T. ROWE PRICE INSIGHTS

ON ENVIRONMENTAL, SOCIAL, AND GOVERNANCE

For or Against? The Year
in Shareholder Resolutions

With environmental and social proposals in the spotlight,
case-by-case insights were key to our decision-making.

KEY INSIGHTS

= Many proposals, in particular those relating to environmental and social issues,
demanded a nuanced approach to our voting rationale.

= |n relation to environmental proposals in particular, improving the level and quality
of disclosures by companies continues to be our primary objective.

= Distinct classifications of proposals provide a useful framework for understanding

how we arrived at our voting decisions.
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ithin the context of growing

demands on the private

sector to constructively
address the world’s environmental,
social, and governance (ESG)
challenges, shareholder resolutions
can be an important tool to persuade
companies to increase their focus
on key societal challenges. The year
2020 presented a range of themes
for consideration, and our approach
to each was guided by careful
attention to the end result within our
well-tested framework.

The Role of Proxy Voting
in Stewardship

We see proxy voting as a crucial link in
the chain of stewardship responsibilities
that we execute on behalf of our

clients. From our perspective, the vote
represents both the privileges and

the responsibilities that come with

owning a company’s equity instruments.

We take our responsibility to vote

our clients’ shares in a thoughtful,
investment-centered way very

seriously, considering both high-level
principles of corporate governance

and company-specific circumstances.
Our overarching objective is to cast votes
in support of the path most likely to
foster long-term, sustainable success for
the company and its investors.

Our view is that the proxy vote is an asset
belonging to the underlying clients of
each T. Rowe Price investment strategy.
This means that our portfolio managers
are ultimately responsible for making

the voting decisions within the strategies
they manage. To fulfill this responsibility,
they receive recommendations and
support from a range of internal and
external resources, including:

= The T. Rowe Price ESG Committee
= Qur global industry analysts

= Qur specialists in corporate governance
and responsible investment

In our
case-by-case
analysis of
environmental
proposals, the
current level of
disclosure is our
most important
consideration.
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1,431

Number of
shareholder
resolutions voted
on in 2020

"Source: T. Rowe Price, as of December 31, 2020.

= |nsights generated from our
proprietary Responsible Investment
Indicator Model (RIIM)

= |nstitutional Shareholder Services
(ISS), our external proxy advisory firm

Prudent Use of Our Influence

Our proxy voting program is one element
of our overall relationship with corporate
issuers. We use our voting power in a
way that complements the other aspects
of our relationship with these companies.
For example, other contexts in which

we might use our influence include:

= Regular, ongoing investment diligence

= Engagement with management on
ESG issues

= Meetings with senior management,
offering our candid feedback

= Meetings with members of the Board
of Directors

= Decisions to increase or decrease the
weight of an investment in a portfolio

= Decisions to initiate or eliminate
an investment

= On rare occasions, issuing a public
statement about a company—either
to support the management team
or to encourage it to change course
in the long-term best interests of
the company

However, in an environment where
large institutional shareholders are
often rated by third parties according
to how frequently they vote against
board recommendations, we wish to
be clear—it is not our objective to use
our vote to create conflict with the
companies our clients are invested in.

Instead, our objective is to use
our influence—through the
various avenues listed above—

to increase the probability that the
company will outperform its peers,
helping enable our clients to achieve
their investment goals.

A proxy vote is an important
shareholder right, but its power is
limited to the one day per year when a
company convenes its annual meeting.
Influence—earned over time and
applied thoughtfully—is a tool we use
every day.

Varying Degrees of Regulation
and Qualification

In various markets around the

world, company shareholders are
afforded the right to present items

to be voted upon at the annual
general meeting. However, these
shareholder proposals are subject

to varying degrees of regulation

and qualification. In some markets,
such as Japan, North America, and
the Nordic region, filing requirements
are minimal. As a result, it is common
to see many resolutions submitted by
individual and institutional investors
in these markets. In other markets,
where sponsors are required to have
large, long-term holdings to be eligible
to submit proposals, shareholder
resolutions are relatively infrequent.

In 2020, the T. Rowe Price portfolios
voted on 1,431 shareholder
resolutions across all markets.

Of those, 500 were situations where
shareholders were nominating
directors to a company’s board.
Another 585 were resolutions asking
companies to adopt a specific
corporate governance practice.
Here, we focus on the 346 remaining
proposals that specifically addressed
environmental and social (E&S) issues.
We classify these proposals into five
distinct categories as illustrated in
Figure 1.
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Shareholder Resolutions Voted on in 2020
(Fig. 1) Looking deeper into resolutions focusing on environmental and social issues

Political Spending
and Lobbying
62 Resolutions

32% supported
68% opposed

Environmental
81 Resolutions

30% supported
63% opposed
1% abstained
6% elected not
to vote due to
share-blocking*

Anti-ESG
12 Resolutions

Social
148 Resolutions

19% supported
80% opposed
1% elected not to
vote due to
share-blocking*

100% opposed

Social and
Environmental Resolutions

@ @ | @) [ ()

Anti-nuclear
43 Resolutions

100% opposed

Shareholders
Nominating Directors

Corporate
Governance Resolutions

*Share-blocking is a requirement in certain markets that impose liquidity constraints in order to exercise voting rights.
We generally do not vote in these markets.
Figures may not total 100% due to rounding.

