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1. Stewardship & ESG Activities of GPIF



Investment Principles

1. Our overarching goal should be to achieve the investment returns required for
the public pension system with minimal risks, solely for the benefit of pension
recipients from a long-term perspective, thereby contributing to the stability of
the system.

. Our primary investment strategy should be diversification by asset class, region,
and timeframe. While acknowledging fluctuations of market prices in the short
term, we shall achieve investment returns in a more stable and efficient manner
by taking full advantage of our long-term investment horizon. At the same time,
we shall secure sufficient liquidity to pay pension benefits.

. We formulate the policy asset mix and manage and control risks at the levels of
the overall asset portfolio, each asset class, and each investment manager. We
employ both passive and active investments to attain benchmark returns (i.e.,
average market returns) set for each asset class, while seeking untapped
profitable investment opportunities.

4. By fulfilling our stewardship responsibilities (including the consideration of ESG
(Environmental, Social, and Governance) factors), we shall continue to maximize
medium- to long-term investment returns for the benefit of pension recipients.

https://www.gpif.go.jp/en/about/pdf/investment_principles.pdf
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’ Concepts on Stewardship Responsibilities

- Excerpts from the Policy to Fulfill Stewardship Responsibilities -

AThe Government Pension Investment Fund (GPIF) is a universal owner, an investor with a very large fund size and a
widely diversified portfolio across the overall capital market, and a super long-term investor designed as a part of 100
years sustainable pension scheme. Given such features, the sustainable and stable growth of the overall capital market
is essential for GPIF to secure its long-term investment returns.

AAs GPIF invests in equities and exercises voting rights through its external asset managers (asset managers), it
promotes constructive dialogue (engagement) between asset managers and investee companies. GPIF will thus fulfill
stewardship responsibilities by promoting engagement between asset managers and investee companies, and building
a win-win relationship in the investment chain. In this chain, a medium- to long-term improvement in corporate value will
lead to growth of the overall Japanese economy, which will eventually enhance investment returns.

AGPIF is committed to accomplishing its mission, which is to maximize medium- to long-term investment return for the
beneficiary through various activities, fulfilling stewardship responsibilities and contributing to stable operation of the
pension system. The mission takes into account issues related to environmental, social and governance (ESG) factors.
Taking into consideration ESG issues will increase the risk-adjusted return by reducing risks, and GPIF believes that the
longer the investment horizon is, the greater the risk-reduction effect becomes.

AAsan fiasset ownero defined by Ja@GRmiddrectyengagedindngidivepthabtacahe
execute on its own as stated in (2) below. Meanwhile, for investment activities to be conducted by asset managers, as

stated in (3) below, GPIF understands the state of their implementation, conducts appropriate oversight, proactively has

di alogue (engagement) with asset managers, and publisheg
fiscal year, fulfilling its stewardship responsibilities.
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Stewardship Principles and Proxy Voting Principles

Stewardship Principles Proxy Voting Principles
GPIFrequires its external a s 4 e| [Exercise of voting rights]
managerso) for domestic and] fl  Asset managers should develop and publicly disclose a
comply with the following principles. If an asset manager proxy voting policy and guidelines to maximize
should decide not to comply with any of the principles, it is shar ehol demistdests.on g
required to explain the rationale for the non-compliance to

Asset managers should sufficiently communicate with
investee companies.

Asset managers should give careful consideration to

GPIF. >

In order to fulfill its own stewardship responsibilities, GPIF

continuously monitors the stewardship activities of asset ESG issues.

managers, including the exercise of voting rights, and Asset managers should apply careful due diligence

proactively conducts dialogue (engagement) with them. " when exercising voting rights on proposals that could
undermine minority shareholders6 i nt er e st sj.

(1) Corporate Governance Structure of Asset Managers . Asset managers should exercise voting rights in
accordance with Corporate Governance Codes

(2) Management of Conflicts of Interest by Asset established by individual countries.

Managers

Special notes for cases where asset managers use a

roxy advisory service to exercise voting rights.
(3) Policy for Stewardship Activities, including Proxy 4 gry

Engagement [Afters har ehol der sd meetings]
o . Asset managers should publicly disclose all voting
(4) ESG Integratlon into the Investment Process records by pr0p03a|s at each investee company.

