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Message

First, as well as offering our condolences to those
who have lost loved ones to the novel coronavirus
disease (COVID-19), we convey our heartfelt
sympathies to those who have contracted the
disease, their families, and others worried by the
current situation.

In addition, we wish to express our sincere
gratitude to medical professionals and to others
working diligently to maintain social and economic
activity. While placing the highest priority on
ensuring the health and safety of our employees,
their families, our clients, and those employed at
investee companies, we will do our utmost efforts to
fulfill the duties of the asset management business.

Our 201972020 Stewardship Report contains the
following statement: "The responsibility of the
investment manager is no longer limited to
investment results, but is extended towards
achieving sustainable society.” Climate change and

Corporations are playing
a sustainable society.

other ESG factors are already presenting real risks
and opportunities to companies, and have been
incorporated into the investment process for some
time now. However, we have come to the realization
that taking another step forward to use the power of
financing with the aim of achieving a better future
has become one of the responsibilities of asset

management companies.

Over the past year, in addition to securing the
management resources necessary to move ahead
with resolving these issues, we began a variety of
activities centered on the Responsible Investment
Division. In the 2019/2020 Stewardship Report, we
discussed the kind of society we wish to achieve.
For the year 2020/2021 we have gone a step
further, selecting and prioritizing the important
engagement issues that we believe Resona Asset
Management should address in order to achieve
such a society. This has clarified the level of
consistency with past engagement topics. Moreover,
with a focus on the engagement topics of climate
change, reforestation, and job creation, we have
utilized the cutting-edge framework by referring to
several advanced studies to carry out impact
assessments. It is through such a framework that we
have been able to set out routes to integration,
engagement and impact assessment.

Resona Asset Management has also worked
proactively with Japanese and overseas institutional
investors, centering collaborative engagement as an
efficient and effective mechanism for implementing
these activities, broadening their scope, and
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Foster a Corporate CUI.ture The officers and employees of Resona Asset Management conduct business

genuinely for the sake of our clients based on high standards of professionalism.

Professional ethics for
asset managers Code of conduct

Compliance with laws
and regulations

Professional ethics Corporate mission Legal compliance

(i) For the sake of our clients We support and promote the asset

(ii) Reject personal gain formation aims of our clients drawing

(iii) Pursue improvement of on the asset management skills of the
expertise and skills Resona Group developed over many

years in the field of pension fund
management as well as our extensive
expertise pertaining to diversified
portfolios of long-term investments in
Japanese and foreign assets.

(iv) Responsible investment

(v) Contribute to the
development of financial
and securities markets

(vi) Contribute to society

- Basic obligations of asset

management

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

managers

- Management of personal

information

Pledge (Commitment)

(i) Pledge to clients

(i) Pledge to investee companies

(iii) Pledge to capital markets

(iv) Pledge to shareholders

(v) Pledge to pursue
professionalism

(vi) Pledge to compliance with
laws and regulations



achieving greater selectivity by participating in a
diverse range of platforms. It is through such
initiatives that we aim to maintain our commitment
to using our own power to ensure a better future.

One important measure we will implement going
forward is a further strengthening of impact
management. We will pursue impacts of greater
scope and continuity, and seek more compelling
impact explanations, through such initiatives as
expanding impact themes, giving closer
consideration to negative impacts, and broadening
the range of eligible instruments. In addition to
further intensifying both unilateral and collaborative
engagement activity, we will take a more proactive
approach to using the power of financing to fulfill
our commitment to ensuring a better future, such as
by expanding stakeholder dialogue and broadening
our involvement in public engagement (participating
in policy planning as external committee members,
responding to requests for public comments).

As shown by the recent commitment, made by
Prime Minister Yoshihide Suga in his keynote speech
to the Diet, to cutting Japan’s greenhouse gas
emissions to effectively zero by 2050, the direction
to take in dealing with environmental problems is
being determined at a global level, and is
accelerating the switch to new industry structures.
Moreover, as if revealed by the COVID-19 pandemic,
the challenges faced by society have also become
increasingly clear. We are not so arrogant as to
believe that ESG issues, including these, can be
resolved solely through the power of financing.
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an increasingly influential role in achieving

However, taking into account the function of supply
chains in a globalized world economy, corporations
are playing an increasingly influential role in
achieving a sustainable society.

In such an environment, as members of global
society we in the asset management industry must
give behind-the-scenes support to sustainable
corporate growth, by committing solidly to
engagement and other activities, thus fulfilling our
roles and responsibilities within the context of this
larger trend.

We believe that this contributes not only to
achieving a sustainable global environment and
society, but also to raising the corporate value of
investee companies over the long term, to the
development of sound capital markets, and also to
long-term improvements in investment performance.

As a responsible long-term investor, we, Resona
Asset Management, will continue to embrace
increasing social responsibility. While we continue to
conduct effective stewardship activities, we will
contribute to achieving a sustainable society, both
by facilitating long-term growth in the corporate
value of investee companies and by helping find
solutions to social challenges.

Akihiko Nishioka

Representative Director and President
Resona Asset Management Co., Ltd.

Chapter 3 Passive Investment Stewardship Activities
Engagement plan for FY2020

44-53 | Engagement report

Constructive dialogue and engagement with
investee companies (Passive investment)

Chapter 4 ESG Integration and Engagement on Equity/
Active Investment

Chapter 5 ESG Integration and Engagement on Fixed
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Chapter 6 Resona’s Proxy Voting

Chapter 7 Assessment of Responsible Investment and
Stewardship Activities
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Asset Management
Company of
the Resona Group

o Yoh

O Asset Management Company of the Resona Group

®Resona Asset Management was established in August 2015 as the asset management company of the
Resona Group. By consolidating the trust asset management functions of the Resona Bank in January
2020, it became one of Japan’s leading asset managers both by asset size and asset management
framework. (As of the end of September 2020, assets under management were approximately ¥28
trillion, and there were around 100 asset management professionals)

®Resona has a track record in asset management of over 58 years.* Over that time it has accumulated
the know-how to provide stable and sustainable returns over the long term, primarily through corporate
and public pension fund management.

® The Resona Group is one of the leading commercial banking groups in Japan, and aims to be No. 1 in
retail. By combining our networks both inside and outside the Group with management capabilities
developed over many decades in pension fund management, we will provide instruments and services
for which clients have a genuine need.

*Calculation includes Resona Bank period

Our Purpose

We believe that both investee companies with sustainable businesses, and a sustainable society and
environment that constitutes the base for corporate activities, together help protect the assets entrusted
to us by clients, and underpin the sustainability of client lifestyles.

By practicing responsible investment activities and seeking to make the desirable economic systems of
the future a reality, we discharge our fiduciary responsibilities as an asset manager that can provide
abundance and happiness to future generations as well as our own.

An asset manager that can provide abundance and happiness to future generations as well as our own

Desirable economic systems of the future

Sustainability of
client lifestyles

Sustainability of
society and
the environment

Sustainability of
corporations

Fiduciary duties
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O Initiatives to further enhance our asset management

Our vision

Clarification of our vision and strengths as an asset manager, and initiatives to achieve our goals

- Clarification that Resona Asset Management (1) contributes to the asset-formation support business as
Current the asset management function of the Group, and (2) aims to develop the business by leveraging its
asset management capabilities

- In order to achieve our vision, we are committed to a policy of continuously implementing measures
Future such as enhancing our human resources assessment system, strengthening fund governance, and
conducting research and development aimed at reinforcing our asset management capabilities

Governance

Demonstrating functions that provide checks on management and fund management from the
perspective of client interests

- When asset management functions were consolidated in January 2020, Resona Asset Management
Current moved to a Company with an Audit and Supervisory Committee structure as well as two independent
outside directors for the purpose of enhancing governance.
- An Investment Committee and Investment Assessment Committee were set up at the time the company
was established

- Conduct review of internal discussion forums with the aim of further intensifying and developing previous

Future initiatives for fund governance

Understanding and cooperation of the parent company in relation to the asset management business

- Adopted a professional asset manager personnel system in 2008, and established an independent
Current structure for personnel assessment and compensation
- Clarified roles and business objectives of Resona Asset Management within the financial group in
September 2019, and worked to achieve shared awareness with the parent company

Future - Continue dialogue with the parent company with the aim of achieving our vision

Management setup

Put in place a management setup that places the highest priority on client interests and that focuses on
long-term asset management

- Our top managers are all individuals with business experience in long-term asset management
Current - Managers of our investment-related departments are appointed from those with many years of
experience in asset management

- Revise management appointment process and compensation structures, etc. in order to create a

Future mechanism for the promotion of promising personnel
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g‘) Strengths of Resona Asset Management

Resona Asset Management'’s roots lie in the trust bank industry, and it is oriented towards
the so-called “trust bank model.” The trust bank model is not dependent on short-term

Trust bank profits, is based on the concept of fiduciary duties, and involves the duty of a strong and

model long-term commitment to clients. As a result it aims to continuously generate profits over

the long term.

1 Responsible investment

We have adopted the concept of universal ownership and promote
responsible investment activities. We also practice an engagement
strategy geared to finding solutions to ESG issues across society by
identifying responsibilities for social sustainability.

2 Network

We leverage the network we developed as a pioneer in responsible
investment to gather information by interacting proactively with holders
of advanced knowledge. We also implement collaborative engagements
through our connections with various engagement platforms.

8 History

We began managing assets in 1962, and focused mainly on corporate
pension fund management. In 2008 we became a signatory to the PRI, and
have been participants in the PRI Japan network since it was first
established. We have also built up a track record in responsible investment
through our work as chair of the PRI Japan WG and other roles.

4 Asset management framework/
Human resource development

We have built an asset management framework underpinned by
approximately 100 asset management professionals, primarily
analysts and fund managers. While pursuing specializations matched
to asset management style, we seek to share know-how related to
responsible investment.

Professionals must embody attributes in three realms

Art Degree of professionalism

Insight, intuition and
inspiration

Craft

Experience,
artisanship and skill
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Total number of dialogues and
engagements conducted
(Total of active and passive)

1,874

Number of times invited to serve as
external committee member, etc.

15

History of asset management

58 years

Asset management professional

aoprox. 100

Number of engagement agendas

17

Number of times participated in
collaborative engagement platforms

11

Year in which we became
a signatory to PRI

2008

Number of meetings held to
share information related to
responsible investment

49

Qualifying as a professional

O A professional possesses knowledge mutually forged through

hard work

O A professional is valued within and outside the organization

initiative in making decisions

Craft

Stewardship Report 2020/2021

O A professional faithfully performs his or her job and takes

Art



O Trends in AUM Instrument development

and investment education
know-how for individual
investors

Resona
Resona Bank Asset
Includes predecessors The Daiwa Bank, Ltd., 2015 Management 2020
The Asahi Trust & Banking Co., Ltd., Resona Asset AppI’OX.
The Daiwa Trust & Banking Co., Ltd.,
and Resona Trust & Banking Co., Ltd. Agz::kﬁinr::gt 2 8
¥ trillion
Know-how in diversified
2019 portfolios of long-term
2003 Approx. global investments
accumulated through
1962 1987 Approx. ¥1 8 trillion management of pension
fund
Establishment Approx. ¥ 1 O trillion
of Asset —-
Management ¥8 trillion Consolidates asset
_g management functions of
Business Resona Bank

Grew share primarily Accumulated know-how At p re Se nt

through pension funds for in diversified portfolios of
e el e innsiiss Rising expectations for investment
services such as the move towards
the “100-year life,” and the switch
rom saving to asset formation
Around 1990 Around 2000 fi ing f i
Expansion of corporate Deregulation pertaining to
pension market pension fund asset allocations

and scope of portfolios

O Composition of AUM O Organizational framework

Retail—\ rOther ¥0.7 trillion, 2.3% General Meeting
¥0.9 triltion, of Shareholders
3.3% \ |

Corporate

peElem Resiic) & Bliadans Audit and Supervisory
¥4..8 trillion, ¥21.8 trillion, Committee
17.1% Balance/percentage 77.2%

by client

Internal Audit
Office

Representative Director
and President

Executive

Responsible Investment Responsible investment
Committee i

Committee verification committee meeting

Asset Management
Committee

Investment Evaluation
Committee

Compliance and Risk
Management Committee

Other Global fixed income ex. Japan
¥2.9iion, 10.4% ¥183.4 trition, 47 .5%

E - N '

¥2 1 tritiion, Investment Planning Division Client Services Division

7.5% Index Investment Division Asset Management Client Services Division

fJiiggnigiim. Balance/ percentage Fixed Income Investment Division Fund Administration Division

¥2.2 tillion, bY asset tYPe Equity Investment Division Information Technology Planning Division

7.6% Responsible Investment Division Investment Risk Administration Division
Trading Division Corporate Administration Division

Japanese equitiesJ

Compliance Office

¥7 .6 trillion, 26.9%
(As of September 30, 2020)
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Chapter /

Resona’s Responsible
Investment

() 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.

Climate Environmental

m Changes in the social and economic environment surrounding companies i
change

ComspEiE Increasingly ~Income
b severe problems inequality:
pursuit of individual . ©p

v~ involving external

diseconomies

Asset managers must The notion of responsible investment
create socioeconomic systems is an indispensable aspect of
as a means of taking responsibility sustainable development

m The role of Resona as an asset manager

(i) Practice an engagement strategy (i) Fulfill its role in acting as a

geared to finding solutions to ESG responsible investor with respect to Formulate basic policy on

issues across society by identifying providing support of universal
responsibilities for social sustainability. ownership as a long-term investor

responsible investment

O Resona’s track record of responsible investment

Injection of public funds

Embarked on a fresh start Involvement as Start of ESG Introduction of the Chaired the Corporate
as a company that society an initial member integration and concept of universal ~ Working Group of PRI
allowed to survive Signing the PRI of PRI Japan PRI reporting ownership Japan Network

2008 2010 2012 2013 2014

Signing the CDP  Introduction of ESG investment criteria

AN Drafted manuals and held briefing sessions
N\ 2010 N\ (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
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') 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.

The unexplored “desirable economic systems of the future”

Policy of Resona Asset
Management (Purpose)

of beneficiaries

Enhancement of corporate value and
medium- and long-term investment return

Basic policy on asset management

-

Basic policy on responsible investment

Those involved maintain a shared understanding of

the aims and spirit of general principles

Specific
initiatives

1 Toincorporate ESG (Environmental, Social and
Corporate Governance) issues into investment process

2 Constructive dialogue and engagement

3 Appropriate proxy voting

Identifying material issues

Engagement agendas and KPIs

Chaired the Asset
Management, Securities and

Investment Banking Joined Institutional
Joined PRI Working Group of the Investors Collective
collaborative Principles for Financial Engagement Forum

engagement Action for the 21st Century  (IICEF)

2015

AN
2015

2016 2017

-Adoption of the 2030 Agenda for

Sustainable Development

-Adoption of the Paris Agreement

Resona Asset Management

|7 |

Member of the
Committee on

Basis
(Principles, International Standards)
v

Japan'’s Stewardship Code

5.1:_|u||:|.!a;|r_|.' af:
[ | Principles for
[ 1 | Rewpangible
EEN Investmemnt

@  BAEERE
Srveouns L) I EN EH PN ES
o

UN Guiding Principles on
Business and Human Rights

SEEEUE OECD Guidelines for
Multinational Enterprises

As Deputy Chair of ESG
Financial Strategy Task
Force, drew up “Strategy

Principles for needed in order to Joined ICGN,
Financial Action for ~ become ESG financial ACGA and
the 21st Century superpower” proposal AIGCC
Joined Climate Action 100+ N N
2019 2020
‘Drew up long-term growth *Prime Minister Yoshihide Suga announces
strategy for Paris Agreement Japan’s aim to be carbon-neutral by 2050

+G20/0saka Blue Ocean Vision -Launch of Japan's National Action Plan

based on the UN Guiding Principles on
Business and Human Rights
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Chapter / ‘ Resona’s Responsible Investment

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.

O 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

Central platform for promoting PDCA cycle
Chairman: President

Committee members

Each Division
(Equity Investment and Fixed
Income Investment)

External expert:
Professor Takeshi Mizuguchi

= 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 Responsible Investment Division
of the Responsible Investment Committee

[ | Viewpoints and information on
passive engagement function

Responsible investment meeting
(on a weekly basis)

Equity Investment Division

President and key members including Fixed Income Investment Division
executive officers responsible for Asset
Management Unit, and general

managers of related divisions

Viewpoints and information on
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.

m 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 on stewardship activities
investment process - Deliberates on proposals for which a definitive decision is not possible

- Constructive dialogue and engagement - Reports on stewardship activities

- Resona’s proxy voting - Results and review of proxy voting for Japanese and global equities

- Reports on 2020 PRI Reporting
- Discusses plans for dialogue and engagement, and reports on the results

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.

m 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 ESG incorporation
devise solutions and improvements.

i We conduct proxy voting by considering
Self-assessments on . analyses of surveys encompassing
Proxy voting 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. stewardship code

Responsible investment meeting

- The responsible investment meetings are held on a

weekly basis to regularly share information and = Topics covered at responsible investment meetings
exchange opinions on matters related to responsible (September to November 2020)

investment, news flow as it pertains to ESG issues, - Biodiversity Pledge

and progress made in dialogue with companies by - Climate Action 100+ Net-Zero Company Benchmark
respective divisions. - 1SS Global Policy Survey

- Through its meetings and other forums, the
Responsible Investment Division shares information
and exchanges opinions with each relevant division,
and accordingly submits action policies and other
documents to the Responsible Investment Committee.

- Follow-up meetings for Japan’s Stewardship Code and Corporate
Governance Code

- Press release regarding Asia Investor Group on Climate Change
(AIGCC) keynote speech by Japanese government
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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 twice a year
Secretariat: Business Administration Group, Investment Risk Administration Division

Members
Chiharu Baba Outside Director of Resona Holdings, Inc.
(Chairman: Former Deputy President of Mizuho Trust & Banking Co., Ltd.)
Ryo Tsuchida Outside Director of Resona Asset Management Co., Ltd.

(Professor, Sophia Law School)

Shoichi Tsumuraya  External expert
(Associate Professor, Graduate School of Business Administration, Hitotsubashi University)

Major items reviewed
Appropriateness of guidelines on proxy voting (Japanese equities, global equities)
Appropriateness of proxy voting activities (Japanese equities, global equities)
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 sixth committee meeting (held in February 2020) Changes to proxy voting guidelines for Japanese and global equities
- The seventh committee meeting (held in August 2020)  Proxy voting results for shareholders meetings during July 2019 to June 2020
The suitability of the topics subject to review was verified at the responsible investment verification committee meeting sessions listed above.

Collaboration aimed at the common objective of enhancing
corporate value, and verification of responsible investments

Asset owners, institutional investors including us, and the management of investee companies all
have the same objective, namely enhancing corporate value over the medium to long term.
However, at the same time, it is well known that the agency problem exists between shareholders
and company management, and between asset owners and institutional investors, and it is also
widely understood that precisely because of the existence of the agency problem, company

management is considered to have a fiduciary duty to shareholders, and institutional investors have Ryo Tsuchida
a fiduciary duty to asset owners. While in responsible investment the objectives are shared there is Member of -
still a structural conflict of interests, and we see our role as verifying whether or not Resona, as an Cifﬁigiﬁglfc'gfﬂizt
institutional investor, is discharging its responsibilities to the asset owners appropriately. meeting

Over the past few years, and even after the launch of the responsible investment verification Outside Director of
committee meeting, the environment for responsible investment has changed dramatically. Nowadays, Resona Asset

the guidelines of proxy voting have been expressed more clearly, and results have been disclosed at an Management Co., Ltd.

individual company level. In the midst of these changes, we are being required not only to perform
simple verification of our voting results and their guidelines, but also to hold forward-looking
discussions on what should be done to achieve the shared goal of raising future corporate value.

