


Robeco’s engagement process consists of five phases

1. Decide which
companies to
engage

- Issues which are or
become important to
investors and society

- Media attention on
issues relating to
international codes

- Clients’ preferences
and holdings

1. Determining
objectives and
strategy

- Measurable objective
(SMART)
- Strategy
(incl. communication)
- Relation check
- Shareholder base

Preparation phases
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I1l. Establish contact

- Inform internal
key persons

- Establish contact
and relations

- First contact at the
company depends
on the issue to be
raised (board or
expert level)

IV. Dialogue

- Constructive dialogue
based on facts and
arguments

- Evaluation of
responses

- Eventually share
views and opinion
with other
shareholders

Execution phases
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V. Results

- Measure results
based on predefined
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- Benefits over time
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Following our research into the selected theme for a particular list of
companies, we determine the specific objectives and a strategy for active
dialogue with each company. For each company we define specific,
measurable, appropriate, realistic and time-bound objectives. In order to
reach these objectives, we determine a company-specific strategy for each
dialogue. This strategy will include interim milestones, communication
methods and people to address within the company. Additional input

for the strategy consists of the nature of our ongoing relationship with
the company and its shareholder base, and is enhanced by the results of
dialogue with the company’s peers.

An example of the objectives and strategy applied

-~ Based on the research performed on the theme of forced labor in the
supply chains of retail companies, we have defined objectives and
strategies for a dialogue with the analyzed companies.

= One particular retail company made no public statements and issued
no results regarding the abolishment of forced labor in their supply
chain.

-~ Forthis company, we identified four objectives to be reached within
three years:

- Develop a public policy which addresses forced labor in the supply
chain;

- Create systems in order to implement this policy and be transparent
on the nature of these systems;

- Let the implementation of the policy be verified periodically by an
external organization;

- Make the results of this verification public.
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Robeco’s way of establishing contact for the first time with a company
depends on the nature of their relationship to date. If Robeco already has
a relationship with a company, contact for the purpose of establishing

a dialogue will first be made through the responsible person at Robeco.
Otherwise, specific issues will trigger a particular way of approaching the
company.

Issues related to corporate governance are frequently addressed at
management or supervisory board level, while environmental and social
issues are generally addressed at expert level elsewhere within the
company.

In this phase, we provide the company with information about ourselves,

the way we work and the goals we wish to achieve through dialogue. We

also verify the information obtained in the previous phases with regard to
the company.

An example of our method of establishing contact

- After setting the objectives and a strategy for a dialogue with a
global oil and gas company on investments in controversial regimes,
we checked Robeco’s existing relationship with the company.

= Our only contact with the company thus far had been with the
investor-relations department.

- We contacted the investor-relations department, explained who we
were and what we would like to discuss with the company.

— Theinvestor-relations department organized an introductory
telephone call involving us, the investor-relations department
and the company’s chief specialist on investments in controversial
regimes.

- After we had all become acquainted and had learned what our
perspectives were, our dialogue was ready to take off.
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After establishing contact with the company for the first time, our
dialogue can take off. We exchange viewpoints with the company and try
to present convincing arguments to effect a change of behavior in line
with our objectives.

Robeco uses different methods of engagement, depending on the phase
reached in a dialogue. The first phase of any dialogue will generally
consist of phone calls or correspondence with the company by e-mail or
letter. Subsequently, we will schedule a conference call or a meeting to
discuss our viewpoints and those of the company.

Other approaches in the dialogue phase, particularly if the results of the
dialogue are lagging, may include speaking at annual general meetings
and sending joint letters together with other investors.

Sometimes it can be fruitful or become a necessity to share views and
opinions with other shareholders in order to ensure that there is a
broader shareholder base to support any change to be introduced. This
may improve effectiveness and efficiency and result in a more balanced
concept. This is illustrated by co-operative efforts undertaken with
other investors via platforms such as the United Nations Principles for
Responsible Investment, or Eumedion and ad hoc coalitions.

