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Message

The responsibility of the investment manager is no
but is extended towards achieving sustainable society.

Resona Asset Management was established in
August 2015 based on the concept of delivering to
individual clients the high-quality asset management
services for facilitating asset formation that the Resona
Group has developed over long years of pension fund
management experience. Since the establishment, we
have been steadily expanding our business with the
help of our clients’ approval to this concept.

For some time now it has been said that society is
transitioning from “saving” to “asset formation,” but |
feel very strongly that the use of asset management for
asset formation is becoming increasingly important, for
example as a means for tackling the so-called "¥20
million in funds required for old age” problem.

In addition, in view of Japan’s status as a mature
economy, the social responsibility of investment
managers to support the links of the investment chain
is also becoming ever more crucial. Accordingly we
must not forget that as the societal influence of the
asset management industry has increased, its burden
of responsibility has become heavier.

Furthermore, at 2015 United Nations summit, the
high-level plenary meeting of the General Assembly
decided to adopt the post 2015 development agenda,
Sustainable Development Goals (SDGs) as a
framework to demonstrate the scale and ambition of
this new universal Agenda. It is my belief that the
responsibility of the investment manager is no longer
limited to investment results, but is extended towards
achieving sustainable society. This is because the
investment managers are entrusted by various clients.

Professional ethics for

Foster a COI’pOFate culture asset managers Code of conduct
Professional ethics Corporate mission
The officers and emp[oyees of Resona (i) For the sake of our clients We support and promote the asset
. (i) Reject personal gain formation aims of our clients drawing
Asset Management conduct business it s i of @i on the asset management skills of the
. . and skills Resona Group developed over many
genuinely for the sake of our clients years in the field of pension fund

; e el s management as well as our extensive
based on high standards of ) f;ontriptljte 2 the dfvelopmker;t of expertise pertaining to diversitied
professionalism. _financiat and securities markets portfolios of long-term investments in

(vi) Contribute to society Japanese and foreign assets.



longer limited to investment results,

In January 2020 Resona has integrated its asset
management function into Resona Asset Contents
Management Co., Ltd. to strengthen our asset
management capabilities. Since 2008, Resona Bank’s
Asset Management Business became signatory to
the Principles for Responsible Investment (PRI), it has

Message

Asset Management Company of the Resona Group
Chapter |  Resona’s Responsible Investment
Chapter 2 Responsible Investment and Stewardship

promoted responsible investment activities. To Activities for Passive Investment
intensify our core activities as an investment

manager still further, we intend to further reinforce Engagement report

corporate governance by undergoing transition to a 14 Agenda | Sustainable palm oil procurement
Company with an Audit and Supervisory Committee. I ———

At the same time, we have established the
Responsible Investment Division to enhance our
business execution capabilities. 20 Agenda 4 Sustainable food supply chain
As a responsible long-term investor, we, Resona
Asset Management, will continue to embrace social
responsibility. While we continue to conduct 21 Agenda 6 Board diversity
effective stewardship activities, we will contribute to
achieving sustainable society, through both achieving
long-term growth in corporate value of the investee
companies and finding solutions to social challenges.

19  Agenda 3 Marine plastic issue

Collaborative engagement to address

20 Agenda 5 o od labor in the supply chain

Adaptation to climate change/
TCFD framework

Disclosure on anti-corruption practice
(Anti-bribery)

22 Agenda 7
24  Agenda 8

25 Agenda 9 Enhancement of corporate governance

Chapter 3 ESG Integration and Engagement on Equity/
Active Investment

Chapter 4  ESG Integration and Engagement on Fixed
Income/Active Investment

Chapter 5 Engagement Plan for FY2019

H H H Chapter 6 Resona’s Proxy Voting
Akihiko Nishioka .
Chapter 7 Assessment of Responsible Investment and
Representative Director and President Stewardship Activities

Resona Asset Management Co., Ltd. Comments received from external experts

Please note that this Stewardship Report complies with the Japan's
Stewardship Code (Revised Version as of May 2017).

Compliance with laws
and regulations

Legal compliance

- Basic obligations of asset
management

+ Regulations on advertising, etc.
- Conduct prohibited of asset

Pledge (Commitment)

—

i) Pledge to clients
ii) Pledge to investee companies
iii) Pledge to capital markets

— N N~

managers iv) Pledge to shareholders
+ Management of personal Pledge t foss| i
information v) Ple ge [0 pursue professionatism

—~

vi) Pledge to compliance with laws and regulations
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Asset Management
Company of
the Resona Group
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® 49 Asset Management Company of the Resona Group

In January 2020, the asset management functions of Resona Bank were spun off and consolidated in
Resona Asset Management, leading to the birth of a new Resona Asset Management.

m By consolidating management functions previously split between institutional and retail investors we
seek to further improve our investment services
This consolidation of functions will not only facilitate the further strengthening of the asset management functions of the Resona
Group, but will also enable us to provide to individual investors the high-quality investment services that we already provide to
institutional investors, thus supporting individual investors in their asset formation activities. In the past we have actively engaged in
dialogue with the companies in which we invest, such as by publishing the Stewardship Report, but through the consolidation of
functions we will endeavor to further strengthen this approach and to deliver stewardship activities of even higher quality.

@ Resona Asset Management

Asset management for X Asset management for
institutional investors retail investors

Consolidating the trust asset management functions of the Resona Group
-Broadening our product lineup through a more sophisticated approach
to asset management
-Strengthening management of conflicts of interest such as proxy voting

m Reinforcing governance as an investment manager

With demands for sustainable growth in corporate value becoming more urgent, and the need to fulfill the role of an
investment manager becoming ever more pressing, Resona Asset Management is taking steps to strengthen supervision and
checking functions, and to improve management of conflicts of interest, by transitioning to a Company with an Audit and
Supervisory Committee structure under which two independent outside directors are appointed.

m Backing asset formation in Japan by providing products and services to regional financial institutions

We provide expertise developed by the Resona Group to regional financial institutions for the purpose of supporting asset
formation. By providing Resona Asset Management's high-quality management services through regional financial institutions,
we will assist a wide range of clients in their asset formation activities.
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®49 Strengths of the Resona Group

Professionals who handle various roles and operations offer premium quality products and provide a
variety of asset management services tailored to our clients’ investment objectives and requests.

-

~Qver 50 years in operation~

Establishment of Asset Management Business

1962

®49 Trends in AUM

During the

1950s ana 608

Moves taken to separate
trust business from banking

Resona Bank maintained
concurrent trust operations in
order to provide quality
service to its clients

1962
Started handling
of pension trust
business

-

Around 1 990

Expansion of corporate
pension market

Achieved growth in share of
pension trust assets mainly
encompassing pension funds
for SMEs

1987

¥3 trillion

®49 Human resource development

~Track record of reliability~
Assets Under Management (AUM)

Over¥1 8 trillion

Around ZOOO

Deregulation pertaining
to pension fund asset
allocations and scope of
portfolios

Strengthened foreign
currency operations ahead
of competitors

2003

¥1 O igl{ife]]

Accumulated expertise in the
realm of diversified portfolios
of long-term global investment

-

~Robust asset management framework~

Staff members

oo 210

At present

Mounting expectations are being
placed on asset management
services, particularly given
developments involving the Principles
for Customer-Oriented Business
Conduct and long-term investment

2019

¥1 8 trillion

Consolidation of asset
management functions in
Resona Asset Management

Our workforce gives us a competitive edge in the asset management operations. In other words, we
consider human resource development to be the most important of our initiatives given that the extent to
which we are able to develop a team of professional asset managers is the key factor with respect to

successfully providing asset management services.

Our professional asset managers must embody attributes encompassing the three realms of art, craft and science.

Professionals must embody attributes
in three realms

Art

Insight, intuition and
inspiration

Science

Science, theory and

technology

Craft

Experience,

artisanship and skill

Resona Asset Management

Degree of professionalism

| 3|

Qualifying as a professional

O A professional possesses knowledge mutually forged through

hard work

O A professional is valued within and outside the organization

Craft

)

Stewardship Report 2019/2020

O A professional faithfully performs his or her job and takes
initiative in making decisions

Art

Science



Chapter

Resona’s Responsible
Investment

®49 Changes in the social and economic environment, and roles of asset managers

(Resona)

We have been promoting responsible investment activities upon having adopted the concept of universal
ownership since 2013. With a focus on external diseconomies, we urge companies to find solutions to ESG
issues while concurrently supporting them in their efforts to sustainably heighten corporate value.

m Changes in the social and economic environment surrounding companies

Increasingly

Corporate severe problems
pursuit of individual involvi P l
returns involving externa

diseconomies

Asset managers must create
socioeconomic systems
as a means of taking responsibility

® The role of Resona as an asset manager

(i) Practice an engagement strategy
geared to finding solutions to ESG

(i) Fulfill its role in acting as a
responsible investor with respect to
providing support of universal
ownership as a long-term investor

issues across society by identifying
responsibilities for social sustainability.

®49 Resona’s track record of responsible investment

Injection of public funds
Embarked on a fresh start
as a company that society
allowed to survive

Start of ESG
integration and
PRI reporting

Involvement as
an initial member

Signing the PRI of PRI Japan

2008 2010 2012

Signing the CDP

Climate qEnvironmental
issues

The notion of responsible investment
is an indispensable aspect of
sustainable development

Formulate basic

policy on responsible
investment

Introduction of the
concept of universal
ownership

Chaired the Corporate
Working Group of PRI
Japan Network

2013 2014

Introduction of ESG investment criteria

VAN Drafted manuals and held briefing sessions
VAN 2010 VAN (collaboration with PRI Japan)
External 2006 Establishment 2011
environment  Establishment of PRI of PRI Japan Adoption of Principles for Financial Action for the 21st Century

| 4 |
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® 49 Basic policy on responsible investment

Our management of trust assets and other investments entails promoting increased value and
sustainable growth of corporations from a medium- to long-term perspective, which involves sufficiently
assessing and analyzing financial information of investee companies, as well as non-financial information
encompassing means of addressing their environmental, social and corporate governance (ESG)
challenges. We endeavor to increase the value of trust assets and other investments through such efforts.

Resona’s response concerning the responsible investment and stewardship code

Policy of Resona Asset Enhancement of corporate value and medium- and long-term
Management (Purpose)  investment return of beneficiaries

Basic policy on asset management
A [

Basic policy on responsible investment

Those involved maintain a shared understanding of the aims and spirit of general principles

m Specific measures

To incorporate ESG (Environmental,
Social and Corporate Governance)
issues into investment process

Constructive dialogue Resona’s
and engagement proxy voting

Incorporating the seven principles of Japan’s Stewardship Code

Japan’s Stewardship Code

Principle 4 Constructive engagement (purposeful dialogue)
Principle 1 Formulation of policies and public disclosure  Principle 5 Disclosure of proxy voting activity

Principle 2 Management on conflict of interests and Principle 6 Periodic reporting to clients and beneficiaries
public disclosure Principle 7 In-depth knowledge of the investee companies and
Principle 3 Monitoring of investee companies heightened competency to fulfill stewardship activities

As Deputy Chair of ESG

Joined Institutional Member of the Financial Strategy Task Force,

Joined PRI Investors Collaborative Committee on Principles  drew up “Strategy needed in

collaborative Engagement Forum for Financial Action for order to become ESG financial

engagement (IICEF) the 21st Century superpower” proposal

Chaired the Asset Management, Securities and Joined Climate Action 100+
N Investment Banking Working Group of the A
2015 Principles for Financial Action for the 21st Century 2019

+ Adoption of the 2030 Agenda for Sustainable Development - Drew up long-term growth strategy for Paris Agreement
+ Adoption of the Paris Agreement + G20/Osaka Blue Ocean Vision

Resona Asset Management ‘ 5 ‘ Stewardship Report 2019/2020




Chapter / ‘ Resona’s Responsible Investment

®49 What do stewardship activities mean to Resona?

We aim to achieve sustainable society through actively engaging in both enhancing medium- to
long-term corporate value and finding solutions to social challenges.