At every meeting of the responsible investment verification committee, in addition to verifying
proxy voting guidelines and the individual voting results, we put time aside to discuss the
significance of shareholders meetings, governance mechanisms, the ideal approach to executive
compensation and other fundamental themes of corporate governance, which results in lively
exchanges of views between the committee members and the Resona Asset Management team.
We do not always reach conclusions easily, and neither do these discussions have an immediate
impact on proxy voting policies, but they do form part of the foundation for Resona to achieve its
goal of “GOOD Governance.”
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O 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
(i) All proxy voting cases other than (i)

= Management framework

Resona Asset Management

Responsible investment verification committee meeting

IS
@
. Third-par

Pr.oxy voting/ verificgtiotr{ % 8
Dialogue and engagement Q07
c 2
a

=

Monitoring <4

Responsible Investment Division [

Companies

Group companies
X Prohibited

interference

Conflicts of interest

Business relationship
Corporate banking divisions
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Chapter 2

Responsible Investment and
Stewardship Activities at
Resona Asset Management

Future Taker

External

diseconomies A

Dialogue

Support on
Climate proxy voting

change Engagement

and dialogue

Income
inequality

Ivities

Top-down

Network
approach

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

NEIE
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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capital markets
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Unexplored
economic system

Inclusive socioeconomy

Sustainable environment

Corporate culture, purpose
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Chapter 2 ‘ Responsible Investment and Stewardship Activities at Resona Asset Management

O Resona Asset Management’s goal

New forms of capital markets and
unexplored economic systems

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

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

Basic approach

Given the long-term global issues posed by external diseconomies, we have positioned

the unexplored “desirable economic systems of the future” as the realization of
(1) Inclusive socioeconomy, (2) Sustainable environment, and (3) Corporate culture and purpose.

Long-term global issues The unexplored “desirable economic systems

Climate Income

Inclusive socioeconomy

change Environmental inequality
issues

1 Social and economic systems that can
realize a sustainable society through fair
and just transition

Global population growth

Further poverty, food shortages, environmental
degradation, water shortages, decreased public

security, and migrants and refugees in developing Sustainable environment
countries o . .
Loss of biodiversity, and severity of impacts from 2 ULl B0 MU IECI el

consumption, disposal model to a “Circular

climate change
& model” with long-term perspective

Greater global health risks
Shortcomings of social safety nets, wealth and
income inequality

Rapid digitalization, utilization of Al, and automation Corporate culture, purpose

Work style reform, and increasing non-regular 3 Understand the corporate culture and philosophy of
employment the investee company Re-recognize the goals and
Growing complexity of supply chains, and rising roles of the company, and board’s functional role

number of migrant workers
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Ld Inclusive socioeconomy

Sustainable environment Corporate culture, purpose

By linking the externalities such as sustainable environment and inclusive socioeconomy
with the internality such as corporate culture and purpose, we believe that we can realize
the desirable economic systems of the future.

of the future” Engagement agenda

® Address child labor and forced labor issues in supply chain

management! improve Working COﬂditiOﬂS ................................................
® Healthy and safe lifestyle (Sustainable food supply chain) «««eceeeeeeeeeeereeeees P48
.D|Vers|ty and |nclu5|on ........................................................................... m
@ \Workplace health and safety, employee wellbeing -« eereeeseereeeieeeee [ P52 ]
) Biodiversity and forest CONSErvation ««-x-rorrrrrrrrermrmeeeiii m
o Effective utilization of resources, and resource circulation

(mar]ne plastlc Waste) .............................................................................. P47
o Climate Change ....................................................................................... m
® Corporate ethics/Fair business conduct and anti-Corruption «--«««--------oo.- [ P50-53 ]
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Chapter 2 ‘ Responsible Investment and Stewardship Activities at Resona Asset Management

Re-consideration of prioritizing our materiality

In 2020 we have re-considered our “Materiality” towards realization of the “desirable economic systems

of the future” (please see page 12 to page 15 for details).

m Selection of our materiality issues

In addition to the annual ESG issues selection process, we have prioritized our ESG issues by mapping them into 2
dimensions, which are “Importance to Long-term Investment performance,” and “Importance to Sustainability.”

m Selection process of our materiality issues

Listing up materiality

issues Selection of ESG issues

Assessment Established assessment criteria & method on:
framework - The “Importance to long-term investment performance,” X axis, and
- the “Importance to sustainability,” Y axis.

Materiality
assessment Prioritize ESG issues.

v

= Materiality Mapping and long-term changes in importance

Output

List of ESG issues
(Approx. 30)

Assessment criteria & method

Materiality assessment
(Results of materiality analysis)

The below map shows the result of prioritized Material Issues. We have also taken the impact on Covid-19 Pandemic into
considerations. Issues with arrows are ESG issues, of whose importance (materiality) has risen from the Covid-19 Pandemic.

This “Materiality Mapping” was conducted by the advice of BSR.

©®Governance @Environment . Resilience on
©Society/Human capital living foundation

®Society/Community
@Society/Products, services and society

[Child labor and forced labor]
J

o

[ @
Water Inclusive
resources | | P ° community
[Eﬁective utilization of resources,]

and resource circulation
®

Environmental

Biodiversity
and forest

: Diversity and
conservation inclusion

pollution and

Product quality and safety,

,
|

|

|

|

|

|

| - -

| (<o o
|

|

|

|

|

|

1

waste management Employment

social impact of product and services]

. ?
Privacy Corporate ethics/
Fair business conduct

Workplace health and safety,
[ Access to products &

employee wellbeing
services and affordability

Importance to sustainability

Community development and
rights of indigenous people

Importance to long-term investment performance

* This “Materiality Mapping” was conducted by the advice of BSR
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m Definition of material issues selected

[

Climate change

Biodiversity and forest
conservation

Child labor and forced labor

Product quality and safety, social
impact of product and services

[

Diversity and inclusion

Anti-corruption

m Covid-19 effect on ESG issues
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Child labor and forced labor

Workplace health and safety,
employee wellbeing

Employment

Labor practices

Community development and
rights of indigenous people

Inclusive community

Resilience on living foundation

Access to products & services
and affordability

Privacy and data

Product quality and safety, social
impact of product and services

- GHG emission from corporate activities and value chain
- Use of renewable and non-renewable energy
- Adaptation, physical risk assessment and risk management

- Impact on deforestation, diversity of animal/plant species & genetic, natural ecosystem through

by corporate activities (such as harvesting natural resources, land development & land use).
Impact that can adversely affect the integrity of a geographic area or region, either directly or
indirectly, by substantially changing its ecological features, structures, and functions across its
whole area, and over the long term, so that habitat, its population levels, and the particular
species that make the habitat important cannot be sustained.

- All work and service that is exacted from any person under the menace of any penalty and for

which the said person has not offered herself or himself voluntarily. Involvement on child labor
and forced labor through corporate activities and throughout the supply chain.

- It is applicable to both permanent and temporary employment contract.

- Ensuring product quality and safety.
- Fair and responsible marketing communications to enable consumers to make decision with

sufficient information.

- Diversity and opportunity in all levels of the company. including board of directors.
- Discrimination and harassment.

- Bribery, facilitation payments, fraud, extortion, collusion, money laundering.
- Includes involvement at corporate activities and value chain.

- COVID 19 is impacting more on the economically vulnerable workers. A number of workers

who are more vulnerable to potential human rights abuses are increasing.

+ The concept of occupational safety and hygiene which used to be emphasized mainly in the

manufacturing industry became more important for the non-manufacturing workers, especially
those of essential workers (medical, retail, life-related services, etc.) regarding infection prevention.

+ The economic downturn has put further pressure to employment, and the unemployment

rate is worsening.

- In particular, the negative impact is higher for non-permanent workers, Gig workers, and

migrant workers. Further to that the situation is severe, as remedies may not be fully applied.

- As a side effect, the safety nets issue for non-regular workers is apparent.

Social expectation for the review the working conditions will likely arise.

- COVID 19 is impacting more severely to countries and regions with vulnerable health care system.

Risk on negative chain reaction such as poverty, food shortages, and security deterioration is increasing.

- Expectation towards improvement of resilience of corporate value chains and corporate

contribution to the local community is expanding.

+ The economic downturn is forcing a greater negative impact on SMEs and micro-enterprise

(such as the tourism, restaurant, and service industries), and there are concerns towards
further economic disparity.

- Unprecedented risks have shown to threaten the living foundation.

Necessity for higher resilience to natural disasters and various risks in the future, maintaining
socio-economic/living foundation has been strongly recognized.

- There is an urgent need for a stable and fair supply of daily necessities such as medical care

and food.
With the progress of digitalization on education and various social services, improvement on
access to products/services for vulnerable groups of citizens is becoming more important.

- Due to the rapid progress of digitalization and the strengthened monitoring of personal

activities & information by the governments, the risk on privacy invasion is increasing.

- Solution for social issues and society contribution by making the best use of core

competencies (such as products/services, technologies, business models) are becoming
more important, as the importance of corporate value is more recognized.

* Shaded ESG issues are those where there have been significant changes in importance.

Resona Asset Management
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Chapter 2 ‘ Responsible Investment and Stewardship Activities at Resona Asset Management

Addressin g climate Change (response to TCFD recommendations)

In November 2020 we have donated supports to the recommendations of the Task Force on Climate-
related Financial Disclosures (TCFD). In this section, we will disclose our climate-related governance
structure, strategy, metrics & targets, and risk management. We will strengthen our recommended
framework and improve our climate-related disclosures going forward.

P
(J Governance

Governance structure

- The TCFD information is periodically reported at the Board of Directors meeting, which includes two
independent directors.

- Climate risk, integration, engagement activities, and engagement plans are reported and discussed at
the Responsible Investment Committee.

Operational flow

- The Responsible Investment Division conducts climate risk analysis.

- The Climate risk & opportunity analysis and the strategy is shared and discussed within the investment
function.

Governance structure

Board of Directors
(Two independent outside directors)

Executive Committee

Responsible Investment Committee

- ldentify, assess, and discuss climate-related risks and opportunities
- Report on integration process and engagement activities on climate-related risks and opportunities

Responsible Investment Division Equity Investment Division Fixed Income Investment Division

Index Investment Division Investment Planning Division Investment Risk Administration Division

() Carbon metrics
- We are calculating four carbon metrics of our portfolio to analyze climate-related risk and opportunities.
- On page 19, we have disclosed the climate metrics of our equity and corporate bonds in our Japanese
and global portfolios.
- We are calculating benchmark values in alignment with the same monetary sums as those of our
investment portfolios.
We are using GHG emission data and tools from Institutional Shareholder Service (ISS).

Benchmarks (BM)
Japanese Global Japanese fixed Global fixed N
equities equities income income ex. Japan
MSCI ACWI NOMURA-BPI Bloomberg Barclays Global

TOPIX Aggregate Bond Index
(ex. Japan) (corporate bonds) (corporate bonds)
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= Metrics

Assets GHG emissions GHG emissions Carbon footprintMote 1) | Carbon intensity™Note 2) cx%ﬁ?ﬁf:nii\s(rﬁ §:3)
Scopes 1&2 (tCOze) Including scope 3 (tCO:e) (tCO2e/M USD) (tCO2e/M USD) (tCOze/M USD)

Japanese equities 16,803,729 54,548,921 240.02 177.78 87.97
BM of Japanese equities 16,679,614 54,155,544 238.25 175.65 85.96
Global equities ex. Japan 2,326,896 9,616,925 121.51 229.56 204.36
BM of global equities ex. Japan 2,316,547 9,541,564 120.97 229.67 187.00
Japanese fixed income, corporates 322,947 853,483 275.61 386.34 371.26
BM of Japanese fixed income 443,358 1,175,412 378.36 463.75 514.15
Global fixed income, corporates 39,710 187,244 73.72 186.97 188.40
BM of global fixed income 52,692 237,823 87.82 212.63 247.66

(Note 1) [GHG emission (Scope 1&2)]/Portfolio value

(Note 2) [GHG emission (Scope 1&2)]/Z(Amount invested/Market cap * Sales revenue)

(Note 3) Z[Portfolio weight * GHG emission (Scope 1&2)]/Sales revenue

* Market cap and enterprise value (Market cap + debt) are used for metrics calculation for equities and fixed income, respectively.

Japanese and global equity portfolios
- The carbon footprints and the weighted average carbon intensity of the equity portfolios are higher
compared to the benchmarks, because:
- Some of the Japanese equity fund has high weighted average carbon intensity characteristics.
- The global equity portfolio has a higher percentage of emerging markets compared to the BM.
Japanese and global equity comparison
- The weighted average carbon intensity of MSCI ACWI is higher compared to TOPIX. The carbon
footprints of sector contributions are similar between TOPIX and MSCI ACWI, but the weighted average
carbon intensity of the materials and utilities sectors is higher for MSCI ACWI.
Fixed income (Japanese and global) portfolios
- Carbon footprints and the weighted average carbon intensity are lower compared to the benchmark,
because the lower allocation to the utilities and materials sectors.
- Carbon intensity is higher compared to the equity portfolio, because the higher allocation to the utilities sector.

m Sector contributions to GHG emissions (including Scope 3)

- Contributions on utilities and materials sectors covers about 70% for Japanese equities.
- The largest sector contributions are similar with the global equity portfolio, but the weightings on energy sector is higher.

Consumer discretionary 4% ii Consumer discretionary 2%

Japanese T ~—
f Consumer staples 2% B Consumer staples 3%

equities
Erergy 6% Energy 20%

Utilities 38% _?—lndusmals 13% Utilities 38% [ Financials 1%
Information technology ~ 2% Industrials 6%

* Global Industrial Materials 35% \\nformation technology 2%
Classification Standard Materials 28%
(GICS) sector classifications

= \Weighted average GHG intensity sector contributions

The weighted average GHG intensity sector contributions from the utilities and materials sectors on the global equity
portfolio is 2.3 times of that of the Japanese equity portfolio.

\ ‘ M Communication services M Consumer discretionary

Japanese Japanese equity W Consumer staples M Energy
equities portfolio Financials Health care
Benchmarks Industrials M Information technology
(TOPIX) | | B Materials 1% Real estate
0 20 40 60 80 Utilities
i \ M Communication services M Consumer discretionary
Global eczu{-ty [ Consumer staples M Energy
portiolio \ Financials Health care
Benchmarks Industrials M Information technology
(MSCI ACWI) | M Materials I Real estate
0 50 100 150 200 Utilities

* Global Industrial Classification Standard (GICS) sector classifications
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Chapter 2 ‘ Responsible Investment and Stewardship Activities at Resona Asset Management

Strategy

We will try to understand the risks and opportunities of the investee company in depth, and plan to
conduct continuous engagement with the investee companies.

m Scenario analysis

- The analysis is based on % alignment and includes scenario budgets and pathways for the portfolio and the benchmark. The
% alignment is normalized at a 100% for the portfolio SDS.

Main findings

- Both of our Japanese and Global equity portfolios are not in line with the SDS scenario.

- Our Japanese equity portfolio will reach the SDS scenario budget in 2031, and the average temperature is assumed to rise
by 2.4°Cin 2050.

- As of 2020, our Global equity portfolio has already reached the SDS emission budget, and the average temperature is
assumed to rise by 2.8°C in 2050.

(1) Sustainable Development Scenario (SDS):

SDS pathway is fully aligned with the Paris Agreement by holding the rise in global temperatures to “well below 2°C."
(2) Stated Policy Scenario (STEPS):
(3) Current Policy Scenario (CPS):

Japanese equities 160%
140%

120%

100% =

80%

60%

40%

20%

O —~ AN MO ¢ 1V O© I~ 0 D O — N MW F 1V O© N~ 0 0O O — N O F Vv O N~ o0 O O
LS o o A N A S S e S A S I <5 T o B o B o T > B O I O B S B S5 B O - - - W W~ A~ S W~ - S~ 0
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20%
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SDS ['STEPS HICPS —Portfolio ---Benchmark ---Benchmark SDS  ---Benchmark STEPS  ---Benchmark CPS

m Subsequent actions to take based on scenario analysis, etc.

- GHG emission reduction is inevitable for our portfolio holdings to align with the SDS scenario.
Encourage additional disclosures
- We plan to encourage the investee companies to improve their climate related disclosure.
- Not every company is disclosing their emission data, and its reliability on the disclosures differs by each company.
- We will encourage the investee companies on following measures such as:
- Disclosures through Sustainability Reports and CDP platform, TCFD disclosures
- Donate supports to the TCFD recommendations and TCFD disclosures
- Commitments to the SBTi.
- Improve reliability on Climate Risk Analysis tools which eventually leads to a better and interactive engagements between
the investors and the portfolio companies.
Best practice sharing through engagements
- We plan to support the investee companies that have high exposure to climate-related risk based on scenario analysis, etc.
- We will support them by sharing best practice cases through various collaborative initiatives, such as Climate Action 100+,
and individual engagements.
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() Risk management

= Transition risk

Climate risks consist of transition risk and physical risk.

- A decarbonized world needs to address both the demand side (fossil fuels) and the supply side (i.e. fossil fuel reserves) of
future emissions.

- The graph below shows the absolute share of % GWh produced from different sources by power generators in the portfolio.

- The graph below compares the energy generation mix of the portfolio with the benchmark and a Sustainable Development
Scenario (SDS) compatible mix in 2030 and 2050, estimated by the International Energy Agency.

- The two right-most bars are static and illustrate a 2°C compatible generation mix in 2030 and 2050, according to the
International Energy Agency.

100 For a decarbonized future economy, the
119 119
% % 16% 18% energy generation mix is likely to shift from
8%
80 ° 489 o fossil fuel to renewable sources. Utilities
21% 20% ° 67% relying on fossil power production without a
60 — substitute plan might be subject to higher
119 risk towards climate change regulatory
40 2 — measures and reputational damages.
12%
20 -: I Fossil fuels Nuclear power
0 Renewable energy
Japanese equity Japanese equity Global equity  Global equity sSDS sSDS
portfolio benchmark portfolio benchmark (2030) (2050)

® Physical risk
We analyze physical risk by geographic region and business sector, divided into the categories chronic risk and acute risk.
The global equity portfolio’s exposure to risk is generally low in terms of the geographic distribution (right-hand side), but
relatively high (acute) in terms of business sector (bottom). Geographic exposure of our global and Japanese portfolio is
relatively low.

WLow risk  FiMedium risk  MHigh risk

T

Physical risk: Chronic Physical risk: Acute
Utilities 4%ﬁ Utilities 4%ﬁ
Realestate 3% ‘ ~7C0mmunication services 9% Realestate 3% ‘ ~7Communicaﬁon services 9%
b
Others 0% \ Consumer discretionary 12% Others 0% Consumer discretionary 12%
Materials 5% tConsumer staples 8% Materials 5% Consumer staples 8%

N Energy 3% Information technology 22% v Energy 3%

Information technology 229%
Financials 13%

Industrials B%A!‘ Financials 13% Industrials 8%A"
Health care 12% Health care 12%
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Chapter 2 ‘ Responsible Investment and Stewardship Activities at Resona Asset Management

© Impact management

® [mpact measurement

In this report, we will define “Impact Measurement” as an assessment methodology to measure the value of the social
impacts created by each project.

Return T ol
B

—
-
] | u u
A ] Four Factors of Impact Measurement
L—

1. Intention

\

\

2. Financial Returns
3. Applies to Multiple Asset Class

4. Impact Measurement

.II//

m Process image of impact management on sustainability bonds

Resona Asset Management (RAM) uses the following impact management process on sustainability bonds.

. Integration RAM RAM's image on impact and
c i *

QE, impact pathway

2 Engagement t

[

g . .

T Proxy voting Fine-tune the image gap

(%]

Ll

oL ¥

Issuers’ image on impact and
Issuers impact pathway *

Impact management (PDCA cycle)

4
c
(]
£

4+
0
()]
>

k=

9

Q
(%]
c
o
o
(]
(]

X

Avoided and Improved land/

Reforestation Jobs created

Impact pathway reduced GHG
emission

Impact measurement

* Impact pathway: Impact pathway is the mapping of the causal linkages between inputs and the activities they support, and ‘real world" outcomes
and impacts.
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() Intention and impact measurement on sustainability bonds

- Out of the 4 factors on impact measurement, we consider Intention as most important factor.

- It is important to construct the PDCA cycle on top of aiming financial returns, by additionally connecting
intention and impact.

- We have chosen the approach, to present the lifetime impact, that impacts occur over multiple years.

m |ntention and scoping, selection of 3 major indicators

We have conducted scoping on our sustainability bonds holdings, and have selected and conducted
impact measurement for 4 issuers on 3 indicators.

We have referred to “Social Cost of Carbon (SCC),” which values the damage resulting from current
and future climate change attributable to each tonne of carbon dioxide equivalent (COze) released
in a given year.

Avoided and reduced
GHG emissions

The improved land / reforestation projects involve restoring an area of land from a degraded
Improved land/ (pre-intervention) state to an improved or post-intervention state.

Reforestation We have referred to the difference in the value of ecosystem service flows provided by land in these
respective states to estimate the value of these projects. In the present analysis, we applied this
methodology to measure the monetary values (expressed in $/hour per year) of ecosystem services
“obtained” through enhancements, generated by reforestation and land improvement, that return
existing (degraded) land to a natural or primeval state.

