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In collaboration with our portfolio managers, we met with the chairman of a global
oil and gas company to understand strategic developments and integration efforts
since a recent acquisition. The chairman explained that the integration must be
flawless in order to deliver the plans and realise shareholder value. We discussed
the company’s reorganisation structure and its disposal versus investment strategy.
We also questioned its ability to maintain its dividend policy and the extent to which
this influenced strategic decisions. Following the 2015 shareholder resolution,
calling for increased disclosure around climate change, we asked the chairman
about the company’s progress and he explained efforts to embed this work into
existing documents. We probed the chairman over management’s recommendation
to vote against a shareholder proposal for the 2016 AGM, requesting the company
invest profits from its fossil fuel business into renewables. The chairman explained
the company’s strategy is positioned for the climate change transition and that the
proposal did not align with strategic objectives. We will continue to monitor the
company’s progress.

Engagement with 
Issuers¹

¹ The companies referred to are for illustrative purposes only and not as a recommendation of any particular securities. 
² The EMEA including the United Kingdom Statistic Report is a reflection of 2nd Quarter 2016.
³ Basic engagement is generally a single conversation on a routine matter; Moderate engagement is technically more complex and generally involves more than one meeting; 
Extensive engagement is technically complex, high profile and involves numerous meetings over a longer time frame.

1

The following examples from the past quarter demonstrate the wide range of issues
our engagements cover and highlight our efforts to protect the value of clients'
assets invested in these and similarly situated issuers. The below examples reflect
engagements that merited particular focus on environmental, social and
governance (“ESG”) considerations. We aim to frame our engagements in the
context of long-term value creation.

Level of Engagement³ Topics Discussed

Number of 
engagements Basic Moderate Extensive Environmental Social Governance

50 26 19 5 4 4 50

United Kingdom Engagement Statistics²

Number of 
engagements Basic Moderate Extensive Environmental Social Governance

79 56 17 6 2 2 79

EMEA ex United Kingdom Engagement Statistics²
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2 We met with representatives from a Italian bank to establish a deeper
understanding of the company’s risk management and its ability to adapt to a
changing world. We discussed a range of governance matters including corporate
culture, protection of client data and cybersecurity and the impact of digitization.
Management illustrated the many ways in which digitization is changing not only
how the industry does business but also the culture of the bank. In their view, the
banking sector needs to adjust to an era where risk is multifaceted and no longer
simply confined to credit or counterparty risk, and that new expectations must be
instilled in their employees. The company representatives stressed the centrality of
the customer with a key objective of developing and maintaining sustainable
relationships. One example discussed is the training/awareness program offered to
customers on cyber security risks and anti fraud measures.

During our engagement with a French chemical company ahead of their general
meeting, we discussed the severance payment policy of the company. In France,
executives can receive severance pay where only some performance criteria have
been achieved. The severance agreements are approved by shareholders before
the renewal of the executive officer’s mandate. In this case we were concerned that
according to the agreement offered by the company, the performance period would
be assessed over the executive’s entire mandate (more than ten years) and not
only on the last few years of work. Due to this long performance period, we believe
this could lead to a “pay-for-failure” situation. Following our discussions, the
company decided to amend the severance payment arrangements.

3

We engaged with a German construction company that was underperforming and
had a number of profit warnings over the recent years. As a result, the company
has gone through a transformational restructuring involving major asset disposals.
More recently, the company had five directors implicated in a bribery case. As a
result of the bribery case, the company proposed withholding discharge of those
five directors for the 2015 year in review. Our engagement focused on gaining an
understanding of the rationale behind the company’s actions and the time needed
to resolve the issues. A new CEO is scheduled to start in Q3 2016 and we envision
that it will take at least until the end of the year before the company makes an
announcement on its new strategy. We intend to re-engage with the company at
that time.

4

5 We engaged with the co-chairman of a Spanish hospitality company in relation to
the conflicts of interest arising from the co-chairman representing the company’s
largest shareholder while also acting as its broker/advisor. The largest shareholder
was considering a major transaction with one of the company’s competitors. We
wanted to understand how the co-chairman is managing the conflicts and ensuring
that in his role as the co-chairman, he is excluding himself from all decision
involving transactions with, or by, the major shareholder. We noted a lack of clarity
in relation to conflict management. The co-chair failed to provide reassurance to
shareholders who decided to replace him during the shareholder meeting in June.
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4 The EMEA including the United Kingdom Voting Statistic Report is a reflection of 2nd Quarter 2016 and sourced from ISS Proxy Exchange on July 5, 2016.

