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Fidelity International and the Taiwan
Stewardship Principles for Institutional
Investors

Fidelity International (Fidelity) supports the Taiwan Stewardship Principles for
Institutional Investors. “FIL Securities Investment Trust Co. (Taiwan) Limited’s (“SITE”)
main business is to manage and offer securities investment trust funds, discretionary
investment management and other businesses as approved by the regulator, and is an asset
manager. SITE hereby represents to comply with “Stewardship Principles for Institutional
Investors”. This statement, together with Fidelity’s Sustainable Investment Policy,
discloses our approach to each of the Principles. Compliance with the six principles is
detailed below.

SITE is a member of the Fidelity International group of companies and “Fidelity” in this
context

refers to the independent group of privately-owned companies which form the global asset
management organisation that provides products and services in designated jurisdictions
outside of

United States.

Overview

We consider the overall interests of relevant stakeholders when making investment
decisions and exercising our fiduciary duty. We continually monitor the operations of
our investee companies and participate in enhancing their corporate governance
through attendance or participation at shareholder meetings, the exercise of voting
rights, and engagement with company management.

We take into account the sustainable development of our investee companies and
consider their risk and performance in terms of environmental, social and governance
(“ESG”) factors. We have integrated ESG considerations into our investment decision
making process and maintain constructive dialogue and interaction with our investee
companies. Our stewardship activities cover the different asset classes we manage on
behalf of our clients including equities, fixed income and real estate. We seek to
promote companies’ sustainable development and believe this enhances the long-term
interests of our clients and has a positive impact on society.

Principle 1
Establish and disclose stewardship policies

Our stewardship policies take into account our position within the investment chain,
the nature of our business and how we seek to protect the rights and investments of our
clients and beneficiaries. We pursue an active investment policy through portfolio
management decisions, voting on resolutions at general meetings and maintaining an
ongoing dialogue with the management of investee or potential investee companies.
Our overarching objective is to deliver investment performance to our clients and in

9
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order to do so we seek a long term understanding of all aspects of the companies in
which we invest.

We integrate environmental, social, and corporate governance (“ESG”) factors into our
investment decision making process to promote the creation of long-term shareholder
value and in doing so this also contributes to supporting our stewardship responsibilities.
We believe that high standards of corporate responsibility will generally make good
business sense and have the potential to protect and enhance investment returns. Our
investment process takes ESG issues into account when, in our view, these have a
material impact on either investment risk or return. We seek to gain an understanding
of the relevant issues applicable to our investments through our internal research
process and to identify those issues which may potentially threaten the value of our
investment. Our integrated approach is applied across all the asset classes, sectors and
markets in which we invest.

ESG analysis is carried out at analyst level within the Equity, Fixed Income, Multi-
Asset and Real Estate Teams and our portfolio managers are also active in analysing
the potential effects of these factors when making investment decisions. We also have
a specialist in-house Sustainable Investing Team which coordinates Fidelity’s approach
to sustainable investing and the implementation of our voting policies. We supplement
our internal analysis with external resources including ESG ratings data and subscribe
to several ESG research services. The Sustainable Investing Team also provides the
Investment Team with quarterly reports and alerts on ESG-related topics as well as
thematic ESG analysis.

We adopt a positive engagement approach whereby we discuss issues with the
management of the companies in which we invest or consider investing on behalf of
our clients. We use the information gathered during these meetings both to inform our
investment decisions and also to encourage company management to improve
procedures and policies. We believe that this is the most effective way to improve the
attitude of business towards corporate responsibility and sustainable business practices.

Our stewardship policies capture and discuss our approach as a business to these issues
and the importance and focus we place on duties and responsibilities to our clients. Our
policies also outline a number of stewardship practices and activities that include: the
frequency and methods of monitoring investee companies; interaction with
management; participation in shareholders’ meetings and voting; status and
management measures of outsourcing stewardship activities; the manner and frequency
of disclosure relating to our stewardship fulfilment.