As of December 31, 2020.

Source: T. Rowe Price.

Voting Framework: Principles-Based
or Case by Case?

When it comes to proxy voting issues,
there is some debate as to the best
approach: Is it best to look at each issue
individually and consider the company’s
circumstances or to apply a set of
principles evenly across all companies?
In our view, the answer is both.

There are many areas within proxy
voting where a principles-based
approach can be implemented
effectively. For example, our proxy
voting guidelines are generally designed
to promote an appropriate level of board
independence, robust shareholder
rights, and strong linkage over time
between executives’ compensation and
company performance. However, there
are other areas where a case-by-case
approach is necessary in order to
achieve full alignment between our
guidelines and our voting outcomes.

One area where this is very much the
case is shareholder resolutions.

The main reason why shareholder
resolutions are hard to implement
with a principles-based voting
approach is because they are more
nuanced than other proxy voting
categories. For example, we employ
an objective set of indicators to
determine a director’s independence.
It is a straightforward decision to

vote against existing directors and
indicate to the company that they
should be replaced with independent
board members. In the case of many
shareholder proposals, the message to
the company is not only does it need
to make a change, but it also needs
to employ a prescriptive method to do
so. We often find ourselves agreeing
with a proponent that a company’s
environmental or social disclosure is
inadequate. However, we do not always
agree with the prescriptive remedy put
forth by that proponent.
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Understanding Our Voting Rationale
We classify environmental and social resolutions into five distinct categories

Proposal These proposals seek disclosure of a company'’s direct political contributions as well as indirect spending via trade associations.

Approach We believe corporate participation in the political process, where allowed by law, is appropriate. However, recently, we have observed a
widening disconnect between what companies publicly disclose about their approach to environmental and governance matters and what
their trade organizations advocate on their behalf. To the extent that we find mismatches of this nature, or generally poor disclosure regarding
the board’s oversight of political activity, we have supported an increasing number of shareholder resolutions asking for more transparency
around political activity.

2020 Voting We supported 32% of proposals and opposed 68%.

Rationale Our reason for opposing the majority of resolutions was that we found these companies already provide a robust level of disclosure on their
political involvement. Therefore, additional disclosure is not necessary.

Environmental

Proposal These proposals request that companies either disclose certain environmental data or adopt specific environmental policies or practices.

Approach As part of our normal ESG engagement program, we encourage companies to improve their environmental disclosures. The current lack
of standardization in environmental reporting makes it more difficult for us to analyze companies’ environmental exposure. This is why
we recommend using two specific reporting frameworks: the Sustainable Accounting Standards Board (SASB) and the Taskforce on
Climate-Related Disclosures (TFCD).

While we support the aim of many environmental proposals to improve disclosure, we find that a significant number of them ask for
nonstandardized or ancillary disclosures. In these cases, we often find it difficult to support the shareholder proposal but will use the
opportunity to engage with the company on improving its environmental disclosure using the SASB and TFCD frameworks.

In our case-by-case analysis of environmental proposals, the current level of disclosure is our most important consideration. We also take into
account the materiality of the issue for the company; the disclosure framework being requested; our prior engagement with the company on
environmental matters; the views of our Responsible Investment team; the identity of the proponents, if available, and their stated intentions;
and the degree to which the proposal is prescriptive.

2020 Voting We supported 30% of proposals and opposed 63%.

Rationale Our reasons for opposing resolutions in this category:

" 32% were because we found the companies already provide robust disclosure on environmental matters, and we do not believe
additional reporting is necessary. We use RIIM environmental scores as one element of this assessment, along with a review of the
company’s disclosure.

= 27% were because we found the resolutions to be too prescriptive. Examples of proposals in this category include those asking the
company to close plants or switch to a different source of power.

4% were because we disagree in principle with the proponents objectives.

Social

Proposal This category contains a wide range of proposals on issues ranging from specific operational practices at companies to broader societal
issues such as diversity.

Approach Our approach to socially oriented resolutions is similar to the environmental category. We assess them on a case-by-case basis, taking into
account the materiality of the issue being raised, the company’s existing level of disclosure, the degree to which the resolution is prescriptive,
the views of our Responsible Investment team, the stated intentions of the proponents, and our engagement history with the company.

