SHAREHOLDER POLICY OF
LÍFEYRISSJÓÐUR VERZLUNARMANNA
(THE PENSION FUND OF COMMERCE)
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I. INTRODUCTION
This policy presents the emphases of the Board of Directors of Lífeyrissjóður verzlunarmanna – LV (the
Pension Fund of Commerce) regarding corporate governance in those companies in which the Fund has
a holding. The objective of LV's Board is to support good corporate governance and its development by
means of this policy.
The policy replaces the Fund's existing Shareholder Policy. It sets out the criteria which LV emphasises
in ownership of limited liability companies listed on the equity market in which the Fund has a holding.
This policy also applies as applicable to unlisted companies in which LV has invested. Understandably,
the policy is directed primarily at companies listed in Iceland. However, its basic criteria also apply to
companies listed abroad in which the Fund is a shareholder.
The policy includes strategic aspects on which emphasis is placed, while at the same time pointing out
that these are not peremptory rules; emphases and followup are assessed as the case may be in
individual circumstances.
In implementing the policy and following up on individual aspects regard is had, for instance, for the
amount and proportion of LV's holdings in the companies concerned, the size of the company in
question and the Fund's ability to influence the respective factors.
1. LV's role and emphasis in companies'
corporate governance
a) Earning a good, longterm return on its port
folio in a responsible manner is a key task of LV.
b) The Fund makes it a priority that companies
in which it invests follow sound business
practices in their operations and exercise good
corporate governance.
c) Corporate governance is defined here as the
relations between a company's manage ment,
its Board of Directors, shareholders and other
stakeholders. Corporate governance determines
the manner in which a company is directed. LV
regards a company's corporate governance as a
crucial factor, as a company practicing good
corporate governance is more likely to be
competitive and prosper in the longer term.
d) It is LV's role to accept premiums from its
members, invest the Fund's assets and pay
benefits based on its Articles of Association.
The Fund's aim is to invest the assets of the fund
optimally based on the best terms available at
any time, having regard to the return on
investment and risk. The Fund is a longterm
investor. It therefore makes it a priority that the
companies in which it invests are managed with
a view to their longterm interests.
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e) The Fund exercises its ownership obligations
actively, making suggestions regarding the
operations and strategy, as well as corporate
governance, of companies in which it is a
shareholder, either directly to the Board and/or
CEO of the companies concerned and/or at
shareholders' meetings.
f) Furthermore, the Fund takes a position on
issues at shareholders' meetings by exercising
its voting rights and by its activity on the equity
market.
2. LV's guidelines as an investor
In investing in companies, LV focuses on the
following premises:
a) A company publicly listed on the equity
market has undertaken the obligation towards its
shareholders that its principal objective is to invest
shareholders' capital and earn a return.
b) In investing company funds, the Board of
Directors and management should be guided by
the company's longterm interests.
c) Voting rights are among the basic rights
conveyed by a holding in a company. The princi
ple of one share  one vote is a priority.
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d) Emphasis is placed on having the compa
ny's Board of Directors and management
make every effort to operate in accordance
with law and showing appropriate regard for
other stakeholders. In so doing, however, LV is
by no means involving itself in the company's
normal pursuit of its business interests, such
as regarding market competition or relations
with employees or suppliers.
e) Another priority is to have management
ensure compliance with the rules and guidelines
on environmental issues which apply to the
activities concerned.

f) The Pension Fund of Commerce is a signatory
of the UN Principles for Responsible Investment
(UNPRI), as are many of the largest pension
funds and institutional investors both in North
America and Europe. These principles discuss
how emphasis on social and environmental
issues, together with good corporate
governance, can improve returns on investment
portfolios. In this manner the interests of
investors and the objectives of society in a
broader perspective go hand in hand.
g) LV considers it important for companies,
especially those publicly listed on an equity
market, to adopt officially policies on:
• practising good corporate governance,
• remuneration and
• corporate social and environmental
responsibility.

