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(Sustainable Corporate Governance)

F & 3 . Governance for Sustainability ; CSR Governance, etc.

“Good corporate governance practices instill in companies the

essential vision, processes, and structures to make decisions that ensure
longer-term sustainability. More than ever, we need companies that can
be profitable as well as achieving environmental, social, and economic
value for society.”

I PN TR TR FE R IR B A m;!—?; s P £ FERAEF
Ty ZALE ff/iﬁii‘ g LRI B

Rachel Kyte | Vice President, Business Advisory Services, IFC

“.. a well-governed company takes a longer-term view that integrates
environmental and social responsibilities in analyzing risks, discovering
opportunities and allocating capital in the best interests of shareowners. L\
There can be no better way to restore public confidence in both businesses
and markets and build a prosperous future.”
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Georg Kell | Executive Director, Global Compact
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McKinsey&Company

$ 4 AR 2 P B AT £ £ AT 2 (201417)

McKinsey Global Survey results

Sustainability’s strategic worth

*The online survey was in the
field from February 11 to
February 21, 2014, and garnered
responses from 3,344 execu-
tives representing the full range
of regions, industries, com-

pany sizes, functional specialties,

and tenures. To adjust for
differences in response rates,
the data are weighted by

the contribution of each respon-
dent’s nation to global GDP.

Executives at all levels see an important business role for sustainability. But when it comes to
mastering the reputation, execution, and accountability of their sustainability programs,
many companies have far to go.

Company leaders are rallying behind sustainability, and executives overall believe the

issue is increasingly important to their companies’ strategv. But as it continues to grow into

a core business issue, challenges to capturing its full value lie ahead. These are among the key

findings from our most recent McKinsey survey on the topic! which asked respondents
about the actions their companies are taking to address environmental, social, or governance

issues, the practices they use to manage sustainability, and the value at stake.

One such challenge is reputation management. Year over year, large shares of executives cite
reputation as a top reason their companies address sustainability; of the 13 core activities

we asked about, they say reputation has the most value potential for their industries. However,
many of this year’s respondents say their companies are not pursuing the reputation-

building activities that would maximize that financial value.

Comparing companies with the most effective sustainability programs (our sustainability

“leaders™) with others in their industries highlights another obstacle: incorporating

sustainability into key organizational processes, such as performance management, one area
where the leaders report better results than others. Beyond strong performance on



*From 2010 to 2012, the answer
choice was “Align with company’s
business goals.”

Sustainability rising
According to executives, sustainabilitv is becoming a more strategic and integral part of their

businesses. In past surveys, when asked about their companies’ reasons for pursuing

sustainability, respondents most often cited cost cutting or reputation management. Now
43 percent (and the largest share) say their companies seek to align sustainability with their
overall business goals, mission, or values®>—up from 30 percent who said so in 2012 (Exhibit 1).

ARGt EBBr BAFHIAREAFEI

Exhibit 1
More and more companies are addressing sustainability to align
with their business goals.

% of respondents! ﬁ;%‘}’%’-’(‘gf‘}i.ﬁji’% },%( ?‘].;.% f"??

Top 3 reasons that respondents’ organizations address sustainability?

3 ~
Alignment ﬁ'ﬁ B *;‘ Reputation g‘? Cost cutting LUl ,g é' ﬂ‘

Align with company’s Build, maintain, or improve Improve operational
business goals, mission, corporate reputation efficiency and lower costs
or values?
43
36 15 36 36
31 20 32 33
28

21 19
2010 2011 2012 2014 2010 2011 2012 2014 2010 2011 2012 2014

In 2010, nn = 1,749; in 2011, n = 2,956; in 2012, n = 3,847; and in 2014, n = 2,904. The survey was not run in 2013.
20ut of 12 reasons that were presented as answer choices in the question.
3From 2010 to 2012, the answer choice was “Align with eompany’s business goals.”
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Exhibit 2 o000
Company leaders and all others increasingly see sustainability ::.

as a top CEO priority.

k4 5 & FAMIRE AR CEORBAY £ ke

% of respbndents!

