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CHOM CAPITAL

PERFORMANCE DRIVEN BY SUSTAINAMENTALS®

Our Mission

CHOM CAPITAL's mission is to create sustainable added value for investors.

Sustainability is a key element of our identity and the decisions we make, both as
entrepreneurs and as asset managers. As such, we are committed to the principles
of good corporate governance, a socially responsible human resources policy and an
economically conscious use of our natural resources. In the spirit of sustainable fi-
nance, we want to make a positive contribution to climate change with our products
and promote the allocation of financial flows to sustainable companies.
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1. Good Corporate Governance & Responsible Engagement

A convincing and sustainably oriented corporate governance, as well as a responsible
participation policy form part of the self-understanding of CHOM CAPITAL, an owner-
managed asset management boutique specializing in European equities.

This policy describes our principles for actively and responsibly exercising share-
holder rights in all listed equities held in our funds and how this engagement is em-
bedded in our fundamental investment process. By active and responsible engage-
ment, we mean in particular the intensive dialog with the managements of our hold-
ings, but also the exercise of voting rights at general meetings. In this way, we mon-
itor all important matters concerning our portfolio companies and use our influence
to give companies the right impulses on the path to more a sustainable economy.

We are very open to and keen on cooperating with other shareholders to exercise our
shareholder rights responsibly.

In line with the integration of non-financial criteria into the investment process, CHOM
CAPITAL also takes into account ecological and social standards as well as good cor-
porate governance - together "ESG criteria" (short for "Environment", "Social", "Gov-
ernance") - when exercising shareholder rights.

We are convinced that companies that act in accordance with good corporate gov-
ernance standards have a superior risk-return profile in the long term. This is why,
also in terms of performance, we consider sustainable investments to be a worthwhile
investment for the future.

2. Our Fundamental Investment Process

We follow a strictly fundamental, value-based approach when identifying and select-
ing our investments. ESG criteria sit alongside conventional financial analysis and are
an integral part at every level of our investment process (universe, individual stock
level, portfolio level).

2.1 Universe

A standards-based screening process based on strict exclusion criteria ensures that
our equity universe is properly narrowed down. All companies that do not comply with
certain international principles and standards are not invested in. A lack of commit-
ment to the core labor standards of the International Labor Organization (ILO), in-
cluding the prohibition of forced labor and child labor, leads to exclusion, as do vio-
lations of the UN Global Compact Principles. In line with the approach of the FNG
Quality Label, we also exclude manufacturers of outlawed products. Examples include
cluster bombs, land mines, biological and chemical weapons. Tighter restrictions are
imposed on coal-fired power generation and the pornography and gambling sectors.
Further restrictions are imposed by minimum requirements for individual securities
and the portfolio rating. Explore our Exclusion Guidelines for further information.
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2.2 Company Level

When selecting our investments (positive screening), we set high standards and fol-
low a structured analysis process for each potential investee, which includes both
financial and non-financial aspects.

Of central importance to us is the deep dive into understanding the business models,
the corporate strategy, the most important success factors and the financial key fig-
ures. The evaluation of the sustainability profile includes the social, environmental
and corporate governance-related opportunities and risks of a company. The findings
are then discussed in greater depth in management meetings, focusing on the key
drivers of future growth. We attach importance to clear and transparent targets, also
in terms of the planned contribution to the protection of the climate and biodiversity.
The subsequent determination of share price opportunities is based on the results of
a company valuation according to strictly fundamental criteria, taking into account a
large number of peer group-related financial indicators. Valuation techniques such as
the discounted cash flow method (DCF models, multiples, peer group analyses) or
the net asset value method (consideration of the balance sheet and its intrinsic value)
are applied here. For us, quality, transparency and a long-term approach are over-
arching requirements for a sustainable business model.

In our analysis of the social, economic and governance profiles of companies, we see
opportunities for three types of sustainability profiles in particular:

1. ESG stars, which are e.g. leaders in low-CO2 future technologies. ESG stars
are often so-called "best-in-class" companies that have the best sustainability
indicators in their respective industries and top the relevant rankings.

2. Companies with strong momentum that generate sustainable growth because
they consistently take advantage of opportunities to renew established product
ranges in a sustainable manner, promote the careful use of natural resources,
or fundamentally change their production processes and supply chains.

3. Restructuring cases can also have interesting sustainable potential if, for ex-
ample, acquired companies are raised to a level already established for the
parent company. Or if, starting from a low level, the value chain of a company
is optimized through strategic measures to the extent that a significant im-
provement in the eco-balance can be expected.

2.3 Portfolio Level

As a result of the assessment of the business model and further personal discussions
with company managers, a concentrated number of a few stocks form the CHOM
quality portfolio. The holdings start out fundamentally equally weighted to ensure
that each selected stock has a significant performance impact.