Asset managers should explain to investee companies
or publicly disclose the voting records and rationale,
depending upon the importance and relevance.

Asset managers should periodically review their voting
records and process.

(5) Exercise of Voting Rights

https://www.gpif.go.jp/en/investment/pdf/stewardship_principles_and_proxy voting_principles.pdf
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e3ded Stewardship & ESG Activities

May 2014 Announced the acceptance of Japandés Stewardship Code an

Mar. 2015 Announced Al nv e sRrmenncti pl es 0

Sep. 2015 Signed A P r i n fori Redpansble Investment( PRI ) 0

July 2016 Announced the establi shment of ABusi ness and Asset Owne
Sl eke e Announced i St ewaPd s micpnd i Bs &otiygPr i nci pl es o

Aug. 2017 Updated 0 P o Ito Falfyil Stewardship Re s p o n s i ilbdcdordange evithdhe revisedJ apanédés St ewar dsh

Oct. 2017 Revised i | n v e sR rmennct {(Epphnel stéwardship and ESG activities to all asset classes)

Jan. 2018 Published i1 E x ¢ e& Most4ntproved Integrated R e p o iselested by GP | Fexiesnal asset managers entrusted with
' domestic equity investment

Feb. 2018 Published i G P | Stedvardship Activities Report in 20170

Apr. 2018 Published i R e pad thet 3rd Survey of Listed Companies Regarding Institutional | n v e sStewardstopAct i vi t i e
Apr. 2018 Convened the 4th meeting of Business and Asset Ow n e Fosui

Apr. 2018 Published a joint research report with the World Bank Group concerning ESG integration into fixed income investment

Aug. 2018 Published i ESRSe por t o

Sep. 2018 Selected Global Environmental Stock Indices

Oct. 2018 Joined Climate Action 100+

Oct. 2018 Convened the 5th meeting of Business and Asset Ow n e Fosu

Oct. 2018 Convened the 4th meeting of Global Asset Ow n e Fosuth

Dec. 2018 Supported to the TCFD (Task Force on Climate-related Financial Disclosures) Recommendations
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ori tir es to Ful fi1 11 .

Belief
NSust alil

nabl

Long-term investment returns should be increased by enhancing

e CorpoCapdMa¥v¥bketue&f &nd

Priorities to fulfill stewardship
responsibilities

Build a win-win environment in the
investment chain

>

Demand external asset managers to fulfill
stewardship responsibilities and improve
their own governance

ESG integration in the investment process

Foundation of stewardship activities

Investment Principles (page 3)

A Policy to Fulfill Stewardship
Responsibilities (see page 4 for an excerpt, and
page 39 for Basic Policies)

A Stewardship Principles

A Proxy Voting Principles (see page 5 for the

overview, and pages 40 and 41 for all text)

In accordance with the Investment Principles and the Policy
to Fulfill Stewardship Responsibilities, GPIF, as an asset
owner, fulfills its stewardship responsibilities and demands
external asset managers to comply with the Stewardship
Principles and the Proxy Voting Principles

FERUSEEERBRIIITEGEA

Introduction of new performance-based fee structures and multi-year contracts (page 8)
Survey on the compensation schemes for executives and employees (an incentive structure) of
external asset managers (page 9)

A
A

A Appointment of passive managers with new business models (page 10)

Engagement with, and assessment of, external asset managers (pages 11 to 13)

A
A Engagement with index providers (page 14)

urvey of the companies listed on the 1st Section of the Tokyo Stock Exchange (page 15)
Business and Asset Owners6 Forumo (page 15)
Excel |l eintmp& oMegt | nt egrated Reportso selecteocd
entrusted with domestic equity investment (page 16)
ARAExcell ent Corporate Governance
with domestic equity investment (page 17)

S
fi
fi

Reportso sel ec

Critical ESG Issues listed by asset managers (page 18)

A
A ESG integration (page 18)

Support to the TCFD recommendations and participating in the Climate Action 100+ (page 19)
Status of joining initiatives (page 20)

A
A
A Strengthened collaboration with stakeholders and relevant organizations (pages 21 to 22)
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Measures to Enhance Long-term Alignment with
External Asset Managers

Introduction of new performance-based fee structure

<Characteristics of the new performance-based fee structure in active investment>

(1) With the aim of enhancing alignment between GPIF and external asset managers, the base fee rate is lowered
to the rate of passive fund, whereas the maximum fee rate is scrapped.