Sustainability’s strategic position on the CEO agenda

CEOs? All other respondents?
woER
Top 3 priority

RE& ¥
Most important priority - . . -'2

2010 2011 2012 2014 2010 2011 2012 2014

!Respondents who answered “a priority but not a top 3 agenda item,” “not a significant agenda item,” and “don’t
know” are not shown.

2In 2010, n = 175; in 2011, n = 265; in 2012, n = 364; and in 2014, n = 281. The survey was not run in 2013.

3In 2010, n = 1,574; in 2011, n = 2,691; in 2012, n = 3,483; and in 2014, n = 2,623. The survey was not run in 2013.
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Corporate Governance- The Foundation for -
Corporate Citizenship and Sustainable Businesses

Deloitte.

The Sustainable Board

&

;

2011 Deloitte (2011)
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U.N. Global Compact and the International Finance
Corporation (2009)
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@ 2013 Proxy Statement Searh a

Introduction  Proxy Highlights

Proposal 1: Election of
Directors

Corporate Governance

Board Responsibilites
and Siructure

The Board's Role in
Risk Oversight at Intel

The Board's Role in
Succession Planning

Director Independence
Director Attendance

Communications from
Stockholders to
Directors

Proxy Statement Vote Your Sharss - Download Center

¢ Previous Page Next Page »

Corporate Governance and Nominating Committee

Gorparate Govemance and Nominating Gommittee. The Corporate Governance and Nominating
Committee reviews and reports to the Board on a periodic basis with regard to matters of corporate
govemance and corporate responsibility, such as environmental, sustainability, workplace, poltical
contributions, and stakeholder issues. The commitiee also annually reviews and assesses fhe
effectiveness of the Board's Corporate Govemance Guidelines, makes recommendations to the Board
regarding proposed revisions to the Guidelines and commitiee charters, reviews the policy related to
the implementation of a poison pill, and makes recommendations to the Board regarding the size and
composition of the Board and its committees. In addition, the committee reviews all stockholder
proposals, makes recommendations o the Board for action on such proposals, and reviews and makes
recommendations to the Board concerning compensation for our non-employes directors.

The Corporate Govemance and Nominafing Commitieg establishes procedures for the nomination

rnnnnn and reanmeeandn aandidaine fae alaatinn tn the NDoned Oancidarabion af mow Naned anndidainn

Who has ultimate responsibility for CR?

<
-

Mo one identified as responsible for CR

Company Board

CEOQ

Chief Sustainability Officer

Board members in another function e.g. nsk, audit
Senior manager that is not a board member

Other

Base: 2323 G260 comparies that report on CHR
Source: KPMG International, The KPMG Survey of
Corporate Responsibility Reporting 2013, December 2013
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Back to Investor Relations 2012 Annual Report

@ 2013 Proxy Statement Seatch a

Introduction

Proposal 1: Election of
Directors

Proxy Highlights ~ Proxy Statement

Vote Your Shares  Download Center

« Previous Page Next Page

oo e <_Corparate Governance and Nominating Committee >

Board Responsibilites
and Structure

The Board's Role in
Risk Oversight at Intel

The Board's Role in
Succession Planning

Director Independence

Director Aftendance

Communications from
Stockholders to
Directors

Corporate Governance and Nominating Committee. The Corporate Governance and Nominating
Committee reviews and reports to the Board on a periodic basis with regard to maters of corporate
governance and corporate responsibility, such as environmental, sustainability, workplace, political

contributions, and stakeholder issues. The committee also annually reviews and assesses he
effectiveness of the Board's Corporate Governance Guidelines, makes recommendations to the Board
regarding proposed revisions to the Guidelines and committee charters, reviews the policy related to
the implementation of a poison pill, and makes recommendations to the Board regarding the size and
composition of the Board and its commitiees. In addition, the committee reviews all stockholder
proposals, makes recommendations to the Board for action on such proposals, and reviews and makes
recommendations to the Board concerning compensation for our non-employee directors.