Building on previous engagements, we met with the chairman of a German
automotive company, in collaboration with our investment team, ahead of the
annual general meeting (“AGM”). The purpose of the engagement was to discuss
board discharge and director election since the investigation into the emissions
issue had not yet concluded and the impact of the scandal remained unclear.
Although the company received legal advice prohibiting it from discussing details of
the investigation, we asked how the board would view the voting results. We sought
clarification over the scope of the investigation to distinguish it from shareholder
proposals calling for further investigations. Previously the chairman indicated it was
unlikely we would see board changes before the 2016 AGM. We discussed new
director elections and the impact on board independence as well as executive
remuneration and shareholder alignment given that the investigation had not yet
concluded. The meeting helped inform our voting decision to withhold board
discharge and director nominations.

1

Voting Highlights

Highlighted below are several high profile shareholder meetings and/or
engagements that particularly demonstrate our efforts to protect the long-term value
of clients’ assets.

EMEA Region Voting Statistics4

Country
Number of 
meetings 

voted

Number of
proposals

% of meetings voted against 
one or more management 

recommendations

% of proposals voted against 
management 

recommendation

United Kingdom 398 6,056 19% 2%

EMEA ex 
United Kingdom 1,422 22,638 54% 9%

EMEA including 
United Kingdom 

Totals
1,820 28,694 46% 7%

The AGM of a UK financial services firm sought to approve the elevation of the
company’s CEO to non-executive chairman. We engaged with the company several
times to understand the process around succession planning and talent
development, the mechanism to be put in place to ensure a balanced separation of
power and the board’s approach on communication and consultation with
shareholders. We voted against the re-election of the CEO as chairman, and we
also voted against the re-election of the senior independent director who managed
the succession and engagement process. We also provided feedback that the
board would, in our view, benefit from strengthening their non-executive board
membership. We will continue to monitor developments and engage as relevant.

2
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A Finnish tyre manufacturer admitted to supplying special high-quality tyres to
automotive performance tests, which potentially lead to stronger test results and
better financial results. An investigation was launched in 2015 into the alleged
wrong-doings and the company has stated these malpractices have now been
rectified. However further allegations have been made over the sale of stock
options by members of the executive management before the issue was reported.
While no official investigation had commenced at the time of voting, the
controversies remain of concern to investors. The discharge of current and former
board members and executives provides shareholders with the opportunity to
approve the actions of the board and president during the fiscal year in review.
Given the seriousness of these allegations, the potential for legal action and
possible impact on shareholder value, we withheld our vote on the discharge of the
board and election of the president at the 2016 annual general meeting. We will
continue to monitor the situation.

3

During the past year we had multiple engagements with a French real estate
company relating to their executive compensation. In 2015, we voted against say-
on-pay as the company’s long term incentive plan included a retesting mechanism.
The company believed retesting was necessary as the plan used relative Total
Shareholder Return as the sole performance criteria and as the company is a
leader in the sector and represents an important part of the index, it was extremely
challenging to outperform the index and total shareholder return could be impacted
by external factors outside of their control. We indicated that allowing for retesting
was not an adequate solution and that a revamp of the long- term incentive plan
could be more appropriate to insure the alignment of the remuneration plan with the
performance of the management team. This year the board announced that starting
in 2017 the retesting mechanism would be removed from the plan, which led us to
support the proposal at the meeting this year.

4

We voted at an annual shareholder meeting of a large UK media company where
an advisory vote on the executive remuneration was particularly controversial. We
engaged with the chairman of the board and the remuneration committee chairman
to gain a better understanding of the board’s views on the quantum of pay,
tolerance for reputational risk and succession planning. While we acknowledged the
positive contribution the CEO has made to date, we were concerned with
reputational damage the company suffered over the recent years in relation to the
CEO’s pay. We were also concerned with the substantial difference in the total pay
between the CEO and other senior executives. We highlighted that BlackRock
expressed concerns about the pay policy at the time it was voted on by
shareholders in 2009 and 2010. We decided to vote against as we felt that the
continuing pay issues are an indication of the broader corporate governance
concerns including succession planning, quality of oversight and balance of power
between the board and CEO.