(2) A portion of the fees is carried over to level the fluctuation of the excess return ratio in order to ensure that the amount
of fees is linked with medium- to long-term performance.

<Background of the introduction>

GPIF entrusts approximately 20% of all assets are
actively managed by the asset managers, expecting
them to achieve returns surpassing the market average
return from a long-term perspective. However, only a

few asset managers achieved their target excess return i
rate in the past three years. :

The above result may be attributable to the following Current

causes: (1) Under the current fixed fee structure and Performance-based
2 2 Fee (With upper limit)

partial performance-based fee structure, the alignment

between GPIF and active managers may be insufficient;

and (2) Our evaluation period is shorter than the

investment cycle to achieve the excess return, which Bace Fee Rate

means that the commitment to active managers may be (Equivalent to the rate

insufficient. Based on the above problems, we have of passive fund)

introduced the performance-based fee structure.

(Fee rate)

New Performance-based fee
(No upper limit)

Break-even point

(Constant fee rate regardless of

the level of excess return rate)
Where

performance- i
\_based fees arise | | R

>

0% Target a (Excess return rate)

2

Introduction of multi-year contracts

In order to introduce the performance-based fee structure, in principle, a multi-year contracts (commitments) with external asset managers
is concluded to enable to achieve medium- to long-term goals.

GPIF expects that introducing a performance-based fee structure and multi-year contracts could ensure to achieve stable excess return
from active investment.
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' Measures to Enhance Long-term Alignment with External
Asset Managers

Survey on the compensation schemes for executives and employees (an incentive
structure) of external asset managers

<Purpose of the survey>

GPIF attaches importance to the alignment of interest with external asset managers. This survey aims at examining the
alignment between asset managers and GPIF from the viewpoint of compensationd specifically focusing on the following
two points that were stated in the Stewardship Activity Report 2017.

(1) Whether the compensation scheme for executives and employees at external asset managers is designed to
contribute to the improvement of long-term returns as expected by long-term asset owners such as GPIF;
(2) Whether the incentive scheme is not designed for fomenting short-termism.

<Subject of the survey>
External asset managers entrusted with domestic and foreign equity and fixed income investment

<Methodology>

Commissioned a human resources consulting company. Questionnaire was sent to G P | Fextesynal asset managers to
confirm their compensation scheme. As part of follow-up measures, interviews with individual asset managers were
conducted. At the interview, the concept, policy and systems of compensation were directly asked to the executives of
asset managers including the CEO, CIO, Director in charge of human resources, etc.

<Going forward>

GPIF has already entered into multi-year contracts with some active managers, and considers that a suitable
compensation scheme is one of the effective measures to secure alignment in seeking long term-oriented partnerships
with asset managers. Therefore, the results of the survey will be utilized for selecting and evaluating asset managers.

The compensation schemes are considered to reflect their investment philosophy as well as their shared value and
beliefs such as corporate culture of each asset manager. It is also one of the engagement themes in corporate
governance. We will utilize the results of the survey for engagement with asset managers, seeking the best practice
including transparency.
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Enhancement of Stewardship Activities in Passive
Investment

Appointment of passive managers with new business models

In March 2017, GPIF started to call for the application of passive managers for domestic equities, for the purpose of reinforcing stewardship
activities. GPIF expects it would contribute to improving the sustainability of the whole markets through such activities and diversifying the
way to approach the stewardship activities.

In selecting the asset managers, GPIF reviewed their investment process and stewardship principles, as well as the entire business model
including organizational systems and fee levels in order to implement such process and principles.

Inresponseto GP | Fdlsorfi Pr o p tosbadingss models for i n epassivei n v e s ttoreflact @P | FStewardship Pr i n ¢ stgield ¢ s ¢
infi E x p e ¢ t&Challemges for External Asset Ma n a g endey the G P | FS@ewardship Activities Report 2017, new and existing asset
managers formulated proposals. After reviews, GPIF appointed several asset managers.

Key points for selection Evaluation method after selection

<Setting of appropriate KPI>

The status of achievement of

V Medium- to long-term goals for engagement activities the KPI and the milestones for

V Annual plan for the achievement (Milestone) || the following fiscal year will be

<Engagement system and method> evaluated.