The Corporate Governance and Nominating Committee establishes procedures for the nomination
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B 1% (Towers Watson)2007 # =722 4 ( Linking Executive Pay to
Optimal Performance Metrics and Goals ) °» A% [
Fortune250&0= @ o » T #0g8 3% 4 4F i | (Total Return to

Shareholders, TRS)¥_% 1+ i
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50
45
40
35
30
25
20
15

10
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# ~ F A 3R P (return on invested capital)

43
a9
20
TRS EPS or Not ROIC
Income

F B REIRRN O S ROERSE

16
14

Rovanua Cash Flow
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Intel

Since 2008, every single employee's annual bonus is calculated on the basis of the
firm's performance on measures like product energy efficiency, completion of
renewable energy and clean energy projects, and the company's reputation for
environmental leadership.

National Grid

National Grid has tied CEO and other executive compensation to performance on
the company's greenhouse gas (GHG) reduction goals.

Xcel Energy

Xcel Energy, in its 2009 Proxy statement, clearly lays out how certain sustainability
metrics fit into annual incentive objectives for all executive officers. The filing sets
out the weight assigned to GHG emission reductions and safety performance,
alongside the weighting given to earnings per share.

ING

Dutch banking and insurance giant ING said recently that social, ethical and
environmental objectives are to form a component part of its top management
executive pay structure.
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Nominating and Corporate Governance Committee Charter

E. Duties and Responsibilities

The Committee shall:

. Screen and recommend the selection of nominees to the Board to fill vacancies and newly

created directorships based on, among other things, their independence, character, ability to

exercise sound judamentdiversityl age, demonstrated leadership, skills, including financial

teracy, and experience in the confext of the needs of the Board The Committee is committed

to actively seeking out highly qualified women and individuals from minority groups to include
in the pool from which Board nominees are chosen.

2. |Develop a pool of potential director candidates for consideration in the event of a vacancy on
the Board.

1 (Wwerspe the annual Roard nerfarmance evaluation nracess. ncluding conducting survevs nf

http://files.shareholder.com/downloads/AAPL/3081822600x0x443007/0d3f
54b1-d2d3-44e8-a805-500473659a85/nominating_charter.pdf
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¥ ¥ it 55*L (Board Skills Matrix)

e Structure the board to add value:  AUSTRALIAN INSTITUTE
A listed entity should have a of COMPANY DIRECTORS
board of an appropriate size,
composition, skills and
commitment to enable it to S
discharge its duties effectively.

“, “.-il% ’A\ 71
o BIIE T

Behavioural
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"Every non-financial risk might have a
financial impact if we don't manage it

properly.”

Ute Menke,
Head of
Sustainability
and External
Reporting,
Bayer
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More than
6 billion
live in

cities

reugh their cere
businesses help society
s

manage the
‘majér challenges

Mast peaple can mest thav
lasic human newds, imnehiing

=3 9 billion
people live
well, and
within the
limits of
the planet

Energy and
Resources

Gavernance m shilf
practice sul
paoling sovereignty, cooper;

Ecosystems

Much governance
happens at city and
regional levels and
is efficiently
connected to the
wider world

Emisslons
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Amissiens b
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dieasters, shocks, orime
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w Sustainable Development

31



F‘%PW”E i %ﬁ’ T‘&i %L ‘Fairphonesi% _

BLOG

BLY MOW

PHONE | STORY | ROADMAP | SHARE | CONTACT FAQ

Cost Breakdown of
the First Fairphone ...,

el &7
Ty ;"’ L J ,"’ & "'"
At Fairphone, we want to start a movement to change the way products are g "" "".' &
made. But just as importanthy, we want to make a change throwgh the way d F &

Ty

we do business, That means being apen and transparent about what we
do and where we expect our money (and yours) will go, 5o, here's
what happens to the €325 for every Fairphone sold.