®4 Framework of responsible investment and
stewardship activities

The Responsible Investment Committee spearheads efforts to engage in activities employing the
collective knowledge of Asset Management Unit of Resona Asset Management, with the aims of
appropriately fulfilling our stewardship responsibilities as a trustee, engaging in initiatives that help to
bring about growth of investee companies, and helping to achieve a sustainable society.

Responsible investment verification committee meeting
Monitoring function

Responsible Investment Committee
Acting as central platform for promoting PDCA cycle initiatives
Chairman: President

Committee members

Each Division
(Equity Investment and
Fixed Income Investment)

External expert:
Professor Takeshi Mizuguchi

= Collective knowledge = Active engagement function
= Checking function

Responsible Investment Division Compliance Division Meeting of the Responsible
Investment Committee

= Secretariat of Responsible = Checking and supervising function
Investment Committee
= Passive engagement function

= Proxy voting

Discussions will be reflected to the proposals
of the Responsible Investment Committee

Responsible Investment Division

Viewpoints and information on
passive engagement function

Responsible investment meeting

(on a weekly basis)
President and key members including

Equity Investment Division

Fixed Income Investment Division

Investee companies

executive officers responsible for Asset
Management Unit, and general managers Viewpoints and information on
of related divisions active engagement function
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Responsible Investment Committee

The Responsible Investment Committee conducts basic policy on responsible investment. As such, it plays an
important role in acting as a control tower for verifying the reasonableness of initiatives with respect to the
Principles for Responsible Institutional Investors and the Principles for Responsible Investment (PRI), and
continually devising solutions and improvements.

The committee consists of President, executive officers responsible for Asset Management Unit, general
managers of related divisions and from the perspective of internal controls, executive officers responsible for
compliance. The committee takes action in a manner that entails enlisting the collective experience and
knowledge of such individuals in order to carry out initiatives that contribute positively to the sustainable growth
of investee companies. Moreover, in May 2017 Professor Takeshi Mizuguchi, Vice President at Takasaki City
University of Economics was welcomed onto the committee as an external expert and leading authority on
responsible investment. He has been furnishing opinions and advice from an outsider’s perspective in relation to
the activities of Resona Asset Management, based on his extensive knowledge.

The Responsible Investment Committee reports on three specific efforts included in basic policy on
responsible investment, and also takes on various types of review and discussion particularly by deliberating on
changes and proposals on proxy voting guidelines.

= Specific initiatives with respect to basic = Primary discussions and reporting of the Responsible Investment Committee
policy on responsible investment - Discusses changes on proxy voting guidelines

- To incorporate ESG issues into - Discusses self-assessment
investment process - Deliberates on proposals for which a definitive decision is not possible

- Reports on stewardship activities

- Status of proxy voting for Japanese equity and global equity

- Discusses content of PRI assessment

- Discusses plans for dialogue and engagement, and reports on the results

- Constructive dialogue and engagement
- Resona’s proxy voting

We aspire to fulfill our stewardship responsibilities to a greater extent by improving our stewardship activities
drawing on efforts of the Responsible Investment Committee in terms of discussions, opinions on improvements
and self-assessment regarding the status of action being taken with respect to the stewardship code.

= Cycle of activities geared to enhancing corporate value

We actively carry out dialogue and
Constructive dialogue engagement with the aim of enhancing
and engagement corporate value from a medium- to

long-term perspective.

We incorporate ESG issues into our
investment process, and continually devise ESG incorporation
solutions and improvements.

We conduct proxy voting by considering
f- ments on . i
Self-assess| J ents o Proxy voting apalyses of surveys encompassing )
stewardsh|p code dialogue and engagement with companies
as well as investment process.

We conduct self-assessments to evaluate
progress made in taking action with
respect to the stewardship code.

Responsible investment meeting

- The responsible investment meetings are held on a

weekly basis to regularly share information and = Topics covered in responsible investment meetings

exchange opinions on matters related to responsible (Excerpt from September 2019 to November 2019)

investment, news flow as it pertains to ESG issues, + EU Sustainable Finance

and progress made in dialogue with companies by - FSA's Council of Experts on the Stewardship Code

respective divisions. - G20 Resource Efficiency Dialog 2019 and Follow up of the G20
- Through its meetings and other forums, the Implementation Framework for Action on Marine Plastic Litter

Responsible Investment Division shares information - Climate Action 100+ 2019 progress Report

and exchanges opinions with each relevant division,
and accordingly submits action policies and other
documents to the Responsible Investment Committee.

- SEC guidance regarding the normalization of the process by which
institutional investors exercise proxy voting rights

Resona Asset Management ‘ 7 ‘ Stewardship Report 2019/2020



Chapter / ‘ Resona'’s Responsible Investment

Responsible investment verification committee meeting

Established in November 2017, the responsible investment verification committee meeting was set up to
enhance the governance framework as it relates to matters such as management on conflict of interests in the
realm of managing trust assets. To such ends, the meeting acts as a forum for gaining an external third-party
perspective in verifying that stewardship activities encompassing the proxy voting are conducted appropriately.

Operations
Schedule: Held at least three times a year
Secretariat: FD Management Group, Fund Administration Division

Members
Chiharu Baba Qutside Director of Resona Holdings, Inc.

(Chairman: Former Deputy President of Mizuho Trust & Banking Co., Ltd.)

Outside Director of Resona Asset Management Co., Ltd.

(Professor, School of Law, Senshu University)

External expert

(Associate Professor, Graduate School of Business Administration, Hitotsubashi University)

Ryo Tsuchida

Shoichi Tsumuraya

Major items reviewed
Appropriateness of the guidelines on proxy voting (for Japanese and global equity)
Appropriateness of the proxy voting activities (for Japanese and global equity)
Appropriateness of other stewardship activities
(Matters deemed necessary such as review from the perspective of management on conflict of interests regarding stewardship activities)

Reviewed content

- The fourth committee meeting (held in February 2019) Changes to proxy voting guidelines for Japanese and global equity
- The fifth committee meeting (held in August 2019) Proxy voting results for shareholders meetings during July 2018 to June 2019
The suitability of the topics subject to review was verified at the responsible investment verification committee meeting sessions listed above.

Striking a balance between verifying the results of proxy voting activities and

Chiharu Baba

Member of
responsible investment
verification committee
meeting

Outside Director of
Resona Holdings, Inc.

searching for the forward-looking approach on proxy voting activities

The responsible investment verification committee
has been held five times over the period of more
than two years since its establishment in November
2017. The committee’s role to fulfill fiduciary duties
for Resona Group is extraordinarily important.
Because as one of the leading asset management
institutions, the Group has approximately ¥18
trillion assets under management. | feel the
magnitude of this task at every meeting.

We are privileged to have two specialists as
members of the verification committee; namely,
Professor Tsuchida of Senshu University, who is an
authority on the companies act and has expertise
in corporate governance among other things, and
Associate Professor Tsumuraya of Hitotsubashi
University, who is highly knowledgeable of financial
accounting and has expertise in IR, disclosure and
so on. This provides us with a well-balanced
composition for the committee, enabling us to
leverage their expertise as we perform verification.

The purpose of the verification committee
meeting is to provide third-party oversight of
conflicts of interest. The committee strictly reviews
whether proxy voting guidelines have been
appropriately established and whether proxy
voting activities have been exercised in accordance

| 8 |

Resona Asset Management

with the guidelines. However, members
additionally often make suggestions on matters
such as how to convey Resona Group's responsible
investment philosophy and activities more
adequately to companies we have invested in and
asset owners, or which issues should be addressed
under the daily changing circumstances around
proxy voting. The participants from Resona Group
also seek members’ opinions on issues such as
shareholder rights and election of directors, which
leads to lively exchange of views during the time
set aside for free discussion.

For matters on which the committee forms an
opinion, those requiring action are dealt with
expeditiously, while those requiring further
investigation become the subject of reports on
progress at subsequent meetings, and the subject
of further discussions and exchanges of opinion.

These approaches of facilitating forward-looking
discussions in pursuit of the “Good Governance”
advocated by Resona, which we practice rather
than simply performing verifying activities, are one
of the unique features of our verification
committee meeting. It is the most important role
of the committee chair to strike a balance
between the two.

Stewardship Report 2019/2020



49 Management on conflict of interests

In carrying out responsible investment, Resona Asset Management should be mindful of certain
types of transactions that are prone to conflict of interest. Such transactions conceivably include
situations that involve proxy voting with respect to shares owned through trust assets and other
investments, and situations that involve dialogue and engagement with investee companies.

When carrying out proxy voting on investee companies, with which the corporate banking
divisions of the group companies maintain business relationships, decisions and actions taken to
discharge fiduciary duties could be substantially affected under a scenario where the corporate
banking divisions of group companies interfere with Resona Asset Management’s decision to vote
for or against a proposal, or in terms of voting results.

We appropriately endeavor to avoid such situations by taking the actions as follows:

- Interference by the corporate banking divisions of group companies is prohibited and personnel reassignments are
subject to restrictions
- Proxy voting activity is monitored by the Risk Management Division
- Compliance Division and Risk Management Division act as member of the Responsible Investment Committee
- Appropriateness of proxy voting activity is verified by the responsible investment verification committee meeting,
which is composed of external experts
- Risk Management Division checks that all proxy voting for the parent company and other such entities and for
other cases are carried out appropriately
(i) Those carrying out proxy voting for the parent company and other such entities (Resona Holdings and the
Kansai Mirai Financial Group) do so upon seeking advice from an external, third-party proxy advisor pursuant
to proxy voting guidelines of Resona Asset Management
(ii) All proxy voting cases other than (i)

= Management framework

Resona Asset Management

Responsible investment verification committee meeting

-
c
) [}
Proxy voting, dialogue Thighe £
and engagement 0.0
(%)
0 5=
Q ga
% Monitoring f/‘»
g— Responsible Investment Division &
(0}
O

Prohibited
interference

-
%]
9]
2
9]

=

=

Group companies

—
(o)
v

i)

.2

=
c
o

O

Business relationship
Corporate banking divisions
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Chapter 2

Responsible Investment and
Stewardship Activities for
Passive Investment

Future Taker

Responsible Investment Division

External

diseconomies A

Dialogue

Support on
Climate proxy voting

change Engagement

and dialogue

Income
inequality

Top-down
approach

IVITIES

Network

Human rights

Aging society - Code of conduct
with a low ) of Resona Asset
birth rate / Management

Enhancement of
corporate value

Cybersecurit: )
/ ! Disclosure
Proxy voting

Anti-
corruption

Economic act

+Collaboration

NEIIE
disasters

Awareness

Efforts for enhancing corporate value and medium- and long-term
investment return of beneficiaries

Future Taker : Practice an engagement strategy geared to finding solutions to ESG issues

across society by identifying responsibilities for social sustainability.

Future Maker : Fulfill its role in acting as a responsible investor with respect to providing
support of universal ownership as a long-term investor.
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Future Maker

N~

Ty af.
Principles for
Rosponsible
III InvEstmeEnt

Universal
ownership

Enhancement of
medium- and

long-term return

\)STA'NAQ ™

OQRTIFIEO
- E:;l ,\
2,

70 s

INVESRTMENT

Resona Asset Management

Global Compact
Metwork Japan

INTEGRATED REPORTING

30% Chut

Framework

. <
Creation of a

new paradigm

Collaboration

IR

New form of
capital markets

. 4

Unexplored
economic system

SDGs, Sustainability

S,
g

|
T

Circular Economy

Li

Corporate Culture, Purpose

\/

= 4=

1

| 11 |

Stewardship Report 2019/2020




Chapter 2 ‘ Responsible Investment and Stewardship Activities for Passive Investment

Resona Asset Management’'s goals

®9 New forms of capital markets and

Resona Asset Management’s contribution to the creation of new forms of capital market is based
on the following approach.

As participants of the capital markets, we, investors will contribute to the
Basic development of sound markets.
approach In addition, we will discharge our broad fiduciary responsibilities, by actively
supporting the financial and capital markets in a desirable future economic systems.

We look to the unexplored “future desirable economic systems” for guidance in the following
three pillars.

The ideal social and economic systems in 2030,

SDGs, Sustainability assuming all SDGs have been achieved

In order to achieve a sustainable society for now and future generations that is
~“ "’ characterized by genuine abundance, as expressed in people supporting each other,
we must overcome the problem of external diseconomies, and build dynamic and
g economic systems in which due consideration is always given to natural capital,
societies and associated capital.