V Organizations and persons in charge of stewardship GPIF will renew the contract
activities based on this result.

V Methods of engagement

<Details of the proposals>

E Establish 19 ESG themes, and clarify the direction of engagement by showing the Challenges (locating problems), Goals (building models to be realized) and Action
( ¢ o mp aadtyitiés. Implement engagement based on each theme at target companies.

E With the expertise of analysts of active investment, efficiently increase b by encouraging large-cap companies to reform their mindset. In order to improve corporate
value, identify the agenda of engagement and engage with companies, by which profitability and growth capability will be improved caused by strong competitiveness.
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Engagement with external asset managers

Reinforcement of Engagement with Relevant Organizations

A Regarding communication with external asset managers, GPIF has shifted from one-way annual monitoring model to
ARengagement 0 mo dveay comniunicatiols anachegchanging views on stewardship responsibilities, as stated
I n the ASummary Report of GPIF's Stewardship Activitiels

A Accordingly, GPIF has called meetings and conducted surveys on particular themes or as required, in a form of
stewardship meetings and such, in addition to holding an annual assessment meeting.

A Many asset managers expressed that while the number of these surveys has increased, the volume of standard
materials required for the assessment meetings is unchanged, and the preparation is burdensome. Thus, GPIF has
revised materials thoroughly and reduced the items used for the stewardship meetings significantly. We also found a
number of duplicated questions in the investment reports, so that we revised them and reduced stewardship-related
items.

A In addition to individual meetings, we conducted briefings for external asset managers to expoundt he GPIl Fdés | n e
policies and significant amendments, providing sufficient explanation on our viewpoints, including the context and
outlook. We encourage two-way communication to promote the exchange of opinions and to give feedback by Q&A
sessions and follow-up surveys.

A In 2018, GPIF conducted individual engagements several times and had a meeting with asset managers as follows, due
to our extremely significant changes for active managers including the introduction of new performance-based fee
structure as well as multi-year contracts.

<Meeting with external asset managers (August 2018) >
In the meeting with the management, including the top executives of asset managers, we exchanged views on manager

registration systems, the performance-based fee structure, evaluation methods, business models of passive managers
for domestic investment, stewardship activities, the use of Al, and other topics.
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Reinforcement of Engagement with Relevant Organizations

Engagement with external asset managers (Cont

<Request for disclosure of the details of proxy voting records>

In the Proxy Voting Principles, GPIF asks its external asset managers to publicly disclose proxy voting records for each
investee company. The foIIowinfg are asset managers for domestic equities who have alread){1 isclosed them publicly. It
should be noted, however, that frequency and details of the disclosure vary depending on each asset manager, and GPIF
will continue to conduct engagement for the improvement of disclosure.

[Asset managers that have publicly disclosed the details of proxy voting records ( G P | dxtermal asset managers for domestic equities)]

V Asset Management One V Nikko Asset Management
http://www.am-one.co.jp/company/voting/ http://www.nikkoam.com/about/vote/results

V Eastspring Investments V Nomura Asset Management
(Eastspring Investments (Singapore) Limited) http://www.nomura-am.co.jp/corporate/service/responsibility _investment/vote.html
https://www.eastspring.co.jp/about-us/stewardship-code V Nomura Asset Management (Dimensional Fund Advisors LP)

V Invesco Asset Management (Japan) http://us.dimensional.com/about-us/corporate-governance
http://www.invesco.co.jp/footer/proxy.html V FIL Investments (Japan)

V Capital International (Capital International, Inc.) http://www.fidelity.co.jp/fij/about/governance/voting.html
https://www.capitalgroup.com/advisor/jp/ja/proxy-voting.html V BlackRock Japan

V Goldman Sachs Asset Management https://www.blackrock.com/jp/individual/ja/about-us/important-information/voting
(Goldman Sachs Asset Management, L.P., etc.) V' Sumitomo Mitsui Trust Bank
https://www.gsam.com/content/gsam/jpn/ja/gsitm/about- http://mwww.smtb.jp/business/instrument/voting/voting_right.html
gsam/stewardship-code.html V Mitsubishi UFJ Trust and Banking

V JPMorgan Asset Management (Japan) https://www.tr.mufg.jp/houjin/jutaku/about_stewardship.html
https://www.jpmorganasset.co.jp/wps/portal/Policy/Guideline V Russel Investments Japan

V Schroders Investment Management (Japan) (Russell Investments Implementation Services, LLC.)
http://www.schroders.com/ja-jp/jp/asset-management/about- https://russellinvestments.com/jp/legal/proxy
schroders/proxy-voting/ V Resona Bank, Limited.