If no agreement is reached between Robeco and the engaged company,
and if no satisfactory improvement takes place, we may decide to become
more confrontational in our demands.

In the process of a dialogue, Robeco maintains a low media profile on the
company. Upholding the interests of the client, whose name will always
remain anonymous unless otherwise agreed in writing, is the factor of
principal concern to Robeco.

An example of a dialogue

- After establishing contact with a particular retail company, we
exchanged viewpoints in a conference call with the company’s
specialist officer on topics related to labor conditions within the
company itself and in its supply chain.

— During the conference call we expressed our concerns and made
suggestions about how to improve specific points. For example, we
asked the company to publish information about the labor-standards
policy it claimed to have in place. We also wanted the company to
provide a complete overview of the verifications conducted on the
various sites in its supply chain.

— After we had repeated our concerns several times, there was still no
satisfactory response forthcoming from the company.

- Wethen decided to work together on the issue with other
institutional investors worldwide. This group of investors was able to
send a clear, strong message to the company about specific changes
considered desirable and beneficial to the company, its employees,
shareholders and other stakeholders.

— The company started to get more responsive after receiving a joint
letter from the investors. The dialogue entered a new stage.
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When we start an engagement process, we begin by defining a specific
engagement goal as clearly as possible. If the company implements the
change, engagement can be considered a success. However, we never
claim that a change has taken place purely as a result of our efforts alone.
This is because the company may already have intended to implement
changes pertaining to this engagement issue, and other institutional
investors and stakeholders may have requested similar changes.

We report on a quarterly basis on the goal or goals we have defined and
the changes to which a company has committed.

It is almost impossible to quantify the immediate or indirect financial
effects of successful engagement. It takes time to implement change.
Measuring stock-price performance after an engagement does not always
produce a true reflection of the impact that change has had. As Robeco is
a typical long-term investor, the benefits over time will be part of overall
performance for our clients.

Robeco believes in transparency in general. In terms of engagement, we
are publicly transparent about the companies with which we engage and
about the results accomplished. However, while the engagement process
is ongoing, certain details may be restricted and not made public. This
will be the case, for instance, in cases where openness may jeopardize
the envisaged change in a company’s behavior. Our institutional clients
receive the full details under a confidentiality agreement. Our public
reports, which are more summary in nature, can be found on our website,
www.robeco.com.
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Robeco believes good corporate governance is positive for shareholder
value in the long term and thus in the interest of our clients. Robeco wants
to exercise its voting rights on stocks in the portfolio of its investment
funds throughout the world.

Robeco strives to vote at as many shareholders’ meetings as possible.
However, sometimes it may be in the interest of the client not to vote.
This may be the case for companies that block the sales of their shares
during the voting period or for shares that have been lent out. Investors’
interests always are the first criterion in the decision as to whether or not
to exercise voting rights.

From a shareholder’s perspective, the major requirements relating to a
good corporate governance system are:

shareholder rights;

independent supervision;

accountability;

transparency.

Robeco uses the ICGN Global Corporate Governance Principles as external
code of conduct as framework for its voting decisions. Consistent and in
accordance with these global principles, Robeco further takes account of
a company’s compliance with local laws and local governance codes and
systems as leading framework, such as the Dutch Corporate Governance
Code in the Netherlands.

Shareholder rights

Good corporate governance entails balancing the rights, the powers and
the responsibilities of and between corporate boards, major shareholders
as well as minority shareholders of the company.

With regard to obtaining this balance the following issues are important:

- Information distributed by the company should be transparent,
relevant and reliable, and give an accurate and fair picture of the
company’s operations;

- Information for shareholders is to be distributed in a timely fashion
and evenly, and made accessible to everyone at low cost;

— Each shareholder has the right to vote on all important matters in a
convenient and economical way;

- Each share represents voting power proportionate to its economic
stake;

— The remuneration packages of board members, executive and non-
executive, are aligned with shareholders’ interests as measured by the
company’s long-term financial performance and stability;

— The non-executive board members are accountable to the
shareholders and act in their best long-term interests.