In addition to the direct jobs supported on each project, we assumed that there will be further jobs
Jobs created supported. When the employees of the projects spend money in the local economy, they generate
economic activity and support “induced” jobs.

= |mpact measurement on sustainability bonds Deriving monetary
values for environmental
We have taken traditional environmental and social metrics and converted them into monetary or social impacts

values that measure a change in wellbeing for people, by referring to various studies on methodology. $

> Overall valued impact on sustainability bonds by project category

Avoided and reduced GHG emissions Jobs created Improved Land/Reforestation

Renewable
energy

Green
banking

Energy
efficiency

i

Sustainable
transport

Agriculture . -

Others

Points to note
- We did not determine additionality®™ote D
- We did not determine negative impact.

Note 1: Additionality is the added value that could be generated only for the project in question through such impacts as job creation. It refers to the (net)
value excluding any value that would likely have been generated even if there had been no investment in the project.
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P
(J Impact management

= |mpact pathway

An impact pathway maps the causal linkages between inputs and the activities they support (e.g. the
funding and projects it supports) and ‘real world" outcomes and impacts.

[ije=en o= e s - Avoided and reduced GHG emissions

We have referred to the methodology of Social Cost of Carbon, SCC.

Project activities, e.g.

Deriving
Activities

monetary values
for impacts

Reduced/Avoided impact of:

Built environment
Damage from extreme weather
events, expenses on coastal

Energy efficiency Avoided negative

Reducti outcomes: protection, increased load on energy
SuEEmEslE _e uction systems due to energy demand
— in energy Sea level rises ¢ caused by extreme temperatures
P consumption 20 o .
€ Economic disruption
Resilient infrastructure, Reduction. in Rising mean 3 Econorgic ttpss ang conﬂucts caused
Built environment & Other concentrations temperatures, T diys,’ﬂgﬂgﬁsloga,at?cuf:ﬁypfé,
Financing of atgﬁstsherlc heat stress g manufacturing and agricultural
rovided it i supply chains i
P Green banking Cark:ror:i \ compared to Shlf?tng climate Global social
S baseline/BAU patterns, e.. Agriculture and land productivity cost of
T (Note 1) droughts and floods Crop losses; changes in growth and carbon per
Agriculture, Increasing yields: desertification leading to a tonne COze
land use, extreme loss of productive and habitable land
f logical i
ores:sesjsrc:ecs)glca Production of weather events Human health
clean/ “ . I
‘ @ Increased malnutrition or loss of life
green energy %0 due to increasing frequency of
Renewable ener; € droughts and floods, reduced
£l The \mpact pathway is Supported 8 agricultural output, spread of
by evidence from IPCC. For this = disease, poverty and heat wave
assessment, we have referred to 3 .
the methodology of Social Cost of g Other ecosystem services (e.g.
= biodiversity; climate regulation)
Carbon. < ; >
<23 Widespread changes affecting

biodiversity and many associated
ecosystem services

Results of .. .
> Value of GHG emissions avoided or reduced

For the majority of the impacts, the contribution of renewable energy, in particular wind energy, is significant. In terms of
geographical distribution, the individual projects are dispersed across their respective countries, but the impacts transcend
borders and are perceived at a global level.

Reductions in GHG emissions by category

Sustainable Renewable
transport, etc. 2% energy
Green |
i banking Ejg%
- I
\’ Impact
Small—Large

K

Energy
efficiency

17 %

(As of 2020)

(Note 1) BAU: No particular countermeasures taken (Business as usual)
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> Improved land / reforestation

Only the output, the state and the area of the pre and post-intervention was available from the issuers’ impact report.
Therefore to estimate the value of these projects, we have examined the difference in the value of ecosystem service flows
provided by the degraded (pre-intervention) and the improved (post-intervention) state.

Input Activities
Project activities, e.g.
Agriculture, land use,

forests & ecological
resources

Financing
provided

Waste & water
management

The impact pathway is supported by evidence from
WWEF and other institutions. For this assessment, we
have referred to values of different land types based
on a meta-analysis of multiple studies.

Outcome

Ecosystem services

Change in provisioning
services, e.g. timber supply

Change in regulating
services, e.g. carbon
sequestration and storage

Change in cultural
services, e.g. recreation

Impact

Economic impacts:

E.g. mitigation of property damage
resulting from flooding; changes in
agricultural production

Health impacts:

E.g. altered assimilation capacity
resulting from changes in water or
air quality

Cultural impacts:

Impacts on recreational services or
educational opportunities resulting
from changes in biodiversity

Average
marginal cost
(($/ha/yr) of
land use
resulting from
ecosystem
services

(the cost will be
presented as
one aggregated
number))

Only the output (number of jobs created) was available from the issuers’ impact report. Therefore we have referred to
secondary data to estimate the outcome (total salary from the projects).

Output Outcome Impact

Project activities, e.g.

Financing Renewable
provided energy

Sustainable
transport

Total change in welfare brought about by $1 of spending differs by country. Consequently, we
have adjusted wage payments in each country for the differences in purchasing power parity

(PPP) between countries.

outcome of job creation.

We did not determine additionality. For this
assessment, we calculated the gross-base

Challenges to impact management

- Further refinement & update on the methodology and coverage expansion is necessary.

- Implementation on investment decision: Current impact assessment result is used as a
“consideration factor” to our investment. But going forward, we would like to consider to take
more in-depth measures towards using these assessment results.

- Dialogue with the issuers: Improved effectiveness on focused dialogue is inevitable. We would
like to share these assessment results with the issuer to conduct focused dialogues, and to find
out the potential risk of each project. We aim to conduct the dialogue to close the gaps between
the issuers’ and our intention on the social impact.

Gross wages
from project

Induced jobs
Jobs supported by workers
spending money in the
national economy

Increased worker
purchasing power

Mental health and wellbeing
from employment

Increased worker purchasing
power (Induced)

Gross earnings, PPP
adjusted
(Country specific value)

| Subjective wellbeing |
! value |
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Feature
discussion

" Taking responsibility and acting to
realize our vision for the desirable
economic systems of the future

N 1
X

al D
A discussion was arranged between Takeshi Mizuguchi, professor at Takasaki City University of
Economics, who is a leading authority on responsible investment, and Minoru Matsubara, executive
officer and general manager of the Responsible Investment Division at Resona Asset Management.
They discussed the purpose of investment managers and the history of responsible investment, the
economic model under stakeholder capitalism, Resona’s efforts to undertake impact investment, and

N\

other topics.

(O The purpose of investment managers

Mizuguchi: How would you sum up what “stewardship” means
for Resona?

Matsubara: It means that we should demonstrate readiness to
engage with the capital markets and the environmental and
social issues surrounding them to fulfill our purpose as an
investment manager.

Mizuguchi: Society and the environment receive both positive
and negative impacts from capital markets. That being the
case, you seem to be saying that Resona intends to use its own
power for positive ends.

Matsubara: First, | think we need to be aware that our assets
under management are not our proprietary funds, but are
entrusted to us by our clients. It is our role to manage those
funds and ultimately contribute to our clients’ asset formation.

From that perspective, it is our clients’ sustainability that is of
primary importance. This is followed by the sustainability of the
investee companies. And another important element is the
sustainability of the society providing the structure that
supports the corporate operating environment. We believe that
in order to support the sustainability of our clients, we must
ensure the sustainability of companies, society, and the
environment at the same time.

Demonstrating the role that financial institutions and
investment managers can play is what we are mandated to do
by the public and companies, as well as by the clients who
entrust us with their funds, and is our responsibility in terms of
stewardship.

& The economic model under
stakeholder capitalism

Mizuguchi: | believe Resona’s long-term view is that thorough
safeguarding of society and the environment will protect the
foundations underpinning economic activities, resulting in
improved investment performance. In reality, however, society
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and the environment have not necessarily been safeguarded.
Why might that be? And what do you think we should do going
forward?

Matsubara: Our hypothesis is that the 20th century economic
model and the 21st century economic model differ. The factors
contributing to this difference are the explosion in the global
population, the fact that we are now paying the price for our
mass production hitherto, and the danger signals that are now
flashing with regard to these risks and other aspects of the
Earth’s sustainability. We think factors such as these operate as
strong forces driving us to orient ourselves toward the 21st
century economic model.

If these forces are considered with reference to capitalism, the
transition from shareholder primacy to stakeholder capitalism was
perhaps already inevitable. We believe that the three key pillars
of the economic model under stakeholder capitalism are: “an
inclusive social economy,” “a sustainable environment,” and
“corporate purpose.” We regard these three pillars as the keys to
linking social sustainability and corporate sustainability.

(O Our plan to collaborate with other
investment managers

Mizuguchi: So, you are saying that Resona intends to act in
accordance with the 21st century economic model. In that
case, what is the difference between Resona and other market
players? In other words, what makes Resona distinctive?
Matsubara: | think that what differentiates us is that we plan to
cooperate with other investment managers. Like any company,
we feel a certain compulsion to win when competing with
others, but when it comes to protecting and developing the
capital markets, it is crucial to be willing to collaborate.
Mizuguchi: Are you referring to collaboration among investment
managers?

Matsubara: That is right. Collaboration has been our
watchword for more than five years. We are strongly
committed to playing a kind of “adhesive” role, and we believe
that this will enable us to differentiate ourselves.
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O) Leading initiatives within Japan

Mizuguchi: It is certainly true that Resona has demonstrated
leadership in furthering collaboration among investment
managers. For example, Resona has been leading various
initiatives in Japan including the Principles for Financial Action
for the 21st Century and the Institutional Investors Collective
Engagement Forum (IICEF).

Matsubara: We became involved with the Principles for
Financial Action for the 21st Century around five years ago.
Our first involvement in collaboration was through participation
in the PRI Japan; | believe we were one of the companies that
initially established the network. Resona has served as chair of
the PRI Japan Network’s advisory committee and its corporate
Working Group (WG), which is a network with the involved
companies. We have continuously been involved since the
early days of the network, and | think we were one of the few
investment managers that understood what collaboration
means these days in a practical sense.

Mizuguchi: What spurred Resona to get involved in initiatives
such as these?

Matsubara: The international PRI network was launched in
2006, and we became a PRI signatory in 2008. It was in 2008
that Lehman Brothers collapsed, followed by a period when the
financial industry’s raison d’étre was called into question. But
becoming a PRI signatory made us be keenly aware that the
role of financial institutions is to contribute to society by
dedicating themselves to social, environmental, and governance
causes, and that we had been entrusted with that role. Our
involvement with the Principles for Financial Action for the 21st
Century included chairing its Investment WG, and while serving
as a Member of the Committee | think we have succeeded in
demonstrating leadership in various ways, including
participation in a range of platforms.

Mizuguchi: Have the networks and cooperative relationships
among participants developed?

Matsubara: As you would imagine, there must have been some
investment managers that were skeptical about the value of
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networks at first. But once they experienced firsthand how a
major movement can form as a result of investment managers
getting together, they became capable of building cooperative
relationships.

Later, the IICEF was established, and there too major
investment managers began to gather and tackle issues
together, such as corporate governance. We regard this as a
virtuous cycle of collaboration-based development that follows
the establishment of a framework for increasing and sharing
successful outcomes leading to advancement in capital markets
and society.

() Establishing a unique position through
overseas networks

Mizuguchi: | understand that Resona also participates in quite a
number of overseas networks. What sorts of networks is
Resona involved in?

Matsubara: Resona participates in FAIRR, KnowTheChain,
CA100+, AIGCC, and ICGN, among others, and we are working
hard to extend our networks that extend overseas.

Mizuguchi: Active participation in overseas networks seems
quite progressive for a Japanese financial institution.
Matsubara: We first participated in the PRI Japan Network in
2010, so | think we joined relatively early. At the time, we set
three key topics for WG activities: ESG integration,
engagement, and reporting.

As far as engagement was concerned, we were required to
actively appeal to other members to cooperate with entities
overseas, and to take the initiative in setting an example, so |
think it was easy to build the PRI network and other networks
with overseas connections.

Mizuguchi: Was there anything you learned, or anything you
came to understand better in the course of your involvement
with overseas activities?

Matsubara: Five years ago, the key topic in Japan was
corporate governance. But overseas the focus was on
externalities such as climate change and human rights.
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Seeing with my own eyes the difference between Japan with
its focus on G (governance) issues and overseas with their
focus on E and S (environmental and social) issues had a
huge impact on me.

Mizuguchi: Engagement by overseas financial institutions and
institutional investors gives the impression of being quite
combative. What do you think of their approach of saying
exactly what needs to be said, without necessarily taking the
other side’s feelings into account as we do in Japan?
Matsubara: When we are working on the CA100+ initiative, for
example, people do tell me that Japan’s actions are very
amicable compared with those of Western countries. | think
the approaches differ according to whether an investment
manager confronts investee companies, or aligns itself with
them.

But if an investment manager confronts an investee company
without having first shared its goals, the only result will be an
impasse. This shows that it is important for both the investor
and the investee to ultimately arrive at their goals as planned.
A distinctive feature of Japanese culture is the supportive
approach to engagement, so | found many situations
bewildering at first.

Mizuguchi: So, overseas investors do not want to attack
investee companies either; it is just that their approach is more
demanding, although they share the same goals.

Matsubara: There are aspects of that approach we could learn
from other countries, while Japan’s own approach is also valid.
It is very important to maintain a balance between the two.
Not only do we sometimes need to say, “That is a specifically
Japanese issue, so please let us deal with it in Japan.” We also
need to constantly reflect the speed and the direction that the
world is heading in. If Japan is starting to lag behind, we need
to think what is required.

Mizuguchi: So you are saying that Resona does not forget the
worldwide perspective and keeps a close watch on what is
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happening in the world as a whole. At the same time, it plays a
crucial role by acting as a buffer, to employ an approach suited
to Japan. It seems to me that Resona has forged a unique
position in the ESG investment market.

O) “Good companies” within the 21st
century model of capitalism

Matsubara: We are required to continuously invest in good
companies in order to increase assets stably. Good companies
are defined according to a variety of investment philosophies,
such as companies that have future growth potential, as well as
companies that are currently growing. Our integration
approach defines good 21st century model companies that
fully incorporate ESG elements.

Mizuguchi: So good companies differ between the 20th century
and the 21st century models of capitalism? And you are saying
there is a sound investment philosophy to support this.
Matsubara: That is where | think Resona differs from other
investment managers. The reason for communicating Resona’s
intentions is that, as an institutional investor, we are
targeting a certain form of society and we have our own
vision for desirable economic systems. We believe that
realizing these aspirations will enable us to discharge our
fiduciary duties—that is, our duty of loyalty and our duty of
care—over the long term. We are convinced that
sustainability for society leads to sustainability for
companies, which results in sustainability for everybody. That
is the key message we want to tie in with our fiduciary
duties. The good companies of the 21st century model,
whether they are growing companies or companies with
future growth potential, will all share a common concern:
how to tackle the issue of society’s sustainability. | believe
that this will lead to ESG integration.

Mizuguchi: Toward the beginning, this Stewardship Report
indicated that Resona is seeking to create new forms of capital
markets. So, | take that to be Resona’s overall intention, and
indicative of the type of society that you are aiming for.

() Holding weekly responsible investment
meetings

Mizuguchi: The ideal form of investment ultimately comes
down to so-called investment philosophy, and individual
investment managers invest according to their own
philosophies. Would you agree that putting those philosophies
into practice requires both knowledge and a methodology to
discern whether individual investee companies fit with the
investment manager’s intentions or not?

Matsubara: Sharing information on current thinking with regard
to ESG issues is a key element in this. The responsible
investment framework including ESG investment provides a
platform for individual investment managers to share
information. We are constantly building the necessary
awareness by regularly arranging occasions for knowledge
sharing. We provide opportunities to gain insights by holding
responsible investment meetings once a week at 9 a.m. on
Monday mornings, when people’s brains are at their most
flexible. We believe that there is a point to hold the meetings
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first thing on Monday mornings, rather than on Friday evenings.
Mizuguchi: Who participates in these meetings?

Matsubara: They are organized as high-level meetings, where
the president and executive officers responsible for the Asset
Management Unit, as well as general managers of the
investment divisions, attend. Professionals directly involved in
investment decisions also take part, and recently more of them
are participating online.

Mizuguchi: | see; so the participants gather every Monday
morning to share and exchange information about ESG-related
topics. As a result, the president is well-informed about ESG,
while investment professionals also understand the ESG issues.
From now on, | think that levels of ESG literacy will make the
difference between winning or losing, so it is important to have
a mechanism for spreading understanding to more people
within the company.

(O The team and stakeholder dialogue that
underpin responsible investment

Mizuguchi: As introduced in the Engagement Report section,
Resona is extremely energetic on engagements on the palm oil
issue. | sometimes meet with the professional who actually
undertakes such engagement, and he is very enthusiastic and
knowledgeable about the palm oil issue. Has he always been
so enthusiastic and knowledgeable?

Matsubara: He was an analyst specializing in the food industry
who was transferred to the Responsible Investment Division.
Where engagement is concerned, it is most important to: (1)
be familiar with the industry, (2) be capable of financial
analysis, and (3) be able to communicate with companies. We
asked for the analyst to join our team, as we thought that
engagement should be undertaken by someone who had
already been dealing directly with companies for some time.
Mizuguchi: So, engagement on the palm oil issue requires a
food-sector professional. And that is why you had a food-sector
analyst join the Responsible Investment Division.

Matsubara: We asked him to use both his industry knowledge
and his faculties as an analyst, and we shared all the necessary
information with him. But despite having a former analyst
working with us, we still have some organizational challenges.
We need to bring more diversity into our organization. Unless
we incorporate greater diversity, our sensitivity to the
externalities that give rise to social and environmental issues
will not genuinely increase.

Mizuguchi: But, even if that food analyst was knowledgeable
about the industry, he probably did not start off knowing a
great deal about environmental and social issues such as
forestry-related issues or palm oil. So he managed to change
considerably as an individual.

Matsubara: | think the regular meetings with CSR Review
Forum, the NGO you introduced to us, played a major role in
that. He attended every meeting and learned about what are
the social issues, and what are the palm oil issues. And it was
very valuable for us that he was also able to discuss how these
issues should be resolved. | think the interaction with people
who have a diverse range of values ended up strengthening his
own individuality.

Mizuguchi: | have certainly met various professionals at CSR
Review Forum. | think the fact that Resona is in contact with an
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NGO is something else that puts it in a unique position.
Matsubara: We are also holding discussions with those who
we can share common objectives with, even if their values
differ from ours. They are representatives of various
policymaking authorities and labor unions; experts including
you, Professor; and members from overseas networks. During
these discussions we always receive tips about areas where
we are not doing enough, or about issues offering potential for
deeper, broader engagement.

O Intentions on impact management

Mizuguchi: Resona will also invest effort in impact management;
please explain the company’s initiatives in this regard.
Matsubara: There are four key elements involved in
undertaking impact investment; they are (1) intentions, (2)
financial returns, (3) wide-ranging asset classes, and (4) impact
assessment.

We believe that the element of intentions is the most
important of these. The reason we set out our aspirations for
ourselves as a company and for society, as well as our 21st
century model of capitalism, is that we believed these would
serve as the premises upon which to build solid intentions. As a
result, we have now set the three intentions of GHG emissions
reduction, forest regeneration, and job creation.

When assessing impact, it is extremely important to create a
PDCA (plan, do, check, act) framework for understanding how
our intentions link to the effects measured. In concrete terms,
this means we must create a logic model, and a PDCA cycle. A
logic model is a hypothesis for how our intentions will manifest
fully in line with a temporal pathway. This is what is referred to
as an impact pathway.

We would like to present how we set timelines and
approaches, and how we assess impacts.
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O Impact investment as the next level
of responsible investment

Mizuguchi: Resona was already practicing responsible
investment, so what is the relationship between responsible
investment and impact investment?

Matsubara: Our idea of responsible investment essentially
comprises integration, engagement, and proxy voting. We have
now added our intentions to these elements.

Mizuguchi: Did Resona already not intend to create a 21st
century model of capitalism?

Matsubara: Yes, but we had no mechanism for setting that
intention in motion. The aim of the impact management is to
emphasize how we can use our intentions to influence the
capital markets and change the nature of finance itself.

I do not know whether we can actually manage this on our
own, but | do think it is important to communicate our
determination to take this practical action.