“‘ C Supply chain =) P.14.20 ) ( Climate change =) P22 ) (Labor practices in the agricultural sector)

Transition from the linear production, consumption, disposal model to

Circular Economy a “Circular model”

In order to shift from a linear flow of procurement, production, consumption and
disposal, towards a circular system of recycling, reuse, remanufacturing and sharing, it
is crucial not only to take initiatives as a corporate group, but also to work with all our

business partners throughout the total supply chain.

( Marine plastic issue =» P.19 ) ( Deforestation )

Understand the corporate culture and philosophy of the investee company
Corporate Culture, Purpose  Re-recognize the goals and roles of the company, and board’s
functional role

By broadening the scope of corporate responsibility to include the total supply
‘ chain, we can reinvent “corporate issues” as “ESG issues.” By maintaining our focus on
the corporate philosophy, we redefine the original goals and roles of the investee
- . company, and reconfirm that sustainability at the corporate level is equivalent to

' sustainability at the society level.

C Board diversity =» P.21 ) C Anti-corruption =) P.24 )
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unexplored economic systems

We believe that as corporations include externalities such as sustainable societies and circular
economies, the externalities will become connected to those corporations’ goals, philosophies and
management thought, leading to the realization of an ideal, universal economic system.

\
S,

%,

a

Society, environment, economy
(= links to the sustainable society)

supply chain and value chain
(= links to the circular economy)

m) =

Corporate scope expanded to include

Corporate purpose
(= links to the purpose of the company)

Corporate philosophy, management thought
(= links to corporate culture)

| What is a company?

What exactly is a company? We believe it is extremely important to understand how the company was established, and where it is

heading through the past, present, and future.

The past is important because the business and management as of today derives from the
corporate philosophy and the ideas of the founder. So that our efforts, which have weaved to
the present, can go forth and weave our future, we must understand them as an ongoing
process, rather than as snapshots in time. We would like to discover the grounds of the
company’s sustainability within this continuity. The most important factors are the message
conveyed by top management, and the company’s unshakable vision of how it wants to
develop.

In addition, the scope of corporate activity is in the process of broadening from the parent
entity to the consolidated, and then to the group, to affiliates, business partners and towards
total supply chain. As we see it, this expansion in the scope of the corporation is connected to
the corporate issues that must be resolved to address ESG issues, and beyond that we believe
that it may even link to the authentic nature of the company’s activities through a fusion with
corporate philosophy.

As the companies are being redefined, we do not simply wish to engage and assess the
companies, but to become a partner who can work together to consider how to best enhance
their sustainability.

113 |

Resona Asset Management

Expansion of corporate scope

Companies
(Non-consolidated)
/ \
,/(Consolidated)\\
/ \
/ \
/ il \
/ (Affiliates) \
v Sy

(Business partners)
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Engagement report

Sustainable palm oil procurement

In August 2017, we initiated engagements pertaining to
environmental and social issues on procurement of sustainable
palm oil.

Palm oil is the most commonly used vegetable oil in the world,
particularly as a raw material in numerous food products,
detergents and other household items, and cosmetics. However,
palm oil underlies many problems in the major producer countries
of Malaysia and Indonesia, particularly in terms of deforestation
accompanying development of palm plantations, child and forced
labor, and conflicts with indigenous peoples of the nations.

el -2P<1] Japan also has many companies that handle palm oil-based
products and accordingly are involved in the palm oil supply chain.
Meanwhile, in comparison with companies in Europe and the United States, we believe there is still substantial
room for improvement among companies in Japan on palm oil related issue.

The Responsible Investment Division provides support to investee companies involved in the palm oil supply
chain, with respect to helping them understand and draw up policies pertaining to procurement of “sustainable
palm oil.”

Products using palm oil (palm kernel oil)

Instant noodles Chocolate snacks  Margarine Ice creams Frozen foods  Powdered milk  Detergents and
cosmetics

Launch of the Task Force on Palm Oil Issue
August

2016 In August 2016, the Responsible Investment
Division organized sessions to exchange
information in its Task Force on Palm Oil Issue
with the aim of spreading awareness of
“sustainable palm oil” across Japan. This was
done in cooperation with Professor Takeshi
Mizuguchi at Takasaki City University of
Economics, and representatives of NGOs such
as CSR Review Forum-Japan. The 15th meeting

of the task force was held in July 2019. © WWF Japan
Companies involved
in the palm oil Management, IR & CSR divisions CSR & procurement divisions
business A
Engagement Dialogue .
Responsible Investment Division '
Task Fo.rce on Issue awareness
Palm Oil Issue -
NPO/NGO
Resona Asset Management ‘ 14 ‘ Stewardship Report 2019/2020



From

August
2017

onwards
Task Force on Palm Qil Issue.

Meetings with investee companies involved
in the palm oil supply chain

Our efforts to encourage use of sustainable palm oil entail visiting investee companies
that are involved in the palm oil supply chain, thereby leveraging knowledge gained in the

Specifically, we created a list of investee companies that were associated with the palm
oil supply chain. Between August 2017 and June 2019, we visited and held meetings with
a total of 52 organizations, consisting of 18 companies in the retail, restaurant and service
industries, 6 toiletry manufacturers, 18 food manufacturers, 5 oil and chemical companies,
and 5 general trading companies. Initiatives taken during the meetings have included
providing explanations on environmental and human rights risks inherent in the palm oil
supply chain, confirming progress made with initiatives involving sustainable palm oil, and
profiling examples of companies that are carrying out progressive initiatives. Moreover, we
have urged people to join the Roundtable on Sustainable Palm Oil (RSPO), recommended
that companies use sustainable palm oil, and encouraged the companies to disclose their
targets to address palm oil issue and their track records.

Supply chain and engagement policy

® Numerous companies operate across the entire palm oil supply chain from upstream to downstream.
®\We have established engagement policies pertinent to the respective layers of the supply chain.

ASEAN regional banks

Risk

Engagement policy

- Improve frameworks for management and information disclosure of

Loans management ESG risks for companies involved in the palm oil supply chain.

Operators of oil palm plantations

Companies handling oil extractlon and primary refining

5 general trading companies I
5 oil and chemical companies

Upstream

Supply chain

¥ ¥

18 food manufacturers 6 toiletry manufacturers

v

18 companies in retail, restaurant & service industries

Downstream

V v

Consumers

+ Ask the seven major companies that are constituents of the
MSCI-ACWI Index to disclose progress made with their initiatives
geared to the NDPE policy*.

* NDPE policy refers to policy with respect to
“No Deforestation, No Peat, No Exploitation.”

- Share the mission of increasing use of RSPO-certified palm oil and
seek collaboration with affiliated retailers on palm oil issues.

- Facilitate a shared view of risks inherent in procuring raw materials for
palm oil-based power generation.

+ Check on actual progress made by RSPO-member companies. Gain
an understanding regarding challenges of increasing the supply of
RSPO-certified palm oil.

+ Gain an understanding of initiatives carried out by progressive companies
and gain a shared view of issues with companies that ought to take action.

- Gain an understanding of initiatives regarding procurement of
sustainable palm oil and provide support for drawing up plans.

- Support progress of those initiatives from the retailers to the food
manufacturers upstream.

= Deployment of good practices laterally across respective layers of the supply chain

We encourage upstream entities who act as downstream entity suppliers to disclose information regarding palm oil, enlisting support

from downstream entities.

Retailers (progressive companies)

Aim to exclusively use of palm oil certified by the RSPO
(@le]yIe10\ /AN or other such bodies by the year 2020 with respect to
palm oil used in its private brand products.

Achieved its goal of switching to 100% sustainable palm
(@e]y1o=10)21=]) oil with respect to palm oil used in its private brands and
prepared foods. (certification credits)

Toiletry manufacturers

Other retailers
Lateral deployment of

d ti Convenience stores
good practices

General merchandise stores
Grocery stores
Drug stores

Extended to upstream entities

Verify zero deforestation at sites of origin given its
initiatives to procure sustainable palm oil and palm
kernel oil exclusively.

Company C

Resona Asset Management ‘ 15 ‘

) Food manufacturers
Lateral deployment of

: Instant noodles, confectioneries &
good practices

breads, dairy, frozen foods
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Engagement report

Sustainable palm oil procurement

= Engagement process

CSR-based approaches to procurement are becoming more commonplace as a means of addressing risks with respect to challenges
such as environmental, labor and human rights issues throughout total supply chain. First, we have started conducting engagement that
involves having companies confirm amounts of palm oil and raw materials derived from palm oil used in products they handle, upon
having gained their understanding that palm oil gives rise to supply chain risks with respect to deforestation, child labor and forced
labor. Subsequently, we recommend that they use RSPO-certified palm oils, have them disclose their policies on sustainable
procurement and encourage them to ensure traceability. Ultimately, we aim to get companies to disclose their NDPE policy objectives.

The following diagram shows the process of engagement with the 52 companies targeted, and progress made.

Start

(o W o

Determine suppliers of Come to understand

Become aware of risks
palm oil poses in relation

Become aware that a

Encourage suppliers to
company'’s own products

" e ensure traceability of
to deforestation and » contain palm oil raw * raavlvmmoafenals related to Scsﬁeor:f;tmcatlon » raw materials related to
human rights issues materials P ' palm oil

35/35 52/52 28/35 45/52 24/35 42/52 33/35 51/52 4/35 15/52

Goal

[ e

Incorporate NDPE
practices into policies for
procuring palm oil, etc.

(e M e |

Disclose sustainable
procurement policies

Come to understand the
extent to which

traceability of_ palm oil related to palm ol etc. palm oil
has been achieved

RSPO-certified palm oil
4/35 10/52 12/35 32/52 11/35 23/52 4/35 17/52 3/35 6/52
* This includes not only palm oil but also CSR-based procurement policies, etc.

* Survey by Resona Asset Management. Confirmed for companies engaged with up to June 2019 either at the time of visit, or by checking websites, integrated reports,
or CSR reports, etc. [ indicates results for FY2018, MMM indicates results for FY2019.

Disclose targets and
results with respect to
procurement of

Purchase RSPO-certified

= Engagement cases

In 2019, Company D and Company E newly joined the RSPO. Going forward we will continue to request the use of sustainable palm
oil by many of the companies associated with palm oil.

Company D We use a wide variety of raw materials, and at We have been considering joining the RSPO for = Going forward we plan to disclose our

this point in time we have not completed
detailed investigations into all the raw materials.

Do you have a good understanding of which of
the raw materials used in your products are
derived from palm oil?

Resona

some time. We need to consider the feasibility
of procurement and also the cost premium.

You are not currently a member of the RSPO.
Do you intend to join in future?

usage policy for palm oil in the CSR
report.

We would like to encourage you to
disclose the palm oil procurement policy

We are at the stage of gathering information via our subsidiary
in the United States. The Japanese parent company is
considering to join the RSPO. Subsequently the Japanese

Company E

and historical usage in future reports.

There has been no change to our objectives. We are still considering whether to take
the book and claim approach to certification, or the mass balance method. Some are
of the opinion that in a situation where traceability has not yet been established, it

parent company joined the RSPO in 2019.

Resona

parent company considering to join as well?

During the 12-month period between July 2018
and June 2019, six of the 52 companies with
which we engaged joined the RSPO.

Number of Japanese corporate RSPO members

180—
M Number of member companies

150 W Cumulative number of companies
120—

90—
60—
3

22 25 2
- 12
°22 1336 17 18 08 2° 22108 3p 3] 8

2004 2007 2010 2013

2016
As of November 30, 2019

2019

Resona Asset Management

Your US subsidiary is a member of the RSPO. Is the Japanese

would be better to support farms by using the book and claim approach.

The Japanese parent company has joined the RSPO. Has there been any change in
the objectives of the US subsidiary to switch to certified palm oil by 20207 Also,
which certification method will you use?

[What is the RSPO?]