V Daiwa SB Investments https://www.resonabank.co.jp/nenkin/sisan/giketu/index.html

http://www.daiwasbi.co.jp/company/quideline/index.html

Note: Names in parentheses indicate subcontractors.

A — IR URLs are based on information as of January 31, 2019.
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Reinforcement of Engagement with Relevant Organizations

Assessmentofi St ewar dshi p Activitieso

The comprehensive assessment of asset managers is conducted through qualitative assessment, while taking into consideration of quantitative
achievements.

Approximately 90% of G P | Feduity is passively managed, and GPIF invests in a wide Equity passive| Equity active
rage of listed companies. For the improvement of returns for GPIF, sustainability of the
entire market is crucial. Therefore, GPIF believes that it is critical for passive managers -_
to implement engagement activities, which would encourage investee companies to

increase corporate value and sustainable growth from the medium- to long-term 100%

perspective in terms. Qualitative

In J a p a Btéwardship Code revised in May 2017, the importance of dialogue in EETSIN=t4=iaal=1al
passive investment was clarified. For monitoring investee companies, business risks
and opportunities arising from ESG factors were included as factors in addition to
governance. Also the possibility of collaborative engagement was referred to as a
means of dialogue. This revision made it clear that expectations for Stewardship
activities, particularly in passive investment, are increasing. GPIF highly evaluates

asset managers who fulfill stewardship responsibilities better if the preconditions are Investment policy, investment process, organization,
similar. human resources, etc.

- Stewardship Activities

With respect to Stewardship activities, the passive managers were assessed in terms of their contribution to the sustainability of the whole market, whereas the
active managers were assessed in terms of their contribution to increasing shareholder value of the investee companies in the long-term.

Specifically, we focused on the following points, and exchanged opinions on how they worked on stewardship activities. We also referred to information obtained
from external providers.

Frameworks (organizations, management of conflicts of interest)

Endorsement status of J a p a $tedvardship Code and the Principles for Responsible Investment (PRI)
Stewardship activities (policy, current actions, implementation of engagement)

ESG activities including responses to their critical ESG issues

Exercise of voting rights (topics, cases where judgments were divided among external asset managers, process of judgments on exercising shareholder
proposals, etc.)

V Responses to the G P | FsStewardship Principles and Proxy Voting Principles in disclosing the details of proxy voting records, etc.

In cases we acknowledge concerns about governance of external asset managers, such as conflicts of interest, through reports and
interviews, GPIF communicates its concerns and engages in various opportunities, aiming to alleviate such concerns.

<< <K<K KL
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Reinforcement of Engagement with Relevant Organizations

Engagement with index providers

GPIF recognizes that index providers are extremely important organizations as a subject of engagement.
GPIF points up index providers for the following two reasons:

(1) Approximately 75 % of t he GPpasdivélysmamages.&ince stocks included in the benchmark indices are held in passive
investment by the rule of the index, it is substantially true that the index providers decide both the selection of stocks and their weights
held in the passive investment. Inotherwor ds, it i s index providers that héndieesdt haend a
Ai ndex palsocomatehawe a greater impact on capital markets, indicating the increasing weight of passive investment among
investors in general.

(2) Moreover, GPIF has commenced with passive investment tracking ESG indices in 2017, which have more room for ESG rating
agencies and index providers to demonstrate their judgment when selecting stocks to be included in indices, unlike traditional
capitalization weighted equity indices such as TOPIX.

GPIF believes that the governance of index providers is essential for ensuring neutrality and transparency in selecting and evaluating
stocks to be included in indices. Consequently, we focused on it when selecting ESG indices.

While we enhance engagement with index providers, there has been a positive movement among some index providers in the form of
conducting activei c o n s u | t aibhvestors.sThis cansultdionaimsat obt aining investorsodé opinionis
construction of indices and ESG evaluation.

