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Korea Institute of Corporate Governance and Sustainability (KCGS)

Market Square of Korea Exchange Seoul Office
76 Yeouinaru-ro, Yeongdeungpo-gu, Seoul, Korea 07329

26 June 2026

Dear Korea Institute of Corporate Governance and Sustainability (KCGS)

Subject: Consultation on the proposed revision to the Korea Stewardship Code

The International Corporate Governance Network (ICGN) appreciates the opportunity to
respond to the Korea Institute of Corporate Governance and Sustainability’s (KCGS)
consultation on the proposed revision to the Korea Stewardship Code (the “Code”).

Led by investors responsible for assets under management of >US$100 trillion, ICGN is an
authority on global standards of corporate governance and investor stewardship.
Headquartered in London, our membership is based in more than 40 countries. ICGN’s
Global Governance Principles and Global Stewardship Principles, written from an investor
perspective, are widely used by our members in their company assessments and voting
decisions, and by regulators when developing corporate governance rules.

We are very supportive of the role of stewardship codes and believe that this revision
provides an opportunity for the Korean Stewardship Code to enhance its effectiveness and
incorporate elements of international best practice.

Proposed amendments which we support:

e Directors’ duties (Preamble paragraph 3): Aligns board monitoring with the reformed
Commercial Act duty to act for the benefit of the company and its shareholders,
reinforcing board accountability.

e Sustainability factors (Preamble paragraph 5; Guidance 1-1 and 3-2): Integrates
material environmental, social and governance risks and opportunities into
stewardship and ongoing monitoring.

e Investment decision-making (Preamble paragraph 5; Principle 3; Guidance 3-5):
Recognises that engagement and monitoring may inform decisions to increase,
maintain, reduce, exclude or exit an investment, while preserving investor discretion.

e Asset-class coverage (Application paragraph 1): Extends voluntary application
beyond domestic listed equities to bonds, infrastructure, real estate, unlisted equities
and overseas assets.

¢ Escalation and divestment (Principle 4; Guidance 4-3): Requires disclosed internal
escalation frameworks and recognises divestment as a possible end point where this
serves beneficiaries’ interests.

e Collaborative engagement (Guidance 4-5): Explicitly permits collaboration between
institutional investors, subject to applicable law.

e Service provider oversight (Application paragraph 2; Guidance 1-6 and 7-4): Brings
key stewardship service providers within scope and strengthens expectations for
their selection, management and independence.

e Proxy advisor review (Guidance 5-8): Focuses disclosure on how investors review
proxy advisor recommendations, rather than simply the extent of reliance.

e Securities lending (Guidance 5-10): Strengthens policies on lending and recall so
investors can preserve their ability to vote.
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Areas where we believe there are opportunities to enhance the Code further:
1) Ensure that collaborative engagement can be effectively used in practice

We particularly welcome the express recognition of collaborative engagement in Guidance
4-5. Many investors consider this a key part of their approach to stewardship and its
inclusion in the Code is a significant step towards international best practice for stewardship
codes.

However, the practical use of collaborative engagement may continue to be constrained by
uncertainty surrounding Korea’s 5% large-shareholding disclosure regime, the aggregation
of investor holdings, management-participation classifications and the circumstances in
which investors may be regarded as acting in concert. Investors may be reluctant to
collaborate where legitimate stewardship activity could inadvertently trigger additional
disclosure or regulatory obligations.

We therefore encourage KCGS to work with the Financial Services Commission, the
Financial Supervisory Service, the Ministry of Justice and other relevant authorities to ensure
that the wider legal and regulatory framework is aligned with Guidance 4-5. This should
include:

¢ Clear safe harbours for legitimate stewardship collaboration.

e Practical, case-based guidance distinguishing stewardship activity from
arrangements intended to obtain or exercise control. |.e. stewardship activities not
aimed at acquiring control must be possible for investors to undertake without
regulatory risk, and institutional investors must have clarity of the boundaries of
permissible activity when planning the collaborative engagements.

e Areview of relevant ownership-disclosure and acting-in-concert rules where they
may unnecessarily inhibit constructive engagement.

e Revision of relevant regulations and drafting of guidelines, taking into account cases
where overseas and domestic institutional investors engage collaborative
engagement.

Without this supporting legal certainty, there is a risk that the Code will encourage
collaboration in principle while investors remain unable or unwilling to use it in practice.