II. SPECIFIC ASPECTS OF COMPANIES' CORPORATE GOVERNANCE
3. Voting rights
a) LV exercises its voting rights at shareholders'
meetings of companies in Iceland in which the
Fund has invested.
b) LV's managing director decides who should
exercise the Fund's votes at shareholders'
meetings in companies in which it has a holding
and may grant a proxy to another party to
exercise the Fund's voting rights.
c) In exercising its voting rights LV will support
motions which the Fund considers conducive to
increasing share value and which accord with its
interests as an investor.
d) As indicated in its guidelines as an investor,
LV acts on the assumption that a company's
Board of Directors will always seek to safeguard
optimally the company's longterm interests.
Therefore LV will generally support motions
made by the Board of Directors at shareholders'
meetings and considers it an act of last resort,
taken only after other options have been
exhausted, to vote against motions of the Board.
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e) As a rule, LV will oppose motions which in
the estimation of the Fund will negatively affect
shareholders' rights or their financial interests.
In such cases, LV will generally seek to acquaint
the Board of Directors of the company in
question with its position before the voting
takes place at a shareholders' meeting.
f) LV emphasises the principle of each share
conveying one vote in the company. As a result, LV
will generally vote against proposals which would
lead to a different conclusion.
g) LV regards shareholders' preemptive rights to
new share capital as important to safeguard its
holding in a company. In assessing any possible
waiver of preemptive rights, consideration will
generally be given to the company's operating
interests and to LV's ownership interests.
h) LV publishes, in conjunction with its annual
financial statements, information on the use of its
voting rights, during the past calendar year, in
shareholders' meetings of registered companies in
which LV holds shares and which are attended on
behalf of the Fund. This summary is to be
accessible on the website of the Fund.
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4. Selection and composition
of company Boards of Directors
a) LV regards a company's Board of Directors as a
collective unit and considers it the task of all
directors to work jointly in the company's interests,
while at the same time ensuring that the interests
of individual shareholders or groups of
shareholders are not prioritised over the interests
of others.
b) Emphasis is placed on having the composition of
the Board as a whole include the experience,
education and qualifications most suitable for the
company's needs.
c) It is stressed that the majority of directors
should be independent of the company's manage
ment and that a majority should be independent
of the company. In assessing directors' independ
ence towards the company, regard is had for the
criteria laid down in the Guidelines on Corporate
Governance1.
d) LV supports arrangements providing for
directors to be directly elected at shareholders'
meetings.
e) LV supports arrangements ensuring that
directors are elected annually.

h) In the event that the Nomination Committee
of a company is involved in the preparation of
proposals for the composition of the Board of
Directors, LV places emphasis on the following
aspects together with the aspects stated in this
shareholders' policy, including Articles 3 and 4:
i) that the shareholding and weight of votes is
reflected in a normal manner in the
composition of the Board of the company.
ii) that the organisation and work of the
Nomination Committee takes account of the
effective guidelines on the governance of
companies , as regards, among other things,
independence, procedures and that the
proposal should be voted on in a shareholders'
meeting.
iii) that individual shareholders or groups of
shareholders neither have direct nor indirect
influence on the work of the Committee in
excess of what derives normally from the
weight of their shareholding in the company in
question.

f) LV is of the opinion that elections to the Board
of Directors should generally be conducted
according to the general rules of the Act on Public
Limited Companies, i.e. by majority vote, or in the
manner provided for in the Articles of Association
of the company in question. LV, however, reserves
the right to request multiple voting on its own or
together with other shareholders if the Fund is of
the opinion that its views on the planned Board
election are not given due consideration.
g) LV emphasises that the number of directors
should be suitable for the nature of the company
and the scope of its operations.

