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REFLECTING ON 2025

Global ESG trends
shaping local markets

ISSB adoption and
reporting alignment

From a global
perspective, the
continued adoption of
the ISSB framework has
been a defining theme,
with increasing
alignment across
Jjurisdictions helping to
streamline ESG analysis
and reduce
fragmentation in

R

Nature and
biodiversity risk

At the same time,
emerging areas such as
nature and biodiversity
risk gained traction,
with the rapid uptake of
the Taskforce on
Nature-related
Financial Disclosures
(TNFD) signalling a
broadening of the ESG
landscape beyond

Political scrutiny of
ESG

However, 2025 also saw
heightened political
scrutiny of ESG,

particularly in the
United States,
underscoring the
importance of
maintaining a
disciplined, financially
grounded approach to
sustainability

reporting standards. climate. considerations.

REFLECTING ON 2025

Deepening stewardship through
engagement and voting

Against this backdrop, Fairtree maintained a consistent and active stewardship
approach throughout the year. While the frequency of engagements remained stable,
the depth and focus of these interactions evolved meaningfully. Engagements
became increasingly thematic, with a stronger emphasis on climate transition
planning, board competency in sustainability oversight, and the robustness of ESG-
linked incentive structures. Importantly, we moved beyond requesting disclosure to
interrogating the quality and credibility of company responses.

Given South Africa's energy context, engagements with companies exposed to
Eskom and carbon-intensive value chains included targeted discussions on transition
pathways, workforce implications, and community impact. Where companies failed to
demonstrate sufficient progress on material ESG concerns, we made use of our
escalation framework, including proxy voting, to reinforce that our engagements are
outcome-driven.
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In terms of engagement tracking and reporting, we continued to utilise a centralised
engagement log, while improving the structure and consistency of how engagements
are recorded. This has enhanced our ability to monitor progress against defined
objectives and to provide more meaningful reporting to clients on stewardship
outcomes.

Proxy voting remained a critical lever of our stewardship approach in 2025. Executive
remuneration continued to be the most contested area, with a particular focus on the
design and credibility of ESG-linked incentives, the alignment of pay with long-term
value creation, and the transparency of remuneration disclosures. Board composition
and competency also received increased scrutiny, especially in relation to climate and
sustainability expertise. More broadly, we continued to support resolutions that
strengthen governance fundamentals, including board independence, audit oversight,
and appropriate leadership structures.

While our core voting guidelines were not formally revised during the year, we refined
their application, particularly in relation to remuneration and board competency
assessments. A formal review of our voting framework is planned for 2026 to ensure
alignment with evolving global best practice.

LOOKING AHEAD

A defining shift and the
road ahead

Reflecting on the year as a whole, the most important development for Fairtree's
stewardship approach was the clear embedding of ESG into the regulatory and
governance fabric of the South African market. As ESG considerations become
increasingly codified, active stewardship plays an even more critical role in identifying
and managing investment risks, while also driving long-term value creation.

Looking ahead, several key themes are expected to shape our stewardship activities.
Nature and biodiversity risk are emerging as a material consideration, requiring a
broader assessment of environmental exposure across portfolios. Mandatory ESG
disclosure in South Africa is likely to accelerate, improving data quality and enabling
more robust analysis. We also anticipate a more structured approach to engagement
on the Just Energy Transition, with a greater willingness to escalate where progress is
insufficient.

In addition, areas such as artificial intelligence governance and executive
remuneration transparency are expected to gain prominence as ESG considerations
continue to evolve. As always, our approach will remain grounded in materiality,
focusing on those factors that have the most significant impact on long-term
investment outcomes.

Through this evolving landscape, Fairtree remains committed to a pragmatic and
disciplined approach to stewardship, one that is firmly anchored in protecting and
enhancing long-term value for our clients.