Mizuguchi: So, it is about management involving clearer

intentions and explicit measurement of impacts. In other words,

it takes Resona’s existing responsible investment to the next
level by also closely monitoring impacts as part of
management. So, methodologically speaking, it seems that
approaches such as integration and engagement would also
amount to impact investment. It could be argued that the most
important element of impact investment is engagement, so
does that mean it is not simply about providing money?
Matsubara: We will not simply be providing funds; we will also
be engaging with investees to fulfill our responsibilities to
investing. We will ensure that expectations are aligned by
engaging companies in dialogue to resolve any differences
between what they are envisaging and what we are envisaging
in terms of impacts. This is how we will put impact investment
into practice, as a successive process.

(O Engagement by making use of impact
pathways

Mizuguchi: It is difficult to understand the specific forms that
impact investment might take, but would it be right to regard
investment in green bonds as the first step?

Matsubara: If all we do is to establish a framework for
investing, it is nothing more than pie in the sky. The point is,
green bonds provide the means for us to develop impact
management.

Mizuguchi: Do you mean that, rather than simply putting funds
into green bonds, Resona itself will assess their impacts?
Matsubara: We have been monetizing the impacts on green
bonds, rather than assessing the investment performance. |
think that is one of the key things that sets us apart. When you
are trying to manage an entire portfolio, you need some form
of standardized yardstick. For instance, hours worked cannot
be compared against GHG emissions volumes. Benchmarks are
needed, so we created a mechanism for monetizing the
impacts across the portfolio.

Mizuguchi: So Resona wants to properly assess whether its
investments are genuinely having an impact, as well as the
scale of that impact.

Matsubara: It is the impact pathways that we regard as
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important. We have endeavored to determine the impact
pathways, which are the routes along which effects spread to
the point where actual impacts manifest, and to measure the
portfolio’s impacts along these pathways. We will check which
geographical areas have the most pathways, and compare our
estimated impact assessments with the issuers’ impact
assessments, for engagement.

Mizuguchi: So Resona will actually assess several green bonds,
and compare its impact assessments with those of the issuers,
using its own assessments as the basis for engagement. What
form is that engagement likely to take?

Matsubara: The topic of initial engagement meetings will be
the degree of consistency between our version and the issuer’s
version of how impacts will manifest from these impact
pathways. That is to say, | think that discussions and
engagement will address the processes and timelines on which
impact-related figures are based, rather than focusing on
whether the figures themselves are correct.

( Taking on the challenge of impact
investment in equities

Mizuguchi: How will Resona expand this current initiative
targeting green bonds?

Matsubara: As you would expect, we will be targeting equities
next. The challenge with equities is that, unlike with green
bonds, we will be dealing with companies that operate a whole
range of businesses. The same company could have both
positive and negative impacts. So, it is extremely difficult to
quantify these impacts in monetary terms. | think it is really
challenging to work out using the existing framework.
Mizuguchi: When green bonds are issued, the purposes of the
funds usage are specified, but with equities the use of funds is
up to the companies. Money is used for all kinds of things, but
it seems that Resona is trying to evaluate those usages.
Matsubara: | think it will be a case of discussing with
companies how they view their impact pathways just before
quantifying their impacts in monetary terms.

Mizuguchi: So you will be keeping impacts more clearly in mind
when engaging with companies.

(O Demonstrating Resona Asset
Management's character by
establishing impact funds

Matsubara: We are planning to create “impact funds” of listed
equities. Their sole purpose is to achieve our intentions. We
will be focusing our efforts on how we can get closer to
achieving our intentions through investing in equities. We are
planning to establish two listed equity funds: one for Japanese
equities and one for global equities.
Mizuguchi: That should raise the visibility of investment’s role in
making society a better place. Let us hope that these funds will
come to symbolize Resona’s stance toward investment.
Matsubara: Our objective is not simply to create these funds;
every year, our Stewardship Reports will disclose to the public
how we are getting closer to achieving our stated intentions.

I think that until now investment managers have appeared
completely characterless from the client’s perspective. It seems to
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me that, even if they have a prestigious company name,
investment managers have made no impression in terms of the
type of company they are. But we believe it is our intentions that
lend us character. And we want potential clients to decide
whether our character appeals to them. In other words, we hope
to change our role so that potential clients choose us for the type
of manager we are, rather than for the funds we invest in.

The idea of lending character to an investment
manager is a good way to put it. | take this as a declaration
that from now on Resona will be competing on the basis of
whether potential clients choose its character. Are the impact
funds aimed at individual investors or pension funds?
Matsubara: We intend to offer both. We want to show an
aspect of our character to individual clients too, in the form of
our impact funds.

O Aspiring to be a manager that can
provide abundance and happiness to
future generations as well as our own

So, what will Resona Asset Management's character
be? What is the company’s message?
Matsubara: Our message is that we want to change the current
society; we have a job to do for the next generation. | believe
that the point of long-term investment is not only to make the
current generation affluent, but also to make the next
generation affluent, and that is the responsibility we have been
charged with.

We aspire to be a manager that can provide abundance and
happiness to future generations as well as our own. To achieve
this, we need to preserve the current natural and social
environments, and to further develop them. And we need to

ensure that these environments remain sustainable for
companies, and for everybody. | think our character involves
taking responsibility and acting to realize our vision for the
desirable economic systems of the future.

(O Speed and communication is called for

Matsubara: Finally, could you explain what you think Resona’s
remaining issues are, and what you expect of us in future?

I think Resona’s efforts are making steady progress
year by year. | would like to commend you personally for
aspiring to turn Resona into a “Future Maker,” and for what you
have done so far to put that into practice. | am looking forward
to seeing Resona make 21st century model of capitalism a
reality. If | were to point out any issues, perhaps they would be
speed and communication.

The world’s environmental and social issues have now really
reached the limits of what can be endured; and our societies
could head in undesirable directions if no actions are taken. |
think that the Western investors are already aware of these
risks. I am sure Resona is also working hard to address these
issues, but it could perhaps do more to transmit its messages
to the public.

For example, institutional investors in Europe and the United
States responded promptly to the COVID-19 pandemic by
collaborating to issue various statements. Yet, there are no
obvious messages coming out from Japanese institutions.
Resona is already playing a key role, not least by facilitating
collaboration among Japanese institutional investors. But |
would like to see Resona play a role to react proactively and
rapidly in response to these urgent environmental and social
issues globally.

Resona Asset Management
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Chapter 3

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 Asset Management, 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

Determine how Resona should meet asset manager expectations pertaining to

. stewardship activities.
Awareness on issues , I .
Determine how to maintain engagement geared to a super-long-term investment

perspective in carrying out passive investment, leveraging our strengths.

Objectives Boosting overall equity market value — efficiency & continuity
Our aims: Stewardship

?CUV't'eS on passive Determine global issues and local issues as a universal owner
investment Path Engagements
Resona’s proxy voting

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.

- 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.

Perspective on
passive investment

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 engagement)

composition, etc.
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o~ . .
(J 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
Input 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

Determination of materiality (material issues)

(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 Bottom-up
Responsible 2
Investment approach approach
Division A
(Integration of 8 .. . . e
Japanese and [e) (ii) Determine tOpICS of activities
global assets) a

“Disclosure of action taken to risks and “Enhancement of governance”

opportunities on climate change” “Promotion of anti-corruption measures”

“Sustainable palm oil procurement” “Disclosure of non-financial information”
(iii) Select a path of engagement ceces
L]
Engagement methods (direct, collective and index) on a per-asset basis and 5
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]
3 :
L]
L]
Collaborative engagement In-house engagement Index engagement :
.
L]
L]
. L]
Investee companies ’ o

Activity assessment
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Chapter 3 ‘ Passive Investment Stewardship Activities

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.

3

Top-down :
Network +Collaboration
etwo approach Collaboratio
Effectiveness and efficiency for selection of topics and Effectiveness and efficiency
in information collection target companies of engagement activities

Network (Effectiveness and efficiency in information collection)

Stakeholder dialogue

Utilizing the network we developed as a pioneer When promoting corporate governance and ESG initiatives,
in responsible investment, we initiate proactive Experts we work with university professors and other experts on a

interactions with experts, NGOs, government

regular basis to gather information and exchange opinions.

OffICIalS: long—term- ovgrseas |nve5For-s, l.abor unions Through the CSR Review Forum-Japan, we study diligently
and various organizations, and gain insight into NGOs and work to raise our awareness with NGO personnel and

their advanced knowledge.

Experts

Various
organizations

Resona

. Government

Labor unions o

officials
Long-term
overseas
investors

Government
officials

Long-term
overseas
investors

experts both in Japan and overseas.

We serve as the joint chair and steering committee member
of the Asset Management/Securities/Investment Banking
Working Group in the Ministry of Environment’s Principles
for Financial Action for the 21st Century, as well as a
member of METI's “Study Group for Discussing Approaches
to Making More Substantial the Dialogues for Creation of
Sustainable Corporate Value.”

We cooperate with overseas investors in relation to
collaborative engagement and individual themes.

We work as a member of the Research Institute For
Advancement Of Living Standards’ “Research Committee

[Elsleldiie s Investigating Information Disclosure For ‘Better Companies’

And The Promotion Of Principles For Responsible
Investment From The Viewpoint Of Working People.”

We have proactively participated in the PRI Japan Working

Various Group as a signatory organization since the establishment
Clf-eulreldl  of the PRI Japan Network in 2008, working as an advisory

committee member.

Information collection activities in 2020

- Following the spread of the coronavirus pandemic in 2020, a
large number of webinars and online meetings were held.

- We participated in the “COVID-19 Series” of webinars held by
ICGN in June.
In November we participated in the two-day ICGN Global
Virtual Summit, and gathered information on the state of
governance in Europe, the Americas and Asia, as well as on ESG
activities.

- With regard to the response to climate change, we attended
monthly information-sharing meetings hosted by the AIGCC, of
which we became a member in May 2020.

+ At the ACGA, of which we became a member in May 2020, we

- We worked with US-based CalPERS on collaborative

- In terms of engagement aimed at Japanese companies, we

- We worked with Achmea Investment Management and Actiam,

participated in quarterly online meetings, and also pursued
engagement with individual (financial) companies in South Korea.

engagement for PRI in relation to climate change, and with
US-based CalSTRS on collaborative engagement for PRI in
relation to COVID-19.

implemented dialogues on multiple occasions with European
asset owners.

based in the Netherlands, on individual dialogues for the PRI's
Plastic Investor Working Group.
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2 Top-down approach for selection of topics and target companies

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 SDGs, the Global Compact, and the Paris Agreement.

STEP 1 Back-cast from a desirable future scenario

Long-term global issues

Unexplored economic system

“Desirable economic systems of the future” -
) HESHAEE .
SUSTAINABLE = i Global Compact
Inclusive social economy D NEL DA NTT

E = Mertwnrk Japan
GOALS BHAEE. '

Sustainable environment

Paris UN Guiding Principles on Business and Human Rights
Lol OECD Guidelines for Multinational Enterprises

STEP 2 Narrow down and focus on topics

Corporate culture, purpose

Pipeline of leaders in responsible investment =
<
. Q Engagement agenda
Stakeholder dialogue .5 (global issues) and KPls
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 2020 we began engagements related to management of human capital during the coronavirus crisis,
in addition to existing initiatives that include climate change disclosure, Climate Action 100+, supply chain
risk management centered on palm oil and food, the marine plastic issue, risk engagement, enhanced
corporate governance, prevention of corruption, forced labor, non-financial information disclosure and
diversity.

The next page 36 contains a list of respective approaches we have used for individual issues pertaining
to ESG+D.
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Chapter 3 ‘ Passive Investment Stewardship Activities

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)

Participation in Climate Action 100+

Engaged in five-year activity to support corporate initiatives for addressing climate change Climate
by PRI and a global coalition of investors*. Action 100+
*Consists of IIGCC (Europe), INCR (North America), IGCC (Australia & NZ) and AIGCC (Asia). S E,_..,

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

CDP Non-Disclosure Campaign

Engagements requesting disclosure of environmental information in response to CDP “_‘,c
disclosure requests DF

CDP Science-Based Targets Campaign
Engagements requesting a response to the Science-Based Targets initiative (SBTi)
Marine plastic issue Plastic Investor Working Group

Engaged with food & beverage manufacturers and retailers, which have a large impact on ..i FH'
the marine plastic issue o

L S AT

E (Environmental)

Sustainable palm oil procurement
Procurement and policies concerning certified palm oils

- Collaborative engagement on palm-oil-related companies to encourage ESG risk . ) e—.
disclosure and management improvements. | | FR' [reriey

- The IWG also engaged with the ASEAN regional banks, which are the significant lender
to the palm-oil-related companies.

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 “ CEI'E'E
clear commitment to eliminate deforestation within their operations and supply chains. F

Global investor engagement on meat sourcing

Engagements conducted under the joint guidance of FAIRR and Ceres, requesting six FAEE: demsir b
major restaurant and fast food companies to take steps to mitigate risks associated B

©
i)
=
7}
£
=
o
=
>
=
w
i
e
o
Q
%)
(%]

Global issues (Top-down approach)

% with climate change and water in relation to livestock product supply chains. B
O Apparel & Footwear Engagement using the KnowTheChain Benchmarks
o Investor Working Group encouraged the 43 target companies that have been assessed by -:"'";Ww CHAH
@ KnowTheChain, to sign the “AAFANete D/FL A Apparel & Footwear Industry Commitment to
wn Responsible Recruitment” to improve efforts to address forced labor risks in the supply chain.
Sustainable protein supply chains FA=¥= rude s
Promotion of corporate information disclosure in relation to a shift to plant and other protein sy
products as substitutes for livestock protein products. L S

PRI Pandemic Resilient 50 Working group for matters related to management of human capital during the coronavirus outbreak
Collaborative engagement targeting 50 global companies AT

Business Continuity Planning (BCP): collaborative engagements putting the focus on the way - P
employees, suppliers and communities are dealt with, on employee health and welfare, and <31 FH' Eroriiy
on compatibility with long-term value creation covering the resilience of the company .

Enhancement of corporate governance

—

Q Continue engagements aimed at:

9 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

c Promotion of anti-corruption measures =t

= Promoting actions centered on key industries (construction, trading company and finance) .,-‘: Glotal Comguact
q>) and global corporations, particularly involving use of the Anti-Bribery Assessment Tool 4 g Motwork Japan
e) released by GCNJ.

(V)] 30% Club Japan/UK Investor Group (Board diversity) i

o Group which consists of asset owners and asset managers. Aiming to hold constructive dialogues with =

(U) investee companies’ boards to collaborate with them on effective pathways to increase gender

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)

Local issues (Bottom-up approach)

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

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

D (Disclosure)

(Note 1) 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 Collective Engagement Program
organized by the Institutional Investors Collective 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 Collective Engagement Program do not
aim to pursue short-term shareholder profits, but rather aim
for long-term corporate value expansion with sustainable
growth. Having set the engagement agenda for the current
fiscal year, letters are sent to targeted companies, and we
arrange meetings to talk directly with executive officers and
general managers responsible for the divisions in question.

m |nstitutional Investors Collective Engagement Forum

A E'tﬁ@]ﬁﬁ??{ —ls

® Participating institutional investors:
The Pension Fund Association and
four asset management firms
including Resona Asset Management

Institutional . Listed
- Institutional
investor s company
- Collective _
In§t|tut|onal . Engagement Listed
investor Program company
Institutional Holding Listed
investor meetings, etc. company

m Engagement agenda of the Institutional Investors Collective Engagement Program

Governance

Materiality/
Business model

Handling misconduct

Shareholders meeting
(high ratio of opposing votes)

Anti-takeover measures

Cross-shareholding

Listed parent companies
and subsidiaries

Topics

Materiality identification and disclosure
regarding business model sustainability

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

Collaborative engagement with companies
engaged in cross-shareholding

Collaborative engagement on the governance
systems of companies with listed parent
companies and subsidiaries

Participation in policymaking, etc.

We serve as the joint chair and steering committee member of the Asset Management/Securities/Investment Banking
Working Group in the Ministry of Environment’s Principles for Financial Action for the 21st Century, as well as a member of
METI's “Study Group for Discussing Approaches to Making More Substantial the Dialogues for Creation of Sustainable

Corporate Value.”

Objectives

Preliminary discussions
among the participating
institutional investors
Set agenda and agree on
common views

Send letters summarizing
common views to companies
targeted for engagement

Hold meetings with
companies targeted for
engagement, attended by
multiple participating
institutional investors

Encouraging awareness and improving initiatives and disclosure for the

materiality demanded by investors

Information disclosure at companies committing misconduct and
supporting corporate culture and governance reforms by outside directors

Causal analysis and issue awareness for agenda items to elect members
of top management with high opposing vote ratios

Awareness of management issues through the evaluation of the need to

continue anti-takeover measures

Encouraging clear disclosure of the objectives and policies of cross-
shareholding and improving the governance associated with that response

Encouraging the maintenance of governance, information disclosure, and
enhanced accountability for companies with listed parent companies and

subsidiaries

- Member of the Impact Investment Study Group jointly hosted by the Financial Services Agency / GSG-NAB Japan.

- Member of the Ministry of Agriculture, Forestry and Fisheries’ “Investigative Committee for the Practice and Visualization of
Decarbonization in the Food Supply Chain.”

- Member of the Research Institute For Advancement Of Living Standards’ “Research Committee Investigating Information
Disclosure For ‘Better Companies” And The Promotion Of Principles For Responsible Investment From The Viewpoint Of

Working People.”

Index engagement

Through our investment, we persuade companies to more fully disclose ESG-related information by undertaking passive
investment that uses MSCI’'s governance-quality and ESG indexes as benchmarks.
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Chapter 3 ‘ Passive Investment Stewardship Activities

Collaborative engagement — For companies around the world

Based on the network it has cultivated as a pioneer in this kind of responsible investment in FY2020,
Resona Asset Management continued to utilize the PRI and other platforms to participate in collaborative

engagements for the global companies.

m Scope of platforms

D INTEGRATED REPORTING <R

= Collaborative engagement we are committed to

Global investor engagement
on meat sourcing

=iPRI

Engagement on PRI platform

Investor Initiative on
Sustainable ForestsMote D

Global investor engagement on
sustainable protein supply chains
Climate Action 100+
/0il & Gas
CDP Non-Disclosure Campaign aﬂ T
CDP Science-Based Targets MEFQE § H é z g H

Campaign

(Note 1) IISF: Investor Initiative on Sustainable Forests
(Note 2) KTC: KnowTheChain

(Note 3) Achmea IM, Actiam: Asset management companies in the Netherlands that are signatories to the PRI, and which are involved in the coordination of

the plastic engagement group.

Resona Asset Management
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e PRI

| Plastic Engagement Working Group

Apparel & Footwear

Engagement using the KTCN\ote 2 BM

M

© R RO CHAIN

achmea [5)

s s s ey g

mﬁ um (Note 3)

COVID-19
Palm (Palm, ASEAN Banks)
Brazil Anti-Corruption

30% Club JP IG
30% Club UK IG
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m Global Platform
Platform

PRI: Principles for

Responsible Investment

CDP

IIRC: International Integrated
Reporting Council

BSR: Business for Social
Responsibility

30% Club UK Investor Group

FAIRR: Farm Animal
Investment Risk & Return

ICGN: International Corporate
Governance Network

AIGCC: The Asia Investor

Group on Climate Change

ACGA: Asian Corporate
Governance Association

Description

Established in 2005, a UN-supported network of investors, works to promote sustainable investment through
the incorporation of environmental, social and governance factors into investment decision-making.

A not-for-profit charity that runs the global disclosure system for investors, companies, cities, states and regions
to manage their environmental impacts. Over the past 20 years CDP has created a system that has resulted in
unparalleled engagement on environmental issues worldwide.

A global coalition that provides an investors statement of support for integrated reporting as a route to better
understanding of performance

BSR™ is a global nonprofit organization that works with its network of more than 250 member companies and
other partners to build a just and sustainable world. BSR™ develops sustainable business strategies and
solutions through consulting, research, and cross-sector collaboration.

Established in 2011. Its purpose is to:

co-ordinate the investment community’s approach to diversity, in particular to explain the investment case for
more diverse boards and senior management teams;

exercise ownership rights, including voting and engagement, to effect change on company boards and within
senior management teams;

encourage all investors to engage on the issue of diversity with chairs of boards and senior management teams.

Established in 2015, the initiative is a collaborative investor network that raises awareness of the environmental,
social and governance (ESG) risks and opportunities brought about by intensive livestock production.