5
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Active Ownership and 
Responsible Leadership

Dialogue with directors in France

Following our media outreach during the first quarter, we published an article in the
French magazine L’Agefi Hebdo which explains BlackRock’s view on the key
aspect of shareholder engagement – the dialogue with corporate directors.
BlackRock seeks to engage in dialogue with members of the board of directors or
supervisory board as a part of BlackRock's fiduciary responsibility to our clients. As
a long term investor, we believe that the direct dialogue between board members
and long term shareholders helps build trust and develop mutual understanding
between companies and their investors. For the full article, please see the link
below:
https://www.blackrock.com/corporate/en-us/literature/market-commentary/blk-le-
dialogue-actionnarial-en-francemarch2016.pdf

Thought Leadership

For Professional Clients and Qualified Investors Only.
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Active Ownership and 
Responsible Leadership

Members of EMEA team spoke at a number of events over the past quarter, with
the objectives of furthering the public policy debate on matters deemed important to
investors and/or promoting an increased understanding of BlackRock’s approach to
corporate governance. We target events that enable us to connect with key
stakeholders and thought leaders, including corporate directors, senior members of
management teams, and other shareholders.

The following is a list of select speaking events from the quarter, and subject matter
covered:

 10th Annual Development Finance Institutions Corporate Governance
Conference – Paris
BlackRock participated as a speaker at the 10th Annual Development Finance
Institutions (“DFI”) Corporate Governance Conference. The aim of this year’s
conference was to understand the approach of investment funds such as private
equity firms, hedge funds and asset management houses towards corporate
governance. BlackRock was invited to share our methodology as a mainstream
investor. The key messages delivered centred on the timing of our corporate
governance assessment as a predominantly index house, the partnership we have
with our investment teams to undertake a holistic analysis of company specific
situations, and the benefit we see to our clients from our ongoing dialogue on
corporate governance practices with companies where we remain invested as
opposed to the lack of voice we would have if we divested. Conference delegates
included corporate governance analysts from over 35 DFIs as well as other industry
specialists.

 International Integrated Reporting Council and Deutsche Borse Group Investor /
Business dialogue – Frankfurt
BlackRock participated in two panel discussions to coincide with the International 
Integrated Reporting Council (”IIRC”) meeting. During the first panel, titled “Building 
the bridge from corporate reporting to capital allocation” BlackRock discussed long-
term value creation in relation to the challenges and opportunities raised by Larry 
Fink’s letter of February 2016 to CEOs of the largest companies in which 
BlackRock invests. The second panel, which was part of a follow-up event 
organised by Deutsche Borse for business and investor dialogue in partnership with 
the IIRC, was titled “Integrated thinking in investment”. It was an opportunity for 
BlackRock to discuss its perspective onESG integration in the investment process. 
We also explained investors’ expectations of investee companies for greater 
disclosure and transparency.

Speaking Events
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Active Ownership and 
Responsible Leadership
 Capitalcom Event: “2016 General Meetings: the Civil Society Takes the Floor” –
Paris
The Investment Stewardship team was invited to present to a conference organised
in Paris by Capitalcom about stakeholders becoming more vocal at general
meetings in France. The speakers included representatives of NGOs and investors,
as well as academics. It was an opportunity to present BlackRock’s philosophy on
engagement and proxy voting, and to underline the fact that we consider a vote
against a last resort. As a long-term shareholder, we prefer to maintain a
constructive dialogue with the companies in which we invest. Finally we expressed
our views that issuers should engage with shareholders, and other stakeholders, all
year long, and not only during the general meeting season.

 OECD Global Forum on Responsible Business Conduct – Paris
BlackRock attended the Annual Global Forum on Responsible Business Conduct
hosted by the Organisation for Economic Co-operation and Development (“OECD”).
This year’s conference focused on accountability for responsible business practices
in relation to labour rights and tax policies. It also featured panel discussions on the
possibilities and practicalities of financial service providers for promoting
responsible business conduct. BlackRock participated as a follow-up to our
ongoing dialogue with the OECD on work-in-progress best practice guidelines they
hope to develop for the financial services sector.