4
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Independent supervision

Adequate and independent supervision is necessary to assure that

board executives serve the longer term interests of the company and

its stakeholders. Generally, the supervisory board should foster well

informed, independent decision making and as a group be composed

accordingly. This should be taken into account when assessing individual
board members, their suitability and their independence.

- Inthisindependence assessment, industry experience, historical and
actual links to the company are weighed. Depending on the overall
board composition, independence of individual members may be
outweighed by their capabilities and relevant experience.

- Robeco observes that definitions of independence vary from
jurisdiction to jurisdiction and that these definitions reflect different
(local) approaches of corporate governance.

Companies should disclose their own definitions of independence and the

desired composition of their supervisory board. These definitions should,

as a minimum standard, be compliant to applicable laws.

Accountability

In a company the board is responsible and accountable for:

— Aclearly defined corporate strategy, sustained by solid financial and
adequate risk oversight policies and systems;

— Adequate communication and execution of this strategy;

— Performance objectives, set and monitored in accordance with the
strategy;

- Selecting, screening, monitoring, motivating and remunerating key
executives in the best interest of the continuity of the company, (the
quality of) its management and thereby its shareholders and other
stakeholders;

- Monitoring and reviewing the corporate governance systems of the
company on a frequent basis and taking appropriate action to comply
with best practices.

Transparency
For both complying with and evaluating the above principles,
transparency is essential.

-~ Companies should act in a transparent manner by publishing their
corporate governance policies and by being transparent how these
policies are implemented and evolve in practice over time.

- Applying shareholders’ rights in a transparent way increases the
quality of the corporate governance system as a whole.

- Both companies and shareholders benefit from transparency on
policies and practices.

Voting in practice

The execution of voting rights is an important part of a well-functioning
corporate governance system. Robeco takes its responsibility by voting at
shareholders’ meetings worldwide for its own funds and for discretionary
mandates at the client’s request. The most important aspects of Robeco’s
full-service voting concept are explained below.

Voting portfolio

Robeco’s current voting portfolio consists of over 2,000 meetings at
companies spread all around the world. To avoid unnecessary cost and to
increase the efficiency of the voting services in the interests of our clients,
Robeco uses an electronic voting platform. This platform is used to vote at
most of the meetings, but in a few cases Robeco attends the AGM to cast
its vote. Electronic voting is an efficient way of voting by proxy.

Voting decision

Robeco votes at over 2,000 shareholders’ meetings. We use
independent voting advice from one or more external service providers.
Robeco’s Responsible Investing team compares the specific voting
recommendations with the company’s corporate governance policy.
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Robeco takes past and ongoing engagement activities with the specific
company in question into account. In the case of controversial or vital
agenda items related to mergers and acquisitions, the responsible
portfolio manager at Robeco is consulted to discuss the vote. Ultimately
Robeco actively decides how to vote at each individual meeting.

Securities lending and share blocking

Securities lending is important in today’s financial markets, because it
provides liquidity in the market. Robeco receives a fee for a security that
has been lent and this directly benefits our clients. If securities have been
lent, Robeco is not able to vote at the shareholders’ meeting. For specific,
mostly controversial meetings, Robeco can decide to recall its shares. This
policy helps Robeco realize returns from securities lending and preserve
voting rights.

In @ number of markets worldwide shares are blocked for sale during
a certain period of time if the voting rights attached to the shares are
executed. Robeco may decide not to vote if the shares will be blocked
because it is not in the best interests of our clients. The blocking of
shares limits the trading possibilities of the portfolio managers and

it may also harm the performance of the investment portfolio. Share
blocking also limits the possibilities of lending the shares to a third
party, which may reduce the lending revenues. All these factors mean
that voting may not be in the best interests of the clients if it means
that the shares will be blocked. The possible negative impact on the
performance and lending revenues is weighed up against the (long-
term) benefits of voting. Only if both the portfolio managers and the
securities lending specialists agree, will the votes be cast and the shares
are blocked. If share blocking applies, voting will be carried out for a
a maximum of 80% of the shares (and these shares will therefore be
blocked).