2) Add expectations around engagement on systemic risks and public policy,
aligned to investors’ stewardship priorities

The Code should recognise that stewardship extends beyond engagement with individual
investee companies. Market-wide risks, systemic issues and the rules and frameworks that
apply to investee companies in law, regulation or market infrastructure can affect the long-
term interests of beneficiaries across entire portfolios. Stewardship may therefore include
engagement with policymakers, regulators and standard-setters.

This activity is frequently undertaken collaboratively. The effectiveness of a market-wide
stewardship provision will consequently depend on providing investors with sufficient legal
certainty regarding collaborative engagement, ownership disclosure and acting-in-concert
requirements. The UK Stewardship Code, broadly considered to be an example of best
practice, on which the revised Korea Code is closely modelled, already addresses market-
wide and systemic risks expressly.

3) Clarify the role and composition of the Stewardship Code Council

We support the creation of a Council to review and improve the contents of the Code every
three years. This provides helpful clarity to prospective signatories about the future review
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and update cycle for the Code. It will be important that the Council conducts thorough and
wide-ranging stakeholder outreach and consultation on any future amendments.

The Code should also set out the Council’s composition, appointment process, decision-
making procedures, governance safeguards and a requirement to disclose meeting minutes.
Its membership should include an appropriate balance of asset owners, asset managers,
stewardship practitioners and other relevant stakeholders, with both Korean and
international investor perspectives represented. Clear conflict-of-interest and recusal
arrangements should apply where a Council member or its organisation has an interest in a
matter under consideration.

These safeguards are particularly important because the Korea Institute of Corporate
Governance and Sustainability will administer the Code, receive reports and support
monitoring, while also being a service provider signatory, which provides ratings, research
and advisory services to other potential signatories. It will therefore be important that the
Code’s administration and monitoring remain independent of any single service provider’s
commercial activities. A transparent and broadly constituted Council would strengthen
confidence in the framework while preserving the Code as a flexible, market-based
instrument.

The final application paragraph states that the Council will periodically examine participation
and implementation trends and assess the fulfilment of stewardship responsibilities across
the market and by individual signatories. The Code should clarify the purpose of this
assessment and its intended outcomes, for example, will this be a separately published
review, or designed primarily to feed into the three-year cycle of Code updates?

We understand that it has not yet been determined whether signatory status could be
withheld or withdrawn where a signatory's disclosures are assessed as insufficient, and that
this question will be considered by KCGS and resolved through the Council's deliberations.
We also understand that, in the first year, the assessment will focus on the implementation of
asset managers, with its scope expanding in subsequent years.

We would caution against withholding or withdrawing signatory status on this basis at this
stage, and believe it would not be appropriate to introduce such a regime without detailed
and considered consultation of signatories and prospective signatories. Korea's stewardship
environment is still developing, and the immediate priority should be to encourage as many
institutional investors as possible to participate in the Code and to begin disclosing their
stewardship practices. A supportive, developmental approach in these early years is more
likely to build broad participation and rising disclosure quality over time than an assessment
that can result in exclusion. As the framework matures, the Council will be well placed to
consider whether a more formal assessment of signatory status is appropriate, and on what
basis.

4) Support the effective application of the comply or explain approach

The fundamental idea of a comply or explain framework is that signatories are expected to
follow a set of standards or best practices, but are not required to do so in every
circumstance. Instead, if they believe they have an alternative, better or more suitable
approach, and therefore chose not to comply with a particular provision, they must clearly
explain why. The approach recognises that one size does not fit all. Rather than imposing
rigid rules, comply or explain provides flexibility while preserving accountability. This is
important for stewardship codes due to the very wide range of investment approaches,
styles and stewardship priorities which its signatories may have.

We support high expectations for signatories, but comply or explain should remain a flexible,
outcomes-based mechanism. Application paragraph 4 appears to limit Principle-level
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explanations to circumstances in which a Principle is “not suitable” for a participant, while the
accompanying note states that the intention is to minimise the use of explanations.

A signatory may reasonably adopt a different approach because of its mandate, asset
classes, business model, investment strategy or position in the investment chain, while still
fulfilling the purpose and spirit of the relevant Principle. A meaningful explanation should
therefore be valid where it clearly describes:

e why the standard approach is not appropriate in the signatory’s circumstances;
o the alternative approach adopted; and
e how that approach supports the long-term interests of clients and beneficiaries.