 Dagens Industri Environmental, Social and Governance (ESG) conference –
Stockholm
BlackRock participated in the Dagens Industri Environmental, Social and
Governance (ESG) conference. BlackRock presented alongside different
stakeholders including other large investors, asset owners, not for profit
organisations and multinationals. The conference focused on views and feedback
on ESG risks and opportunities and the role of investors in moving the climate
change debate forward. BlackRock presented on ESG integration in the voting and
engagement process in those cases where selling shares is not an option – i.e.
where investments are made via index tracking strategies.
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Market Developments 
and Trends

For the first time in France, a “say-on-pay” proposal has been rejected by
shareholders during the general meeting of Renault SA last April. In France, the
vote on the remuneration of the CEO and Deputy CEO is consultative as this vote is
not mandated by law and only by the local corporate governance code (the ‘AFEP-
MEDEF Code’). In case of the rejection of the proposal, the local code requires the
board to only discuss the matter and publish how it intends to deal with
shareholders’ expressed opinions on their website. In this case, the board of
directors decided, just after the general meeting, to uphold the remuneration that
was paid in 2015 to Carlos Ghosn and to mandate the remuneration committee to
propose evolutions for the future. This decision was heavily criticized in the media
and by the French government, which holds 20% of the voting rights of Renault.

In reaction, the Association Française des Entreprises Privées (“AFEP”) and
Mouvement des Entreprises de France (“MEDEF”) have proposed to amend the
corporate governance code. If approved, the new text indicates that the say-on-pay
would be “imperative” (but still not binding) and in case of rejection, the board would
need to modify the remuneration policy. A public consultation on the new code has
been launched. However the French government and Parliament, seemingly
dissatisfied with the proposals, are in the process of enacting a new regulation
which could make the shareholder vote on executive remuneration binding.

France
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Market Developments 
and Trends

In a bid to improve Stewardship Code reporting, in Q3 2016 the Financial Reporting
Council (“FRC”) will publish a list of signatories to the UK Stewardship Code split
into two tiers. The signatories will be grouped according to the quality of disclosure
within their policy statements. Sir Winfried Bischoff, Chairman of the FRC, said:
“The Stewardship Code has helped to raise the profile of stewardship, normalised
discussions about stewardship in the investment chain and led to improvements in
the quality and quantity of engagement between investors and companies. We wish
to maintain momentum by ensuring that signing up to the Stewardship Code is a
true marker of commitment.”

BlackRock’s most recent review of its policy statement was conducted before
FRC’s formal evaluation was submitted to the signatories for their consideration.
We are working with FRC to determine how best to improve our disclosure in line
with the Council’s and our clients’ expectations.

United Kingdom
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This document contains general information only and is not intended to be relied upon as
a forecast, research, investment advice, or a recommendation, offer or solicitation to buy
or sell any securities or to adopt any investment strategy. The opinions expressed are as
of July 10, 2016 and may change as subsequent conditions vary. The information and
opinions contained in this material are derived from proprietary and non-proprietary
sources deemed by BlackRock, Inc. and/or its subsidiaries (together, “BlackRock”) to be
reliable, are not necessarily all inclusive and are not guaranteed as to accuracy. There is
no guarantee that any forecasts made will come to pass. Any investments named within
this material may not necessarily be held in any accounts managed by BlackRock.
Reliance upon information in this material is at the sole discretion of the reader. No part
of this document may be reproduced, stored in a retrieval system or transmitted in any
form or by any means, electronic, mechanical, photocopying, recording or otherwise,
without the prior written consent of BlackRock.
No material non-public information was solicited, offered or received in the course of the
engagements described in this material. In accordance with BlackRock’s conflicts
management policy, the voting elections made by BlackRock are informed by
BlackRock’s voting policies, and all voting elections are made independently of any
relationship between BlackRock and any entity whose securities are subject to a vote.
Each client engagement is different, and the examples of engagements described in
these materials are not necessarily representative of any or all other engagements
between BlackRock and a third party or third parties.
In the EU issued by BlackRock Investment Management (UK) Limited (authorised and
regulated by the Financial Conduct Authority). Registered office: 12 Throgmorton
Avenue, London, EC2N 2DL. Registered in England No. 2020394. Tel: 020 7743 3000.
For your protection, telephone calls are usually recorded. BlackRock is a trading name of
BlackRock Investment Management (UK) Limited. This document shall be exclusively
made available to, and directed at, qualified investors as defined in the Swiss Collective
Investment Schemes Act of 23 June 2006, as amended. Issued in the Netherlands by
the Amsterdam branch office of BlackRock Investment Management (UK) Limited:
Amstelplein 1, 1096 HA Amsterdam, Tel: 020 - 549 5200. In the EU and Switzerland
issued for use with Professional Clients and Qualified Investors Only.
Issued in Australia by BlackRock Investment Management (Australia) Limited ABN 13
006 165 975 AFSL 230 523 (BIMAL). This document provides general information only
and has not been prepared having regard to your objectives, financial situation or needs.
Before making an investment decision, you need to consider whether this document is
appropriate to your objectives, financial situation and needs. This document is not a
securities recommendation. This document has not been prepared specifically for
Australian investors. It may contain references to dollar amounts which are not
Australian dollars. It may contain financial information which is not prepared in
accordance with Australian law or practices. BIMAL, its officers, employees and agents
believe that the information in this document and the sources on which the information is
based (which may be sourced from third parties) are correct as at the date of this