Fidelity’s stewardship policies are contained in our Sustainable Investment Policy and
our most recent annual Sustainability Report highlighting key stewardship activities
can be found on our website.

Principle 2

Establish and disclose policies on managing conflicts of interest

10
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Fidelity is a privately owned, multiclass asset manager and has a documented policy
for the management of conflicts of interest designed to ensure that conflicts between
the interests of Fidelity and its clients or between clients of different types are managed
appropriately.

The Fidelity Conflicts of Interest Policy addresses the obligations of Fidelity and its
subsidiaries carrying on regulated business to maintain and operate effective
organisational and administrative arrangements with a view to taking all reasonable
steps to prevent conflicts of interest from constituting or giving rise to a material risk
of damage to the interests of its clients. It applies to perceived as well as actual conflicts.
Where it is a fiduciary, Fidelity owes a duty to its clients never to put itself in a position
where its own interest results in an irreconcilable conflict with its duty to its clients or
where its duty to one client results in an irreconcilable conflict with its duty to another
client or clients. Fidelity is also under a regulatory duty to manage conflicts of interest
fairly, both between itself and its clients and between different clients. To that end,
Fidelity will identify, record, manage and, where required, disclose actual or potential
conflicts of interests and have in place a policy relating to conflicts of interest.

Conflicts are identified through various means, including regular interviews with the
business heads, awareness training and internal reviews. There is a governance structure
in place to ensure the effective implementation of the Conflicts of Interest Policy and
the Conflicts Oversight Forum meets on a quarterly basis to review any issues involving
material conflicts occurring the previous quarter. These will include any newly
identified conflicts, any breaches of the policy and any other relevant regulatory matters.
A Conflicts Register is also maintained to ensure that significant conflicts have been
identified, addressed and recorded. All employees must adhere to the Conflicts of
Interest Policy, the Code of Conduct and associated policies and they are made aware
that clients’ interests must always come before those of Fidelity or its employees.

Situations where conflicts of interest could arise in the context of stewardship include
the following examples:

1) Investing

Within Fidelity there are companies which invest as principal for investment
purposes in equities and/or bonds in which Fidelity may also invest for our
clients. Potential conflicts can occur during acquisition and disposal of
securities, voting and the use of research. To manage these potential conflicts,
decisions regarding Fidelity’s investment portfolio are made independently of
the investment management process which supports our clients’ funds and
accounts. Policies and procedures are in place to ensure that these principles are
properly followed. It is also possible that a Fidelity fund or account will own
securities issued by a client, but in all situations Fidelity’s investment decisions
will be guided by what we regard as the best interests of the relevant fund or
account.

2) Trade Allocation

When performing client transactions in securities, Fidelity will combine orders
where this it is in the best interests of the clients as a whole. If there is

11
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insufficient liquidity resulting in a partial completion of the order then the
securities will be allocated across all clients participating in the block and it is
possible that one client may receive a more favourable allocation over another
client. To manage this potential conflict, Fidelity maintains a Trading Desk
Policy which ensures the consistent and fair application of trade allocations.
Allocations are performed on a pro-rata basis based on the size of the order, and
the system allocation algorithm is automatically applied for every trade, subject
to three lines of oversight — the Trading Desk supervisor, Compliance and
Internal Audit/Risk.

3) Voting

In instances where a fund holds an investment in more than one party to a
transaction we will always act in the interests of the specific fund in question
and in instances where there is a conflict with Fidelity’s own interests, we will
either vote in accordance with the recommendation of our principal third party
research provider or if no recommendation is available we will abstain or not
vote at all. We will not vote at shareholder meetings of any Fidelity funds unless
specially instructed by a client.

Principle 3
Regularly monitor investee companies

We regularly monitor our investee and potential investee companies and continuously
assess the impacts of relevant information on their long-term value and implications for
our clients. This review informs our dialogue and interaction with these companies and
is also a reference point for future investment decisions. We determine the content,
extent and frequency of monitoring investee companies with consideration to a number
of factors and criteria that include the investment objective and the cost and benefits.
We also consider information including, opportunities and risks, ESG issues and
impacts.