1 Guidelines on Corporate Governance, 5th edition, issued by the Iceland
Chamber of Commerce, NASDAQ OMX Iceland and the Confederation of
Icelandic Employers
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5. Directors' remuneration
and remuneration policy

6. Emphases regarding the role
of the Board of Directors

a) In determining compensation for serving
as a director, appropriate consideration shall
be given to the scope and nature of the
company's operations, directors' responsibility
and workload.

a) LV makes it a priority that the Board of
Directors act in compliance with the Guidelines
on Corporate Governance and adopt protocols
which it reviews at regular intervals.

b) Information on the remuneration policy and its
implementation shall be easily accessible to investors.
c) The company's remuneration policy is the
responsibility of its Board of Directors. It shall be
drafted in accordance with statutory provisions
and the Guidelines on Corporate Governance.
Such a policy should appropriately include the
salaries and other benefits of the CEO, managing
directors and, as the case may be, other senior
managers and company directors.
d) Emphasis is placed on having the remuner
ation policy and its premises presented to
shareholders in good time prior to the AGM, so
that shareholders can take an informed decision
on the policy.
e) If remuneration is based to some extent on
variable payments these shall be based on
objective assessment by the Board of
Directors/Remuneration Committee and have a
clear link to operating performance. In this
connection, LV emphasises that if remuneration
is performancelinked in the form of bonuses
(variable payments other than fixed salaries),
care should be taken to ensure that there is a
direct connection between the company's
longterm objectives respecting its shareholders,
on the one hand, and those of the managers who
enjoy the variable remuneration, on the other.
The right to performancelinked pay must be
based on longterm criteria and effected in a
manner minimising the risk that this will be
influenced by specific interests or shortterm
considerations.
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b) LV considers it important that the Board
specify in company rules the division of
responsibilities between the Board of Directors
and the CEO.
c) LV considers it important for the Board of
Directors to be guided always by the company's
longterm interests in its decisions.
d) LV considers it important that the Board
take an active part in formulating company
policy and promote strong internal quality
control and risk management.
e) LV considers it important for the Board of
Directors to assess each year, by means of a
performance assessment, its own work as well as
that of the CEO and its subcommittees.
f) LV expects that, where appropriate, rules
are set for the Board's subcommittees which
are approved by the Board of Directors and that
the Board is kept informed of the work of
subcommittees.
g) LV expects that the Board of Directors will
see to it that the company publishes
satisfactory information on its corporate
governance.
h) Having regard to shareholders' interests, LV
emphasises that the Board of Directors ensure
that in its information disclosure to the market
the company acts in accordance with law and
domestic and international best practice. Doing
so facilitates the company's obtaining better
financing terms, improving its competitive
position and operations and thereby
contributing to the longterm interests of its
shareholders.
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III. RELATIONS BETWEEN LV AND BOARDS OF DIRECTORS,
MANAGEMENT AND OTHER SHAREHOLDERS
7. Relations between LV and Boards
of Directors, management and
other shareholders
a) LV considers it important that the independ
ence of directors in their work is respected, togeth
er with the obligations of secrecy and confidentiali
ty incumbent upon them.
b) Emphasis is placed on compliance with rules
on treatment of inside information in relations
between the Board and company management.
c) LV emphasises that relations be guided by
the considerations upon which the Competition
Act and active competition are based.
d) LV will acquaint those companies in which it
invests with its policy on corporate governance
and, as appropriate, other emphases in its
position as owner.
e) e) If circumstances so warrant, LV will
contact a company's Board of Directors and/or
CEO directly if, in the Fund's estimation, the
company's policy or individual decisions do not
accord in basic respects with the pension fund's
shareholder policy. Such communications will
be made, as appropriate, in writing or on the
occasion of formal meetings.

f) Should the company, in LV's estimation, fail
to respond to the Fund's suggestions or
comments in an acceptable manner the Fund
will present an account of its position at share
holders' meetings or, as the case may be, by
other means.
g) LV will not exercise its influence directly on
the director which the Fund may have supported
by virtue of its holding. The Fund does, however,
reserve the right to acquaint the director in
question and, as appropriate, other directors with
its position on corporate governance and other
aspects concerning the company's development
and advancement.
h) LV will not be involved as a shareholder in
specific operating decisions or strategic
decisions by the company's Board of Directors,
except as normal in the forum of shareholders'
meetings.
i) In companies which have a strong core
investor, or group of investors who adopt a
common position on the company's strategy and
operations, LV emphasises that strategic and
operating decisions must be properly based on the
interests of all shareholders.

Board of Directors of the Pension Fund of Commerce
Reykjavík, 8 December 2017
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