GPIFhas high regard for the ianplaetwely partiaipaiesoimdisaigsions onspesific themed. Wealss
request-external asset managers to do the same, and to share the discussion points with us.

On the other hand, GPIF raises questions with regard to the actual decision-making processes of consultations due to insufficient
disclosure on how to select interview subjects (institutional investors), who and how many subjects are interviewed, and results of the
consultations, as well as the decision-making process including how these discussion is deployed on their final decisions, etc.

Considering such impact, GPIF believes that the more transparency they have, the stronger confidence we can have in indices and index
providers. Accordingly, GPIF will more focus on engagement with index providers.

E% *ﬁ ﬁ%% EE E }Eﬁ %E 1I_L ?i' E& 5£ A Copyright © 2019 Government Pension Investment Fund All rights reserved . 14



r Initiatives for Promoting Dialogues between Asset
Managers and Investee Companies

Survey of companies listed on the 1st Section of the Tokyo Stock Exchange

GPIF conducted its first survey of the JPX-Nikkei Index 400 companies in January 2016 with the aim of assessing the stewardship activities of
external asset managers and grasping the actual conditonsof fAconstructive dialogueo (endgctedie ment ). F[ on
2018, the target was expanded to companies | isted on t hwderangeodomparies.st |[s e
In January 2019, the fourth survey was conducted.

In the third survey in January 2018, 619 companies, accounting for 30.2%, responded to the survey. In this survey, we asked the following questions:

(1) Evaluation concerning stewardship activities of GP | Fasset managers; (2) Actual status concerning ic on st rdu atl iogagagément);
(3) Changes following the revision to the Stewardship Code in May 2017; (4) IR and ESG activities of investee companies; and (5) G P | Hnitigtives.

The results of the survey are available here: https://www.gpif.go.jp/en/investment/pdf/summary_report_of the 3rd_survey.pdf

Busi nesses and Asset Owner s For um

A The forum was established based on a contimugsanddonstfuctive dinldgee bétveeenG®IF,iaoan aseet a | fi p
owner, and companies,Ai whi ch wérpoecebkvedal companies including OMRON Corporati oln
forum was held in September 2016.

A 10 companies in total, including three lead organizer companies and five asset owners, attended.

[Participating companies]
<Lead organizers> Eisai Co., Ltd., OMRON Corporation, Nissan Motor Corporation

<Other companies> Asahi Group Holdings, Ltd., JFE Holdings, Inc., Shiseido Co., Ltd., TOTO Ltd., Nippon Telegraph and Telephone Corporation,
Hitachi, Ltd., Mitsubishi Chemical Holdings Corporation

[Asset owners]
Federation of National Public Service Personnel Mutual Aid Associations, Pension Fund Association for Local Government Officials, National Federation

of Mutual Aid Association for Municipal Personnel, Promotion and Mutual Aid Corporation for Private Schools of Japan, Government Pension Investment
Fund (GPIF)

At the fourth forum in April 2018, discussions were focused on the validity of the corporate assessment conducted by ESG rating agencies including index
providers, disclosure of ESG information such as integrated reports, ESG activities based on dialogue with investors, etc. In October 2018, the fifth forum
was held, in which discussions were focused on measures to enhance ESG activities (such as organizational reforms and promotion of dialogue) and
quarterly accounting.

An outline of the discussions is available here: https://www.qgpif.go.jp/en/investment/business-asset-owner-forum.html

Feedback was provided to the G P | Fextesnal asset managers and overseas asset managers.
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’ . Initiatives for Promoting Dialogues between Asset
Managers and Investee Companies

Excellent integrated reports and most-improved integrated reports selected by GPI| F & s
external asset managers entrusted with domestic equity investment

- GPIF considers integrated reports to be important tools of constructive dialogue for improving corporate value, and believes they are
instrumental for interactive engagement between external asset managers and investee companies.

- Therefore, GPIF has requested external asset managers for domestic equities to nominate companies that have created excellent
integrated reports since 2016, with the aim of encouraging companies to start creating or enhancing integrated reports and encouraging
investors to utilize them. For the third year, GPIF requested asset managers to nominateupto10fe x cel | ent i nt egl0at e|d
Amoismproved integrated r eGPt rcampiledthe nesullseacdamobuaced tiei® ih 8anuary 2019.