Fidelity pursues an active investment policy through portfolio management decisions,
voting on resolutions at general meetings and maintaining an ongoing dialogue with the
management of investee or potential investee companies. Our overarching objective is
to deliver investment performance to our clients and in order to do so we seek a long
term understanding of all aspects of the companies in which we invest. The intensive
analysis which accompanies an initial investment continues throughout and beyond the
life of the investment itself. Fidelity’s investment analysts act as the hub for our
communication with companies and they undertake extensive quantitative and
qualitative analysis of potential investments. Formal meetings involving both portfolio
managers and analysts are held with investee companies at least twice a year and these
meetings focus on the drivers of long term performance, although shorter term issues
are also relevant in the context of satisfying ourselves that the longer term investment
thesis is still intact. In addition to financial and strategic matters, discussion will cover
a wide range of related investment topics including, but not restricted to, corporate
governance and business sustainability.

12
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Meetings are supplemented by an informal schedule of contacts such as site visits and
ad hoc calls, and research analysts are also encouraged to develop knowledge of a broad
range of industry experts across the value chain in their chosen coverage fields.
Research may encompass customers, suppliers, competitors, external industry experts,
sell side investment analysts and other shareholders, both directly and through
intermediary networks. The investment analysts are responsible for producing most of
our company research but for some of our larger holdings this research is complemented
by in-depth due diligence reports prepared by senior investment professionals. In
addition to internally produced research, we also from time to time commission bespoke
research from external agencies.

We believe that the more we can learn about our investee companies the better we can
hold them to account for delivering on their strategy, and to this end there are numerous
internal weekly, monthly and quarterly reviews designed to pool knowledge of our
investee companies and to identify opportunities and matters for attention. Individual
portfolios are also subject to an in-depth quarterly review with senior management, in
which every aspect of the fund in question is examined, including risk profile, volatility,
performance and fund positioning as well as the individual investments and ESG
considerations of the fund in question.

Where there are particular issues giving rise to concern or when we want a broader
perspective of a company’s business, we will often seek meetings with Chairmen and/or
independent directors. There is no automatic cycle for meetings of this nature and they
take place when there is deemed to be a need for them. Meetings with Chairmen and/or
independent directors almost always involve senior portfolio managers in addition to
the investment analyst and representatives of the Sustainable Investing Team. In
addition to a review of strategy, the proper operation of the Board is a key focus and
discussion will cover matters such as Board effectiveness and balance as well as
succession planning. Sometimes these meetings are one-off in nature but in other cases
we will hold meetings with a particular Chairman and/or independent director on a
regular basis until the matter under discussion has been satisfactorily resolved.

The Sustainable Investing Team also hold their own meetings and calls with companies
and these discussions focus primarily on corporate governance, such as board
independence and remuneration, and broader ESG-related topics. Fidelity’s investment
analysts are encouraged to participate in these discussions so as to ensure that the
Investment and Sustainable Investing Teams provide an integrated message to
companies.

In summary, we integrate and use ESG factors to monitor, analyse, and evaluate the
related risks and opportunities of our investee and potential investee companies. We
seek to fully understand the sustainable development strategy of an investee company.

Our investment analysis includes detailed review of ESG matters and supports our
investment decision making process.

Principle 4

Maintain an appropriate dialogue and interaction with investee companies
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We believe that it is critical to maintain an appropriate dialogue and interaction with
our investee companies to better understand the views of their management regarding
material issues and obtain mutual feedback that will potentially result in strengthening
their corporate governance and sustainable business practices.

When determining the scope and duration of engagement with our investee companies,
we take into account the purpose, cost and benefits of the investment and significance
of a particular issue. Our engagement with companies can occur in a number of
different forms. Engagements maybe written or verbal communication with
management or other stakeholders. In other situations, we may communicate our view
on an issue through public statements or articles. We also utilise our investee
companies’ shareholder meetings as an avenue to signal our views, most commonly
through submitting votes in accordance with our voting policy.