Established in 1995 as an investor-led organization, the ICGN's mission is to promote effective standards of corporate
governance and investor stewardship to advance efficient markets and sustainable economies worldwide.

An initiative to create awareness among Asia’s asset owners and financial institutions about the risks and opportunities
associated with climate change and low carbon investing. AIGCC provides capacity for investors to share best practice
and to collaborate on investment activity, credit analysis, risk management, engagement and policy.

An independent, non-profit membership organization dedicated to working with investors, companies and
regulators in the implementation of effective corporate governance practices throughout Asia. ACGA was
founded in 1999 from a belief that corporate governance is fundamental to the long-term development of
Asian economies and capital markets.

m Collaborative Engagements and Working Groups

Platform Project Name Global Issue
PRI Climate Action 100+ Climate Change
PRI Climate change transition for oil and gas Climate Change
(@] CDP Non-Disclosure Campaign Climate Change/Disclosure
CDP CDP SBT Campaign Climate Change/Disclosure
PRI-Ceres IISF: Investor Initiative for Sustainable Forests Environment/Deforestation/Supply Chain
PRI Sustainable Palm & Soy Environment/Deforestation/Supply Chain
PRI Plastic Engagement Working Group Supply Chain
FAIRR Global investor engagement on meat sourcing Sustainable Food Supply Chain/Climate Change
FAIRR Global investor engagement on sustainable protein supply chains Sustainable Food Supply Chain/Climate Change
PRI COVID-19 Investor Working Group/Pandemic Resilient 50 COVID-19 Response
PRI-ICCR Apparel & Footwear Engagement using the KTC BM Human Rights/Labor Practices/Supply Chain
30% Club UK 30% Club UK Investor Group Governance/Board Diversity
PRI Brazil Anti-Corruption Governance/Anti-Corruption
m Signed Investor Statement

Platform Statement Global Issue
PRI PRI Just Transition on Climate Change Climate Change
Investor Agenda  Global Investor Statement to Governments on Climate Change Climate Change
PRI/CA100+ Investor Expectations on Climate Change for Airlines and Aerospace Companies Climate Change
PRI-Ceres Investor Expectations on Deforestation in Cattle Supply Chains Environment/Deforestation
PRI-Ceres Investor expectations on deforestation in soybean supply chains Environment/Deforestation
PRI-Ceres Deforestation & forest fires Amazon Environment/Deforestation
FAIRR Global Investor Statement on Antibiotics Stewardship Sustainable Food Supply Chain
PRI, KTC/ICCR Investor Statement on Coronavirus Response COVID-19 Response
PRI UNGP Reporting Framework Investor Initiative Human Rights/Labor Practices/Supply Chain
PRI |5NU\|/D|EDE$OC'?—|§>|<NP§CTAT|ONS ON LABOUR PRACTICES IN AGRICULTURAL Human Rights/Labor Practices/Supply Chain
GRUNICICER ﬁw@%ﬁgﬁgggggﬁg 2?5?2;?%% Forced labor in Global Supply Chains iimaniRights7EakbonRractices/oUpplyChain
IIRC A global coalition that provides an investors statement of support for o

integrated reporting as a route to better understanding of performance
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Mar. 2008

Apr. 2017
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Nov. 2019

Dec. 2019
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Apr. 2020

May 2020

May 2020

Date Joined
May 2018
Feb. 2018
Apr. 2020

Sept. 2020

Sept. 2017
Oct.

=3

2018
Aug. 2020
Dec. 2019
Jan. 2020
Aug. 2020

Apr. 2019

Dec. 2019
Dec. 2019

Support Endorsed
Nov. 2018
June 2019
Dec. 2019
Oct. 2017
Feb. 2019
Oct. 2019
Oct. 2018
May 2020
Oct. 2016

Feb. 2018
May 2019

June 2018



Chapter 3 ‘ Passive Investment Stewardship Activities

Engagement plan for FY2020

We aim to achieve sustainable society through actively engaging in both enhancing medium- to

long-term corporate value and finding solutions to social challenges.

Dialogue and engagement plans (from July 2020 to June 2021)

Going forward, we will persist in our efforts to conduct engagement for our equity/passive and active
investment, and fixed income/active investment, and concurrently will further strengthen cooperation
among divisions, aiming to raise the bar. We also plan to keep carrying out collaborative engagement

geared to companies in Japan and overseas.

Equity/Passive
investment

quality.

el eell=/ateils  We plan to enhance our dialogue and engagement with respect to medium- to long-term
investment ESG issues in order to keep building awareness of potential risks involving such corporate

(Chapter 5) issuers.

As for collaborative engagements to Japan
and overseas companies, we plan to
participate in collaborative engagements by
using platforms of PRI and the Institutional
Investors (IICEF) Collective Engagement
Program.

Responsible Investment Division meeting
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In addition to the dialogue and engagement issues we have been addressing, we plan to
conduct engagements to further improve the ratios of independent outside directors and
female directors in the board. With respect to our engagements on environmental and social
issues, we will continue addressing issues such as the palm oil issues and marine plastic
issues, while simultaneously preparing to choose some new topics.

We will decide on topics pertaining to non-financial factors that effectively help increase

Equity/Active long-term corporate value, drawing on sources of added value developed over many years
investment by each of our strategies. We also aim to keep enhancing and maintaining our dialogue with
(Chapter 4) investee companies focused on their management teams, simultaneously improving the



O Engagement agenda for FY2020

Climate change

« Climate Action 100+ Net Zero Company Benchmark Rollout
Letters sent to the investee companies on setting goals in line with the Net Zero Company
Benchmark.

+ CDP Non-Disclosure Campaign | Science-Based Targets Campaign
In March 2020 we have encouraged the companies to disclose comparable environmental
information to investors using the CDP platform.
In September 2020 we have committed to the global network of investors engaging with
companies around the world to set SBTs.

- As for impact assessment, we will try to further understand the assessment methodology, and to
use the assessment in engagement tools.

COoVID-19

+ Pandemic Resilient 50 (Participation by ten companies, including CalSTRS, Legal & General, Dutch
APG, and Achmea)
In response to the COVID-19 pandemic, CalSTRS and a group of institutional investors formed a
collaborative initiative.
We will commit to the Pandemic Resilient 50 which engages companies to understand the impact
of those most affected by the pandemic and focuses on Board Accountability, Human Capital
Management, and Long-Term Value Creation and Resilience.

« Investor Statement on Coronavirus Response (ICCR, KnowTheChain)
We have donated our support to the Investor Statement.
This is a statement which urges the business community to take whatever steps they can, in
particular: “Provide paid leave,” “Prioritize health and safety,” “Maintain employment,” “Maintain
supplier/customer relationships,” and “Financial prudence.”

Marine plastic pollution

-In FY2019, we engaged with 20 companies on marine plastic issue with the retailers that were
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. In FY2020 we
engaged with two chemical companies on chemical recycling. We have also continued our
dialogue with the policy makers.

« Plastic Engagement Working Group, Led by Achmea Investment Management and Actiam
We will continue our commitment to the Plastic Engagement Working Group.

Sustainable food supply chain

- Global Investor Engagement on Meat Sourcing, Phase 2
In 2019/2020 we have committed to participation in collaborative engagements targeting 6 fast
food and restaurant brands with the aim of reducing supply chain risk relating to meat and dairy
products.

- Sustainable protein supply chains, Phase 4
We have committed to participate in collaborative engagements targeting 25 global food
manufacturers to encourage diversification of protein sources. In 2021 we plan to continue our
commitment to the next phase of the engagement.

Biodiversity Pledge

- As a new engagement agenda, we are planning to endorse our support to the “Biodiversity Pledge.”
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Determining issues and action plans

In FY2020 we will take action that connects internalities and externalities geared to both global and
local agendas, with an ongoing focus on external diseconomies.

Whereas we ensure that each of our activities embrace individual topics pertaining to ESGD issues, we
also accordingly link each of our agenda objectives with one or more of the other agenda objectives. In
addressing the ESGD issues, we will take a comprehensive approach that involves interconnecting
elements of the following tables, with the vertical axes representing timelines that provide a framework
for initiatives listed along the horizontal axes.

2017 /2018 /2019 Fv2020 Y2021
| |

Participation in Climate Endorsed support of  Endorsed support of Endorsed support of statement

Climate change-related Action 100+ (5 years) joint statementona  GISGCC(Note 2) targeting Airline & Aerospace

= disclosure Just TransitionMote 1) to (Investor Agenda™ote 3)) | industries

3 i a low-carbon econom Investor Agenda(Note 3)
2 Oil & Gas IWG (PRI) Yy ( g )
Q

= \

c

o

S 2012 CDP Non-Disclosure Campaign

uCJ Signing the CDP CDP Science-Based Targets Campaign

=
(A1)

Marine plastic issue Plastic Engagement Working Group

VNN

g
c g Initiation of |
@] c palm oil issue
8 = | analysis and Sustainable palm oil
>
=4 = engagements procurement i i iodiversityNote 4)
a i) jointly with (Companies in the palm Sustainable Palm Oil IWG (PRI) Biodiversity! Pledge
% U1 | NGOs in Japan | oil supply chain)
g \ \ \
(@) g |ISF(Note 5) (PRI/Ceres) Signing of Investor Statement (PRI/Ceres)
-g_ 3 Cattle & Soy Signing of Investor Statement on Deforestation & Forest Fires in the Amazon (PRI/Ceres)
(@) (%]
— \ \
Sustainable food supply chain
FAIRRNote 6) platform Meat Sourcing
(Factory farming and antibiotic Sustainable Protein

resistance)

Responsible employment
KTC BM Apparel & footwear IWG
Governance addressing forced labor

Signing of UNGP
Reporting Framework

Declared endorsement

N

of statement on labor COVID-19 engagement,
practices in agricultural “Pandemic Resilient 50"
supply chains (PRI)

(Note 1) 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.

(Note 2) GISGCC: Global Investor Statement to Governments on Climate Change. A joint statement announced before the G20 Osaka Summit in June 2019 that
called on government leaders worldwide to set voluntary emission reduction targets (NDCs) to keep climate change to 1.5°C. Participating organizations
comprised 477 institutional investors, with combined total of US$34 trillion in assets under management.

(Note 3) Investor Agenda: An initiative by institutional investors launched in September 2018 to promote carbon reduction. It comprises the United Nations
Environment Programme Finance Initiative (UNEP FI), the Principles for Responsible Investment (PRI), the CDP, and the Global Investor Coalition on Climate
Change (GIC, made up of four organizations: IGCC, AIGCC, IGCC, and Ceres).

(Note 4) Biodiversity: Biological diversity

(Note 5) lISF: Investor Initiative on Sustainable Forests. The IWG on deforestation formed by combining the former Cattle-Linked Deforestation IWG with the Soy IWG.

(Note 6) FAIRR: Farm Animal Investment Risk and Return
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2017 /2018 Fv2019 Fv2020 Fv2021
| |

Promotion of anti-corruption measures

Governance/diversity of US
and Chinese companies

8 Enhancement of governance

s - Business model

c - Board composition

[] + Capital productivity, policy-oriented stocks and cost of capital

8 - Anti-takeover measures

U] « Disclosure

— - Anti-social behavior

U

\

30% Club
Investor Group 30% Club UK Investor Group
(Diversity)

IICEF (Scandal-plagued companies, anti-corruption)
PRI/Engagement with Brazilian companies on anti-corruption

<
O
©
(@]
pudl
o
Q.
©
o
?
IS
O
+—
=
(@]
o

IICEF (Companies whose shareholders cast votes largely in opposition to proposals)

Enhancement of disclosure on non-financial information
(Rectifying disclosure discount)

IICEF(Note 1)
(Enhancement of disclosure on non-financial information)

D (Disclosure)

Declared endorsement of statement of collaboration of the IIRC(Note 2)
(Integrated reporting)

(Note 1) IICEF: Institutional Investors Collective Engagement Forum
(Note 2) IIRC: International Integrated Reporting Council
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Engagement report

© WWEF Japan

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.

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

August
2016

From
August

2017
onwards

From
January
2018
onwards

From
October

2018
onwards

From
November

2018
onwards

From
November

2018
onwards

Launch of the Task Force
on Palm Oil Issue

Meetings with investee
companies involved in the
palm oil supply chain

Meetings with overseas oil
palm plantation operators

Began engaging with
ASEAN regional banks

Attendance to the annual
RSPO meeting

Participation in the
drawing up of engagement
and remedy guidelines for
the supply chain

Resona Asset Management

Margarine Ice creams Frozen foods ~ Powdered milk  Detergents and

cosmetics

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 18th meeting of the task force was held in December 2020.

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 Task Force on Palm Oil Issue.

Specifically, we created a list of investee companies that were associated with the palm oil supply chain.
Between August 2017 and June 2020, we visited and held meetings with a total of 54 organizations, consisting of
18 companies in the retail, restaurant and service industries, 8 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.

In a follow-up to January 2018, in March 2019 our analysts paid 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.

In October 2018 the engagement working group (WG) initiated contact or sent letters to 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.

Following our attendance at the RSPO’s Annual Roundtable 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.

In September 2019, we collaborated with external organizations such as Global Compact Network Japan
(GCNJ), and Business and Human Rights Lawyers Network Japan (BHR Lawyers) in relation to grievance
mechanisms in cases where companies have difficulty complying by themselves. The result was the institution of
“Engagement and Remedy Guidelines for Promotion of Responsible Business Conduct and Supply Chains®Note 1)"
whereby information is collected on the state of the workforce at targeted companies 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.

(Note 1) Certified as a Tokyo 2020 Support Programme (Sustainability) by the Tokyo Organising Committee of the
Olympic and Paralympic Games
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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.

Engagement policy

ASEAN regional banks Risk - Improve frameworks for management and information disclosure of ESG
management risks for companies involved in the palm oil supply chain.

N Operators of oil palm plantations - 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®ote 1),
(Note 1) NDPE policy refers to policy with respect to “No Deforestation,
§ Companies handling oil extractlon and primary refining No Peat, No Exploitation.”
g_ + Share the mission of increasing use of RSPO-certified palm oil and seek
- 5 general trading companies coltgporatlon with afﬂhated Areta!lers on palm oil |s.sues. ‘
® + Facilitate a shared view of risks inherent in procuring raw materials for
S palm oil-based power generation.
>
2 + Check on actual progress made by RSPO-member companies. Gain an
a 5 oil and chemical companles understanding regarding challenges of increasing the supply of
‘ RSPO-certified palm oil.
18 fome memuEGiES 8 tOIletry e - Gain ah understanc}mg of.lnltlatlvgs carried oyt by progressive compar?les
and gain a shared view of issues with companies that ought to take action.
- ~g—
] - Gain an understanding of initiatives regarding procurement of sustainable
B L . - . alm oil and provide support for drawing up plans.
s 18 companies in retail, restaurant & service industries P P pport for B Up plans
2 + Support progress of those initiatives from the retailers to the food
¥ manufacturers upstream.
i
Consumers

| 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 54 companies targeted, and progress made.

Start
Become aware of risks Become aware that a ) . Encourage suppliers to
) h ; . Determine suppliers of Come to understand "
palm oil poses in relation company's own products X ensure traceability of
- ) ) raw materials related to RSPO-certification ;
to deforestation and contain palm oil raw . raw materials related to
) ) B palm oil schemes )
human rights issues materials palm oil
52/52 54/54 45/52 48/54 42/52 44/54 51/52 54/54 15/52 18/54
Goal
Come to understand the ) ) Disclose targets and
extent to which Disclose sustalna_b_le Purchase RSPO-certified results with respect to Incorpora'_ce NDPE. .
o ) procurement policies : practices into policies for
traceability of palm oil palm oil procurement of

related to palm oil, etc.

has been achieved RSPO-certified palm oil procuring palm oil. etc.

10/52 10/54 32/52 35/54 23/52 37/54 17/52 19/54 6/52 6/54

(Note 2) This includes not only palm oil but also CSR-based procurement policies, etc.

(Note 3) Survey by Resona Asset Management. Confirmed for companies engaged with up to June 2020 either at the time of visit, or by checking websites, integrated
reports, or CSR reports, etc.
I indicates results for FY2019, I indicates results for FY2020.

I During the 12-month period between July 2019 and June 2020, [What is the RSPO?]

five of the 54 companies with which we engaged joined the RSPO. seven affiliated organizations including the World

TAIN ™
Wildlife Fund (WWF) spearheaded efforts to N 49(

establish the Roundtable on Sustainable Palm Oil S 2
Number of Japanese corporate RSPO members (RSPO) in 2004 in response to a mounting chorus 1+ =
: ) : worldwide of voices calling for use of sustainable 1=
250 — M Number of member companies M Cumulative number of companies 225 X R ; X ) \O
palm oil out of consideration for environmental O ~
200 = impact. It aims to promote production and use of . RspO ’

sustainable 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

150 —

100 —

50 —

22 13 36 17 18 g8 510 5 industry: oil palm producers, palm oil processors or traders, consumer
0 %002 2006 2008 2010 2012 2014 2016 2018 2020 goods manufacturers, retailers, banks and investors, environmental NGOs,
(As of October 30, 2020) and social or developmental NGOs.
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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

Plantation e a : e a . e a ) Receive by email,
Small-scale farm CllCcEe] S Group companies telephone, report, etc.

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

OECD Responsible Business Conduct Unit/

ILO Office for Japan

Support the investee companies’ efforts
to solve various issues throughout the

\l, Advice and support supply chain
Promote the ethos of taking collective

action™ote D
e > Investee
L Glohsl Compact — .
'\_’J hlrtmrorts Jegran BHR Lawyers - Support investee companies’ efforts seiplllss

to improve sustainability in their

business activities. prs:égsegs;’sis
Formulated “Engagement and Remedy » Take part in engagements to

Guidelines” to support adoption as a policy [iEHE BT eI R 577

to introduce grievance mechanisms. Sl dr= "Sk
management capabilities.

(Note 1) 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.

T A

National Action Plan (NAP) on Business and Human Rights
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Engagement report

Marine plastic issue

| Engagement on marine plastic issue

We engaged with 15 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 (uly 2019 to June 2020)

Confirmed the status on company’s efforts to reduce
customer use of plastic bags, to implement the use
of biomass materials as an alternative, and to reduce
usage of plastic straws and food containers.

Confirmed the future policy on the use of PET
materials in product containers.

Confirmed the status on reducing the use of plastic
containers.

| Participation in collaborative engagement

We participate in the Plastic Investor Working Group led by the PRI signatories. We are recommending a
transition to a circular plastics economy (reduce, replace, reuse), and encourage the 12 target companies to
reduce the environmental burden (pollution) caused by production and use of plastics.

| Dialogue with policymakers

We participate as a member of the Circular Economy and Resource Circulation for Plastics Finance Study Group
(started in May 2020) hosted by the Ministry of Economy, Trade and Industry and the Ministry of the Environment.
In addition, at the third joint meeting between the Ministry of Environment Subcommittee on Plastic Resource
Circulation of the Working Group for a Circular Economy of the Central Environment Council, and the METI
Working Group on Resource Circulation Strategy for Plastics under the Waste and Recycling Subcommittee of the
Committee on Industrial Science and Technology Policy and Environment of the Industrial Structure Council, held in
June 2020, a number of initiatives by investors for issues caused by plastics were announced.

'
\ 4
 J - > —
O:
PHANote 1) /]\ Photosynthesis

PHBHNote 2) H,O Production
2

Bioplastic Recycle Use

Disposal

¢ O ey W |
UL

Even if washed into the ocean,
these special plastics will
degrade harmlessly

(Note 1) PHA: Polyhydroxyalkanoates
(Note 2) PHBH: Biodegradable polymers
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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.

In 2020/2021 we continued to use the FAIRR platform to participate in engagements aimed at mitigating
livestock product supply chain risks and associated climate change and water safety issues.

Resona’s actions

Investee
companies

Began engagement with Japanese investee companies on food safety

July 2018 to June 2019
Engaged with five Japanese food manufacturing, retail and restaurant companies

Information sharing, education
and requests in relation to risks
stemming from the use of
antibiotics in livestock

Become aware of
supply chain risk

Consider next steps

iR
i LA LEH IHITTAT TR
October 2018
Declared endorsement of investor statement on the use of antibiotics in

Farm Animal Investment Risk and Return

Encourage not to use
antibiotics in factory farming

factory farming in the FAIRR platform

&S

P WX
o * gt 3

s+

"

Repeated doses of antibiotics will run the risk of creating pathogens with antimicrobial resistance (AMR).

