a variety of sustainability -relatedrisks and
opportunities.SASB’s industry-specificguidance(as identifiedin its materiality map) is beneficial in
helping companies identify key performance indicators (KPIs) across various dimensions of sustainability
that are considered to be financially materialand decision-useful within their industry. In particular,we
encourage companies to considerreportingon nature-related factors, given the growing materiality of
theseissues for many businesses.'*

We recognize that some companies may reportusing differentstandards, which may be required by
regulation,or one ofanumber of voluntary standards.In such cases, we ask that companies highlight the
metrics that areindustry-or company-specific.

13 The International Financial Reporting Standards (IFRS) Foundation announced in November 2021 the formation of an
International Sustainability Standards Board (ISSB) to develop a comprehensive global baseline of high-quality sustainability
disclosure standards to meet investors’ information needs. SASB standards will over time be adapted to ISSB standards but are the
reference reporting tool in the meantime.

 While guidance is still under development for a unified disclosure framework related to natural capital, the emerging
recommendations of the Taskforce on Nature-related Financial Disclosures (TNFD) may prove useful to some companies.
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Climate and other sustainability-related disclosures often require companies tocollectand aggregate
datafromvarious internaland external sources. We recognize that the practical realities of data-
collectionand reporting may not line up withfinancial reporting cycles and companies may require
additional time after their fiscalyear-end to accurately collect, analyze and reportthis datato investors.
Togiveinvestorstimetoassessthe data, we encourage companiesto produceclimate and other
sustainability-related disclosure sufficientlyin advance of their annual meeting, to the extent reasonably
practicable.

Companies may alsoadopt or refer to guidance on sustainable and responsible business conductissued
by supranationalorganizations such as the United Nations or the Organization forEconomic Cooperation
and Development. Further,industryinitiatives on managing specific operational risks may provide useful
guidanceto companies on bestpracticesand disclosures. Companies shoulddiscloseany relevantglobal
climate and other sustainability-related standards adopted, the industry initiatives inwhich they
participate, any peer group benchmarking undertaken, and any assurance processes to helpinvestors
understand their approach to sustainable and responsible business practices.

Climate risk

Itis ourview that climate change has becomeakey factorin many companies’ long-term prospects. As
such, as long-terminvestorswe are interestedin understanding companies may be impacted by material
climate-relatedrisks and opportunities — justas we seek to understand other business-relevant risks and
opportunities — and how these factors are consideredwithin strategy in a manner consistent with the
company’s business model and sector. Specifically, we look forcompaniesto disclose strategies they
havein placethat mitigate and areresilient to any material risks to theirlong-term business model
associated witharange of climate-related scenarios, including ascenario inwhich globalwarming is
limited to well below 2°C, considering global ambitionsto achieve alimitof 1.5°C!5. Itis, of course, up to
each company to define their ownstrategy: thatis not therole of BlackRockor otherinvestors.

BIS recognizes that climate change can be challenging for many companies, as they seekto drive long -
termvalue by mitigatingrisks and capturing opportunities. Agrowing numberof companies, financial
institutions,as well as governments, have committed to advancing decarbonization in line with the Paris
Agreement. Thereis growing consensus that companies can benefitfromthe more favorable macro-
economic environment under an orderly, timely and equitable global energy transition**. Yet the path
ahead is deeply uncertain and uneven, with different parts of the economy moving at differentspeeds**.
Many companies are asking whattheir role should be in contributing toan orderlyand equitable
transition —inensuringareliable energy supply and energy security, and in protecting the most
vulnerable fromenergy price shocks and economic dislocation. Inthis context, we encourage companies
toincludeintheirdisclosureabusiness planfor howthey intend to deliver long-termfinancial
performancethrough atransitionto global net zero carbon emissions,consistentwith theirbusiness
model and sector.

1 The global aspiration to achieve a net-zero global economy by 2050 is reflective of aggregated efforts; governments representing
over 90% of GDP have committed to move to net-zero over the coming decades. In determining how to vote on behalf of clients who
have authorized us to do so, we look to companies only to address issues within their control and do not anticipate that they will
address matters that are the domain of public policy.
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Welookto companiesto disclose short-,medium- and long-term targets, ideally science-basedtargets,
wherethese are availablefortheir sector, for Scope 1 and 2 greenhouse gas emissions (GHG) reductions
and todemonstrate howtheir targets are consistent with the long-term economic interests of their
shareholders. Many companies have an opportunityto use and contribute to the development of low
carbonenergy sources and technologies that will be essentialto decarbonizingthe globaleconomyover
time.We also recognize that continued investmentin traditional energysources, including oil and gas, is
required to maintain an orderly and equitable transition — and that divestiture of carbon-intensive assets
is unlikelyto contribute toglobal emissions reductions. We encourage companies todisclose howtheir
capital allocation to various energysources is consistent with their strategy and their emissions reduction
targets.

At this stage, we view Scope 3 emissionsdifferentlyfrom Scopes 1 and 2, given methodological
complexity, regulatory uncertainty, concerns about double-counting, and lack of direct control by
companies. While we welcomeany disclosures and commitments companies choose to make regarding
scope 3emissions, we recognize these are providedon agood-faith basis as methodology develops.

Diversity

We are interested indiversityinthe board roomas a means to promotingdiversity of thoughtand
avoiding ‘group think’ inthe board’s exercise of its responsibilities to adviseand oversee management. It
allows boards to have deeper discussions and make moreresilient decisions. We ask boards todisclose
how diversityis considered in board composition, including professional characteristics, such as
director’'sindustry experience, specialist areas of expertise and geographic location; as well as
demographic characteristics suchas gender, race/ethnicityand age. We look to understand aboard’s
diversity inthe context of acompany’s domicile, market capitalization, business model and strategy.
Increasingly, we see leading boards addingmemberswhose experience deepens the board’s
understanding ofthe company’s customers, employees and communities. Self-identifiedboard
demographic diversity can usefullybe disclosedin aggregate, consistentwithlocallaw. We believeboards
should aspire to meaningful diversity of membership, at least consistent with local regulatory
requirements and best practices, while recognizing thatbuildinga strong, diverse board can take time.

This positionis basedon ourviewthat diversity of perspective and thought — inthe board room,inthe
management team and throughoutthe company - leads tobetterlong termeconomic outcomes for
companies.-In our experience, greater diversityinthe board roomcontributes to more robustdiscussions
and moreinnovative and resilientdecisions. Over time, greaterdiversity in the board room can also
promote greaterdiversityand resilience inthe leadership team, and the workforce morebroadly. That
diversity can enable companies to develop businesses that more closely reflect and resonate with the
customersand communitiesthey serve.
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Want to know more?

blackrock.com/stewardship | contactstewardship@blackrock.com
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