AT A GLANCE

Fairtree’s ESG
investment approach

Our bottom-up approach begins with assessing each prospective company's unique
ESG risks within its industry. This analysis unfolds across three dimensions:

Engagement with Conduct internal Independent
management research external research

Understanding a Conducting in-depth Incorporating insights
company's approach to assessments relevant from third-party ESG
ESG by engaging with its to operations, research to provide an
leadership, executive evaluating their objective view of the
team and divisional potential financial risks.
management on key impact, and
issues. incorporating this into

our valuation.

Once ESG risks are identified, we actively monitor a company's approach to managing
these risks by evaluating:

The responsiveness and
leadership stance on
ESG matters.

The integration of ESG The alignment of major
into the company's ESG goals with the
overall strategy. company's KPIs.

If our analysis finds these ESG risks significant, we apply a reduced or zero weighting
to the company's share. Rather than excluding companies outright, we prefer ongoing
engagement to drive improvements in their ESG practices. We believe this active
accountability benefits our investors and society by fostering sustainable returns and
economic contributions from companies that are committed to improvement.

In cases where ESG-related issues may have caused a company's stock to be
excessively derated, we may still consider a position, albeit at a reduced weighting.
However, we will not invest in companies where there is no tolerance for risk, such as
those with high corruption or fraud risk at the senior management level.
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ESG risks

ESG risks are potentially material to a
company's long-term performance.
Company earnings can be affected by
regulatory taxes, penalties for non-
compliance, or operational disruptions
resulting from poor ESG management.
Deficits in governance can lead to balance
sheet risk and reduce the quality of earnings.
ESG non-compliance can also impact the
free cash flow available for dividends,
underscoring its importance in our approach
to responsible investing.




SECTION 3

Fairtree’s
engagements
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Fairtree’s
engagements

Engagement is critical to us from a decision-making perspective; thus, we prioritise it
highly in the business. There are structured and periodic elements to engagements,
and we are active in both.

Listed companies report results biannually at a minimum, and we will always engage
with the companies we are invested in at these times, which means we engage with
them at least twice a year.

The AGM provides us with another opportunity to engage. If we are a top-10
shareholder in the company, management will reach out to us before the meeting to
discuss normal and special resolutions and whether we agree with these or not. The
onus is on the Fairtree analyst of the company to decide whether we agree with the
position recommended by our proxy advisory firm, Institutional Shareholder Services
(ISS), on the issue and to motivate the final decision. Typically, remuneration policies
are a point of contention, and ISS's default position tends to be against the resolution,
especially if there has been significant change. Remuneration is a crucial issue, and
therefore, we will have multiple engagements rather than a once-off meeting,
allowing the company to explain their rationale for the remuneration packages.

If further clarity is required, we may also engage with middle management or board
members. For any ESG issues identified, the sector analyst thoroughly investigates
potential impacts on the company's financial health and shareholder interests.

After our research and discussions, if concerns remain, we may request additional
information or a site visit, depending on the issue. Fortunately, companies have
become more transparent about ESG goals, often providing progress in annual
reports, which allows us to assess and prioritise our engagements effectively.



Engagement activity

During the 2025 calendar year, Fairtree

conducted a total of 155 engagements, of
which 154 incorporated an environmental,
social and governance (ESG) component.

155

Total engagements Total ESG engagements

63 34 29

Environmental topics Social topics Governance topics

Topic coverage per engagement

@ Onetopiconly @ Twotopics @ Allthree topics (E,S & G)

154 ESG engagements Q0 36 28

20 40 60 80 100 120 140

Engagement topic:
Where a single engagement addressed more than one environmental, social, or governance topic, it has been counted under each
relevant category. As a result, the category totals may not reconcile to the overall number of engagements.

of engagements covered two or more ESG
topics, reflecting the breadth of Fairtree's
stewardship approach across environmental,
social, and governance dimensions.