Resona’s actions

December 2019
Joined the engagement on meat sourcing
Engagements requesting six major restaurant and fast food
companies to take urgent action to mitigate risks associated
with climate change and water in relation to farm animal and
dairy supply chains.

FAiRE=

i CEALLEH IHITIAT FE ke

¥ Ceres

Collaboration
Engagement

January 2020
Joined the engagement on sustainable protein
supply chains

Global investor engagement focused on encouraging global food companies to
transition protein portfolios away from an over-reliance on animal proteins and
towards diversified and sustainable alternative protein sources.

i COLLEA IHITIAT I E Collaboration

Engagement

Traditional procurement of protein through livestock and poultry

CO:'CH Livestock exhalations
also contribute to

\ ” j GHG
Destruction of forests, wh|ch M
absorb greenhouse gases

(GHG) and emit oxygen, in
order to create grazing land

CO: O:

Shift to

sustainable
protein

GHG emitted
Use of land and water during processing

resources on a huge scale

Provide encouragement to six major
restaurant and fast food companies

-Board-level control of risks associated with the
protein supply chain

-Skills development for corporate sustainability managers
-Selection of disclosure framework

-Encourage the investee companies to engage with
major suppliers to address environmental issues
-Setting SBTMNote 1) with regard to climate change
and water

Provide encouragement to 25
companies in the food supply chain

Promotion of corporate information disclosure in
relation to a shift, under the “1.5°C scenario”(Note 2),
to plant and other protein products as substitutes
for livestock protein products.

Plant protein

co. @@ o

\ @ -

The process of producing  Has high nutritional value, can be
plant protein emits few
and preparation GHG

Procurement of substitute protein

Insect protein

)

created with few natural resources
and in small areas of land

(Note 1) Science Based Targets: Targets, with a 5-15 year horizon, set by corporations with the aim of reducing GHG emissions to a level congruent with that required
by the Paris Agreement (which seeks to control the rise in global temperatures from pre-industrial levels to well below 2°C, and preferably to 1.5°C).

(Note 2) A scenario developed by the Intergovernmental Panel on Climate Change (IPCC) that cites and accepts the pursuit of efforts to limit the temperature increase
to 1.5°C under the Paris Agreement, in which the increase in average temperatures is limited to 1.5°C above pre-industrial levels.

Resona Asset Management
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il

T OKNOW CHAIN

Pl

2018 S ORMOW

CHEIN

4

v

May 2019
Joined the collaborative
engagement

Resona Asset Management

2019

Measures not known because
the information was not
disclosed on the English websites

Collaborative engagement on forced labor

Actual measures taken were
top-class in Japan

We have participated in “Apparel & Footwear Engagement using the
KnowTheChain™°t ) Benchmarks (KTC BM)” as the Lead Investor. This is a
collaborative engagement involving a tie-up between KTC, PRI, and ICCRMet 2,
and is aimed at labor practices and human rights at the apparel and footwear
companies that are assessed by KTC BM.

KTC BM
(Assessments on forced labor risks)

Its scores were under-
estimated compared to the
actual efforts

| |

y

Resona Asset Management
declared endorsement of the

>

Conducted engagement
as Lead Investor

Information collection

Implementation of responsible
procurement policy on raw
materials to reduce forced
labor risks

Ascertained engagement with
their suppliers to conduct
direct employment

Based on the score
scheduled to be released
in 2021, we intend to
reopen engagement

s FITERFAITIE
N O

&ﬁ CURCHATE
ALSRCIE IMLITY

ICCR’s Investor Statement on

Coronavirus Response.

It urges the business community to consider the

following five steps:

1 Provide paid leave

Urge companies to make emergency paid leave available to all employees, including temporary,

part time, and subcontracted workers.
2 Prioritize health and safety

2020

and execute health and safety policies within the factory.

3 Maintain employment
Request that factories to which productions outsourced pay reasonable wages, and warn
companies that are considering temporary layoffs of the risk of being deemed to commit
employment discrimination.

4 Maintain supplier/customer relationships

Urge companies to maintain timely or prompt payments to suppliers and to work with customers

|

Call to action to protect factories and those working in them.
(Joint statement by the IOEMote 4 [TUCMNote ) |ndustriALL Global
Union®ete & and apparel industry employer organizations and
brands. A working group has been formed at the ILO®Mote 3))

Its objective is to urge garment industry stakeholders to work
together to protect the income, health and employment of workers.

Request that factories to which production is outsourced implement shift work and remote work,

facing financial challenges, in order to ensure a stable supply chain.

5 Financial prudence

Urge companies to suspend share buybacks and to show support for the predicaments of their

constituencies by limiting executive and senior management compensation for the duration of

this crisis.

“Better Work” joint
program between the ILO
and the International
Finance Corporation (IFC)

Better Work is a unique,
pioneering investigative and
research initiative under
way on three continents,
nine countries and 1,700
factories, which brings
together diverse groups
such as governments, global
brands, unions and workers
to improve working
conditions in the garment
industry and make the
sector more competitive.

(Note 1) KnowTheChain: A collaborative partnership between the four organizations of 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.

(Note 2) ICCR: The Interfaith Center on Corporate Responsibility has 300 management institutions as members, which have combined assets under management of
approximately ¥40 trillion. The ICCR is an organization consisting of institutional investors who manage pension funds associated with various faiths, and has a
track record of engagement in addressing the forced labor risks. Its main member organizations include signatories of the PRI, as well as groups associated with
the Jewish, Roman Catholic, and Protestant faiths.

(Note 3) ILO: The International Labour Organization. A UN agency whose goals are to improve working conditions and standards of living.

(Note 4) IOE: The International Organisation of Employers. The Japan Business Federation is also a member.

(Note 5) ITUC: The International Trade Union Confederation, which is the largest organization of its kind. Japanese Trade Union Confederation (JTUC-Rengo) is also a member.

(Note 6) IndustriALL Global Union: A global union federation headquartered in Geneva, Switzerland.

Resona Asset Management
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Board diversity

| 30% Club Japan (Established in May 2019)
The 30% Club was established in the United Kingdom in

2010, and is a global campaign whose objective is to Y

increase the proportion of female N 7

directors. It has expanded into \ '

many regions and countries, ] N4

including Japan, and has made a - “

significant contribution to raising _ _luk §

the percentage of female directors. * Countries and regions in blue denote areas in which the 30% Club is active

Gender diversity in top-level corporate management

Investor Group

Institutional invest Establishing and L, Share Investee companies
nstitutional INVEstor  sharing best practices materialit
y )
and asset owner to achieve goals Asset owners and objectives Board of directors
community

Senior management

Improve dialogue Asset managers

capabilities of all IG

members
Objectives

) _ For the sake of greater
The 30% Club Japan aims to ‘ Achieved transparency, the IG reported
achieve 10% representation of ~ and shared with investors the

July 2019 2030 . .

women on the boards of 10.5% .} 10 30% state of gender diversity at
TOPIX100 companies by 2020, ’ board meetings, and shared
and 30% representation by 2030 the progress towards

achieving the goals.

@ Participation in Japan Investor Group (IG) since June 2019

Major activities during 2020

Best Practice Sharing The 30% Club Japan IG held sessions for sharing best practices for engagement activities, information
disclosure by companies, and the director selection process, by inviting presenters with expertise in
engagement and governance.

Released an annual report, with the Best The 30% Club Japan IG compiled engagement case studies and the contents of progress reports, and
Practice Sub-Group taking lead released an annual report.

Information sharing with 30% Club UKIG  Shared information with a UK |G for the annual report.

Progress of Resona Asset Management’'s engagements

Engaged with 15 companies in FY2020, referencing the toolkit developed by the 30% Club UK.

. . Commitment to appointing  Department with responsibility Resona Global
Board of directors awareness f:fn:é &if BearE e dlleairE individuals to director/ for appointing individuals to Governance Princiles
8 management director/management v Incip
15/15 (Yes: 15 of 15 companies) 1/15 3/15 4/15 l ¢
Use f’f exterp_al consultants in Appointment of women on Disclosure of pay gap Educational program Dlver.SIFy is deSIrrflble
relation to hiring the board for efficient oversight
2/15 7/15 0/15 3/15 S E RN

@ Participation in UK IG since December 2019
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Climate change/TCFD/Climate Action 100+

| Engagement in climate change issues

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 (161
major global companies and ten Japanese companies). Resona Asset
Management has engaged with the target companies in Japan.

Climate—
Action 100+

Governance Improving governance in climate change policies of the investee companies
Goals of Climate
. Action Reducing CO2 emissions throughout the entire value chain
Action 100+
Disclosure Enhancing climate-related financial disclosures

Signing of joint statement on
a Just TransitionMete ) to a
low-carbon economy

Asset managers ==

CUFTEN EPElFE Signing of statement urging

better information disclosure
by the airline industry

Information disclosure on the
Resona Asset risks and opportunities based
Management on TCFD recommendations
Work with investee companies to
ensure that they assess the risks and
the opportunities of climate change,

Overseas investors == ascertain the financial impact, and
disclose such findings.

Companies

o
e
[}
S
[}
80
o]
80
=
[}
[}

=

S
©
o
o

Q

©
e}

O

Oil and gas companies

Progress of engagements

Governance and . Scenario TCFD
Medium-term target Long-term target . A
strategy analysis reporting

Reduce CO: emissions from vehicles by 2022

Reduce CO:z emissions from new vehicles by el STk OGN 1 Eoh

Company A Yes 40% (relative to FY2000: Japan, the United emissions from new vehicles by 2050 Yes Yes
} (relative to FY2000)
States, Europe, China)
Company B Yes Achieve two-thirds electrification by 2030 lz-\(c)gl(;eve IR EhE STt (9 Yes Yes

B Climate Action 100+ engagements/Sent letter to companies on Net Zero Company Benchmark

1. Asked companies to work towards providing disclosures consistent with the new Climate Action 100+ Net Zero Benchmark.

2. Asked companies to outline strategies that go beyond current NDCs, and/or implement appropriate capital investment decisions aligned
to net-zero emissions, with a view to set (or has set) an ambition to achieve net zero emissions by 2050 or sooner across all material GHG
emissions, and establish medium-term targets or goals consistent with a global reduction in emissions of 45 percent by 2030 relative to
2010 levels.

3. Asked companies to work toward the development and implementation of net zero transition action plans for their sector or value chain overall.

(Note 1) 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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Coronavirus response
Governance after the pandemic

| Resona Asset Management’s commitment on investor actions and investor working groups

Investor statement/
Date committed | Platform . Description
Working group

Immediate investor actions

Action 1: Engage companies that are failing in their crisis management
Action 2: Engage where other harm is being hidden behind, or

How responsible investors worsened by, the crisis

March 2020 PRI should respond to the Action 3: Re-prioritise engagement on other topics

COVID-19 coronavirus crisis | Action 4: Publicly support an economy-wide response

Action 5: Participate in virtual AGMs

Action 6: Be receptive to requests for financial support

Action 7: Maintain a long-term focus in investment decision making

Governance Priorities During | The ICGN Statement of Shared Governance Responsibilities which

April 2020 ICGN
erl the COVID-19 Pandemic broadly emphasizes the need for companies.

A statement which urges the business community to take whatever
Investor Statement on steps they can, in particular: “Provide paid leave,” “Prioritize health
Coronavirus Response and safety,” “Maintain employment,” “Maintain supplier/customer
relationships,” and “Financial prudence.”

May 2020 PRI-ICCR

In response to the COVID-19 pandemic, CalSTRS and a group of
institutional investors formed a collaborative initiative.

The group of 10 investors represents $3.7 trillion in assets under
Pandemic Resilient 50 management.

Working Group The Pandemic Resilient 50 will engage companies to understand the
impact of those most affected by the pandemic, and focuses on
Board Accountability, Human Capital Management, and Long-Term
Value Creation and Resilience.

Example of questions raised during dialogue with companies

®What actions can you take to help ensure the sustainability of society?

® Appropriate disclosure of risk assumptions is being requested. What kind of disclosure are you
considering for the securities report and integrated report?

@ What steps are you taking to construct a human resources management system that takes into account
work style reforms such as remote work and flex work, and that places the emphasis on results rather
than time worked?

® During the pandemic crisis, what kind of initiatives have you been working on for gender equality and
diversity?

September 2020 PRI

® The coronavirus situation has resulted in a significant increase in the burden imposed by
homeschooling, nursing care and childcare. We believe that providing a flexible and realistic working
style to all employees, including women, is a matter of urgency. What steps are you taking?

®\When we consider “the new normal” of the coronavirus era, what will be important to establish and
implement in terms of lifestyles, approaches to work, and the way in which companies operate, and
which initiatives do you think should be taken?
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(Anti-bribery)

| Anti-corruption initiatives

Disclosure on anti-corruption practice

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.

Resona

Agenda Draw up and disclose policies
on anti-corruption

Target Companies that have adopted
g the Assessment Tool
E '

ncourage companies with risk
exposure to bribery, to formulate
policies and to make relevant
disclosure

Collaborate with GCNJ

Advisory committee member of
GCNJ’'s anti-corruption project

Conduct passive engagement
using the Assessment Tool

Avoid the following risks

Risks involving economic
sanctions and reputation
- Suspension from bidding for
public projects
- Cancellation and termination of
business transactions by

business partners and/or
financial institutions

- Deletion from investment

universe, drop in stock price

- Class actions
- Loss of social credibility and

brand deterioration

S Acquire companies to support the Tokyo Principles

goal

"2 Official announcement of the Tokyo Principles

<
2

Current awareness and future activities
2019

June

2019 GCNJ Anti-corruption Subcommittee, GCNJ Secretariat

_&

S Anti-corruption Annual Forum 2019

-&/

GCNJ Anti-corruption Subcommittee

November

Joint meeting among GCNJ, the Anti-Bribery Committee Japan (ABCJ), and investors (Resona)
Importance of sharing current conditions and issues and promoting information disclosure

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

2019 Speech on “The importance of anti-corruption initiatives from the standpoint of investors”

-&/

Anti-corruption Annual Forum 2020
September

o000 Participated in a panel on the topic of “Use of plea-bargaining / whistleblowing systems and frontline

measures to prevent corruption - notes from the coronavirus crisis”

.&

November

Participated in an ABC (Anti-Bribery/Corruption) conference panel on the topic of “International trends in

2020 prevention of corruption overseas - issues and practice in relation to compliance countermeasures”

Medium-term

goal

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

| 53 |

Resona Asset Management

Promote anti-corruption activities and ensure information disclosure based on the Tokyo Principles

el of Investors to apply the Tokyo Principles to their investment process
2020 Promoting regular workshop . : Anti-corruption enhancement
\) dialogues among companies VAv?ttt'{cei":ﬂts'on ielkehops month campaign and
and investors p symposium (every October)
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Chapter 3 ‘ Passive Investment Stewardship Activities

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. This is because we engage under the assumption that we

investment will extensively maintain our shareholdings of the investee companies, and that there are
limited possibilities to sell the position.

We initiated approximately 4,000 instances of contact with investee companies for the year spanning
July 2019 to June 2020. 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.

[Total number of dialogues and engagements conducted] Number of dialogues Number of engagements
(number of companies) (number of companies)

: ! 7 Equity/Passive investment
6 [Responsible Investment Division] 62 (54) 205 (1 58)

Supporting universal ownership

Responsible Finding solutions to ESG issues Passive investment

investment across society dialogue and engagement

Framework/Cooperation
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O Equity/Passive investment - Dialogue

Passive investment for Japanese equities 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 the proposals of the companies’ annual general meetings (AGMs) and
corporate governance to conduct proxy voting more appropriately.

In FY2019 there were many hostile acquisitions and takeover bids, in association with which there was
an increase in dialogues based on requests for discussions from the side proposing the takeover and the
takeover target. There was also an increase in dialogues involving the explanation of details of proposals
of AGMs received by companies from shareholders. During such dialogues, we confirmed and discussed
company strategies for improving corporate value over the medium and long term. The proportion of
dialogues related to such management strategies and shareholder proposals rose accordingly.

We have also started dialogues with REITs. In our dialogues with REITs we discussed the elimination of
conflict of interest in relation to purchasing sponsor properties, and with regard to corporate governance,
their views on the independence of individuals who serve concurrently as executive officers of a REIT and
as officers of the asset manager.

Topics of dialogue

Environmental issues Social issues
Reducing GHG emissions; environmental vision; Human rights issues (child labor, forced labor);
TCFD response; restructuring sustainability conflict resource issues in the supply chain

organizations; Climate Action 100+ response

7% 1%

Cost of capital and ROE 70/
improvement targets; ° 33
reducing cross-shareholding; % —— Corporate governance

capital allocation Composition of boards of
B

directors; board diversity;

Information J increasing and improving

independent outside

disclosure : :

_ directors; medium- to
Prgparatlon and enhancement long-term performance-
of integrated report: linked compensation for
enhancement of disclosure of directors
environment-related information
Management 20
strategies %
Medium-term management plan; Proposal at the
M&A; business structural reform 24% shareholders meeting

Proposals; shareholder
proposals; proxy voting
guideline-related
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Chapter 3 ‘ Passive Investment Stewardship Activities

Equity/Passive investment - Engagement

m Engagements focused on corporate governance and disclosure on ESG and non-financial information

The Responsible Investment Division is holding shareholder relations (SR) meetings with corporate directors and managers in
charge of general affairs. In FY2019 we engaged with boards of directors on the topic of requiring diversity in terms of female
and foreign directors, on the topic of increasing the number of independent outside directors, and on the topic of reducing
cross-shareholdings. We also held many meetings in which we used integrated reports to cover ESG in general. We requested
companies to further improve their ESG information disclosure, including information related to TCFD.

m Engagements focused on environmental issues and social issues

As shown in the feature on page 44, 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

Approaches to capital policy (uses of excess cash holdings);
approaches to cash flows, investment for future growth and
shareholder returns; policies on selling cross-held shares or
Anti-takeover measures reducing cross-shareholding

Reasons for ongoing anti-
takeover measures; content of

Prevention of anti-social behavior

discussions among boards of State of investigations into misconduct and
directors and approaches initiatives to prevent recurrence
involving outside directors;
results of initiatives to enhance Proposal at the shareholders
corporate value continued from 4 -1 meeting, others

. s . 0,
previously and initiatives going 4cy % 1% Proposals; signing of UN Global Compact
forward; improvements to ° _I
anti-takeover measure schemes 5%

| 33
Management strateglesi 7% T

Medium-term management

plan; M&A; business Corporate governance
structural reform Effectiveness assessments of
87 boards of directors;
(0]

enhancement involving

independent outside
directors; streamlining of
Social issues boards of directors; board

diversity; shortening directors’

Human rights issues in supply -I 2 terms of office; medium- to

chain management (child labor % long-term performance-linked

and forced labor); the Work stock compensation

Style Reform; promotion of

omen's empowerment 26 : .

" pow % — Information disclosure
Environmental issues Preparation and
Deforestation; reduction of enhancement of integrated
GHG emissions report; enhancement of

disclosure of environment-
related information
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Topics Resona’s activities

Enhancement of disclosure on 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.

Determination of
material issues

Initiatives for enhancing
corporate value

Elimination of

disclosure discount

(Awareness) (Improvement) (Action) .
: Boosting overall
Encourage companies to take action Provide support for Provide support for eqUItY markets
using integrated reports and other determining material issues initiatives geared to
such documents in seminars and through seminars, the enhancing corporate value
other lecture forums GCNJ, etc. through direct dialogue
Target Cpmpames thgt haye yetto Companies that disclose non-financial information Point Epmmatlon of disclosure
. disclose non-financial discount
companies . . (Annual Report, Integrated Report)
information (Awareness)

I\/\attfgr of (;IiTc_k?sing ) Considering to determi erial Provide support for activities We_ effectively build awareness by
Eggelrnsgr%?dlenraiirg:watlon iSSSeSIS ering to determine materia geared to material issues and drawing on & network that includes
(integrated reporting, etc) enhancement of corporate value companies which furnish support for

i 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.