Any assessment of explanations should focus on whether they are specific, reasoned and
informative, rather than on reducing the number of explanations.

5) Consider more tailored expectations across the investment chain and asset
classes

We also welcome application paragraph 1 in the revised Code, which extends its application
beyond domestic listed equities to bonds, infrastructure, real estate, unlisted equities and
overseas assets, with each institutional investor autonomously determining the scope of this
expanded application.

As the market develops, the Council should consider publishing differentiated guidance for
asset owners and asset managers, reflecting their distinct responsibilities across the
investment chain. In parallel, KCGS should encourage greater participation by Korean asset
owners and support them in incorporating stewardship expectations into the appointment,
instruction and monitoring of external asset managers.

This guidance should reflect differences between asset classes. Voting rights are generally
central to listed equity stewardship, whereas stewardship of fixed income may focus on
issuer engagement, covenant protection, refinancing and credit risk and downside risk
management, and stewardship in infrastructure, real estate and private markets is often
exercised through contractual rights, governance arrangements, board representation,
asset-level monitoring and manager oversight. We therefore encourage KCGS to provide
practical guidance and worked examples on how stewardship expectations can be applied
proportionately across asset classes, so that signatories can reflect the spirit of the Code
where voting rights, liquidity, disclosure access and engagement mechanisms differ from
those for listed equities. Such guidance could include asset-class-specific illustrations, for
example climate transition risk in corporate bonds, physical climate risk in real assets,
governance rights in private equity, and labour and safety issues in infrastructure.

Investor-facing Principles 3 to 5 do not map easily onto all service providers. The Code
should therefore consider establishing tailored and proportionate expectations for different
provider types, including disclosure of the background and training of staff responsible for
stewardship-related services. The UK Stewardship Code’s differentiated principles for
service providers may be a good model for medium-term consideration as Korea’s
stewardship reporting environment matures.

6) Anchor sustainability and ESG factors to financial materiality

We welcome the Code's stronger recognition of sustainability and ESG factors. To support
consistent and credible implementation across a diverse market, we encourage the Code to
make explicit that signatories should have regard to ESG factors that are financially material
to the long-term value of investee companies and the interests of clients and beneficiaries,
while preserving flexibility for signatories whose mandates may include broader sustainability
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objectives. A clear link to materiality keeps stewardship aligned with each signatory's
investment purpose, fiduciary duty and objectives and avoids ESG being treated as a
separate compliance exercise.

International codes offer useful reference points. In its 2026 revision, the UK Financial
Reporting Council defines stewardship as “Stewardship is the responsible allocation,
management and oversight of capital to create long-term sustainable value for clients and
beneficiaries” and notes that “Stewardship is an important part of fulfilling an investor’s
fiduciary duty, and reporting to the Code can help organisations demonstrate how their
stewardship supports them to meet their fiduciary duties”. The Japan Stewardship Code
frames consideration of sustainability, including ESG factors, as consistent with each
investor's investment management strategy.

7) Enhance international investor accessibility in future consultations

The consultation for these amendments only provided stakeholders with 3 weeks to review
and respond. This is too short and is particularly challenging for international investors that
must review translated materials, assess the implications for their stewardship policies and,
in many cases, consult internally across different jurisdictions or with member organizations.

To support the credibility of the Code’s development process and strengthen confidence
among the international investor community, we recommend that future consultations on
material revisions to the Code remain open for a minimum of 6 weeks. Longer consultation
periods should be considered where proposals introduce new reporting requirements,
expand the scope of application, or involve other significant changes.

We also encourage KCGS and the relevant authorities to publish an English translation of
future consultation materials at the same time as the Korean version, or with only a minimal
time lag. Timely access to English materials is important to enable international investors to
understand the proposals, consult their internal governance and stewardship teams, and
provide informed and constructive feedback within the consultation period.

Providing sufficient time and accessible English-language materials would help ensure that
future revisions to the Code benefit from broader participation by global investors and better
reflect international stewardship expectations, while demonstrating Korea’s commitment to
an open, transparent and internationally accessible capital market reform process.

Thank you again for the opportunity to share our perspective on the Korea Stewardship
Code. If you would like to follow up with questions or comments, please contact Ayan Tewari,
Senior Policy Executive, at policy@icgn.org.

Yours faithfully,

d@m s

Jen Sisson
Chief Executive Officer, ICGN
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