O CASE STUDY:

BBVA

Our aim was for Banco Bilbao Vizcaya
Argentaria (BBVA) to refresh its board by
appointing five new directors, bringing
deep sustainability and banking expertise
to the board while also rotating off long-
tenured directors.

BBVA is a Spanish-headquartered bank with operations in
Europe, South America, Mexico and Turkey. We have been
engaging with the bank on board independence, skills and
experience since 2019 and on environmental, social and
governance issues for over a decade.

Board composition is integral in
enabling good governance, which
itself is a foundation for the delivery
of strategy and long-term, sustainable
value creation.

Board composition is integral in enabling good governance,
which itself is a foundation for the delivery of strategy and
long-term, sustainable value creation. In particular, an
experienced and independent board is key to ensuring
robust challenge and oversight of management.

In 2019, BBVA's board had four directors whose tenure
exceeded 13 years and an average tenure of over eight years.
This raised concerns about whether the board'’s perspective
was sufficiently distinct from that of management.

Moreover, some of these directors on the board in 2019 had
served through a controversy that occurred in 2004 related
to alleged spying on a rival company, for which the bank
continues to be investigated.! We therefore focused our
engagement on the bank reducing the average tenure of the
board to below eight years and for the four longest-standing
directors to be rotated off the board.

' Spanish Prosecutor Seeks Formal Probe of BBVA in Spying Case | Bloomberg.com
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Engagement objectives:

Governance:

Board refreshment

Experience in sustainable finance
and operational banking

Sustainable Development Goals:
13 lenn

DECENT WORK AND
ECONOMIC GROWTH

o

Reducing the average tenure of the board also provided
an opportunity to refresh the board members’ skills and
experience. We noted that the board lacked sufficient
experience in the banking sector and so sought for this to
be prioritised in new appointments.

Also, as the sustainability agenda was becoming increasingly
important for the bank, we saw this board refreshment as an
important opportunity to improve board level expertise in
sustainability. We requested that at least two new board
directors to be appointed with these skillsets.

Reducing the average tenure of the
board also provided an opportunity
to refresh the board members’ skills
and experience.

We initially engaged on board tenure and board skills in 2019
with in-person meetings with the company secretary and the
sustainability team.
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In regular meetings over subsequent years, including with the
company secretary and head of sustainability, we continued to
request that changes to board composition be prioritised and
monitored progress as the bank started implementing them.

The company engaged with us positively and openly,
providing reassurance of the strength of the existing board
while confirming that its medium-term intention to refresh the
board and bring in new expertise.

The company engaged with us
positively and openly, providing
reassurance of the strength of the
existing board.

In late 2022, we met with the newly appointed lead
independent director at our London office for a constructive
meeting that demonstrated the proactive steps taken to date
and his commitment to establishing robust governance going
forward. Hearing that another long-tenured director was likely
to step-down at the 2023 AGM, we used the opportunity to
advocate for a replacement that would bring valuable banking
experience as this had not yet been addressed in the recent
board refreshment.

Since initiating our engagement, the company has significantly
refreshed the board and has brought expert sustainability
knowledge and banking experience into the boardroom.

This started in 2020 when two long-standing directors
stepped down and three new directors were appointed. This
included two independent directors, of which one brought
substantial expertise in social aspects of sustainability
through her previous senior roles at the World Bank,
including as director of Global Poverty and Equity.

The company has significantly
refreshed the board and has
brought expert sustainability
knowledge and banking experience
into the boardroom.

At the 2022 AGM, the bank appointed an independent director
whose former roles included Danish minister for energy and
climate and European Commissioner for climate action.

In early 2023, the bank announced the replacement of a
director with a 20-year tenure with an independent director
who possessed leadership experience in banking and
finance, including through roles at Bank of America Merrill
Lynch and Goldman Sachs.

As of mid-2023, the bank’s board has now been substantially
refreshed through the appointment of a new lead
independent director and five new directors (of which four
are independent) out of 13 non-executive directors. Average
tenure has been reduced to seven years, and sustainability
and operational banking expertise has improved. While one
long-tenured director remains, we are satisfied
improvements to board composition have been significant
with material benefits for the bank’s governance.

Next steps

BBVA is no-longer in EOS' active engagement
programme. However, we will continue to express
our views on these issues through our engagement
with the company and voting recommendations in
relation to the bank's AGM.

This case study has been fact-checked by BBVA to
ensure a fair representation of EOS work carried
out and changes made at the company.
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Owen Tutt
Assistant Manager - Engagement
EOS

Case studies are shown to demonstrate engagement, EOS does not make any investment recommendations and the information

is not an offer to buy or sell securities.
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Federated Hermes

Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management

strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns and, where
possible, to contribute to positive outcomes that benefit the wider world.

All activities previously carried out by Hermes Investment Management are now undertaken by Federated Hermes
Limited (or one of its subsidiaries). We still offer the same distinct investment propositions and pioneering
responsible investment and stewardship services for which we are renowned — in addition to important strategies

from the entire group.

Our investment and stewardship
capabilities:

@ Active equities: global and regional

@ Fixed income: across regions, sectors and the yield curve
@ Liquidity: solutions driven by four decades of experience

@ Private markets: real estate, infrastructure, private equity

and debt

@ Stewardship: corporate engagement, proxy voting,
policy advocacy

Why EOS?

EOS enables institutional shareholders around the world to
meet their fiduciary responsibilities and become active
owners of public companies. EOS is based on the premise
that companies with informed and involved shareholders are
more likely to achieve superior long-term performance than
those without.

For more information, visit www.hermes-investment.com or connect with us on social media: m u

For professional investors only. This is a marketing communication. Hermes Equity Ownership Services ("EOS") does not carry out any regulated activities. This
document is for information purposes only. It pays no regard to any specific investment objectives, financial situation or particular needs of any specific recipient.
EOS and Hermes Stewardship North America Inc. (“HSNA") do not provide investment advice and no action should be taken or omitted to be taken in reliance upon
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