“As at 31 December 2025
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Seniority of contact - 155 Engagements

CTO

RemCo/governance committee
Investor Relations

Group events

Board or Chairman

CFO

Management (unspecified)

CEO (with or without others)

Contact seniority

0 20 40 60 80 100

@ Meetings

Year-on-year ESG engagements Total engagements for 2025

Year Engagement Change
2023 125 .
155 Total
t
2024 136 +8.8% engagements
2025 154 +132%

Engagement by sector (%)

Virtual - 88

- In-person - 67

Telecommunications
Health care
Consumer goods
Energy

Industrials

Financials

Consumer services

Basic Materials
0 5 10 15 20 25 30

@ Percentage

of Fairtree's 2025 engagements were conducted
directly at CEO level, reflecting the firm's ability to

secure and sustain meaningful, senior-level
stewardship dialogue.

‘As at 31 December 2025



STEWARDSHIP ENGAGEMENTS

Case studies

The following case studies illustrate how Fairtree's stewardship
philosophy is put into practice. Each example highlights how active
engagement, rigorous analysis and a long-term perspective enable us to
address material ESG risks and opportunities within our investee
companies. Through these engagements, we aim to promote improved
governance, responsible business practices, and sustainable value
creation, demonstrating that effective stewardship is integral to both
investment performance and positive societal impact.
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CASE STUDY 1

Large integrated chemicals and energy company
with significant upstream production and
downstream chemical processing operations.

During August, we engaged with Company A's Remuneration Committee to review the revised
remuneration framework and incentive structures for the forthcoming financial year, focusing

on their alignment with shareholder interests.

01.

Volume vs. value drivers

e requested retention of explicit production
volume KPIs for its plant operations, which
management had proposed removing in favour
of a "value over volume" approach. Following
engagement, they agreed to retain the metric.

03.

Peer groups

e challenged the peer group composition for
the 30% total shareholder return long-term
incentive allocation, specifically the inclusion of
non-comparable sectors such as
telecommunications. These were replaced with
a platinum miner, better reflecting the
company's operating profile.

0S.

Capital discipline adjustments

02.

Sustainability incentives

We assessed the Scope 1 GHG intensity target
(25% of LTI). Management noted that an
absolute emissions cap would conflict with
their post-2030 strategy to operate the plant at
maximum volumes, making an intensity-based
metric more commercially appropriate.

04.

Retention

e opposed executive "super-performance’
structures at depressed equity valuations, while
supporting targeted retention for junior pipeline
talent. Meaningful share price rerating should
remain the primary incentive mechanism within
the existing framework.

We raised concerns regarding the 10% first-order maintenance capex target, noting that
performance measured against a rigid budget could penalise value-accretive flexibility, including
synergies or necessary operational overspend. The policy was subsequently amended, with
weighting shifted toward free cash flow after capital expenditure, reflecting the key driver of debt

reduction and deleveraging.

STEWARDSHIP OUTCOME

While we maintain our holding based on broader valuation and commaodity cycle
considerations, we will continue to vote on the implementation report to encourage

stronger capital discipline and ongoing remuneration refinement.




CASE STUDY 2

Large used-vehicle retailer and mobility platiorm
operator with a data-driven, vertically integrated
operating model.

We conducted an in-depth engagement with Company B's management following annual
results to assess operational resilience, credit risk exposure, and technology-driven consumer
protection frameworks. Our discussions highlighted five primary stewardship themes:

01. 02.

Leadership and succession Correction of strategic inventory missteps
A deputy CEO has been appointed to work Margin contraction to 4.6% was attributed to
alongside the founder, ensuring a structured over-emphasis on financeable "A-category”
transition. Their data science background and vehicles amid tighter credit conditions and low-
the granularity of metrics discussed reflect a cost import pressure. Management responded
data-driven culture expected to remain a key with accelerated liquidation of aged inventory,
competitive advantage. demonstrating adaptive operational discipline.

03. 04.

Reducing information asymmetry Capacity scalability

A proprietary Al-based vehicle screening Despite a R631 million capex cycle to bring new
platform internalises inspections to improve hubs online, the balance sheet remains
accountability, converting complex assessments  conservative at approximately 1x net

into standardised customer-facing risk debt/EBITDA. Long-format "super hubs" are
indicators while enhancing pricing accuracy at designed to support growth independent of
point-of-purchase. broader market volumes.

0S.