To make the sustainable orientation of our portfolios measurable for our investors,
we set ourselves clear thresholds (investability criteria). These include a target mini-
mum rating at aggregate level and the definition of minimum sustainability require-
ments for individual investments. Also important to us is a proven positive contribution
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to the 17 United Nations Sustainable Development Goals, as well as a successful
management review.

Proprietary ESG dashboards and reports for aggregated consideration of a large num-
ber of key figures and data sets at fund level allow us to map the interaction of an
investment with the rest of the portfolio as a further dimension of the investment
process.

In fund controlling, we can simulate the effects of a adding a new holding or re-
balancing on the current portfolio. In addition, our models allow us to map changes
in metrics at the level of individual securities and to check the implementation of the
set thresholds.

2.4 Research, Monitoring and Transparency

In addition to our own analyses and derivative models, our research approach in-
cludes the use of a large number of external research providers from our broker
network. We obtain the high-quality data feed for our screening, portfolio and report-
ing models from the information service providers Bloomberg, FactSet and MSCI ESG
Research. Moreover, we access corporate sustainability reports and exchange infor-
mation on specific topics with experts from our network of brokers, rating agencies
and NGOs.

Most important for us remain the established close contacts to the companies. The
combined approach of in-depth fundamental analysis and evaluation in regular man-
agement meetings enables us to make a good assessment of the business develop-
ment and prospects of the portfolio companies and to monitor all important matters
efficiently.

We offer in-depth transparency vis-a-vis our institutional investors.



3. Exercise of Voting Rights at Shareholders' Meetings

3.1 Principles of our Voting Policy

We attach great importance to representing the interests of our investors and han-
dling the voting rights of all listed and voting company shareholdings held in our funds
responsibly.

With regard to our voting policy, we are guided by the latest analysis guidelines for
annual general meetings (ALHV) issued by the German Investment and Asset Man-
agement Association (BVI). In applying our voting principles, we try to work towards
corporate management that is geared to sustainable and environmentally compatible
value creation. This can mean either voting in favor of a proposed resolution or voting
against it.

3.2 Implementation of our Voting Policy

For the analysis of agenda items and the technical implementation of the exercise of
voting rights, we work closely with our capital management company Universal In-
vestment GmbH (UI). We work closely with our capital management company Uni-
versal Investment GmbH (UI) on the analysis of voting proposals and the technical
implementation of the exercise of voting rights. UI's service providers, who specialize
in shareholders' meetings, identify critical factors in the analysis of agenda items and
draw up proposals for approval and rejection of the respective management pro-
posals. These analyses are carried out in accordance with the German Corporate Gov-
ernance Code, as well as the ALHV and the ARUG II directive and serve as an im-
portant basis for our voting behavior

In a second step, these voting proposals are evaluated by us on a fundamental basis
with regard to our understanding of the business model and corporate strategy and
following our own analysis of management through company discussions. This may
lead to a "fundamental override" of the resolution recommendations. If no changes
result from our analysis, UI will vote on the present agenda items as proposed at the
Annual General Meeting. For those companies for which we do not have analysis
proposals, we validate agendas based on our fundamental understanding.

Further details on the main principles and contents of the voting policy are presented
in the following section.

3.3 Important Considerations in our Voting Behavior

In the following sections, we cover selected aspects of the BVI analysis guidelines for
general meetings (2021) and describe critical topics resulting from them. These topics
are examples of sustainability aspects on which the analyses of the UI service provider
are based. Where possible, we also try to reflect these aspects in our internal analyses
or address them in our management meetings.



3.3.1 Executive/Management Board / Supervisory Board / Board of Directors

"Responsible management and supervision of the company aimed at long-term value
creation is in the interest of its shareholders. The composition, activities and remu-
neration of the executive bodlies should reflect this. Appropriate transparency and
open communication should make this clear to shareholders.” (Chapter 1. ALHV)

Accordingly, there is critical scrutiny of whether qualifications are demonstrated in
the election of members of the management board, supervisory board or board of
directors, whether the independence of supervisory bodies is guaranteed, whether
caps on mandates have been complied with or whether compensation standards have
been observed. The Act Implementing the Second Shareholders' Rights Directive
(ARUG II) not only specifies the content requirements for the compensation system,
such as setting a maximum compensation or the possibility of reclaiming variable
salary components, it also places emphasis on extensive transparency and regular
voting (at least every four years). In addition, strong personal requirements apply to
the exoneration of management, supervisory or administrative board members. Crit-
ical factors here constitute violations of generally accepted sustainability guidelines
or pending proceedings, e.g. challenges to the balance sheet, insider trading or cor-
ruption, but also conflicts of interest and inadequate risk controlling and auditing pro-
cedures. Automatic transitions (e.g. from CEO to CFO), should be critically examined
and avoided wherever possible. It would also seem sensible to respect cooling-off
periods when transferring as longstanding board members to the supervisory board.