document. While every care has been taken in the preparation of this document, no
warranty of accuracy or reliability is given and no responsibility for this information is
accepted by BIMAL, its officers, employees or agents. Except where contrary to law,
BIMAL excludes all liability for this information.
Notice to investors in New Zealand: This material is being distributed in New Zealand by
BlackRock Investment Management Australia Limited ABN 13 006 165 975 AFSL 230
523 (BIMAL). In New Zealand, this material is provided for wholesale clients only, and is
not provided for retail clients (as those terms are defined in the Financial Advisers Act
2008). BIMAL does not offer financial products to persons in New Zealand who are retail
investors (as that term is defined in the Financial Markets Conduct Act 2013 (‘FMCA’)),
and this material does not constitute or relate to such an offer. To the extent that this
material does constitute or relate to an offer of financial products, the offer is only made
to, and capable of acceptance by, persons in New Zealand who are wholesale investors
(as that term is defined in the FMCA).
In Hong Kong, this document is issued by BlackRock Asset Management North Asia
Limited and has not been reviewed by the Securities and Futures Commission of Hong
Kong. This material is for distribution to "Professional Investors" (as defined in the
Securities and Futures Ordinance (Cap.571 of the laws of Hong Kong) and any rules
made under that ordinance.) and should not be relied upon by any other persons or
redistributed to retail clients in Hong Kong. For distribution in Korea for Professional
Investors only (or "professional clients", as such term may apply in local jurisdictions).
For Professional Investors only, in Taiwan, independently operated by BlackRock
Investment Management (Taiwan) Limited. Address: 28/F, No. 95, Tun Hwa South
Road, Section 2, Taipei 106, Taiwan. Tel: (02)23261600. Not approved for distribution in
Japan. In Singapore, this is issued by BlackRock (Singapore) Limited (company
registration number: 200010143N) for use only by institutional investors as defined in
Section 4A of the Securities and Futures Act, Chapter 289 of Singapore.
In Canada, this material is intended for permitted clients only. In Latin America this piece
is intended for use with Institutional and Professional Investors only. This material is
solely for educational purposes and does not constitute investment advice, or an offer or
a solicitation to sell or a solicitation of an offer to buy any shares of any funds (nor shall
any such shares be offered or sold to any person) in any jurisdiction within Latin America
in which such an offer, solicitation, purchase or sale would be unlawful under the
securities laws of that jurisdiction. If any funds are mentioned or inferred to in this
material, it is possible that some or all of the funds have not been registered with the
securities regulator of Brazil, Chile, Colombia, Mexico, Peru or any other securities
regulator in any Latin American country, and thus, might not be publicly offered within
any such country. The securities regulators of such countries have not confirmed the
accuracy of any information contained herein.
© 2016 BLACKROCK, Inc. All rights reserved. BlackRock® is a registered trademark of
BlackRock, Inc. or subsidiaries in the Untied States and elsewhere All other trademarks are
those of their respective owners CG-0069

To learn more about how we are shaping global governance and protecting our clients’ assets, 

please visit http://www.blackrock.com/corporate/en-us/about-us/investment-stewardship and in 

the Netherlands, please visit www.blackrock.nl
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