Seven affiliated organizations including the World Wildlife
Fund (WWF) spearheaded efforts to establish the Roundtable Y
on Sustainable Palm Qil (RSPO) in 2004 in response to a S
mounting chorus worldwide of voices calling for use of I
sustainable palm oil out of consideration for environmental 17
impact. It aims to promote production and use of sustainable kS
palm oil by drawing up certification standards trusted
worldwide and enlisting stakeholder participation. The RSPO
is a nonprofit organization whose operations are underpinned by the support of
affiliated stakeholders from seven sectors of the palm oil industry: oil palm producers,
palm oil processors or traders, consumer goods manufacturers, retailers, banks and
investors, environmental NGOs, and social or developmental NGOs.

| 16 |
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Meetings with overseas oil palm plantations

From
January | operators
2018 In a follow-up to January 2018, in March 2019 our analysts paid
onwards visits to engage with seven major palm plantation operators based in

Malaysia and Singapore. In addition to checking initiatives related to
achieving compliance with NDPE rules, we shared information aimed
at resolving issues such as traceability down to the level of small
independent plantation operators.

© WWEF Japan
From Began engaging with ASEAN regional banks
October
2018 In October 2018 the engagement working group (WG) initiated contact or sent letters to
onwards nine ASEAN regional banks that extend funding for palm oil operators in relation to ESG

issues at the companies to which they provide finance. With four of these banks the WG
conducted engagement activities aimed at improving frameworks for management and
information disclosure of ESG risks in relation to companies in the palm oil supply chain.

Initiatives with ASEAN regional banks to improve management and information disclosure for ESG risks
Participated in PRI Investor Working Group on Sustainable Palm Oil (October 2018)

[Companies targeted for engagement] s

13 companies involved in palm plantations, manufacturing and trading, and nine ASEAN regional banks = P
[Participating institutions] -— PRI e
56 companies with combined assets under management of approximately $7.9 trillion (as of June 2019)

[Objectives of this collaboration]

(i) To educate investors of the material ESG issues that affect companies across the palm oil value chain.

(i) To engage with companies across the palm oil value chain.

(i) To promote the development of a sustainable palm oil industry.

(iv) To improve frameworks for management and information disclosure of ESG risks at companies associated with palm oil.

From Attendance to the annual RSPO meeting
November
2018 Following our attendance at the RSPO’s Annual Roundtable
onwards

Conference held at Kota Kinabalu in Malaysia in November 2018, we
participated in the Annual Roundtable Conference held at Bangkok in
Thailand in November 2019, and exchanged information with those

< =
involved in the palm oil industry. Annual meeting of the RSPO

Participation in the drawing up of engagement and

From . . :
rem idelines for th ly chain
November\ '€ edy guidelines for the supply cha
2018 In September 2019, we collaborated with external organizations Operators of ol
onwards such as Global Compact Network Japan (GCNJ), and Business and palm plantations
Human Rights Lawyers Network Japan (BHR Lawyers) in relation to Email, telephone,
. . . . . reports, etc.
grievance mechanisms in cases where companies have difficulty

. . . Companies handling oil
complying by themselves. The result was the institution of extramo’% and pnmarygreﬁmng

“Engagement and Remedy Guidelines for Promotion of Responsible

Business Conduct and Supply Chains*,” whereby information is

collected on the state of the workforce at targeted companies Food manufacturers
with the aim of achieving rapid improvements. These guidelines
began to be applied in December 2019. Support is provided to
companies via the engagement and remedy guidelines through

such means as setting up dedicated points of contact to receive
complaints from workers at plantations and oil extractors.

* Certified as a Tokyo 2020 Support Programme (Sustainability) by the Tokyo Organising Committee of the Olympic and Paralympic Games

Downstream entities
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Engagement report

Grievance mechanism

What is the grievance mechanism (mechanism for processing complaints
related to human rights infringements)?

Infringement of human rights occurs NGO/Victim Accept grievance

Receive by email,
telephone, report, etc.

Oil extractor H 6 Group companies

Plantation )
Small-scale farm e 9 Supplier

Discovers and resolves supply chain problems at an early stage by
transparent responses to environmental and human rights issues

Regular disclosure on
progress

Why are guidelines and collective action necessary for the mechanism?

While we were conducting engagements on supply chain risk, we became
aware that there were limits to the grievance mechanisms at the respective
individual-company level.

In response to this, we have enacted the “Engagement and Remedy Guidelines for
Promotion of Responsible Business Conduct and Supply Chains” (“Engagement and
Remedy Guidelines™). We owe this accomplishment to the advice and support from
the OECD Responsible Business Conduct Unit and the ILO Office for Japan, and the
cooperation from external organizations such as GCNJ and BHR Lawyers.

Resona

Support the investee
companies’ efforts to
solve various issues

OECD Responsible Business Conduct Unit/ILO Office for Japan
¢ Advice and support

;'i": Ghobud Camguact

o [ S Formulated “Engagement and Remedy Guidelines” to throughout the supply
support adoption as a policy to introduce grievance é chain InveSte_e
mechanisms. companies

BHR Lawyers

Promote the ethos of
taking collective action*

Share good
practice cases

« Support investee

“Engagement and Remedy Guidelines”

. Accept complaints related to responsible business conduct including international human rights and supply chains.

b

Designate persons and departments responsible for handling complaints and stakeholder engagement within the
company.

Establish a contact point for receiving complaints and stakeholder engagement, and disclose it to the public.
Establish grievance mechanism procedures and disclose them to the public.

Prevent conflicts of interest in grievance mechanism procedures.

Prevent disadvantageous treatment such as retaliatory actions against complainants.

Disclose the status of complaint handling and stakeholder engagement to the extent possible.

GO o B ©0 Bl o= B

Review and improve the grievance mechanism on a regular basis while referring to the Guidelines.

10. Share the status of complaint handling and dialogue within the company, including management.

* Utilize collective grievance mechanism and dialogue procedures (e.g., Grievance Centers) when appropriate.

Resona Asset Management ‘ 18 ‘

Engage in dialogue with stakeholders and utilize independent experts in handling complaints and resolving issues.

companies’ efforts to
improve sustainability
in their business
activities.

- Take part in
engagements to
improve corporate
value by strengthening
their risk management
capabilities.

* Collective action: seeking to improve business
practices through group or mutual activities. In this
case it means ensuring the capability to influence
upstream entities and working with experts, etc.
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Engagement report

Marine plastic issue

= Engagement on marine plastic issue

We engaged with 20 companies on marine plastic issue. The majority of
those companies were retailers that are heavy users of polyethylene bags,
and beverage manufacturers that produce and sell drinks packaged in PET
bottles. We conducted interviews to confirm the status of each company’s
efforts to reduce the use of plastic, and we actively encouraged information
disclosure.

= Engagement cases uuly 2018 to June 2019)

Ten retailers Confirmed the status on company’s efforts to reduce Input from experts
customer use of plastic bags, to implement the use

and restaurant

companies of biomass materials as an alternative, and to reduce March 2019
usage of plastic straws and food containers. Invited experts specializing in environmental problems and
held a study meeting on marine plastic issues. Gathered
Eight food Confirmed the future policy on the use of PET information on global plastic waste issues and the progress of
. . ; countermeasures.
WElltEed e materials in product containers.
July 2019

Invited experts specializing in marine plastic issues and held a

: . . . study meeting. We shared opinions on the microplastics
Two toiletry Confirmed the status on reducing the use of plastic issue, the impact on the ecosystem and the human body, and

IMELNEIICIEIN  containers. measures which should be taken to reduce pollution.

= Engagement cases with two major soft drink manufacturers ouy 2019-)

Soft drink manufacturers will be able to contribute to resolving marine plastic issues by increasing

Engagement issue
Bag the use of sustainable PET bottles, such as those made from recycled or plant-based raw materials.

. Plant-based i %
Recycled materials : Targe.t setting to use 1 OOA:
raw materials sustainable PET bottles by 2030
Action by the I
companies }
Collected . .
PET bottles Aim for zero new usage of fossil fuels

. We plan to engage with other soft drink manufacturers to undertake the same initiatives as these
Future policy

two companies

= Started dialogue with policymakers august 2019 -)

= Discussions at Japan/EU Joint Workshop on Circular Economy and Finance october 2019)
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Engagement report

Sustainable food supply chain

Having noted the rising awareness on a global basis of risks arising from the use of antibiotics in livestock,
leading to drug residues and the emergence of bacterial strains that are highly resistant to antibiotics, we have
begun to take action.

. , ' Investee companies
Began engagement with Japanese investee companies on food safety Information sharing, education
July 2018 to June 2019 and requests in relation to risks Become aware of

i supply chain risk
Engaged with five Japanese food manufacturing, retail and restaurant Stef"'_m"_'g f,r°"f1 2 =R el uppYy n
antibiotics in livestock

companies Plan to expand
target companies
and consider next

steps

Farm Animal Investment Risk and Return
Encourage not to use antibiotics
October 2018 in factory farming

Declared endorsement of investor statement on the use of antibiotics in
factory farming in the FAIRR platform

S % o T b

s OPy 0 -

Repeated doses of antibiotics in livestock will run the risk of creating pathogens that are highly resistant to medicine.

Resona’s actions

Engagement report

Collaborative engagement on forced labor

We have been the Lead Investor on “Apparel & Footwear Engagement using the
KnowTheChain*' Benchmarks (KTC BMW).”

This is a collaborative engagement involving a tie-up between KTC, PRI, and
ICCR*2, and is aimed at labor practices and human rights at the apparel and footwear manufacturers that are
assessed by KTC BM.

AN Ie X KTC Apparel & Footwear
Measures not known because * ompany Benchmarks

2018 the information was not disclosed | A -tyal measures taken were (Assessments on forced labor risks)
on the English websites - Its scores were under-estimated
( top-class in Japan compared to the actual efforts

) Sufficient levels of
Resona Conducted engagement implementation of responsible

as Lead Investor procurement policy on raw
2019 May 2019 materials to reduce forced labor 2020 tscqres expected
Joined the collaborative Gathered facts at risks and of engagement with o improve
engagement engagement meeting their suppliers to conduct direct
employment.

Share the Company X case laterally with other Japanese apparel producers

Explore other potential cases in Japan

*1 A collaborative partnership between the four organizations: Business & Human Rights Resource Centre, Humanity United, Sustainalytics, and Verité.
Each organization has expertise in addressing forced labor risks within the companies’ global supply chains.

*2 The Interfaith Center on Corporate Responsibility has 300 management institutions as members, which have total assets under management of approximately ¥40 trillion. The ICCR is
an organization consisting of institutional investors who manage pensions associated with various faiths, and has a track record of engagement in addressing the forced labor risks.
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Engagement report

Board diversity

We believe that companies should aim to ensure sufficient diversity in
board members to achieve a sound overall balance of knowledge,
experience and capabilities across corporate boards so that they will more
effectively discharge their roles and responsibilities.

Given that skills required for directors vary from company to company,
we urge companies to determine their own approach to diversity and the
size of boards, and encourage them to disclose details such as a skills
matrix of current directors. We also confirm to identify company attitudes
on gender diversity and international aspects, and check on the progress
made against these initiatives.

GROWTH THROUGH DIVERSITY

» Launch of “30% Club Japan” in May 2019 = ';ﬁi
The 30% Club is a global campaign established in the United & ey V. %"

Kingdom in 2010, with the aim of increasing female representation - '

on company boards. The 30% Club has made a significant T \ & ’

contribution to increasing female representation on company w “

boards in many countries/regions, including Japan. ) - :
* Countries and regions in blue denote areas in

which the 30% Club is active

= Resona became a member of the Investor Group (IG) in June 2019

Gender diversity in top-level corporate management

( Investor Group é Investee companies

Asset owners Board of directors

Share

Asset managers materiality Senior management
and objectives

Institutional investor Establish and share
and asset owner best practices to
community achieve goals

30% Cluk :
e T e 12 companies
(As of October 2019)

A\ 4

Improve dialogue
capabilities of all IG
members

Targets

The 30% Club Japan aims to achieve 10% representation of women on the boards of TOPIX100 companies by 2020, and

30% representation by 2030
‘ Achieved

~

July 2019 2030
105« P | 1030%

Major activities during 2019

Best Practice Sharing Best Practice Sub-Group

The 30% Club Japan IG held sessions for sharing best practices for The 30% Club Japan IG established a sub-group to take the lead in
engagement activities, information disclosure by companies, and the compiling engagement case studies and the contents of progress reports.
director selection process, by inviting presenters with expertise in For the sake of greater transparency, the IG reported and shared with

investors the state of gender diversity at board meetings, and shared

engagement and governance.
the progress towards achieving the goals.