Consumer retention and vehicle parc dynamics

Internal metrics indicate that 76% of evaluated vehicles are retained by owners for longer periods
due to softer used-car pricing. Management highlighted that stronger new vehicle sales from
alternative global manufacturers are expanding the future sourcing pool, supporting long-term
inventory sustainability.

STEWARDSHIP OUTCOME

This engagement reinforced our view that Company B is a high-quality, founder-led
business with strong data capabilities, well positioned to manage cyclical volatility. We

maintain our investment position, viewing it as a structural domestic growth holding.




CASE STUDY 3

Diversified industrial group with operations
spanning manufacturing, building materials, and
related industrial services.

During July, Company C announced the forthcoming departure of its CEO after nearly three
decades with the business. Given the nature of senior leadership transitions in the domestic
market, we engaged proactively with the Board Chair to assess potential governance and
transition risks.

The engagement provided clarity across several core areas:

01. 02.

Nature of the resignation Succession rationale

The board confirmed the departure was fully e questioned the direct appointment of an
amicable and not driven by performance or internal candidate as permanent CEO without
internal dispute. This is supported by the an external search. Management explained that
extended notice period through October and the CFO-to-CEO promotion ensures continuity,
the absence of an immediate-effect disclosure noting that with major capital projects complete,
in regulatory filings. the strategic focus has shifted to asset

optimisation and balance sheet management.

03.

Independent oversight

The board confirmed plans to appoint an external candidate to the incoming CFO role to
strengthen independent financial oversight and mitigate the risks of an insular executive structure.
This was viewed as an important governance safeguard alongside the internal CEO appointment.

STEWARDSHIP OUTCOME

Our assessment is that the leadership transition does not indicate structural or
financial distress. Accordingly, this governance engagement has not altered our

investment position.




SECTION 4

Fairtree
proxy voting
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OVERVIEW

Fairtree
proxy voting

Proxy voting forms part of our overall
engagement approach with the companies
we invest in. We advocate for positive ESG
practices at these companies by actively
participating in all shareholder resolutions,
voting either for or against them.

Proxy voting is a crucial opportunity for us
to express our opinion, sending a clear
message to the company's board if we are
in favour of their decision or not. Just as the
board is accountable for the executives
they appoint, we, as asset managers, are
accountable to our clients to ensure the
executive committee is acting in their best
interests and creating shareholder value.

If we believe a company's leadership is
destroying shareholder value, we exercise
our right to vote against a particular
resolution. If we take comfort in the
rationale behind their decision-making
process, for instance, the appointment of a
new CEO or a remuneration committee
decision, we vote in favour of the resolution.

O,

1394

Proposals voted during the
2025 calendar year

102

Total votable meetings for
the 2025 calendar year

92

Meetings voted for the 2025
calendar year

We advocate for positive ESG practices at these companies by actively
participating in all shareholder resolutions, voting either for or against them.

‘As at 31 December 2025



AT A GLANCE
Fairtree proxy
voting summary

Year on year - proposals voted

1331

Proposals voted
2023 2024

2025 Proxy voting summary

102

Votable meetings

92

Meetings voted

43

Meetings with one or more
votes against management

1694

Proposals voted

2025

Calendar year

1894

Proposals voted
2025

During the 2025 calendar
year, Fairtree voted on
1 894 proposals.

2729

Votable ballots

2647

Ballots voted

A meeting is votable when one or more ballots are eligible to vote at the meeting, and differences in votable meetings and ballots
occur when multiple ballots are available to vote for the same meeting. “In respect of SA long-only equity portfolios managed by

Fairtree.

As at 31 December 2025
Source: ISS Proxy Exchange
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VOTED MEETINGS

During the period, there were 102
votable meetings. Fairtree voted at
92, a participation rate of 90%.