2020 Voting We supported 19% of proposals and opposed 80%.

Rationale Our reasons for opposing resolutions in this category:

" 38% were because we found the companies already provide robust disclosure on the matter in question, and we do not believe providing
additional reporting would be a good use of resources. We use RIIM social scores as one element of this assessment, along with a review
of the company’s disclosure.

" 27% were because we found the resolutions to be too prescriptive. Examples of proposals in this category include those asking companies
to stop selling certain products.

' 16% were because we disagree in principle with the proponents’ objectives.
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Understanding Our Voting Rationale (continued)
We classify E&S resolutions into five distinct categories

Anti-ESG

Proposal The purpose of these resolutions is to roll back company initiatives on E&S concerns. The objectives of these proposals are so distinct
from the overall category of shareholder resolutions that we believe they need to be analyzed and reported separately.

Approach Although small in number, there is a growing set of resolutions sponsored by proponents whose aim is to persuade companies to roll back
environmental initiatives, curtail charitable giving, or de-emphasize diversity and inclusion. T. Rowe Price does not support these proposals.

2020 Voting We opposed all of these proposals because we disagree in principle with the proponents’ objectives.

Rationale

Anti-nuclear Power

Proposal This category includes the large number of proposals brought forth every year at Japanese utility companies, asking them to reduce or
eliminate reliance on nuclear power sources.
Approach Ever since the 2011 earthquake and subsequent nuclear accident in Fukushima, Japan, individual investors in this region have mounted a

persistent campaign to get Japanese utilities to generate power from sources other than nuclear plants. Publicly traded Japanese utilities
receive multiple resolutions of this nature every year.

T. Rowe Price does not support these resolutions as they are extremely prescriptive in nature in asking companies to change their
operations. Our view is that such operational decisions are best left to the board.

2020 Voting We opposed all of these proposals because we disagree in principle with the proponents’ objectives.

Rationale

...0ur objective is to
use different lenses
(environmental,
social, ethical,

and governance)
to deepen our
understanding of
the investments
held in our

clients’ portfolios.

It is important to note that our overall
framework for integrating ESG factors
into the T. Rowe Price investment
process—which includes proxy voting—
is a research-centered framework.

Its purpose is to produce investment
insights for our internal teams of analysts
and portfolio managers. As a global
asset manager serving as a fiduciary
for clients with different perspectives,
beliefs, time horizons, and investment
goals, it is not our objective to build our
investment strategies around a specific
set of values. Instead, our objective is
to use different lenses (environmental,
social, ethical, and governance) to
deepen our understanding of the

investments held in our clients’ portfolios.

The Policy Formation Process at
T. Rowe Price

Our approach to voting on social
and environmental shareholder

resolutions is one small part of our
overall responsibilities related to proxy
voting. This approach continuously
evolves along with the overall

corporate backdrop; it is informed by
changes in regulation, improvements

in corporate disclosure, campaigns by
stakeholders, company-specific events,
and our investment professionals’ views
on these matters.

The T. Rowe Price ESG Committee is
made up of experienced investment
professionals, including analysts and
portfolio managers from both our
Equity and Fixed Income divisions
and our co-heads of Global Equity.

In addition, the membership includes
cross-functional expertise from
internal legal counsel, business

unit management, and investment
operations. The committee is cochaired
by our head of Corporate Governance
and our director of Research for
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Responsible Investment. The ESG
Committee meets in the first quarter of
every year to review proxy voting activity
from the year before, to reassess the
suitability of our voting guidelines,

and to consider adding to or amending
the guidelines.

The tools we use to reassess the
suitability of our voting guidelines each
year include (a) a review of the previous
year’s voting patterns, including an
analysis of the cases where we decided

analysis of up-and-coming ESG issues,
informed by our internal research and
data from a variety of external sources,
such as our proxy advisory service,

our trade associations, and proponents
of shareholder resolutions.

The robust discussions held each

year by this committee ensure that the

T. Rowe Price Proxy Voting Guidelines
remain fit for purpose, incorporating
changes in the global ESG landscape as
they happen.

to override our policies, and (b) an

Voting Decision Elements
The following table details the specific considerations that we take into account when assessing E&S resolutions

Framing Question Explanation T. Rowe Price Perspective

1. Does the resolution
address an environmental
or social issue that is
material for this company?

2. Who are the proponents
of the resolution, and are
our objectives aligned
with theirs?

3. Is the E&S proposal
asking for new disclosure,
additional disclosure, or
specific action?

4. Are there any specific
considerations given
to climate-related
resolutions?

In our view, materiality is a key consideration because it is suboptimal to
distract the company and its board with resolutions on issues that are not
financially material.

To determine materiality, we use frameworks specifically designed for that
purpose: the SASB and our proprietary RIIM.