Issues

Shift the overall curve
by index engagement

Accomplishments in

FY2019/FY2020
f (Apr. 2019 - Nov. 2020)
Late majority Early majority i Early adopters Innovators
g Seminars featuring
—. : } lectures, panel 7 6 :
. i ; discussions, etc. SiEEsein

companies that have yet Companies that : Companies that take progressive action
to disclose nonfinancial | disclose nondfinancial | SRR S e Number of 7 32 5
information | information | g attendees  Approx. y

| Resona’s main external activities from November 2019 through November 2020

30% Club Board member of Japan Investor Group and leader of Best Practice Sub-group
METI Member of “Study Group on Realizing Dialogue to Create Sustainable Corporate Value”

MOE Member of the “Study Group for the State of Enforcement of the Act on Promotion of Global Warming Countermeasures”
METI/MOE Member of the “Circular Economy and Resource Circulation for Plastics Finance Study Group”

Japan SDGs Action Promotion Council Auditing

ey il AN e R e vIes eR VA EREE ) Member of “Impact Investing Roundtable”

MAFF Member of “Biodiversity Strategy Study Group”
MAFF Member of “Investigative Committee for the Practice and Visualization of Decarbonization in the Food Supply Chain”

Member of the selection panel for the “ESG Finance Awards Japan, Environmentally Sustainable Company Section”
Research Institute for Advancement Member of “Research Committee Investigating Information Disclosure For ‘Better Companies’ And

of Living Standards The Promotion Of Principles For Responsible Investment From The Viewpoint Of Working People”
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Chapter 4
ESG Integration and

Engagemention Equity/Active
Investment

Through our active investment in equities, not only do we seek to improve performance over the
medium to long term through ESG integration and through dialogue and engagement with the companies
in which we invest, but we also contribute to the sustainable development of stock markets.

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 investment management.

With both politics and the economy undergoing dramatic change, there are widely shared concerns
about the long-term sustainability of the current socioeconomic system. From a corporate perspective, it
is necessary to control management risks based on an understanding of ESG issues as they relate to
business activity. It is also becoming increasingly important for companies to draw up an effective growth
strategy that is in harmony with the sustainable development of the society.

Based on this awareness, in each of the strategies of the Equity Investment Division, we will enhance
stock selection through ESG integration and conduct proactive engagement to enhance the corporate
value of our investee companies. Through these activities, we are fulfilling our duty as a responsible
investor and aiming to maximize long-term investment performance. We believe that it is not only a
company’s strengths and strategies that are important when seeking to achieve sustainable increases in
corporate value, but also the existence of a corporate philosophy that is in harmony with society, and the
cultivation of a distinct corporate culture. Our sense is that an increasing number of our dialogues with
the companies in which we have invested are grounded in this perspective.

The Equity Investment Division places importance on being faithful to its investment philosophy in each
strategy. While sharing our basic policy in responsible investment, regarding specific ESG initiatives, we
respect the independence of each team to ensure compatibility with their investment philosophy. Below
we introduce the philosophy of each management team and report on the status of the initiatives in
which they are involved. We hope this will give you a sense of the sincere and progressive approach
taken by each team as they enter into dialogue and engage with the companies in which they invest, with
the ultimate goal of achieving improvements in long-term performance for clients.

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

The Four Materiality in Main paths to

Strategies investment philosophy performance Topics of dialogue and engagement

Research active WHfe]ii¥={¢eliug] + Corporate involvement in social needs and problem

team sustainability ITEELen | Dialogue with the capital market

Global equit Continuous - Strategies that are suitable for corporate identities

- quity improvement in Integration -« Strategy execution frameworks and corporate culture
competitiveness « Initiatives toward continuous improvement

+ Motivation of enhancing corporate value among the management team
Engagement - Corporate governance
+ Recognition of issues and effectiveness of countermeasures

Corporate structure

Value team
reforms

Sustainable growth that
SyElEeElREEN N captures structural Integration
changes in society

+ Changes in social structure
« Corporate philosophy shared among the management team
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() 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 2019 to the end of June 2020. 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
(number of companies) (number of companies)

E E Equity/Active investment
1 , 1 [Fund managers and research analysts] 1 ’434 (633) 81 (30)

= Topics of engagement = Key points and issues
(Previous year in parentheses)

1. The importance of the common goal of enhancing corporate
value over the medium to long term

[0) 0
9 % (11%) 6?% - Ensuring that constructive dialogue results in corporate actions that lead
29y, (66%) to enhancements in corporate value
23%)
(
2. Increase in request from corporates for dialogue
- There has been an increase in requests not only to explain business results
and strategy but also to exchange opinions on ESG and other topics
- In many cases the company specifically asks for a certain fund manager
or research analyst of Resona Asset Management

3. Strengthening dialogue and engagement in order to find
solutions to social challenges

- The strong point of active equity investment is deep discussion that is
B Profitability improvement / Business model / aligned with the corporate value of individual companies
Business strategy - Investigation of impact investments, etc.
Capital efficiency improvement / Capital policy
Governance / Abolition of anti-takeover measures /
IR improvement
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Chapter 4 ‘ ESG Integration and Engagement on Equity/Active Investment

Equity/Active investment

Strategy Materiality in investment philosophy Focus fields

. ) - The ability to create social benefits (the ability to increase
earCh 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: Giving concrete form to environmental initiatives and supporting improved
assessment by the stock market

Dialogue with companies: Major food manufacturer Company A

Situation

Company A is a pioneer in the field of instant noodle. While it boasts the top share in the instant noodle
market in Japan, abundant growth opportunities have been left untapped in overseas markets. It was
necessary to communicate in more concrete form to the company’s active initiatives in relation to
environmental issues, not least in order to further raise brand awareness among overseas consumers.

Dialogue and engagement

The unchanging values of Company A are rooted in the spirit of the founder, which is one of exploring the
various possibilities for food, and gratifying people everywhere with the pleasures and delights that food can
provide. Our judgment was that in order to achieve its vision, Company A must set and disclose concrete
numerical targets for the long term. When we conveyed this point to Company A, it was found that they had a
similar awareness of this problem, and that they were moving ahead with related initiatives. This dialogue
raised our expectations with regard to an accelerated implementation of specific initiatives.

Company A’s initiatives and our expectations

Company A announced its environmental strategy in June 2020. It included a target to reduce FY2030 CO,
emissions by 30% from the FY2018 level. In addition, it incorporated commitments such as switching all
containers for its main brands to biomass ECO cups by the end of FY2021, and increasing the procurement
ratio for sustainable palm oil to 100% by FY2030. As companies all over the world are placing higher priority
on environmental issues, we are convinced that initiatives such as these will help Company A that develops its
brand overseas enhance its corporate value.
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Strategy Materiality in investment philosophy Focus fields
. Continuous improvement Strategies that are suitable for corporate identities
GIObal eqU |tY te in competitiveness Strategy execution frameworks and corporate culture

Message from the fund manager

Our investment philosophy is to invest in “companies that continue to beat the competition.” To facilitate this we
constructed an assessment framework called “ISDK" that focuses on the elements that companies that consistently beat the
competition have in common. “ISDK” is a framework that assesses the consistency of the company’s self-awareness (its
Identity), its Strategy. its ability to Develop & Deliver, and its process for evaluation and improvement (KPI & Kaizen). Use of this
framework allows us to make inferences about whether the company will be able to continuously improve its competitiveness
going forward.

Through dialogue we have come to realize that not only do companies that consistently triumph over the competition
generate superior economic returns, but that their innovation also generates benefits, both direct and indirect, for a variety of
stakeholders, including the environment, society, shareholders, and employees. That the companies in our investment portfolio
have won awards and been ranked highly for their ESG efforts by third-party organizations, and that our portfolio has come
through the ISS climate change risk analysis with flying colors, has only strengthened this perception.

Our view is that continuous improvement in competitiveness through ISDK and sustainability discussions exist on the same
axis. We believe that companies that consistently beat competition from similar views. For that reason, rather than performing
assessments of individual elements associated with sustainability, including ESG, we use ISDK to analyze how each element
contributes to the generation of competitiveness. When we judge that the element in question could facilitate improvements
in competitiveness for the company we are in discussions with, we actively initiate further dialogue.

Dialogue example: Supporting visualization that leads to a philosophy and strategy for achieving
the company vision

Dialogue with companies: Mid-sized cosmetics manufacturer Company B

Situation

Company B is a manufacturer of everyday goods and cosmetics with a dominant market share in styling
products for men. In recent years not only has the environment in which the company operates gone through
significant change, but the speed of those change has increased. In this environment, Company B worked on
sharing and instilling a vision of itself, based on how it projected itself to be in 2027, not as a general
cosmetics manufacturer but as a cosmetics supplier with unique strengths.

Dialogue and engagement

Company B was well aware of the importance of sharing and instilling its vision and had been promoting it
on a company-wide basis, but it was not known as to whether investors had gained an understanding of this
from the Integrated Report and the new medium-term management plan. We entered into a discourse with the
company about its people and its strengths from a long-term viewpoint, and about the links between its
philosophy and strategy. On this occasion we used multiple approaches to further intensify the discussions,
such as by giving our Responsible Investment Division a seat at the table.

Company B’s initiatives and our expectations

In the 2020 edition of the Integrated Report Company B paid particular attention to blending financial and
non-financial information, and provided careful explanations of specific value creation processes and of its
“human-oriented company” philosophy. With regard to the “human” elements that Company B had often
raised in discussion with our team, we feel that it has made progress in making visible the strengths of the
company and its people, and the links between its philosophy and strategy, such as by making available
engagement scores that it had not hitherto disclosed. We have also been told that when the 2021 editions of
the Integrated Report and new medium-term management plan are announced, the company intends to
include information on material issues (materiality) that was not presented in the 2020 edition of the Integrated
Report, that takes into account discussions held thus far.
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Chapter 4 ‘ ESG Integration and Engagement on Equity/Active Investment

Equity/Active investment

Strategy

Materiality in investment philosophy Focus fields

Value team Corporate structure reforms 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, enhancing information disclosure

Dialogue with companies: Major household sundries manufacturer Company C

Situation

Company C is a supplier of pest control products (insecticides) with a dominant No. 1 share in Japan. Despite
this, a corporate culture centered on sales led to the normalization of inefficient use of sales promotions and
advertising, and the sale of low-margin products, resulting in a continuous decline in profitability. In addition, the
domestic market for pest control products accounted for the majority of profit, and its revenue structure was
such that its business results were much influenced by summer weather patterns in Japan. The other hand, the
current president of the company is steering it towards a focus on profit, and is moving forward with reforms
such as reducing product returns (where disposal losses occur, causing damage to profits), cutting low-margin
products, and lowering the ratio of marketing (advertising and sales promotion) expenses.

Dialogue and engagement

Since we invested in 2017, we have continuously engaged the company in dialogue, including the use of
discussion papers, primarily in relation to (1) the efficient management of sales promotion expenses, (2)
reductions in low-margin products, and (3) the expansion of revenue from everyday goods and the overseas
business in order to escape from the reliance on domestic pest control. In addition, we have worked for more
substantial disclosure.

Company C’s initiatives and our expectations

This fiscal year, we have seen progress in such areas as more efficient use of marketing expenses, cuts in
low-margin products, and reductions in product returns, and profit margins have improved steadily. In the
hitherto loss-making overseas businesses, we have begun to see signs of growth in revenue and we expect the
company to escape from its dependence on the domestic market for pest control over the medium to long
term. Nevertheless, there is still room for improvement in the disclosure of information related to the overseas
business, and we will continue to share our views with the company going forward.
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Strategy Materiality in investment philosophy Focus fields
S ll t Sustainable growth that captures  Demand creation and expansion with the structural changes in society
ma -Cap S 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 23 years since our investment team 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 devote ourselves to realizing a better society.

Dialogue example: Building a consistent story from corporate philosophy, to management
strategy, to a vision of future society

Dialogue with companies: Sales support company Company D

Situation

Company D began life as a temporary staffing company. Company D was concerned that temporary staff were
not being used effectively by society because most of companies are turning towards more efficient
management. Rather than focusing on the selling of man-months, Company D sought to raise the value-added by
the business by generating a virtuous spiral through making teams responsible for their results, improving
education, growth opportunities and motivation, leading in turn to enhanced quality of life. However, with the
business diversifying in one direction after another, management perceived a failure to accurately convey the
value they offered, and their vision, to the world at large.

Dialogue and engagement

As a long-term investor that had built a relationship with the company over many years, we shared
management’s perception of the problems mentioned above. In addition to communicating as market
participants our assessment of the company, how the company looks to others, and investors’ needs, we
organized collaborative study meetings, led by our Responsible Investment Division, to discuss the environment
in which Company D operates from an ESG perspective, including industry trends, and the needs of society.
During the course of these discussions we developed a strengthened mutual understanding and trust. Going
forward we intend to further intensify discussions with a view to resolving the problems in question.

Company D’s initiatives and our expectations

It was Company D's original aspirations and passions that led it to engage with social issues, and which were
then sublimated into the business, resulting in continuous growth. This makes Company D highly receptive to
ESG initiatives, and when this has been organized into the necessary forms and communicated externally, we
expect the company to be able to gather more personnel, gain support from customers, and accelerate its
growth. We anticipate that this will have a considerable social impact, and resolve certain social challenges.
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Chapter5
ESG Integration and

Engagement on Fixed
Income/Activerinvestment

In our active investment for Japanese fixed income, we integrate ESG issues into our
investment process in order to gain secure satisfactory investment income stably over
the medium to long term in accordance with our basic policy on responsible investment.

As SDGs awareness increasingly becomes part of the norms of society, we believe that the influence of
environmental (E), social (S), and corporate governance (G) factors with regard to creditworthiness of
issuers will grow more than ever. We believe that if bond issuers take appropriate action on ESG issues
they can control unpredictable volatility in cash flows and maintain sustainable growth, and that if they
are well prepared for a range of risks they can avoid damage to their corporate value, thereby helping to
increase the value of client assets.

We recognize the importance of making sure that bonds held do not default or fall below investment
grade before they are redeemed when investing in Japanese non-government bonds, such as corporate
bonds. When determining the creditworthiness of bonds and issuers during selection of investees and
monitoring of securities held, we supplement quantitative analysis such as financial analysis and
assessment of liquidity with qualitative analysis that takes ESG factors into consideration. When
determining creditworthiness, credit analysts take ESG factors fully into account during their analysis, and
discuss the investment process with fund managers. Fixed income investments with long maturities in
particular offer limited predictability, and we therefore believe it is important to integrate ESG issues into
analysis of creditworthiness in order to prepare for risks that could materialize in future.

When performing an ESG evaluation, experienced credit analysts with an awareness of potential
problems conduct assessments and form judgments through dialogue with issuers, amongst other means,
and through collaboration between internal resources such as the Responsible Investment Division and
the Equity Investment Division, there are becoming able to take a more multitiered approach.

Selection of individual bonds
(non-government bonds)

st investment candidate bongs
Gather information and prepare data on offerings by securities firms (including

i bond names, spreads, and prices), new issues, and other relevant topics
ohortlist securitieg

offering value
N For each industry, identify bonds offering attractive spreads for their credit ratings

Conduct Confirm using quantitative models such as default probability models and credit

qualitative rating prediction models
analysis
< . : 4 Including analysis of the macroeconomic ESG evaluation
List candidate environment, industry characteristics, (i) E (Environmental responsibility)
bonds for trading competitive environments within industries, (ii) S (Social responsibility)
management setups and external support (iii) G (Corporate governance)
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We place importance on ESG engagement with issuers in addition to integrating ESG issues into
investment process. During individual meetings with issuers, we have expanded discussions to cover ESG
issues in the medium to long term, in addition to topics related to business results and financial strategies.
By doing so we hope to avoid unanticipated credit risk that could materialize during our investment
period until redemption by recognizing potential risks involving such issuers, gaining a shared awareness
of challenges, and persuading them to address ESG issues.

Our ESG engagement involves jointly adopting with issuers the two topics of climate change and risk
management in supply chains, which are global issues espoused by Resona Asset Management, while
deciding on several subtopics from the perspective of fixed income investment. As we pursue
engagement, we are focusing on the issuers of those bonds we hold that have particularly long maturities.

The fact is that bond investors have limited means to directly exert influence over issuer companies’
management in the way that voting rights allow. To make our engagement more effective, therefore, we
are liaising with the Responsible Investment Division and the Equity Investment Division, among others, to
be able to pass the opinions of bond investors on to senior management at issuers.

[Total number of dialogues and engagements conducted] Number of dialogues Number of engagements
From July 2019 to June 2020 (number of companies) (number of companies)

! ’ : ! Fixed income/Active investment
[Fund managers and research analysts] 7O (41) 22 (17)

Fixed income/Active investment - Examples of dialogue and engagement

[Corporate governance] Company A (automobile company)

Company A had governance problems, and we entered into discussions with them regarding disclosure to be improved. We
engaged with them in relation to reorganizing their framework for departments with jurisdiction, and on their approach to dialogue.

We pointed out to Company A that the different We also pointed out to Company A
reporting lines to top management, i.e., its IR that a recent cancellation directly The company
Company A department was the point of contact for equity before an issuance brought about shared investors’
investors while its finance department was the point confusion in the bond market because ~ concerns, and
of contact for bond investors, may be resulting in we felt its explanations for the promised future
poor cooperation in terms of dialogue with investors. cancellation had not been adequate. improvements.
Discussed regarding Improvements requested. Based on examples of insufficient dialogue
insufficient disclosure towards with the bond market, we insisted that communication is essential if
bond investors. mutual trust is to be maintained.

[Decarbonization and stranded assets] Company B (electric power company)

Company B, which had been spun out as the thermal power generation division, was planning its first bond issuance. With
the risk of coal-fired power generation facilities that it held becoming “stranded assets,” we engaged with the company
regarding the long-term outlook and its environmental policy.

The company gained a new awareness of the importance
of disclosure, and ahead of the issuance announced new
initiatives regarding coal-fired power generation, including a
Company B First bond issuance planned. fade-out program for deteriorated coal-fired facilities.

Resona We communicated to the company that we would not be able to
invest with confidence without clarity on the medium- and long-term
outlook for coal-fired power generation, which accounted for 13% of
its energy mix, and a clear environmental policy.
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Chapter é

Resona’s Proxy Voting

As an institutional investor, Resona Asset Management assumes key responsibility for facilitating
corporate governance improvements of its investee companies. Accordingly, the corporate activities of
our investee companies have a significant impact on the environment and society and in turn, we
recognize that those changes also affect our investment results.

We have drawn up Global Governance Principles encompassing Japanese and global equities based on
that awareness, and have established proxy voting guidelines for respective Japanese and global equities.

Resona Global Governance Principles

= Board responsibilities

- The board should act in the interests of company’s shareholders by promoting sustainable growth of the
company from a long-term perspective. This involves assuming accountability to shareholders and other
stakeholders, and giving consideration to a wide range of stakeholders integrating ESG factors.

- The board should supervise execution of duties by management.

- The board should effectively assess and supervise business results and compensation with respect to
management.

® Board composition

- The board should preferably have no less than a majority of independent non-executive directors.

- The board should preferably have a sufficiently diverse mix of directors to ensure effective supervision of
business activities of management.

® Ensuring reliability of information and information disclosure
- The board ensures reliability of financial and non-financial information disclosed by the company, and accordingly
assumes supervisory responsibility for providing such information to the respective stakeholders.

- The board should disclose highly reliable information in a timely manner so that shareholders are able to fully
exercise their voting rights upon having sufficiently understood content of proposals, and also so that
shareholders are able to effectively conduct engagement regarding matters affecting their interests.

= Shareholder rights

- Rights of all shareholders should be equal and a shareholder’s voting rights should be directly linked to the
shareholder’s economic stake.

- The board should ensure that shareholders have voting rights on key decisions and transactions of the company.

Whereas these governance principles constitute recommendations, as such companies are to draw up
voting guidelines for Japanese and global equities that are aligned with their business realities, in light of
varying laws, regulations, business practices and corporate governance codes of the respective countries.
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Establishment and review of proxy voting guidelines

We make decisions with respect to initiatives such as the establishment and review of proxy voting
guidelines upon discussion in the Responsible Investment Committee. Proxy voting guidelines are updated
by considering factors such as legal revisions, required standards under Japan’'s Corporate Governance
Code, and prevailing circumstances affecting governance of a given enterprise.

We periodically consider the prospect revising the proxy voting guidelines no less than once per year.
Please refer to Resona Asset Management’s website for information on our proxy voting guidelines. In
addition, proxy voting details (Japanese equities, individual investee companies, specific proposals) are
posted on our website every quarter, and from the shareholders meetings held from April 2020 onward,
reasons for voting are also disclosed, regardless of whether the vote is for or against a proposal.

Approach to proxy voting (In Japanese only) » https://www.resona-am.co.jp/investors/giketuken.html

= Revised proxy voting guidelines (revisions applicable for the shareholders meetings held from January 2020 onward)

We will vote against if:

The company does not appoint independent outside directors to one-third of the total board composition.
However, for a company with a board of corporate auditors that does not have a parent company or a controlling
shareholder, we will vote against if: The company does not appoint two or more outside directors, comprising at
least 20% of the board.