Resona Asset Management ‘ 21 ‘ Stewardship Report 2019/2020




Engagement report

Adaptation to climate change/TCFD framework

Point
-| Why do we focus on climate change?

Global Natural factors Atmospheric factors, oceanic changes, volcanic eruptions, changes in solar activity, etc.

environmental
crisis Human factors

= Global trends in response to climate change

Increase in greenhouse gases (GHG) emissions as a result of fossil fuels burning from human activities
and changes in land use

Increasing interest in sustainability

Capital Concern over global warming: large-scale consumption of fossil fuels is causing an increase in atmospheric COz levels,
markets which poses a risk to the stability of the financial system and threatens financial institutions

1988 1992 From 1995 onwards 1997 2015

IPCC* Earth Summit COpP** Kyoto Protocol Paris Agreement
provides policymakers adopted United held annually among adopted at COP3 adopted at COP21
with regular scientific Nations Framework the Framework

assessments on Convention on Convention on

climate change Climate Change Climate Change

signatory nations

*IPCC: Intergovernmental Panel on Climate Change
**COP: Conference of the Parties

= Two implementations based on the TCFD recommendations

Measures on global warming can broadly be divided into “mitigation” and “adaptation.”

- Shift from fossil fuels to renewable energy

Mltlgatlon A e AR E S Promoting energy conservation toward a low-carbon society
: Preparing for environmental change . Enh_ancing infrastructure, changes in agricultural growing
Adaptation regions and crop types

in the form of climate change - Preparing infectious disease vaccines, etc.

Point

2 TCFD framework

The Task Force on Climate-related Financial Disclosures (TCFD) is a private-sector-led task force established
in 2015 by the Financial Stability Board (FSB). In June 2017, the TCFD established standards for the disclosure
of climate-related information and released a final report. The TCFD recommendations call for the disclosure of
the effects of climate change on finances.

Worldwide, 909 companies and financial institutions have declared endorsement of the TCFD standards,
including 207 companies and institutions in Japan (as of November 29, 2019).
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» TCFD recommendations

Strategy Risk management Metrics and targets

Disclose the organization’s Disclose the actual and Disclose how the organization Disclose the metrics and targets

governance oversight on potential impacts of climate- identifies, assesses, and used to assess and manage

climate-related risks and related risks and opportunities manages climate-related risks. relevant climate-related risks

opportunities. on the business, strategy, and and opportunities where such
financial planning, where such information is material.

information is material.

roint Engagement in climate change issues

3 (Climate Action 100+)

Climate Action 100+ is a five-year action plan set up by PRI and a global
coalition of institutional investors to support corporate climate change initiatives
on a global scale. The targets are industries producing high volumes of GHG
emissions and companies with large market caps (more than 100 major
overseas companies and ten Japanese companies). Resona has engaged with

Collaborative engagement session with

the target companies in Japan. overseas investors
Governance Improving governance in climate change policies of the investee companies
Goals of . . i . :
. . Action Reducing CO2 emissions throughout the entire value chain
Climate Action 100+ gL & '
Disclosure Enhancing climate-related financial disclosures
ESG issue: E (Environmental) Climate Action 100+
Japanese investors = ===
Climate change —> Companies

=) |nformation disclosure on the -
Resona ey Tisks and opportunities based PRI-led engagement on climate change
» on TCFD recommendations transition for oil and gas

Work with investee companies to
ensure that they assess the risks Oil and gas companies
and the opportunities of climate

Overseas investors = change, ascertain the financial
impact, and disclose such findings. Declared endorsement of the Statement

of Investor Commitment to Support a
Just Transition* on Climate Change

o
=
0]
£
[0
o0
©
oo
(=
(9]
o

2

=}
©
3
(o]

!

©
(e]

)

I Climate Action 100+ engagements/example questions

© CO: emissions reduction
- Are you committed to the 2C target for which an international agreement was reached in
the Paris Agreement?
- How have you demonstrated your commitment? 4--
@ Governance
- Have you built a governance structure for the management team related to @7?
- Who has authority and responsibility for governance related to @, and how is PDCA implemented?

© Disclosure
- Have you signed the TCFD? When do you plan to make disclosure in line with the TCFD recommendations?

* Just Transition: The preamble of the Paris Agreement contains the goal of achieving a Just Transition as one means of helping ensure effectiveness of the Paris
Agreement. The joint statement endorsing a Just Transition is intended to facilitate more extensive understanding as to the importance of factoring in employment
concerns and accordingly implementing comprehensive measures to address social challenges involving the prospect of unemployment and diminishing working
conditions as a result of shifting to a carbon-free society.
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Engagement report

Disclosure on anti-corruption practices antioriery)

= Anti-corruption initiatives

We have been involved in the Tokyo Principles on collective action since FY2018. As an investor, Resona
supports the Global Compact Network Japan (GCNJ) that carries out activities geared to making collective
action for anti-corruption to Japanese companies as part of the Siemens Integrity Initiative worldwide project on
collective action to combat corruption. Through our activities, we are encouraging the formulation and
disclosure of policies by companies.

Risks involving economic

Agenda Draw up and disclose policies " sanctions and reputation
on anti-corruption Bl - Suspension from bidding for public
- projects
Collaborate with GCNJ g - Cancellation and termination of
Companies that have adopted 9 business by partners and/or
. . B the Assessment Tool e financial institutions
Advisory committee member of y @ . : _
GCNJ’s anti-corruption project Encourage companies with risk "=l - Deletion from investment universe,
exposure to bribery, to formulate 2 drop in stock price
Conduct passive engagement using policies and to make relevant ERl - Class actions
the Assessment Tool disclosure - Loss of social credibility and brand
deterioration
RSN /\cquire companies to support the Tokyo Principles : :
goal q P PP A P Companies agreeing to
the Tokyo Principles
"gg;cgh Official announcement of the Tokyo Principles
L -
May Current awareness and future activities Mtsy
2019 Joint meeting among GCNJ, the Anti-Bribery Committee Japan (ABCJ), and investors (Resona)
I Importance of sharing current conditions and issues and promoting information disclosure
June GCNJ Anti-corruption Subcommittee, GCNJ Secretariat
2019 Meeting among ABCJ, Resona and the signatory companies: mapping the follow-up to promote
anti-corruption activities and ensure information disclosure based on the Tokyo Principles
Anti-corruption Annual Forum 2019
“Using a highly transparent plea-bargaining system, responding to the OECD screening results
September and promoting collective action”
2019 Participated in the panel discussion “How to expand and promote our circle of cooperation
to respond to increasingly complex issues—including using the Tokyo Principles”
I Number of attendees: Approx. 80
November Speech on “The importance of anti-corruption initiatives from the standpoint of investors” at -.F“'""""h,_
2019 the GCNJ Anti-corruption Subcommittee [ Y Global Compact

Metwork Japan

L

el U B Promoting information disclosure related to anti-corruption based on the Tokyo Principles

goal

Promote anti-corruption activities and ensure information disclosure based on the Tokyo
Principles
Investors to apply the Tokyo Principles to their investment process BRGL

JL-DFs FFP A
End of Promoting regular Anti . ksh Anti-corruption enhancement
2020 workshop dialogues amon; TSP W SIS month campaign and symposium
P 3 g with experts paigl Ymp
companies and investors (every October)
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Engagement report

Enhancement of corporate governance

= Vision of good governance practices sought by Resona Asset Management

As a long-term investor, Resona seeks an approach to corporate governance whereby a company functions as
one whose management heightens its credibility among its respective stakeholders through its commitment to
maximizing its corporate value, or total value for all of its stakeholders, while striking a balance among its
respective stakeholders.

To such ends, we believe it is crucial that companies improve their supervisory functions, ensure transparency
within the managerial structure, and establish corporate ethics.

General notion of corporate value

Companies that generate earnings in excess of their costs
of capital over the medium to long term, are regarded as a
Business value creating enterprise. These companies focus on
partners indicators of shareholder value and economic value such
as market capitalization and discounted cash flow (DCF).

Local .
Employees S Extensive coverage

It is comprised of value for each stakeholder group
including shareholders, customers, employees, business
partners, and the community. In this view, corporate value
can be defined as the sum of these respective values.

(Reference) Excerpt from “Ito Review”

I Examples of questions to investee companies on governance

We believe the notion of ensuring that management aims to continuously generate value hinges on striking an appropriate
balance between autonomy and heteronomy. In terms of adopting corporate governance mechanisms as a means of effectively
achieving such balance, we believe companies should organize such mechanisms along the lines of management and execution
involving a management board, supervision and execution involving a monitoring board, and advice and execution involving an
advisory board. Please express your thoughts, with the questions listed below in mind.

- In relation to the nature of the company’s business, what is your approach for maintaining separation between management
and execution, supervision and execution, and advice and execution?

- What roles do you require outside directors to assume in terms of management, supervision and advice, based on your
approach regarding roles of the board of directors? Also, what roles should you not expect of the outside directors? Are
there any other points that should be considered?

- What kinds of education and training schemes do you provide to directors and corporate auditors who are in charge of your
corporate governance mechanisms in order to develop their awareness and knowledge?

- What are your thoughts on assessments and director compensation (i.e., thoughts on percentage of performance-linked
compensation and thoughts on whether or not to offer equity grants)? Do you think it is appropriate to provide outside
directors with performance-linked compensation or equity grants?

- What kinds of mechanisms and procedures have you put in place in order to eliminate conflicts of interest (self-enrichment)
that could emerge in making decisions on director compensation?
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Chapter 2 ‘ Responsible Investment and Stewardship Activities for Passive Investment

® 4 Passive investment stewardship activities

+ We will practice an engagement strategy geared to finding solutions to ESG issues across
society by identifying responsibilities for social sustainability.

+ We will fulfill our role in acting as a responsible investor with respect to providing support of
universal ownership as a long-term investor.

In order to make our vision as described above a reality, the Responsible Investment Division maintains dialogue and
engagement with investee companies, and conducts proxy voting based on our basic policy on responsible investment.

In terms of the types of stewardship activities, we engage in as a long-term investor and our passive engagement approach
that leverages the strengths of Resona, our longstanding experience and discussions with stakeholders have given rise to our
current stewardship activities for passive investment. This section introduces our overall stewardship activities, and approaches
and details of activities undertaken.

m Basic approach to stewardship activities on passive investment

Awareness on issues

Determine how Resona should meet asset manager expectations pertaining to stewardship activities.
Determine how to maintain engagement geared to a super-long-term perspective in carrying out passive
investment, leveraging Resona’s strengths.

Resona’s aims: Stewardship activities on passive investment

Objectives Boosting overall equity market value — efficiency & continuity

Determine global issues and local issues as a universal owner
Path Engagements
Resona’s proxy voting

NS

m Passive investment dialogue and engagement

We will strive to help boost the overall equity market, which will involve undertaking engagement on the basis of appropriately

determined issues as we assess corporate sustainability from the perspective of ESG and take a process-centered approach to
hastening improvement.

Perspective on passive investment

- We undertake engagement geared to finding solutions to ESG issues of society overall (mitigating risks and rectifying discounts)
under the assumption of maintaining holdings over the long term.

- We undertake engagement with respect to global issues.

- We select topics and engagement targets that will maximize effects of engagement amid a scenario where the number of
investee companies varies widely.

@ Long-term investor perspective @ Possibility of change in companies perspective
(importance) (effectiveness)
- Addressing global and local issues - Awareness — disclosure — dialogue — monitoring
- GHG emissions, supply chain management, board - Collaboration with other investors (Collaborative
composition, etc. engagement)
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®49 Overview of passive engagement

Basic policy on responsible investment

Building sustainable social systems Enhancing corporate value of investee companies

Information obtained from the network and knowledge as a frontrunner of responsible investment
Knowledge of external experts and information exchanged with overseas asset owners, NGOs, etc.

