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F A8 #339
Which of'the following statements about voting is most accurate?

e A. Concerns about the diversity of a company's board cannot be reflected in voting decisions

¢ B. Ifthere are concerns about the financial viability of a business, investors need to pay close attention to voting decisions on
the reappointment of members of the audit committee

¢ C. Voting is a necessary but not a sufficient element of good stewardship
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* Tmportance of Voting in Stewardship:

Voting on resolutions at shareholder meetings is a fimdamental aspect of stewardship, enabling investors to influence corporate
governance and strategy.

It ensures that management is accountable to shareholders and aligns with long-term interests.

* Focus on Audit Committee:

The audit committee oversees financial reporting and the audit process, which are critical to ensuring the accuracy and reliability of
financial staterments.

Reappointing members of the audit committee is crucial when there are concerns about a company's financial viability, as this
committee plays a key role in maintaining financial integrity.

* Concerns about Board Diversity:

Investors can reflect concerns about board diversity through their voting decisions, particularly during director re-elections.

* Reference:

The importance of voting, particularly on issues related to financial viability and audit committee reappointments, is emphasized in
corporate governance and ESG stewardship guidelines.

R RE #340
A company's reporting and transparency are initially led by its:

e A. Board
e B. Management team
e C. Audit committee
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The management teamis responsible fordeveloping ESG reports, financial disclosures, and corporate transparency efforts.
The audit committee (B) reviews and ensures compliance with reporting standards.

The board (A) provides oversight but does not directly lead reporting.

Reference:

CFA Institute Corporate Governance Handbook

Global Reporting Initiative (GRI) ESG Disclosure Guidelines

OECD Transparency & Corporate Reporting Principles

R RE #341
A private debt find manager is most likely to engage with borrowers on material ESG risks through:

e A. Board seats.
e B. Ongoing dialogue.
¢ C. Voting,

Z%: B

fE R A«

According to theOfficial Training Manual (OTM), private debt find managers lack the direct shareholder rights (like voting) available
to equity nvestors. Instead, their influence derives fromrelationship management and lending covenants. The manual explicitly states:
"Private debt investors typically integrate ESG throughengagement in the lending process, which includesongoing dialogue with
borrowerson risk mitigation, governance practices, and sustainability-linked covenants." This process often extends throughout the
loan's duration, ensuring compliance and continuous improvement. Board representation is rare in debt arrangements, making "board
seats" (option B) accurate. Hence, optionCcorrectly identifies "ongoing dialogue" as the primary engagement mechanism
Reference:2021-Final-Book.pdf, Chapter 8 - ESG Integration Across Asset Classes (Private Debt section).
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In the ESG rating process, an assessiment of risk, policies, and preparedness is best categorized as part of a(n):



e A disclosure-based assessment.
e B. fundamental assessment.
¢ (. operational assessment.
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In the ESG rating process, an assessiment of risk, policies, and preparedness is best categorized as part of a findamental
assessment. This type of assessment evaluates how well a company is managing its material ESG risks, which includes examining the
company's risk exposure, the policies it has in place to manage those risks, and its preparedness to handle potential ESG-related
issues. This holistic approach provides a comprehensive view of a company's ESG performance and its ability to sustain long-term
value creation.

i /8 #343
For which of the following asset classes are nvestment managers most likely to use voting to exert influence on a company?

e A. Private debt
e B. Real estate
¢ (. Passive/index tracking
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Investment managers in passive/index tracking strategies (Option C) frequently use proxy voting as a primary tool to influence
companies because:

They cannot sell underperforming ESG stocks easily (since they track an index), so they engage through voting and shareholder
resolutions.

Major passive find managers like BlackRock, Vanguard, and State Street use voting to drive ESG changes.

Option A (Real estate) lacks public voting mechanisms-investors engage via direct ownership.

Option B (Private debt) nvolves debt covenants, not voting rights.

Reference:

PRI Active Ownership Report (2022)

BlackRock Stewardship Principles

OECD Guidelines on Shareholder Engagement
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