Full-service concept

If a client wishes to vote for a specific fund, Robeco will manage the
entire proxy voting process so that voting can start as soon as possible.
For discretionary mandates, Robeco can arrange to follow a specific tailor
made voting policy if a client so requests. Robeco takes care of any voting
requirements requested, e.g. power of attorney in specific markets and
special proxy card procedures in France. Robeco makes sure this process
is properly managed. Customized voting reports are part of Robeco’s full
service engagement concept.

Records and reports

All aspects of Robeco’s voting behavior are transparent in terms of voting
policy and behavior.

In principle, Robeco does not disclose its voting behavior in advance of
the shareholders’ meeting to proxy sollicitors, the companies or any other
interested party before the shareholders’ meeting, unless such disclosure
is necessary to execute the voting instructions properly.

Robeco will give its mutual funds a full quarterly account of the votes
cast, and institutional clients will receive similar reports. Furthermore,
institutional clients will receive an abstract of all important votes cast on
their behalf. Tailored reporting for institutional clients is possible.
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For an asset manager that advocates responsible investing, it is important
to be a responsible company too. Robeco’s strategic ambition is to further
evolve as a truly responsible investor and to further incorporate responsible
approaches in its own operational management as well. The responsible
approach in operational management strengthens the responsible investor
strategy.

People are key

Robeco can only be successful when employees are involved with and feel
committed to the ambitions and core values of our company. We recognize
that people are key in realizing our company goals. The ambitions, targets
and concrete measures defined in this policy are based on this basic
assumption.

Targets and measures
The ambitions per environmental and social issue are translated into
concrete material targets that can be achieved when implementing the

Important information

This brochure has been carefully prepared by Robeco. It is intended to
provide the reader with information on Robeco’s capabilities, but does
not constitute a recommendation to buy or sell securities or investment
products.

The contents of this brochure are based upon sources of information
believed to be reliable, but no warranty or declaration, either explicit or
implicit, is given as to their accuracy or completeness. The value of your
investments may fluctuate. Results obtained in the past are no guarantee
for the future.

associated measures. The sequence of the ambitions is indicating the priority,
starting with the most important ambition. All measures in this policy

can be implemented against non-material costs, while yielding social and
environmental benefits.

Ambitions and goals

Robeco’s long-term ambitions and goals on corporate responsibility are

in line with our responsible investing strategy that have been defined in

the ‘Robeco Group Corporate Responsibility Charter’. The Social Policy

is a more detailed view on the social ambitions and goals stated in this
charter. Together with Robeco’s Environmental Policy this forms the basis for
Corporate Responsibility in Operational Management of Robeco and all its
entities.

All copyrights, patents and other intellectual property in the information
contained in this brochure are held by Robeco. No rights whatsoever are
licensed or assigned or shall otherwise pass to persons accessing this
information.
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Robeco Institutional Asset Management

Coolsingel 120
NL-3011 AG Rotterdam
The Netherlands

T +31-10- 2241224
E assetmanagement@robeco.com
I  www.robeco.com

Robeco Institutional Asset Management B.V. (RIAM) is registered with the Netherlands Authority for
the Financial Markets in Amsterdam.

Robeco advocates Responsible Investing

Core values. Reliability, transparency and

a long-term approach are Robeco’s core values.

Corporate governance. In Robeco’s view, good corporate
governance is positive for shareholder value in the long term.
Knowledge sharing. We share our knowledge and expertise of
responsible investing with you.

Responsible Investing explained. www.robeco.com