Fairphone puts social values first in our decision-making
process, which affects the entine production of this
phone. We alse actively sesk ways to drive sustainable
change in the supply chain and be cycle of our
smartphone. We call these our “interventons”. Our
interventions follaw the action areas of aur leng-term
road rmap 1o & lairer economy, from seurcing conflict-free
mimerals from DR Gonge to facilnating batter e-waste
solutions,

PRECIOUS MATERIALS
€375 Stakeholder meetings, participation
Canflict-Free Tin Initiative (CFTT) and

Salutions fer Hops, and mandtoring
initiatives for reaponsihle sourcing

MADE WITH CARE
& 7.50 Madae with Care Program
& 1.593 Workerwekfare fund (52 50)

’ = €1

BERCh ciiba rapresents one eum of Fairphone's
aensimer poee and & based an the produstsan
of 25,000 phones. Figures are for 2013 and hawe
been reurded for ease of neading

et fairphone.comf 201 3/ 0401 Moostbreakdown
where you can download & Key for & detailed
explanation

SMART DESIGHN

E4  Openssurce development.
commanity support, Fairphone
oparating system

LASTING VALUE
€3  [Initiatives to recycle existing e-waste
[ Coordination for Fainghone eweata

RSN

Average Sales Price

B € 129.75 Dusign, =

Wee

| &
W::
ez
Wees

[ 2 475
Werrs
Wenas
W=

Wecas

s

Initial Operating Result

B Lesiesitax [f

€ 257.50

reering, companents, manufacturing

and assembly coste

Ceetifications (sg. CE. GOF, RaH% FCC. REACH]
and tegling

Fackaging and [repair] manuals
Inbound logistios

Aoyalties 1o patend holders, IF licenses

Estimated warraety costs (irofuding spare parts,
labor and rarspan)

Penject development, prototyping

Perzonnel costs, office saacs [T, fravel
Legal assaunting, ofher canside service providsrs
Enpnts, cammunications and publie angagement

Webshop hostmg, payment facdities,
customer suppart

£h

Aeserve (for unexpeoied shuff], vestments and
financing cosie

Fﬁﬁpyaﬁzm
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THE UNLIMITED BUSINESS OPPORTUNITIES
UK SOLVINE THE WORLD'S
MOST DIFFICULT PROBLEMS

e L B Lk 2

Capitalism at the
Crossroads: The
Unlimited Business
Opportunities in
Solving the World's
Most Difficult
Problems

The Unrealized Opportunity at the Bottom

ebiles Bibeet Fablianise
C.E. PRARALAD
1

Purchasing Power Parity
In US dollars

Population Estimates

>520,000 75-100 million

$1.500-20,000 2.000 million

The Fortune at
the Bottom of
<$1,500 the Pyramid:
Eradicating
Poverty
Through Profits

Source: Prahalad and Hart

B to 4B

CREATIVE CAPITALISM
HEeFIEER

fiol:1]
PRS- Creative Capitalism
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internalized in product life cycle




a0 "
L
™
L
®
L ]
®
L]
.
L ]
L
°
L
.
L ]
L ]
. -
-----
Tt L Lo
ae®
AT L L
I"‘
. [
P
°
®
®
®
.
]
.
®
°
-
[}
®
.
s
L& T L]
..... %
..... L]
.............
v ow ® ’
-
..... -
so®
o
9‘

B AREPEE % 5]-GE**

Challenges

ENERGY AND CLIMATE

- FINANCIAL VOLATILITY

.o+ STRUGGLING CITIES
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SUSTAINABILITY CAN OUTPERFORM
Cumulative Log Outperformance in %
Souroe: SAM
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}2001 2002 2003 2004 2005 2006 2007 2008 !

10 Year Total RBeturn: SmartView E5G Momendum Index
(510,000 invested in October 30, 1999)
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