Fully leveraging information obtained from the global network by means of collaborative engagement

(i) Determine global issues (i) Determine local issues

E (Environmental) S (Social) G (Governance) D (Disclosure)

Integration of Japanese and
global assets & shared vision

Action plan of Top-down approach Bottom-up approach
Responsible
Investment

Division
(Integration of
Japanese and

(i) Determine topics of activities

Process

global assets) “Disclosure of action taken to risks and “Enhancement of governance”
opportunities on climate change” “Promotion of anti-corruption measures”
“Sustainable palm oil procurement,” etc. “Disclosure of non-financial information”
a (iii) Select a path of engagement .
Engagement methods (direct, collective and index) on a per-asset basis and :
according to the topic .
Selection of target companies: quantitative and qualitative .
:
L]
L]
L]
L]
PDCA cycle Path of engagement Proxy voting
L]
L]
L]
L]
L]
L]
L]
L]
Collaborative engagement In-house engagement Index engagement .
.
L]
L]
L]
L]
. L]
Investee companies y ©

Activity assessment
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Chapter 2 ‘ Responsible Investment and Stewardship Activities for Passive Investment

®49 Three distinctive aspects of passive engagement

The Responsible Investment Division carries out passive engagement that balances low cost and
effectiveness, underpinned by the three distinctive aspects of network, top-down approach, and
+Collaboration.

1 2 3
Network Selection of topics +Collaboration

Effectiveness and efficiency in and target companies using Effectiveness and efficiency of
information collection a tOp-down approaCh engagement activities

Network (Effectiveness and efficiency in information collection)

Stakeholder dialogue

We select ESG-related topics using a top-down approach that involves taking
the World Economic Forum’s Global Risks Report and the Sustainable
Development Goals (SDGs) into consideration, upon having prepared a list of

organizations ESG issues drawing on the opinions of NGOs, experts, government officials,
long-term overseas investors, labor unions and various organizations.
Resona

Various

Long-term
overseas
investors

Main information collection activities in 2019
- We participated in the ICGN Amsterdam Conference (February) and Tokyo Conference (July), and
collected information on global trends in governance.
- We participated in the PRI in Person 2019: Paris (September).
- We attended the RSPO meeting held in Bangkok (November).

_ ~ [Access to the real world] , Network developed as a forerunner of
Collection of information through dialogue with leaders in ible i t t
responsible investment and stakeholders responsible investmen

m\\We have proactively participated in the PRI Japan
Working Group as a signatory organization since the
Information capabilities Implementation capabilitiesJ establishment of the PRI Japan Network in 2008, working
: as an advisory committee member.

Effectiveness of top-down approach
achieved through active interaction
with advanced knowledge

Collaboration with

m\We serve as the joint chair and steering committee
engagement platforms

member of the Asset Management/Securities/Investment
Banking Working Group in the Ministry of Environment's

Network developed as a forerunner - Institutional Investors Collaborative o i X A
of responsible investment Engagement Forum (IICEF) Principles for Financial Action for the 21st Century.
- PRI Japan WG - CDP * PRI collaborative engagement = \We serve as a member of METI's “Study Group for
: EU”C"D}GF/LOL . + GCNJ °FARR Discussing Approaches to Making More Substantial the
Inancial Action for N . . »
the 215t Century Dialogues for Creation of Sustainable Corporate Value.

m\\Ve are also collecting information from CDP and GCNJ.

= | — e
\!,,‘?!‘”'f“'"' PR m — - | F EEET
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2 Selection of topics and target companies using a top-down approach

There is a growing need to incorporate universal principles such as environment, society, labor and
anti-corruption into the long-term strategies of companies, in order to enhance corporate sustainability.
As such, we take a top-down approach to addressing ESG issues, drawing on an external perspective

through passive engagement.

More specifically, we provide support for ensuring corporate sustainability through a process that
entails narrowing down topics using a top-down approach which involves back-casting from a desirable
future scenario as envisioned by the World Economic Forum’s Global Risks Report and the SDGs.

STEP 1 Back-cast from a desirable future scenario
R TARLARLF
E" .':I.m“ II1 GGALS

SDGs, Sustainability

New form of capital markets | =]
Circular Economy - ﬁ-!
Corporate Culture, Purpose {;} L 1:1

STEP 2 Narrow down and focus on topics

Climate
change

Pipeline of leaders in responsible investment Supply chain risk management

Interaction with NGOs
Determine specific topics

(Global issues)

Action plans

Encountering knowledge globally

STEP 3 Select target companies from a unique perspective

Relevance to the important topics
With our investee companies

Degree of impact diversifying, we have selected targets
for which we can maximize

engagement effects and are
implementing planned engagement.

We are formulating our engagement policy based on the above.

In 2019, we have newly added “diversity” to our existing “Global Issues” that include climate change
collaboration such as Climate Action 100+, supply chain risk management centered on palm oil,
corporate governance, corruption issues, and non-financial information disclosure. At Climate Action
100+, which we have been part of since 2018, we began engagement in Japan with the cooperation of
overseas pension funds.

The next page 30 contains a list of respective approaches we have used for individual issues pertaining

to ESG+D.
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D (Disclosure)

Responsible Investment and Stewardship Activities for Passive Investment

Issues determined

Climate change: Information disclosure on risks and opportunities in line with the TCFD TCFD

For high-risk industries such as automotive, steel, chemicals, and electric power, we are
requesting information disclosure in line with the TCFD Guidelines and climate change

information disclosure guidance (investor expectations) 1:
Participation in Climate Action 100+ EDF
Engaged in five-year activity to support corporate initiatives for addressing climate change

by PRI and a global coalition of investors*.

*Consists of IGCC (Europe), INCR (North America), IGCC (Australia & NZ) and AIGCC (Asia). Clinnata

This has involved compelling 100 major companies worldwide (including 10 Japanese Action 100
companies) to make commitments with respect to risks relating to climate change (The ity
Paris Agreement), and to establish frameworks and disclose information.

PRI-led engagement on climate change transition for oil and gas e

Participation in the sector-specific collaborative engagements of Climate Action 100+ (mainly |

for the energy sector) wil FH' "-"2"1.:-'.’«1

Marine plastic issue
Engaged with food & beverage manufacturers and retailers, which have a large impact on the marine plastic issue

Sustainable palm oil procurement i

Procurement and policies concerning certified palm oils lFHl' e
- Collaborative engagement on palm-oil-related companies to encourage ESG risk . e
disclosure and management improvements.
- The IWG also engaged with the ASEAN regional banks, which are the significant lender
to the palm-oil-related companies.

®
3
c
[}
=
c
o
=
S
[
w
w

Deforestation risks and human rights issues (Investor Initiative on Sustainable Forests, IISF)

- PRI - Ceres led Investor Working Group (IWG) to eliminate deforestation and address other ESG issues related
to soft commodity (beef, soy, and timber) production such as poor working conditions and land rights.

- Declared endorsement of “Investor Statement on Deforestation and Forest Fires in the Amazon,” which
requested companies to urgently redouble their efforts and demonstrate clear commitment to eliminate
deforestation within their operations and supply chains.

S (Social)

Declared endorsement of “Investor Expectations on Labour Practices in Agricultural Supply Chains” to PRI

Initiatives to protect human rights of employees, suppliers, and business partners (child labor, 3

overwork, discrimination, etc.) and risk management on labor practices in agricultural supply chains FH'
llll

| -
(assessment on labor practices, supplier communication, risk management, monitoring) |

et
Apparel & Footwear Engagement using the KnowTheChain Benchmarks

Investor Working Group encouraged the 43 target companies that have been assessed by
KnowTheChain, to sign the “AAFA/FLA Apparel & Footwear Industry Commitment to Responsible
Recruitment” to improve efforts to address forced labor risks in the supply chain.

Declared endorsement of the “KnowTheChain Investor Statement”

S
EHIN Ddmib

Declared endorsement of FAIRR's “Global Investor Statement on Antibiotic Stewardship”

Investor statement to support the establishment of a comprehensive antibiotics policy that EE“ e
includes clear timelines for phasing out routine, non-therapeutic use of antibiotics across FA!_ Ay Wy
all livestock, seafood and poultry supply chains. B C0RLDS BTN

Enhancement of corporate governance

Continue engagements aimed at:

effective monitoring of corporate management by the board, ensuring high independence of board composition, ensuring
equal rights among all shareholders, including minority shareholders, and disclosure transparency

Promotion of anti-corruption measures

ey
Promoting actions centered on key industries (construction, trading company and ..-f L Blobal Compact
finance) and global corporations, particularly involving use of the Anti-Bribery L g Pebweork Jagan
Assessment Tool released by GCNJ.

30% Club Japan Investor Group (Board diversity) 5izts

Group which consists of asset owners and asset managers. Aiming to hold constructive dialogues with Bl
investee companies’ boards to collaborate with them on effective pathways to increase gender T
diversity and equality at all levels of the organization.

Enhancement of disclosure of non-financial information [Undisclosed entity]

Promoting awareness as to the importance of non-financial information, approaches with respect to ESG, and the
importance of dialogue.

Integrated reporting

Urging companies to provide clear and concise information

disclosure and supporting them in such efforts INTEGRATED REPORTING <|R>
Declared endorsement of statement of collaboration of the

International Integrated Reporting Council (IIRC)

Enhancement of disclosure of non-financial information [Leading company]

Aiming to enhance the long-term corporate value of Japanese companies by encouraging an awareness of the “materiality”
demanded by investors among companies, adding efficacy to initiatives, and encouraging enhanced transparency and
dialogue by also promoting disclosure

FAIRR: Farm Animal Investment Risk and Return, a livestock industry initiative for institutional investors launched in 2015 by Coller Capital founder Jeremy Coller.
AAFA: American Apparel & Footwear Association
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+ Collaboration: Effectiveness and efficiency of engagement activities

The Responsible Investment Division mainly takes a direct engagement approach and draws on multiple
paths of engagement (collaborative engagement and index engagement), thereby making stewardship
activities more effective and efficient.

Collaborative engagement — For companies in Japan

Since October 2017 we have been taking part in the Institutional Investors Collaborative Engagement Program organized by
the Institutional Investors Collaborative Engagement Forum (IICEF). IICEF is a general incorporated association (ippan shadan
hojin) in Japan established to provide support that facilitates constructive and purposeful dialogue with companies that
institutional investors engage with collectively (collaborative engagements) by helping to ensure that such investors carry out
their stewardship activities appropriately.

Collaborative engagement activities carried out by the Institutional Investors Collaborative Engagement Program do not aim
to pursue short-term shareholder profits, but rather aim for long-term corporate value expansion with sustainable growth. We
have set this year’s engagement agenda as, “Information Disclosure and Collaborative Engagement with Outside Directors at
Companies Committing Misconduct,” “Causal Analysis and Taking Action Regarding General Shareholder Meeting Proposals
That Incur a Considerable Number of Opposing Votes,” “Disclosing the Need for Takeover Defense Measures in Light of Risks
of Declining Capital Market Valuations,” and “Collaborative Engagement on Cross-shareholding Policy,” and are issuing letters
to the target companies and holding meetings for direct dialogue.

m Institutional Investors Collaborative Engagement Forum

m Collaborative engagement

Governance Topics Objectives
Materiality/ Materiality identification and Encouraging awareness and
I 1E] J_j _a.; Businessty disclosure regarding business improving initiatives and disclosure
1 D W S iR —— model sustainability for the materiality demanded by
VY T t"ll - -.:': F|.i-| 4 i al model investors
Information disclosure and Information disclosure at
Handlin collaborative engagement with companies committing misconduct
) Participating institutional m\'scondguct outside directors at companies and supporting corporate culture
) ) Preliminary discussions committing misconduct and governance reforms by outside
investors: The Pension Fund among the participating directors
Association and four asset institutional investors Shareholders ~Causal analysis and taking action ~ Causal analysis and issue
management firms including meeting regarding general shareholder awareness for agenda items to
Set agenda and agree on (high ratio of meeting proposals that incur a elect members of top management
Resona Asset Management common views opposing considerable number of opposing  with high opposing vote ratios
votes) votes
. . Disclosing the need for takeover Awareness of management issues
Send Letter_s summarizing tAarllt;over defense measures in light of risks through the evaluation of the need
common views to TGS of declining capital market to continue anti-takeover measures
Institutional Listed companies targeted for valuations
investor company
Institutional engagement Collaborative engagement with Encouraging clear disclosure of the
Investors e companies engaged in objectives and policies of
i Collaborative . . cross-shareholding cross-shareholding and improving
Institutional| A=A Listed Hold meetings with sheneating the governance associated with
nvestor cEtan OmPAY | companies targeted for izl e
engagement, attended by it e Collaborative engagement on the  Encouraging the maintenance of
Institutional Holding meetings, Listed mu[tiple participating Compaﬁwies governance systems of companies  governance, information disclosure,
investor etc. compan P . et with listed parent companies and  and enhanced accountability for
pany institutional investors cUbsidiaries | SUbsidiaries companies with listed parent

Collaborative engagement — For companies in Japan and overseas

Year attended

ESG issues

companies and subsidiaries

Name of engagement / Activity platform

2016 Human rights, labor practices, supply chain UNGP Reporting Framework Investor Initiative / PRI (declared endorsement of the statement)
2017 Human rights, labor practices, supply chain Labor Practices/Agricultural Supply Chain / PRI (declared endorsement of the statement)
2017 Environment, deforestation IISF / PRI-Ceres

2017 Climate change Climate change transition for oil and gas / PRI

2018 Climate change Climate Action 100+

2018 Environment, deforestation, human rights Sustainable Palm & Soy / PRI

2019 Human rights, labor practices, supply chain Apparel & Footwear Engagement using the KnowTheChain BM

2019 Governance 30% Club / Investor Group (IG)

Index engagement

Through our investment we compel companies to more fully disclose ESG-related information by undertaking passive
investment that uses MSCI's governance-quality and ESG indexes as benchmarks.