It is not always possible to obtain the identity of the proponents of
shareholder resolutions, but when it is disclosed, we believe it is an
important consideration. Most shareholder resolutions are submitted out

of a sincere desire to improve the company’s practices for the benefit of
shareholders and other stakeholders.

In some cases, however, shareholder resolutions are used as a tactic to
bring public pressure onto a company as part of a larger dispute unrelated
to the company’s long-term economic success. In other cases, shareholder
resolutions are used with the aim of benefiting certain types of shareholders
over others.

Most E&S proposals in our portfolios each year seek disclosure on a
particular E&S topic. For example, the proposal may ask the company

to report on its human rights policies or political spending activities. The
company may or may not already provide some level of disclosure on

the subject.

Some proposals go beyond disclosure and ask the company to take a
specific operational decision, adopt a specific policy, add a board member
or committee, close a business operation, or take similar explicit actions.
Our view on these prescriptive proposals is that they usurp management’s
responsibility to make operational decisions and the board’s responsibility
to guide and oversee such decisions.

A subset of proposals in the environmental category are specifically around
limiting a company’s greenhouse gas emissions to meet the objectives of
the Paris Climate Agreement.

If an E&S issue to be brought before a
shareholder meeting falls into a category
deemed material by these frameworks, we
are more likely to support it.

If our objectives as long-term investors
are compatible with the objectives of the
proponents, we are more likely to support
their proposals.

" T. Rowe Price is unlikely to support
prescriptive resolutions of any kind.

" If a resolution seeks additional disclosure,
we closely examine the extent of the
company’s existing discussion on the
topic. We support the resolutions in
cases Where we believe the additional
disclosure would be useful in our
investment process.

" If a resolution seeks disclosure on a
material issue against which the company
does not currently report, we are likely to
support it.

" Adequate disclosure is the first step to
assessing a company’s preparedness for
the low-carbon transition. We support the
TFCD, and we tend to support resolutions
encouraging companies to disclose
against this disclosure framework.

" Resolutions calling for the company
to undertake specific actions, such as
divesting from certain businesses, are
likely to be deemed too prescriptive for us
to support.
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Some well-targeted
resolutions are
extremely helpful

in persuading
companies to
strengthen their
management

of certain risks,
leading to improved
outcomes for
investors. Other
resolutions are

not helpful—

we would even call
them harmful....

Oversight of Proxy Voting and ESG
at T. Rowe Price

Proxy voting is an investment function
within T. Rowe Price. This is part of our
service offering as investment advisers,
and it is subject to the oversight of the
Boards of Directors of the various

T. Rowe Price investment advisers.

The T. Rowe Price advisers have
fiduciary responsibilities. It is the duty of
the advisers to vote shares in portfolio
companies solely in the interests of their
clients, taking into account factors
relevant to a long-term investor.

The ESG Committee reports annually

to the funds’ Boards of Directors.

We provide a detailed overview of
year-over-year changes in voting patterns,
amendments to the voting guidelines,
and a discussion of the management

of potential conflicts of interest. We also
provide a detailed analysis of our votes
on social and environmental matters.

In addition to the funds’ Boards, which
exercise direct oversight over the

T. Rowe Price advisers, T. Rowe Price
Group is a publicly traded corporation
with a separate Board of Directors.
The Group Board also has an interest
in ESG matters in that it oversees

the corporation’s ESG strategy,
environmental footprint, human capital
management, risk management, and
other related functions. The ESG
capability of the T. Rowe Price advisers
is a strategic issue of interest to the
Group Board. For this reason, the
director of research for Responsible

Investment and the head of Corporate
Governance provide annual updates

to the Group Board. This presentation
focuses on our firm’s investment in our
ESG capability: technology resources,
talent, tools, training, and products
managed under an ESG framework.
(Our proxy voting activity is generally
not part of the discussion, because
oversight for such investment activities is
the responsibility of the funds’ Boards.)

Conclusion

T. Rowe Price has dedicated significant
resources toward building ESG
expertise and insight. Consistent with
our strategic investing approach, voting
decisions on these matters are made
using case-by-case analysis, taking into
account the company’s particular ESG
risks, opportunities, and disclosure.

The quality, intent, and utility of
shareholder resolutions on ESG matters
are highly variable at this time. Some
well-targeted resolutions are extremely
helpful in persuading companies to
strengthen their management of certain
risks, leading to improved outcomes

for investors. Other resolutions are

not helpful—we would even call them
harmful—if the objectives of the proponent
do not align with economically oriented
long-term investors. This is why we believe
the most responsible approach to voting
such resolutions is to apply the thoughtful,
investment-focused framework we have
discussed in this report.
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T. Rowe Price focuses on delivering investment management
excellence that investors can rely on—now and over the long term.

T.RowePrice’
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