As a general policy, we aim to support the management of our investee companies,
however we engage in robust dialogue with the company and form our own views on
the strategy and governance of a business. On occasion our views can differ from those
of management or the Board and this can result in an escalation of our engagement.
Factors considered prior to an escalation of engagement include an assessment of the
materiality of the matter in dispute, the size of our shareholding, the timeframe of the
investment thesis and the ownership profile of the business. Escalation can also occur
when we become aware of differences between directors. Our specific response will
always be determined on a case by case basis and there will be instances when we
choose to sell our shares. When escalation is deemed appropriate our first step is often
to contact other significant shareholders to determine whether they share our views or
concerns. Following these conversations, we will speak to the company’s advisors
and/or independent directors for a further exchange of views. Our strong preference is
to achieve our objectives in a consensual and confidential manner but when differences
with a company remain, we may consider joint engagement with other shareholders and
more public forms of dissent although as a general policy we do not favour using the
media to help achieve our objectives.

Where it is necessary to take action on a particular issue, we may act collectively, where
legally permitted, with other institutional investors, so as to protect the rights and
interests of clients and to support the sustainable development of the investee company.
We maintain close relationships with a wide spectrum of investors as well as other
corporate stakeholders. Relevant factors in determining whether or not to participate in
a collective engagement will include the identity of the other leading investors, the
relative size of their investment and a determination of whether a collective approach
is necessary in order to achieve a satisfactory outcome. If differences with a company
remain unresolved, we may vote against the Board in a general meeting or even
requisition an extraordinary general meeting to enable all investors to vote on the matter
in dispute.

We participate in advocacy organizations on specific ESG issues, to jointly expand and
promote improvements in these areas both at local and international levels. We also
participate in the debate on the development of appropriate standards for sustainable
investing through our membership in various forums. Fidelity’s Sustainable Investing
Team are members or involved in numerous, external ESG-related organisations.
These organisations include local Investment Associations, the International Corporate
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Governance Network (“ICGN”) and the Asian Corporate Governance Association
(“ACGA”). Fidelity is a signatory to the United Nations Principles for Responsible
Investment (“UNPRI”). We are also members of a number of trade and industry bodies
around the world. We regularly engage with local regulators on matters that may affect
investee companies. This may take the form of direct dialogue, responding to public
consultation requests, or other consultation forums.

We place a significant emphasis on our approach to engagement within our stewardship
activities. We maintain a strong focus on the changes we seek to make at an investee
company including specific milestones and material outcomes, and to determine
subsequent engagement action that also informs our investment decision making
process.

Principle 5

Establish and disclose clear voting policies and voting results

We have established voting policies, detailing our views and opinions on key matters,
with the purpose to support the exercise of voting rights on each proposal at the
shareholder meetings of our investee companies. We carefully exercise voting rights
of securities we manage in relation to motions which have significant impacts on the
rights and benefits of our clients.

Fidelity maintains a specialist in-house Sustainable Investing Team which coordinates
our approach to ESG and implement our voting policies. Our voting guidelines are
updated on a regular basis and can be found on our website. Information to support our
voting decision making process is derived from a variety of sources and includes
material provided by the company, proxy voting governance research services and
internal research. Discussions may also be held with investee companies themselves.

Our voting policy takes into account long-term joint interests of clients and investee
companies. We review agenda items at the shareholder meetings of our investee
companies and always vote in accordance with our stated voting policy and guidelines.

Our voting policy outlines our approach to exercising voting rights and the evaluation
of different types of proposals including those items we will generally not support. We
seek to vote all equity securities where possible. In certain special situations we may
determine not to submit a vote where the cost in our view outweighs the associated
benefits. We will also take account of the particular circumstances of the investee
company concerned and of prevailing local market best practice. All votes are managed
by our Sustainable Investing Team and voted in accordance with our approach to
Sustainable Investing and our proxy voting guidelines.