Resona Asset Management

| 31 |

Stewardship Report 2019/2020



Chapter 2 ‘ Responsible Investment and Stewardship Activities for Passive Investment

®» @ Constructive dialogue and engagement with
investee companies (passive investment)

We clearly distinguish between the roles of dialogue and engagement. Accordingly, we define dialogue
as “promoting mutual understanding through communication with the companies”™ and define
engagement as “achieving results by deciding on issues to be addressed and discussing such issues with
the aim of finding solutions.”

The Responsible Investment Division monitors both financial and non-financial aspects of investee
companies, and actively undertakes dialogue and engagement by encouraging investee companies to
take a medium- to long-term perspective to increase their corporate value and to achieve sustainable
growth.

We conduct dialogue and engagement over a long-term trajectory with our sights set on
Equity/Passive helping to elevate markets overall. In so doing, we engage in limited selling under the
investment assumption that we will extensively maintain our shareholdings of investee company stock
on an ongoing basis.

We initiated approximately 4,000 instances of contact with investee companies for the year spanning
July 2018 to June 2019. Of that number, such contact included instances of dialogue and engagement
whereby the Responsible Investment Division visited investee companies or otherwise had investee
companies visit Resona Asset Management. The number of instances of such contact (number of
companies) is as stated in the table below.

Number of dialogues Number of engagements
(number of companies) (number of companies)

5 Passive investment for equity
2 3 [Responsible Investment Division] 55 (49) 1 98 (160)

[Total number of dialogues and engagements conducted]

Supporting universal ownership

Responsible Finding solutions to ESG issues Passive investment

investment across society

dialogue and engagement

Framework/Cooperation
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® 49 Passive investment for equity - Dialogue

Passive investment for equity involves investing in a wide range of companies and maintaining such
holdings on an ongoing basis. The Responsible Investment Division carries out dialogue on topics mainly
related to agenda items and corporate governance with the aim of making it possible to more
appropriately conduct proxy voting.

It is also revising the proxy voting guidelines related to the independence requirements for outside
directors and increasing dialogue related to the independence of outside directors. Thus far, we have first
encouraged companies to increase their outside directors, but we have also now made changes in the
proxy voting guidelines that require greater independence for outside directors. We are confirming
through dialogue what kind of opinions independent outside directors are providing at meetings of
boards of directors and how those opinions are used in management strategy.

We are also increasing dialogue on information disclosure. Many companies are now creating
integrated reports, and exchanges of opinions on the contents of those integrated reports are required.
As an extreme long-term investor, we are providing opinions on what kind of contents make for a good
integrated report. We are requesting the disclosure of how medium- to long-term changes in the
environment and society will affect long-term business strategy and working to enhance corporate value
through dialogue.

Topics of dialogue

Topics related to —— Topics related to
prevention of management
anti-social behavior Cost of capital and ROE strategies

State of investigations into targets: reducing Medium-term

misconduct and initiatives cross-shareholding; management plan; M&A;
to prevent recurrence capital allocation business structural reform

2% 3% o
Topics related to I 7% ; ° 1 3%

Topics related to

information disclosure environmental issues
Preparation and Reducing GHG emissions;
enhancement of integrated environmental vision;
report; enhancement of 7% TCFD response;
disclosure of environment- restructuring sustainability
related information organizations

Topics related to 62% ' 6% Topics related to
corporate governance social issues
Composition of boards of Human rights issues (child
directors; board diversity; labor, forced labor);
increasing and improving conflict resource issues in
independent outside directors; the supply chain

medium- to long-term
performance-linked
compensation for directors
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Chapter 2 ‘ Responsible Investment and Stewardship Activities for Passive Investment

Passive investment for equity - Engagement

m Engagements focused on corporate governance

The Responsible Investment Division is holding shareholder relations (SR) meetings with corporate directors in charge of
general affairs and other responsible parties. There were also revisions to Japan’s Corporate Governance Code in FY2018, and
we increased our engagements on diversity requiring female and foreign directors in boards of directors, as well as our
engagements on reducing cross-shareholding. Furthermore, at meetings on anti-takeover measures, we stated that not
continuing anti-takeover measures is desirable in enhancing corporate value. Additionally, we also carried out engagements to
shorten the terms of directors and to encourage increasing the number of independent outside directors.

m Engagements focused on environmental issues and social issues

As shown in the feature on page 14, starting in August 2017, we began engagements focused on procuring “sustainable
palm oil” related to environmental issues and social issues. In the current fiscal year, we continued to visit palm oil companies
and to promote the procurement of “sustainable palm oil.”

Topics of engagement

Topics related to prevention

of anti-social behavior Approaches to capital policy (uses of excess

State of investigations into misconduct cash holdings); approaches to cash flows,
and initiatives to prevent recurrence investment for future growth and shareholder

returns; policies on selling cross-held shares
3 or reducing cross-shareholding
O,
% 171%

Topics related to 71 7% - '1 o — lopics related to
information disclosure %, management strategies
Preparation and enhancement Medium-term management
of integrated report; plan; M&A; business
enhancement of disclosure of 1 6% structural reform
environment-related information

Topics related to '1 3% Topics related to
anti-takeover measures environmental issues
Reasons for ongoing anti- Deforestation; reduction of
takeover measures; content of GHG emissions

discussions among boards of

directors and approaches 1 4%

involving outside directors;

results of initiatives to enhance 25% I Topics related to

corporate value continued from social issues
previously and initiatives going ‘
forward; improvements to

anti-takeover measure schemes Topics related to corporate governance

Human rights issues in supply
chain management (child
labor and forced labor); the
Effectiveness assessments of boards of Work Style Reform

directors; enhancement involving independent

outside directors; streamlining of boards of

directors; board diversity: shortening directors’

terms of office; performance-linked

compensation for directors
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Resona’s activities

Enhancement of disclosure of non-financial information

® Support for enhancing disclosure of non-financial information for passive engagement

We organize seminars and other such forums geared to companies listed on the First Section of the Tokyo
Stock Exchange. In such forums we urge companies that have yet to disclose non-financial information to do so,
and to prepare integrated reports and other such documents. We provide support to companies that disclose
non-financial information by assisting them to determine material issues (materiality) and disclose information
that integrates business risk and materiality. Meanwhile, we provide support to companies that take progressive
action on non-financial information by assisting them with initiatives geared to enhancing their corporate value.

_ Elimination of Determination of Initiatives for enhancing
disclosure discount material issues corporate value
(Awareness) (Improvement) (Action) :
P Boosting overall

Encourage companies to take action Provide support for Provide support for eqUItY markets
using integrated reports and other determining material initiatives geared to
such documents in seminars and issues through seminars, enhancing corporate value
other lecture forums the GCNJ, etc. through direct dialogue

Companies that have yet Elimination of disclosure

Target X ) ) ; ; i s ) . !
m gni to disclose non-financial (CAonnnwﬁz{uRe: tohrit Iij];se(;L?asteegoRr;flg?Saal information Point discount
COMPANES i tormation port. Integ P (Awareness)
Mattfgr of (ji?c_lofsing ti Considering to determine material Provide support for activities We effectively build awareness by
Issues Egg_elrncagr%?d‘er;aiirg?wa lon issuels ng ! i geared to material issues and drawing on a network that includes
enhancement of corporate value companies which furnish support for

(integrated reporting, etc.) drawing up integrated reports in

conjunction with the Global Compact
Network Japan (GCNJ), government
agencies, experts and others. We also
persuade companies that have yet to
prepare non-financial information of the
importance of such disclosure, and
accordingly urge them to prepare
integrated reports.

Shift the overall curve
by index engagement

Accomplishments in
FY2018/FY2019
(April 2018 to November 2019)

Late majority i Early majority Early adopters Innovators
H Seminars featuring
—.—} ISGHUTES, el 80 i
] 4 : discussions, etc. SIS
Companies that have yetto | Companies that H Companies that take progressive
disclose non-financial E disclose non-financial E action on non-financial information Number of
information | information | disclosure attendees  Approx. 6 y OOO

I Resona’s main external activities from November 2018 through November 2019

MET) | Vvorking Group Member of the “TCFD Research Group” on MOE  “Financial ESG Literacy Study Group” Member
green finance and corporate information disclosure
“Environmentally Sustainable Corporate Awards Study
Case Study Evaluation Working Group Member of the MOE Group” Member
METI “TCFD Research Group” on green finance and corporate
information disclosure MOE “Environmental Information Preparation Standards Study
Group” Member
Investigative Research Group Member on industry security
MET! using ESG investment MOE “Environmental Index Valuation Method Research and
Investigating Body Screening Committee” Member
MOE Vice Chair of the Finance Taskforce Committee to become
a major ESG financing country toward the G20 MET! Study Group on Realizing Dialogue to Create Sustainable
Corporate Value™ Member
MOE “Environmentally Sustainable Corporate Valuation Study

Group” Member
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Chapter

ESG Integration and
Engagement on Equity/Active
Investment

In active investment for equity, through ESG integration and dialogue and engagement with investee
companies, we are fulfilling our duty as a responsible investor and aiming to improve long-term management
performance.

The Equity Investment Division is responsible for four active strategies based on its independent investment
philosophy to manage the assets entrusted to us by our clients. To provide excellent performance over the
long term, the management team responsible for each strategy continuously works to enhance management.

Amid widely shared concern over the long-term sustainability of the social economy, controlling
management risks based on an awareness of ESG issues related to the companies’ own business activities or
creating businesses that fulfill social needs is extremely important in creating long-term corporate value. Based
on this awareness, in each of our strategies, we will enhance stock selection through ESG integration and
conduct proactive dialogue and engagement to enhance the corporate value of our investee companies.

Our active strategies for equity investment are characterized by our commitment to our investment
philosophy in the individual strategies. While sharing our basic policy in responsible investment, regarding
specific investment methods, we respect the independence of each management team to ensure
compatibility with their investment philosophy. Here, we will introduce the investment philosophy of each
management team to realize excellent long-term performance improvements as well as our approach to
dialogue and engagement with investee companies.