3.3.2 Corporate Actions and Share Repurchases

"Corporate actions and share buybacks are in the interests of shareholders if they
enhance the long-term prospects of the company. Shareholders can only judge this
if companies explain their financing strategy. Legitimate interests in protecting confi-
dential business information must be taken into account.” (Chapter 2. ALHV)

An active exchange of views on the long-term prospects of success of capital
measures and share buybacks is an important part of our management discussions.
If there is strong dissent with regard to capital measures or if critical upper limits for
authorized and conditional capital increases are exceeded, approval is withheld.

The repurchase of shares may be critical, particularly in the case of companies in a
difficult economic situation, if it is carried out with outside financing in order to make
profits appear higher and to maintain the share price by reducing the number of
shares in circulation.

3.3.3 Profit Appropriation

"The dividend policy should be in line with the long-term corporate strategy and ap-
propriate.” (Chapter 3. ALHV)

In order to assess the appropriation of profits, the dividend is analyzed in comparison
with other sectors and should only be paid out of the company's assets in exceptional
cases where there are special reasons for doing so.



3.3.4 Auditor

"The annual financial statements should give a true and fair picture of the company’s
assets, financial position and income position. The auditor and the audit company
must therefore be independent and impartial, including with regard to remuneration.”
(Chapter 4. ALHV)

The prerequisite for this is the independence and impartiality of the auditor and the
auditing company, which should be demonstrated, for example, by the disclosure of
consulting activities, as well as by transparency regarding its appropriate remunera-
tion.

3.3.5 Mergers and Acquisitions

"Mergers and acquisitions are in the shareholders’ interest if they are in line with the
company's long-term strategy. Shareholders can only judge this if companies provide
background information. Legitimate interests in protecting confidential business in-
formation must be taken into account.” (Chapter 5. ALHV)

Criteria to be assessed include, for example, the purchase price and the corporate
governance of the target company. Shareholder approval is also required for very
significant acquisitions. Measures to impede takeovers are critically scrutinized. CHOM
CAPITAL also evaluates the fundamental background in its management meetings.

3.3.6 Shareholder Interests

"The rights of shareholders should be protected in compliance with the principle of
equal treatment of all shareholders. Special rights and measures which impair share-
holders' rights are not in the interest of shareholders.” (Chapter 6. ALHV)

Special rights and measures that impair shareholders' rights are not in the interests
of shareholders and should therefore be critically assessed and rejected in case of
doubt. Examples would be amendments to the Articles of Association that impair
shareholder rights or the delayed publication of the AGM agenda on the company's
website.

3.3.7 Corporate Governance Code and Best-Practice

"Responsible management in compliance with nationally and internationally recog-
nized corporate governance standards is in the shareholders’ interests.” (Chapter 7.
ALHV)

Key elements of recognized principles such as the OECD Guidelines for Multinational
Enterprises will be used as benchmarks for this analysis. In addition, the develop-
ment of best practices for responsible corporate governance and ESG issues will be
promoted. Non-financial reporting will also be guided by the EU guidelines for report-
ing climate-related information.



4. Responsible Engagement Through Management Meetings

In view of the importance of the responsible exercise of shareholder rights, we would
like to shed further light on the other form of shareholder engagement: the manage-
ment meetings. Regular, intensive discussions with the responsible representatives
and corporate bodies of our portfolio companies are essential for us to make a qual-
ified assessment of the prospects and to engage constructively on existing issues.

Our portfolio managers hold more than 600 meetings with board members or the IR
departments of companies every year. In these meetings, business topics such as the
business model, corporate strategy, competitive situation and business development
or financial indicators are discussed and evaluated. We also discuss sustainability ob-
jectives, strategic plans in this regard, as well as sustainability risks and potential
controversies.

Indeed, we attach great importance to clear targets in terms of the contribution to
climate and biodiversity protection and the improvement of the sustainable footprint,
which should be linked to concrete deadlines for achievement. We raise critical issues
clearly. This applies to both exposure and management of material ESG risks, such
as corporate governance aspects or human rights, labor rights and environmental
violations. If controversies (including those from an ESG perspective) arise at a com-
pany, these are analyzed further and the company concerned is confronted with these
aspects.

The results of the management discussions are documented and the development is
tracked over time with the aim of eliminating the violations or contributing to the
implementation of risk minimization strategies. If a controversy cannot be resolved
or if targets are massively missed, we divest the corresponding stake.

Overall, the active and responsible exercise of shareholder rights serves to preserve
the value of our shareholdings. While strictly safeguarding the interests of our cus-
tomers, we also aim to make a positive contribution by steering capital flows towards
sustainable activities.
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