Where outside directors correspond to any of the following, they shall be deemed to have no independence.

Board composition

Japanese equities

Independence criteria for
outside directors and
corporate auditors

(i) When the company has not filed or has no intention of filing a notification with a financial instruments
exchange to the effect the director is an outside director as independent officer

(i) When they are associated with a major shareholder of said company that holds more than 10% of the
shares (or has had an association within the past 10 years)

Director compensation
(stock options, equity grants)

Board composition

Independence criteria for
outside directors and
corporate auditors

We will support compensation to the outside directors and supervisory committee members consisting of:

Fixed stock compensation and stock-based compensation (stock options with a strike price of ¥1);

and Compensation that is not excessive (as a general rule, not be more than ¥5 million, and the cash to shares ratio
should not be more than 1:0.3).

Revisions applicable for the shareholders meetings held after January 2021 onward

We will vote against if:

The company does not appoint independent outside directors to one-third of the total board composition.
However, for a company with a board of corporate auditors that does not have a parent company or a controlling
shareholder, we will vote against if: The company does not appoint two or more outside directors, comprising at
least 25% of the board.

We will vote against a company that has a parent company or controlling shareholder if:

Independent outside directors do not comprise a majority of the board members.

Where outside directors or corporate auditors correspond to any of the following, they shall be deemed to have
no independence.
(i) When the company has not filed or has no intention of filing a notification with a financial instruments
exchange to the effect the director is an outside director as independent officer
(i) When they are associated with a major shareholder of said company that holds more than 10% of the shares
(or has had an association within the past 5 years)
(iii) When their term of service at said company is 12 years or longer

Director compensation
(retirement bonuses)

Capital policy

Anti-takeover measures

We will vote against if:
The individual payments or the total payments are not disclosed.

We will support a proposal of disposal of treasury stock through allocations to foundation for the purpose of
raising funds for establishing and supporting a foundation, in instances where the dilution rate would be within a
certain level (1% or less), and voting rights would not be exercised.

We will vote against the introduction or continuation of anti-takeover measures if the company has not
conducted business operations efficiently where: ROE has been less than 5% for three consecutive fiscal years;
The cash position is excessive (net cash is 25% or more of total assets); or ROE has ranked in the bottom 25% of
the industry for three consecutive fiscal years.

= Future policy (Considering adopting for the shareholders meetings held from 2022 onward)

- We believe it is preferable for outside directors to account for a majority of the total board composition. Hence we will
consider when to incorporate this standard into the proxy voting guidelines. In the next revision to proxy voting guidelines,
we will consider whether to: Require the number of independent outside directors to be at least one-third even for a
company with a board of corporate auditors.

Board composition

- We confirm whether the company itself has determined its approach to diversity and size of the board of directors, as well
as its attitudes to gender and international representation, and we check progress made towards these initiatives. We will
focus first on greater gender diversity, and engage with the management. Going forward we will consider voting against
companies that do not have female executive officers.

Diversity

- Under the revision to Japan’s Corporate Governance Code, companies are required to disclose their policies on reductions
of cross-shareholdings. We will consider voting against cross-shareholdings that lead to capital inefficiency or a
deterioration in corporate governance quality after taking into account the individual management circumstances for
companies whose cross-shareholdings exceed a certain level.

Cross-shareholding
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Chapter é ‘ Resona’s Proxy Voting

Proxy voting results for Japanese equities (from July 2019 to June 2020)

The following provides details on Resona’s proxy voting results for Japanese equities during the period
from July 2019 to June 2020. We often decide how to vote on proposals based on details released in
convocation notices and other such disclosures. However, there are also cases where we weigh the pros
and cons of proposals after having gained an extensive mutual understanding of the matter at hand
through dialogue and engagement with the respective company.

Opposition ratio
9.8%

Approval ratio

11.44

Management proposals

Shareholder proposals

(Previous year)

(10.8%)

(Previous year)

(8.2%)

Voted for

19,757

Total number of proposals

21,908

237 27

We thoroughly considered the notion of whether or not shareholder proposals would contribute to enhancing shareholder value over the medium to
long term, and whether or not they would better protect the rights of shareholders. Meanwhile, our guidelines on proxy voting placed consideration
particularly on the notion of whether or not respective companies meet our standards in terms of their governance frameworks and financial practices.

Opposition ratio
(Previous year)

9.1y

Corporate bodies

Appointment and dismissal of

directors 9.7%)
Appointment and dismissal of
corporate auditors 1 3 . 4% (17.0%)
Appointment and dismissal of
accounting auditors O . O% (0.0%)

Opposition ratio

Director compensation X
(Previous year)

Director compensation (*1) 1 1 5% (15.8%)
Payments of retirement
bonuses for retiring officers 47 . 4% (45.1%)

Opposition ratio
(Previous year)

5.9%

Corporate bodies

Appropriation of surplus

(6.4%)
Restructuring (*2) O . O% (0.0%)
Introduction, renewal or
abolition of anti-takeover 93 5% (75.0%)
measures ’ '
Other proposals related to O O
capital policy (*3) «\U% (4.1%)

Opposition ratio
(Previous year)

2.0%

Opposition ratio
(Previous year)

42.9%

Articles of incorporation

Articles of incorporation

Other proposals

Other proposals

(3.1%)

(0.0%)

Total number of
proposals

16,547

2,370

56

Total number of
proposals

749

137

Total number of
proposals

1,430
31
93
47

Total number of
proposals

441

Total number of
proposals

7

We voted against director nominees if issues arose on:
appropriateness of board compositions (independence of
outside directors); corporate earnings and capital efficiency.

We deliberated on propriety regarding independence of outside
corporate auditors, etc., and if we concluded that there were
issues, we voted against. When insufficient explanations were
given for reducing corporate auditors overall, or outside
corporate auditors, we voted against appointments of
representative directors.

We voted against director nominees if issues arose on:
appropriateness of board compositions (independence of
outside directors); corporate earnings and capital efficiency.

Regarding payments for outside directors, corporate auditors,
etc., we voted against all payments including when companies
were to discontinue such bonus payments due to terminating
their retirement bonus plans.

We deliberated on propriety regarding standards for shareholder
return policies and retained earnings, etc., and if we concluded
that there were issues, we voted against.

We thoroughly considered whether aims and specifics of
proposals would contribute to enhancing shareholder value, and
if we concluded that a proposal’s implementation and
administration would not ensure a framework or mechanism that
would produce objective and adequate findings from the
standpoint of minority shareholders, we voted against.

*1. Proposals on compensation policy, stock options plans, adoption and amendments to performance-linked compensation, and bonus plans.
*2. Proposals on mergers, transfer of business, equity swaps, equity transfers and company splits.
*3. Proposals on share buybacks, reduction on statutory reserves, third-party allotment, capital reduction, reverse stock splits and issuance of classified stock.
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O Proxy voting results for global equities ex. Japan (from July 2019 to June 2020)

The following provides details on Resona’s proxy voting results for global equities during the period
from July 2019 to June 2020.

Management proposals

Shareholder proposals

Opposition ratio

3.8%

Approval ratio

33.8%

(Previous year)

9.2%)

(Previous year)

(80.6%)

Voted for

30,127

Total number of proposals

33,050

1,788 1,498

Of the total number of proposals: Proposals related to written consent and proxy access accounted for about one-third; Disclosure on political contributions

and lobbying activities accounted for around 20%: and Appointment of an independent chairman of the board accounted for approximately 10%.

- Shareholder proposals requesting reports on climate change rose to 11 (Resona Asset Management's approval ratio of 72.7%). (In the previous fiscal
year, there were only two and we supported both of them.)

- There were four shareholder proposals requesting one voting right for each share, all of which we have supported.

Corporate bodies

Appointment and dismissal of
directors

Appointment and dismissal of
corporate auditors

Appointment and dismissal of
accounting auditors

Director compensation

Director compensation (*1)

Payments of retirement
bonuses for retiring officers

Capital policy

Appropriation of surplus

Restructuring (*2)

Introduction, renewal or
abolition of anti-takeover
measures

Other proposals related to
capital policy (*3)

Articles of incorporation

Articles of incorporation

Other proposals

Other proposals

Opposition ratio
(Previous year)

5.9

(7.6%)
O . 6% (2.2%)
O . 9% (1.0%)

Opposition ratio
(Previous year)

23.0x%
0.0x

Opposition ratio
(Previous year)

1.3%

(22.1%)

(20.7%)

(0.7%)
18.7% sen

3 . 9% (12.5%)
11.24  eow

Opposition ratio
(Previous year)

4.0%

Opposition ratio
(Previous year)

7. 3%

(7.4%)

(7.8%)

Total number of
proposals

12,578
490

1,918

Total number of
proposals

3,017

0

Total number of
proposals

1,178
2,310

7
5,061

Total number of
proposals

796

Total number of
proposals

5,625

The decline in Resona Asset Management’s (RAM's) opposition
ratio was caused by a fall in opposition ratios for India and the
United States.

Opposition ratios were high in Hong Kong, the Philippines and
Taiwan due to: Misgivings about the independence of the board
of directors and committees, and because there were many
individuals serving in multiple positions.

This was because the RAM's opposition ratio in China rose.

The reasons for the rise in the opposition ratio in China were that:
There was no information disclosure on the proposals; and
Directors who received performance shares were involved in the
management of the compensation plan.

We have opposed half of the proposals in the United States
because of dilution. Of the remaining half, we have opposed many
due to CEO compensation that was not compatible with
performance and the share price, or due to insufficient explanations
of changes or revisions to the compensation structure.

*1. Proposals on compensation policy, stock options plans, adoption and amendments to performance-linked compensation, and bonus plans.
*2. Proposals on mergers, transfer of business, equity swaps, equity transfers and company splits.
*3. Proposals on share buybacks, reduction on statutory reserves, third-party allotment, capital reduction, reverse stock splits and issuance of classified stock.
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Chapter é ‘ Resona’s Proxy Voting

() Examples of qualitative judgments on proposals

Resona Asset Management conducts proxy voting in accordance with its Global Governance Principles
and proxy voting guidelines; here we present two proxy voting cases where qualitative judgments were

to be made.

Voting
guidelines

Governance Enhancement of Protection of
frameworks shareholder value shareholder rights

We thoroughly consider whether shareholder proposals would contribute to enhancing shareholder value.

In the voting process, we refer to our proxy voting guidelines to consider whether the respective companies meet our
standards in terms of their governance frameworks and financial conditions. As shareholder proposals include diverse
matters such as environmental and social issues, we thoroughly consider whether the proposal would contribute to
enhancing shareholder value over the medium to long term, and whether it would better protect the shareholder rights.

case 1 Company X

Case overview

Proposals

Logic and
voting decision

March 13, 2020 April 15, 2020 The proponent continued June 26, 2020

The proponent requested a In order to move forward to file their proposal, The annual general
partial amendment to the with initiatives that take because the company’s shareholders meeting
Articles of Incorporation: into account the response was deemed to was held.

Asking for disclosure of a expectations of society, its not meet their requests

plan outlining the company’s strategy as a company, and with regard to the scope

business strategy to align its principles for responsible of application and

investments with the goals banking, Company X achieving objectives.

of the Paris Agreement. revised its Basic Policy on

Sustainability Initiatives.

Shareholder proposal

Partial amendment to the Articles of Incorporation
(Disclosure of a plan outlining the company’s business strategy to align
its investments with the goals of the Paris Agreement)

A clause was to be inserted in the Articles of Incorporation as follows: “Bearing in mind that Company X has
approved the Paris Agreement and the Task Force on Climate-related Financial Disclosures (TCFD), it shall
disclose plans showing metrics for investments aligned with Paris Agreement targets, and a management strategy
that includes these targets, in an annual report.”

It was decided that information disclosure by Company X in question
met a certain level, and there was no need for this to be determined in
the Articles of Incorporation

Voted against
shareholder proposal

When the shareholder proposal followed the proxy voting guideline of “because shareholder proposals include
diverse matters covering environmental and social issues, we give thorough consideration to whether the
proposal would contribute to enhancing shareholder value over the medium to long term, and whether it would
better protect the shareholder rights.” This proposal was one that could have been supported from the
perspective of contributing to an increase in shareholder value over the medium and long term.

On the other hand, because Company X had already conducted TCFD disclosure for a certain level of
information, which the proponent had requested, it was highly likely that changing the Articles of Incorporation
would restrict its corporate behavior.

We have voted against the proposal because:

We judged that changing the Articles of Incorporation would not lead to greater protection of shareholder interests.
After the general shareholders meeting, we conducted separate meetings with the proponent, and after
considering the contents of the proposal, engaged on an individual basis with Company X to achieve more
substantial disclosure of information related to climate change.
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case 2 Company Y

Case overview

Proposals

Logic and
voting decision

January 10, 2020 February 12, 2020 February 18, 2020 March 27, 2020
Company Y received a letter Company Y announced its Company Z and its subsidiary The extraordinary
from Company Z, a major opposition to the tender offer. filed a revised tender offer meeting of
shareholder of Company Y, to The holding of an response to a request from shareholders was held.
the effect that they were extraordinary meeting of Company Y, extending the tender

considering implementing a shareholders was announced offer period to 60 working days,

tender offer. to consider whether to and enabling shareholder

January 21, 2020 introduce anti-takeover opinions to be confirmed at the

Company Z and its subsidiary measures. meeting of shareholders during

began the tender offer. the tender offer period.

Management proposal

Approval Regarding Introduction of Response Policies for the Tender Offer for
Company Shares by Company Z and Its Subsidiaries

Introduction of response policies for the tender offer for company shares by Company Z, such as a basic policy on
the kind of party who should have control over decision-making with regard to Company Y's finance and
operations, and measures, etc. to prevent control from being exercised by a party who is considered unsuitable in
comparison to the basic policy.

Management proposal

Allotment of share options without contribution

Share options will be allotted to shareholders who satisfy the following conditions, and a holder of Share Options
may exercise the Options only if: The holder does not continue a Large-scale Purchase Action, pledges not to
conduct any Large-scale Purchase Action, and, the holding ratio of the share certificates falls below 20%.
Countermeasures against Company Z's takeover bid

We determine whether to support or to vote against a proposal for the introduction or maintenance of
anti-takeover measures after thoroughly considering whether the purpose or specifics would contribute to
enhancing shareholder value.
Voting In principle, we will vote against anti-takeover measures if they do not meet the following standards:

guidelines (i) The anti-takeover measures are proposed at a shareholders meeting.
(i) Company Y has a majority independent board composition.
(iii) There are clear triggering requirements.
(iv) In the case where it has an independent committee, independence of all the members is ensured.

Approval for the introduction of policies in response to a tender offer, Voted in favor of
etc. by Company Z or its subsidiary, targeting shares of Company Y management proposal

The criteria of the board composition required for the introduction of the response policies for the tender offer
are fulfilled.

We judged that supporting the management proposal would contribute to improving the corporate value over the
medium to long term, because: The takeover bid with an upper limit of 43.82% had a strongly coercive element;

It was likely even after the takeover to remain as a minority shareholder; and

Company Y had announced plans to reform the business as well as a long-term vision, in addition to committing
to raising corporate value over the medium to long term.

Voted in favor of

Allotment of share options without contribution management proposal

We have supported the proposal, because:
The use of allotment without contribution was instead of “favorable issues” and removed the risk that existing
shareholder value for the minority holders would be diluted.
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Chapter 7

Assessment of Responsible

Investment and Stewardship
Activities

O Annual assessment of Principles for Responsible Investment (PRI)

We enlist our annual PRI Reporting and Assessment process
with respect to key performance indicators in terms of our Signatory of:
PDCA (plan, do, check, act) cycle for responsible investment
and stewardship activities. External assessment is carried out u
with the aim of bringing about qualitative improvement with = == PR |
respect to our responsible investment and stewardship activities
through efforts that involve determining issues that must be
addressed in order to maintain or improve assessments.

Summary of PRI assessment scores

Approach to responsible investment (Overall At
assessment) Strategy & Governance

/t "‘-/ Listed equities - ESG Incorporation A+

Listed equities - Active ownership A
Engagement A+

Proxy voting A

Fxea income. Srenatonalbonds soveregbonds. g

Bank debentures B

e | A Corporate bonds B

Principles far
Responsible
Investment

A+

A+
A
A+

> » » >

2018 2019 2020

A+

A+
A
A+

>>» > >

The PRI Reporting Assessment evaluates Resona Asset Management's responsible investment activities,
and the organization’s overall responsible investment approach. We have maintained an A+ score, the

highest rank, since 2015.

Under PRI annual assessment, the PRI Secretariat assesses PRI signatory institutional investors particularly on their efforts to
carry out responsible investment, thereby granting them scores on the basis of six performance bands (A+, A, B, C, D, E),

with A+ being the highest possible score on a global basis.
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O Self-assessment of stewardship activities

As an institutional investor serving as an asset manager, Resona Asset Management has established its basic
policy on responsible investment with the aim of explicitly stating its approach to helping enhance investment
return of its clients from a medium- to long-term perspective. Accordingly, we carry out three specific
initiatives (i.e., ESG incorporation, constructive dialogue and engagement, proxy voting). We also perform
self-assessments on a regular basis in order to further heighten the level of such initiatives. These self-
assessments correspond to the assessments described in Guidance item 7-4 of Japan’s Stewardship Code.

Measures for self-assessment

Resona Asset Management's Policies regarding Japan's Stewardship Code stipulates that, “Resona Asset
Management believes that appropriately performing self-assessment with respect to its policies and initiatives
pertaining to its responsible investment is important. Under that premise, we will develop an effective
assessment framework that involves taking on tasks such as precisely determining issues in conjunction with
external assessment, while operating on the basis of self-assessment performed by members of the
Responsible Investment Committee.” Our Responsible Investment Committee plays an important role in
fulfilling Resona Asset Management's responsible investment and stewardship responsibilities.

We administered a tiered-assessment and open-ended surveys where members of the committee furnished
their thoughts with respect to: whether they feel that we are taking sufficient efforts with respect to initiatives
required under respective principles and guidelines of the stewardship code; whether they feel that we
maintain an organizational framework sufficient to carry out our stewardship activities; whether we are
properly implementing the cyclical PDCA (plan, do, check, act) approach with respect to stewardship activity
results, assessments and improvements; and, whether we are adequately operating the Responsible
Investment Committee in terms of its function as a responsible investment control tower. The self-assessment
period extended from July 2019 to June 2020.

In September 2020, the Responsible Investment Committee held discussions on recognized issues and
means of addressing those issues, upon having received reports on progress made with initiatives to address
issues of the previous year and survey findings.

Results of self-assessment

(i) Initiatives involving stewardship code

- We have consistently been awarded high marks by external assessors for appropriately carrying out our stewardship
activities on the basis of clear guidelines.

- We encourage increased collaboration between the Responsible Investment Division, which seeks engagement from a
very long-term perspective, and each division (Equity Investment and Fixed Income Investment), in the form of joint
participation in dialogue with companies and the sharing of content and issues arising therefrom, as well as promoting
further ESG integration. We are also deepening the relationships between the different investment divisions in order to
implement engagement effectively.

- Our assessment shows that the discussions of the Responsible Investment Committee were generally effective.
However, some are of the opinion that, given that the scope of responsible investment and related activities have both
broadened and deepened, although in-depth discussions have taken place, development of understanding among
members were insufficient. At the responsible investment meetings, we share information related to responsible
investments, and deepen understanding of our activities.

(i) Operations of the Responsible Investment Committee

- The Responsible Investment Committee reviews the proxy voting guidelines, deliberates on proposals that are difficult to
judge, and discusses matters such as engagement policy. In addition, the state of ESG integration at each investment
division and the engagement results are reported. High marks have generally been awarded for the appropriateness of
meeting frequency, time allotted, and issues selected for discussion. Going forward, we will continue to work to facilitate
more effective advice and supervision by the Committee, and to enable more efficient Committee operation.

(i) Issues
- With the aim of more effectively carrying out Resona Asset Management's stewardship activities, we will consider and
implement action plans geared to gaining a shared awareness of the issues listed as follows, and finding solutions.
- Continuing to raise the effectiveness of ESG integration and of engagement, while improving our ability to explain
such issues.
- Continuing to further promote the sharing of information among the investment divisions so as to enable healthy
discussion and highly effective supervision.

For policies regarding Japan's Stewardship Codes, please refer to the following. (In Japanese only)
https://www.resona-am.co.jp/investors/ssc.html
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