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Morningstar Equity Indexes Corporate Actions Consultation

Morningstar Indexes is considering a few enhancements to the Morningstar standard equity
indexes corporate actions methodology to improve replicability and provide more clarity and alignment
across our index families.

Mandatory Exchange Offers & Share Conversions

Currently, Morningstar retains converted/exchanged securities only if an existing index constituent delists a
nd converts into a newly created security trading on an eligible exchange, and the new listing is considered
‘fungible’ with the old listing.

Morningstar Indexes is considering providing more clarity in the treatment of mandatory share class
conversion/security exchange events across several scenarios:

1. Where an existing constituent security mandatorily converts into another
existing constituent security, the shares of the security received would be increased in accordance
with the announced conversion ratio, while the converted security would be dropped at either its
last traded price, or at a synthetic price derived from the conversion terms if trading
has halted/suspended.

2. Where an existing constituent security converts into a non-constituent security of the same
company, the resulting security would replace the existing constituent in the index provided it
satisfies the relevant eligibility requirements, with share adjustments applied in line with the
conversion ratio. Any additional shares associated with the previously non-
constituent security would be reviewed for inclusion at the next quarterly review

3. If a security that is not part of any Morningstar-maintained index converts into shares of an existing
constituent security, no immediate index change would be implemented on the ex-date. Any
resulting increase in shares for the constituent would be evaluated at the next quarterly review.
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For all the scenarios above, if the security received has its primary listing in a different region than the
converted security, the security received would drop from all indexes with no replacement and would
be evaluated at the next quarterly review, as per the current treatment.

In-Species Spinoffs

Morningstar currently uses placeholder securities to represent shares of an existing, publicly traded
company distributed by a Morningstar Index constituent. We are considering discontinuing the use of
placeholder securities and instead directly reflecting the distributed entity within the index.

Under the proposed approach, if the distributed security is already in the index, its reference data, shares
outstanding and float would be updated through the CPACT corporate action file. If the distributed security
is not in the index, the actual listed security would be added with the relevant reference data, shares
outstanding shares and float as the distributed security.

Rights Offerings

Currently, rights offerings are generally implemented at the ex-date (T) open, if the rights are determined to
be in-the-money on T-1. The stock price is adjusted using the theoretical ex-rights price

(TERP) methodology, while the shares outstanding are increased simultaneously to reflect the entitlement
ratio.

Morningstar is proposing to change both the timing of implementation and how the price adjustment factor
is calculated.

Under the proposed approach, the rights value would be reflected after at T end-of-day instead of at T open,
through a price adjustment based on the greater of:

1. Rights’ fair market value: (Rights Ratio * Subscription Ratio* Max(0,(Ex-date Close Price of
underlying security - (Subscription Price + Dividend)))/ (1 + RightsRatio * Subscription Ratio) or

2. Observed market value if the rights are trading: (Rights Ratio * Ex-date Close Price of Rights)
If the rights are in-the-money, shares outstanding of the underlying security would be increased after the

close of T, assuming full exercise. This is intended to improve replicability, as rights can
shift between in- and out-of-the-money between T-1 and T.



Special Dividends

Non-ordinary cash distributions greater than or equal to 5% of the underlying security's market price at the
time of the final announcement are currently classified as special dividends and are implemented

by reinvesting the dividend at the open of the ex-date (T).

Morningstar is considering changing this treatment to remove the 5% threshold and implementing the
adjustment at T close. This is intended to ensure consistency in reinvestment timing between special and
ordinary dividends. Special dividend determinations would be based on company and vendor classifications
rather than frequency or amount.

Special Dividends with Elections

Special dividends with cash/stock elections are currently treated as cash dividends. Morningstar is
considering revising this treatment. Under the proposal, the maximum cash election amount would be
processed as a special dividend, while the stock election component would be reflected as a temporary
placeholder security line added on the ex-date in the indexes in which the parent is a constituent. The
placeholder would use the parent'sfree floatand shares outstanding. Once the final allocation of shares
elected is determined, the placeholder security would be removed from the indexes with two trading days’
notice. At the same time, the distributed shares would be added back to the parent security. This change is
intended to improve replicability.

We are soliciting client feedback on these proposals.
Submit your response and questions
Responses to this consultation can be submitted here.

General questions about the consultation may also be sent to indexes@morningstar.com.

Key Dates

« Consultation: The consultation will be open for responses from June 18, 2026, to July 31, 2026.
« Decision announcement: Final decisions will be announced by September 30, 2026.