We subscribe to several proxy voting governance research services including:
Institutional Shareholder Services and Glass Lewis. We have established a set of
customised guidelines with our voting agent but all votes are cast in accordance with
our voting policies after consultation with the relevant portfolio managers where
appropriate. We seek to vote all equity securities where possible but take into account
regulatory obligations and exceptions where the expected benefit of voting is
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outweighed by the expected costs. We will also consider the particular circumstances
of the investee company concerned and of prevailing local market best practices.

We encourage boards to consult with investors in advance rather than risk putting
forward resolutions at general meetings which may be voted down. Subject to the size
of our investment, where our views differ from those of the Board we will seek to
engage with the Board at an early stage to try and resolve differences. Where this is not
successful and we decide to abstain or vote against a company, for all of our larger
holdings we will generally ensure that management understands the reason for our
opposition. We abstain when we have insufficient information to form our view, and
where there are restrictions that do not permit us to cast our vote, but in some markets
we also abstain where we wish to give a cautionary message to a company. Our guiding
principle is that voting rights should always be exercised in the best interest of investors.

It is not our usual policy to attend general meetings but if circumstances warrant, we
will on occasion vote in person and may additionally make a statement explaining our
position. In exceptional circumstances we may also submit a resolution for a
shareholder vote at a general meeting.

We capture, analyse and record our voting activity in accordance with our policies. We
disclose our voting policy, guidelines and votes cast. We provide disclosure of
information relating to our voting activity at an aggregate level. We may disclose
rationales for our votes at our investee companies where deemed necessary and
practical. We disclose our voting record for the preceding 12 months on our website
and this information is updated on a quarterly basis.

Principle 6
Periodically disclose the status of fulfilment of stewardship responsibilities

Fidelity captures and records its stewardship activities and this assists in our assessment
and improvement of our stewardship policy, its implementation and action, and
disclosure. We regularly review our stewardship policies, conflicts of interest policies,
voting policies and the status of meeting our stewardship responsibilities. Furthermore,
we evaluate the effectiveness of our stewardship activities and this review also informs
our subsequent focus areas, processes and practice.

We regularly disclose stewardship activities to our clients and intend that the relevant
information is easily accessible and clearly understood. We publish a Sustainable
Investment Policy and stewardship report, our Sustainability Report, annually on our
website as well as other policy documents and statements. These include our statement
on "Stewardship Principles for Institutional Investors” and explanations for non-
compliance with certain principles where applicable. These documents include
information on the company's internal resources and organizational structure to
implement stewardship. We detail statistics of engagement activities and some case
studies of the communication and engagement with our investee companies and these
may include the outcomes and next steps in specific cases. We also make reference to
collaborative engagements including those with other institutional investors. If
noteworthy, we may report on any attendance in person at a shareholders' meetings of
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an investee company. Our reporting includes summary level voting activity
information and where appropriate more granular description. Our Sustainable
Investment Policy and various websites include contact details for stakeholders such as
clients, beneficiaries, investee companies or other institutional investors to reach us.

Our disclosure also covers other material events or policies that are relevant to the
fulfilment of our stewardship responsibilities. We provide quarterly voting reports to
our institutional clients including details of noteworthy votes within their portfolios.
These reports include instances where we voted against management as well as an
explanation for our voting decision together with a voting record of all meetings voted
on behalf of the client in the previous quarter and a thematic ESG report. We also
disclose our votes on a quarterly basis on our website. On a yearly basis, we prepare a
more in-depth annual Sustainability Report which includes a detailed analysis of our
voting activities as well as an update on our governance and stewardship activities.

Contact

If you would like to learn more about Fidelity’s approach to Stewardship and
Sustainable Investing in Taiwan, please send your enquiry to our Sustainable Investing
Team at ESGTeam@fil.com

FIL Securities Investment Trust Co., (Taiwan) Limited

2020

17