Category All proposals

Votable proposals 2 001

Proposals voted 1894 94.7%
FOR votes 1808 90.4%
AGAINST votes 84 4.2%
ABSTAIN votes 2 0.1%
WITHHOLD votes o] 0.0%
Votes WITH management 1805 90.3%
Votes AGAINST management 89 4.4%

As at 31 December 2025
Source: ISS Proxy Exchange



Votes cast by category Proposals

Environmental

Social

Social

Governance

Compensation G 506
Director related G 487
Director election G 308
Capitalisation G 182
Routine business G 104
Audit related G 101
Strategic transactions G 86
Company articles G 9
Miscellaneous G 6
Takeover related G 5
Procedural/Non-equity G 1

Environmental and social blended

Environmental and social blended

1

‘As at 31 December 2025
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SECTION 5

ENRICHING LIVES

Fairtree impact

At Fairtree, our commitment to stewardship extends beyond investment to the
communities we serve. Guided by our mission to enrich the lives of all our
stakeholders, we believe education and empowerment are key to lasting
transformation.




2025 Impact in
action

At Fairtree, we believe that responsible investing
extends beyond the portfolio. Through the
Fairtree Foundation, we actively support
organisations working to create lasting change
across South Africa and beyond.

Fairtree's purpose is to enrich the lives of all our
stakeholders, putting each person, through
their dealings with or within Fairtree, in a better
position to live their individual or collective
calling.

This purpose extends beyond the portfolio and
into the communities we serve. Throughout
2025, Fairtree employees participated in a
range of hands-on activities alongside our
Foundation beneficiaries - from garden builds
and painting sessions to financial literacy
workshops and a Mandela Day drive. These
activities took place across ten months and
involved more than seven partner
organisations, reflecting our commitment to
being more than a financial contributor.

We show up in person, investing our time and

energy in the communities and causes we care
about.

MAKING A DIFFERENCE
Fairtree Foundation

Through the Fairtree Foundation, we channel our
time and resources into initiatives that drive real
change. Learn more about our impact partners.

Learn more -

10+

Impact activities completed
in 2025

7+

Beneficiary organisations
engaged in 2025

150+

Fairtree volunteers who gave
their time

34


https://www.fairtree.com/za/intermediary/about-us/foundation/
https://www.fairtree.com/za/intermediary/about-us/foundation/
https://www.fairtree.com/za/intermediary/about-us/foundation/
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Conclusion
N

The Fairtree Stewardship report reflects our continued commitment to responsible
investing, long-term value creation, and meaningful transformation for our
stakeholders. Through structured and impactful engagement, we have advanced
initiatives that foster inclusivity, strengthen governance, and support sustainable
growth across the sectors in which we invest.

Our dedication to environmental, social, and governance (ESG) principles remains
central to our investment philosophy. By integrating ESG considerations into both
bottom-up and top-down processes, we actively manage risks, promote sustainable
practices, and encourage companies to enhance transparency and accountability.

Looking ahead, Fairtree remains steadfast in its mission to enrich lives through
innovative solutions, thoughtful stewardship and transformative initiatives. As
responsible stewards of capital, we will continue to engage constructively with the
companies in which we invest, promote sound governance, and invest with a long-
term perspective to create enduring value for our clients and other stakeholders.

Thank you for your continued trust and support. We look forward to building on this
journey of responsible stewardship and long-term value creation.



Values-driven Investing

+27 861 76 0760 Willowbridge Place
Clientservices@fairtree.com Cnr Carl Cronje Dr & Old Oak Rd
fairtree.com Bellville, 7530, Western Cape, South Africa.

Fairtree Asset Management (Pty) Ltd, Registration Number 2004/033269/07, is an authorised Financial Services Provider (FSP 25917) under the
Financial Advisory and Intermediary Services Act (No.37 of 2002), acting in the capacity of investment manager. The information in this publication is
provided for general information purposes only and does not constitute financial, tax, legal, or investment advice. Fairtree has taken reasonable care
to ensure the accuracy of the information provided, but does not accept liability for any loss, damage, cost, or expense, whether direct or indirect,
arising from the use of or reliance on this information. Nothing in this document constitutes a solicitation, recommendation, or offer by Fairtree; it is
provided for informational purposes only.