Questions

1. Should Morningstar Indexes change the treatment of mandatory exchange offers
and share conversions as described in the scenarios outlined?
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a. Yes

b. No.

c. Other, please explain.
Should Morningstar Indexes discontinue the use of placeholder securities for in-species spinoffs
and directly reflect the distributed entity instead?

a. Yes

b. No

c. Other, please explain.
Should Morningstar Indexes reflect the value of rights offerings at the close instead of the open,
applying the greater of either the traded value of the rights or theoretical ex-rights price (TERP)?

a. Yes

b. No.

c. Other, please explain.

Should Morningstar Indexes remove the 5% threshold to classify non-ordinary dividends as special?
a. Yes
b. No
c. Other, please explain.
If Morningstar Indexes removes the 5% threshold for special dividends, should the historical pattern
of such distributions be considered along with the company classification?
a. Consider the pattern, and after the third occurrence, reclassify as ordinary
b. Do not consider previous occurrences

c. Other, please explain.

Should Morningstar Indexes classify variable annual dividends as special?
a. Yes

b. No



c. Other, please explain.

7. Should Morningstar Indexes reinvest special dividends at the close of the ex-date?
a. Yes
b. No, continue to reinvest special dividends at open of the ex-date

c. Other, please explain.

8. Should Morningstar Indexes reflect the maximum potential market value of the share
election in special dividends with elections through the addition of a
temporary placeholder security?

a. Yes
b. No.

c. Other, please explain.
9. What other factors should Morningstar Indexes consider in making these decisions?
About Morningstar Indexes

Morningstar Indexes was built to keep up with the evolving needs of investors—and to be a leading-edge
advocate for them. Our rich heritage as a transparent, investor-focused leader in data and research
uniquely equips us to support individuals, institutions, wealth managers and advisors in navigating
investment opportunities across major asset classes, styles and strategies. In February 2026, the acquisition
of CRSP brought the CRSP Market Indexes—benchmarks for over $3 trillion in US equities—into the
Morningstar Indexes family. Additionally, CRSP’s Research Data Products, renowned for their academic
rigor, historical depth and accuracy, will further enhance Morningstar's equity research and data
capabilities. This integration unites two trusted sources of market insight, reinforcing a shared commitment
to transparency, quality, and investor-focused solutions. Please visit indexes.morningstar.com for more
information.

Please visit indexes.morningstar.com for more information.

Contact Us
morningstar-indexes@alerts-morningstar.com is a no-reply email address. For questions concerning this
notification, please contact us at indexes@morningstar.com.



https://u28107881.ct.sendgrid.net/ls/click?upn=u001.ZVl3HN-2B29VCIAjG3-2B2e-2BGiF3Eh5jVlYCGLZsC4QGZKlrD8FK0P6vM-2FfUt5dk1HsaGscqESyWH6IZMmN2c3BUXrdgsr7QhWqTQj8ae51QfEFDsbFI1jFrFxEeffq2XlV2RvI7qdlZxLAxXx-2Bqbtps8BRM5ttTg-2BNmn44puJ-2BNtMaY2fWyuSi70308m3VWZp2AEEzKGezmr-2FS8Fzn-2B8PtPvbJQzh2EQoyWhlT3gYsy8Xd6Oo-2FFuesRzzZnab5X5dZCgGJgwIf7JVMaVPaaDe-2FHTOeRSxtw9rU3T9jEe8Le57FVKVWaVlkO2KcGSeklVEvx7cSQ8-2FV8qBDs0TX6TKynHLdJxC3AY4YyanaZYOBrfGgtpYpMHspKjwVLTLV0pNVPWOuN95Td-2FxPzMSjShuLHlgf5eocZqL38zMHYDWCgoxRK0Q5PBJuOePjeNQLp-2Fr4m5SeVINN8BCY2pG-2B6Pb0KZ9NkpHVVlPFCCqoJozmLiQw06UniUK4Bp4Sq2wIvClbwT-2BW5qK-2Bh6yazG0aHzRYkyg-3D-3DNHXr_zvYE8-2BqZII89zv5e-2Flr9d5qa-2F-2Bte-2FfBuZOeBNuS5DyHKHxK5hiBpkznoV-2FSfWA5XQGYEdsL-2FjjDO6Lx4kKM9QAJfd7W9vGjEO-2B-2FTlLT0BY2txoo17Jiqv3raS4W-2FQ8RHmgkLT1D5udmQU-2BR4qTFOJUoJi0OHaFanwK7KjZklvV5l7fau495t31tmcxd-2BKYmMbHYCKWwCF44TPSlJwnavMlBQrNG0VED7gzvVQDAZZ4E-3D
mailto:morningstar-indexes@alerts-morningstar.com
mailto:indexes@morningstar.com