® ESG initiatives based on the independent investment philosophy in each active investment

Materiality in Main paths to

Strategy investment philosophy performance

Topics of dialogue and engagement

Profit growth - Corporate involvement in social needs and problem

RESEAICHISCINE LS sustainability Integration + Dialogue with the capital market
Continuous « Strategies that are suitable for corporate identities
(Cl(eIoL 1N [V1gAEI M improvement in Integration - Strategy execution frameworks and corporate culture
competitiveness + Initiatives toward continuous improvement
- Motivation among the management team of enhancing
Corporate structure corporate value
Value team Engagement
reforms - Corporate governance
+ Recognition of issues and effectiveness of countermeasures
Sustainable growth
Small-cap team that captures Integration + Changes in social structure

structural changes in
society

+ Corporate philosophy shared among the management team
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#4 Constructive Dialogue and Engagement with
Investee Companies Equity/Active investment)

We clearly distinguish between the roles of dialogue and engagement. Accordingly, we define dialogue
as “promoting mutual understanding through communication with the companies” and define
engagement as “achieving results by deciding on issues to be addressed and discussing such issues with
the aim of finding solutions.”

Active fund managers and research analysts monitor both financial and non-financial aspects of investee
companies, and actively undertake dialogue and engagement with the aim of urging such investee
companies to take a medium- to long-term perspective with respect to increasing their corporate value
and achieving sustainable growth.

We conduct engagement with investee companies tailored to their circumstances to
Equity/Active enhance their corporate values, and dialogue with them in order to gain greater confidence
investment in our investment process, in addition to performing analysis of such entities in accordance
with our own investment philosophy.

We initiated approximately 4,000 instances of contact with investee companies for the year spanning
July 2018 to the end of June 2019. Of that number, such contact included instances of dialogue and
engagement whereby fund managers and research analysts visited investee companies or otherwise had
investee companies visit Resona Asset Management. The number of instances of such contact and
number of companies are as stated in the table below.

[Total number of dialogues and engagements conducted] Number of dialogues Number of engagements

_1 6 _1 2 (number of companies) (number of companies)
) Equity/Active investment

[Fund managers and research analysts] 1 ’532 (684) 80 (27)

Engagement session with company representatives

Resona Asset Management ‘ 37 ‘ Stewardship Report 2019/2020




Chapter 3 ‘ ESG Integration and Engagement on Equity/Active Investment

Equity/Active investment

Strategy Investment philosophy Focus fields

. ; L The ability to create social benefits (the ability to increase
R searc aCtlve team Profit growth sustainability “corporate profits” amid involvement with “social profits”)

Message from the fund manager

We believe that stock prices converge with corporate value over the medium to long term and that focusing on sustainable
growth in corporate value allows excess returns to be captured. To expand corporate value, in addition to financial growth and
soundness in the form of sales and profits, we also believe the company’s non-financial competence is important in its
sustainable growth. We define this competence as “the ability to create social benefits” and focus on the analysis of non-
financial information. “The ability to create social benefits” involves responding sincerely to social demands and issues through
originality and ingenuity and the ability of companies solving these issues to respond and find social needs.

The stronger social demands and issues become, the more proactively companies that can solve those issues will be
supported by consumers, business partners, employees, and society. Those companies will see profit growth from sustainable
increases in sales and higher valuations from shareholders, which are invaluable in enhancing corporate value. We believe that
the value of companies with a strong “ability to create social benefits” will increase over the long term. We emphasize “analysis
of market expectations” and analyze the background behind high or low stock price valuations from the market and changes in
the valuations. Another important factor during this analysis is the “ability to create social benefits.”

Recently, among companies calling for ESG management, there are more cases of companies formulating management
strategies around a thinking close to our “ability to create social benefits,” and both dialogue and corporate analysis are going
more smoothly. Furthermore, even though companies are equipping themselves with the “ability to create social benefits,”
there are cases where we believe this is not being sufficiently communicated to stakeholders, starting with shareholders. In
these cases, we are providing our opinions on the dialogue between the company and the stock market and the various
disclosure materials and proactively holding dialogue to contribute to corporate value creation.

Dialogue example: Supporting improved market valuations for ESG management and the

creation of integrated reports

Companies with which dialogue is being held: Midsized electronics manufacturer Company A

Conditions

In the electronics industry to which Company A belongs, technological innovation and stronger competition
are forcing many companies to transform their business structures. In the past, Company A was forced to
downsize its business, but it rebuilt a growth strategy by continuously polishing its core businesses of power
semiconductors and power electronics systems. We also believe that future sustainable growth is possible.

Dialogue and engagement

Through dialogue with Company A, we confirmed that it is aiming to help customers and society achieve further
energy savings and that it has continued to pursue sincerely technological development and improving the
performance of its devices and services. However, we also confirmed the disadvantage of Company A not fully
communicating these initiatives to the stock market as sustainable ESG management. We believe that Company A’s
style is a perfect example of proper ESG management and proposed revising its integrated report along those lines.

Company A’s initiatives and our expectations

Company A’s new integrated report clearly shows the role it should play in improving the environment and is
full of its sense of mission and passion. In this way, we reconfirm the roles and management styles of investee
companies, and by solidifying these, we expect enhanced value at those investee companies. We believe that
holding steady dialogues with companies like these is one of the ways to help build a sustainable society. We
strongly believe that the viewpoint that integrates asset management, corporate management, and society
leads to the long-term, stable performance of research active team funds.
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Strategy Investment philosophy Focus fields
. Continuous improvement in Strategies that are suitable for corporate identities
GIObal eq UltY te competitiveness Strategy execution frameworks and corporate culture

Message from the fund manager

More than 30 years ago, | became interested in pursuing profits and joined the world of stock investment. There, | was initially
taught that “the sense of purpose for the capital market and those working there is to contribute to the development of society
through the optimal allocation of capital.” | remember being naively surprised, thinking that “this is not only a place to make money,
but also to contribute to the development of society.” Since then, in my work in the capital market, | have thought of how to be
mindful of investment in terms of both achieving corporate earnings and investment performance and resolving social issues.

In recent years, more and more people think that responsible investment in the form of stewardship codes, ESG investment, and
sustainability investment is getting important. | have always thought that we can both achieve the intrinsic goal of corporate earnings
and investment performance and resolve social issues. While some see following both objectives of achieving corporate earnings
and investment performance, and resolving social issues as a paradox, we will continue to aim to realize both.

At our global equity team, our investment concept is to invest in “companies that continue to win the competition.” “Winning
the competition” does not just mean earning more than the competitors every year. Instead, companies are called on to create
a situation that benefits everyone without sacrificing any stakeholders. This is because businesses that are built on someone’s
sacrifice will not be able to continue over the long term.

We were able to independently develop our ISDK model with the cooperation of outside experts, a valuation process for
“companies that continuously win the competition” that uses various non-financial information. Through dialogues with
companies, we are increasing investment confidence based on the ISDK model, and, in certain cases, holding dialogues on how
to utilize the strengths of companies or on corporate strategies that align with the desired direction of management.

ISDK model: Method of measuring the ability to execute strategy

Dialogue example: Discussing operational streamlining and the introduction of scientific

marketing management methods

Companies with which dialogue is being held: Major precision electronics manufacturer Company B

Conditions

Company B is a precision electronics manufacturer that is strong in precision fabricating technology,
miniaturization technology, and energy-saving technology. Company B's printer business is characterized by
products with low cost and ease of maintenance, and we believe it balances earnings and resolving social
issues. While Company B has produced results thus far through selection and concentration, recently, its
results have not met expectations.

Dialogue and engagement

Company B concentrated its business fields into competitive fields, but we communicated that there is still
much room for streamlining in those fields. Furthermore, we also shared that while its products are good, it
continues to be unable to sell them. We shared the significance of introducing scientific marketing
management methods in which it clarifies the appeal of its products that should be communicated to its target
corporate clients, properly makes proposals, and shares responses and results, leading to further
improvements.

Company B’s initiatives and our expectations

We have confirmed that Company B has decided to introduce SAP and has begun initiatives to streamline its
operations. Furthermore, the company is also improving management capability by promoting clear benefits of
its products and services to its users. Through increased competitiveness through these initiatives, we believe it
will realize a balance between increasing corporate value and resolving social issues.
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Equity/Active investment

Strategy Investment philosophy Focus fields

Value team Eu?;:j:ﬂi;gisons for Motivation of enhancing corporate value among the management team

Message from the fund manager

Among Japanese companies, we believe there are many companies with the hidden potential to greatly change both their
earnings power and market valuations through improving management quality and corporate governance. In addition to discovering
these types of companies that we believe can increase their corporate value, we are holding long-term dialogues as a stakeholder
and contributing to increasing the corporate value of investee companies, aiming to maximize our fund returns.

As part of our efforts since the fund was established in 1999, we have focused on companies that have seen declines in corporate
value due to weak financial results. We are holding dialogues with those companies to identify factors that hinder increases in
corporate value and evaluating means of eliminating those factors. From the standpoint of ESG, governance is one of the critical
factors that is directly connected to corporate value increase, so we place focus on it. Specifically, we are focused on the changes of
company presidents, the improvements in governance structures, the composition of boards of directors, the use of outside
directors, subsidiary management, reviewing business portfolios, cash flow management, balance sheet streamlining, cross-
shareholding policy, and anti-takeover measures, and are holding discussions to enhance corporate value. The accumulation of
successful and unsuccessful case studies in the reform of investee companies over the long term is a valuable asset for the team.

In approaching dialogue, we have created a discussion paper to visualize the essential issues faced by companies and the
solutions, using financial data, competitor analysis, and competitor case studies, and continuously hold discussions with
management team members. We believe in the ideal of improving corporate results in a way that energizes all stakeholders,
including the employees and business partners of investee companies, and we are working to thoroughly communicate this
approach.

Dialogue example: Improving profitability, revising business portfolios, enhancing governance

Companies with which dialogue is being held: Major comprehensive electronics manufacturer Company C

Conditions

Company C's issue was low profitability deriving from the commodified hardware business and high sales
and general administrative expenses. However, using the opportunity presented by a rotation in top
management, changes in strategy and enhanced governance, we began investment after deeming that the
possibility of improved profitability had increased.

Dialogue and engagement

Since starting investment, we have held constructive exchanges of opinions with the top management and IR
representatives on 1) investor views on the company, 2) low profitability, 3) the need to reform business
portfolios, 4) room for improving cost efficiencies for the large amount of company-wide expenses, and 5) the
need for improvements in corporate governance in the form of using outside directors and reducing the
number of subsidiaries and executive officers. We have confirmed that the management team has a high level
of awareness of the issues at hand and held dialogue on future policy and specific actions.

Company C’s initiatives and our expectations

Regarding management strategy, Company C has accelerated sales of commodified, non-core businesses and
begun to improve cost efficiencies for the large amount of company-wide expenses. Regarding governance, it
has reduced the number of executive officers by half and the number of subsidiaries by around 20%. \We have
confirmed that progress has been made on the points we expected to be improved and also on the elements
we have shared through dialogue with Company C. As a result of these efforts, profit margins which had been
stagnant at around 2% at the time investment began are improving, and we see this as a successful case study
that has begun to produce results.
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Sustainable growth backed by Demand creation and expansion with the structural changes in society
Small-cap team structural changes in society Management team/corporate philosophies

Message from the fund manager

The investment philosophy of our team is to invest in companies that capture “demand growth in line with the structural
changes in society.” This year marks 22 years since our company was founded in 1997. During that time, through our
unchanging investment philosophy, we have continued to see changes in society, identified and invested in the necessary
companies, and engaged with them as necessary as we evolved over time together. Through this process, | have truly realized
that there have been large qualitative changes in society over the past 20 years. Rather than economic growth and political
conditions, | feel that these changes involve a deeper, spiritual level of human desire that is more emotional and sympathetic.

These types of qualitative changes are not limited to consumer behavior. There is more empathy and dialogue in areas
involving diverse parties such as individuals and society, society and operating companies, operating companies and investors,
and investors and asset owners. | believe that these connections are beginning to grow stronger and become more interlinked.
As fund managers at an investment manager, we are aware of our role in being part of the start of large social changes. Using
the knowhow, insight, emotion and passion we have accumulated as mobilizers, we will interact with companies and devote
ourselves to realizing a better society.

Dialogue example: Evaluating the validity of growth investment and short-term results, discussing

business strategies in line with the vision behind the company’s foundation

Companies with which dialogue is being held: Online life insurance startup Company D

Conditions

Company D is Japan’s first online life insurance company. Company D was established to thoroughly identify
and improve the inefficiency and unreasonableness of the Japanese life insurance industry and to provide
high-quality insurance products at low cost. While Company D started off steadily winning new co