- Wereceived positive feedback from companies, suchasit he management became to pay more at¢t
active collaboration among relevantstaffandd e par t ment s has occurred, 0 Cfrdpbrtswithimthercempanghas o f

bY

i ncreased, 0 hH WkectothraughrcompahyweRb si t e and &obti akel medua, Do prepare oulr

few.

Excellent integrated reports Most-improved integrated reports

G P | HAbexternal asset managers for domestic equities named a total G P | HAdexternal asset managers for domestic equities named a total of 87
of 67 companies fortheirie x cel | ent i ntegrated r e pcompanesfoo IT hteh dinyrovetbinua théggr at ed reports. o Tr
companies were nominated by four or more respondents as publishers companies were nominated by four or more respondents as publishers of the
of fexcellent integrated reports.o fimoismproved integrated reports. o
0 ITOCHU Corporation Named by eight asset managers 0 J. FRONT RETAILING Co., Ltd. Named by four asset managers
0 MARUI GROUP CO., LTD. Seven asset managers 0 MinebeaMitsumi Inc. Four asset managers
o Daiwa House Industry Co., Ltd. Six asset managers o) SHIMADZU CORPORATION Four asset managers
0 Ajinomoto Co., Inc. Six asset managers o Mitsubishi UFJ Financial Group, Inc. Four asset managers
0 OMRON Corporation Five asset managers

o Mitsubishi Chemical Holdings Corporation Four asset managers

0 Konica Minolta, Inc. Four asset managers
o Recruit Holdings Co., Ltd. Four asset managers
o NSK Ltd. Four asset managers
= . i . . *Please visit following website for the details including principal comments of the asset |
0] Mitsubishi UFJ Financial Group, Inc. Four asset managers . . ) . .

P 9 https:ww.gpif.go.jp/en/investment/pdf/excellent_and_maost_improved_integrated_repo
o CAPCOM CO., Ltd. Four asset managers
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r Initiatives for Promoting Dialogues between Asset
Managers and Investee Companies

Excellent corporate governance reports selected by GP | Fewternal asset managers
entrusted with domestic equity investment

On June 1, 2018, the Corporate Governance Code (the i C o dwa8 jevised, and corporate governance reports in accordance with the
revised Code were submitted by the end of December 2018.

As are integrated reports, corporate governance reports are extremely important disclosures. With the aim of urging investors to utilize them,
GPIF has requested external asset managers of domestic equities to nominate up to five companies that have created excellent corporate
governance reports based on the revised Code, in addition to their rationale. GPIF compiled the results and announced them in February
2019.

17 asset managers of domestic equities named a total of 41 companies as having created i e x ¢ edorpoeate tgovernance reports.0 The
following companies were nominated by four or more respondents as publishers of i e x ¢ ecbrpoeate governance reports.o

Excellent corporate governance reports

O Kao Corporation Named by seven asset managers
O KAGOME CO., Ltd. Six asset managers

O EBARA CORPORATION Six asset managers

O Mizuho Financial Group, Inc. Five asset managers
O Eisai Co., Ltd. Four asset managers
O Konica Minolta, Inc. Four asset managers
O Shiseido Company, Limited Four asset managers
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Promotion of ESG Activities

Critical ESG issues listed by asset managers

In the Stewardship Principles, GPIF states i E Si@egration into the investment process.0Based on this, GPIF continued from the previous
year to conduct a questionnaire survey and interviews concerning i Cr | ESIG ¢ a b uselected by each external asset manager.

Pleasefindii Cr i HESIG ¢ a b uchosem by asset managers entrusted with equity investment on page 30.
Based on the results, GPIF makes sure why they highlighted on such issues and how they engage with investee companies in these topics.

In order to promote constructive dialogue between investee companies and investors, GPIF also asked investee companies their principle
ESG themes in the Mth Questionnaire Survey on Stewardship Activities by Institutional | n v e sdor@uctedin January 2019.

ESG Integration

As mentioned above, GPIF is committed to FESG integration into the investment p r o ¢ énghs Stewardship Principles. In the Stewardship
Activities Report 2017, GPIF stated i E Sifegration across different investment s t y lureler the section of i E x p e ¢ taadtChallemges
for External AssetMa nag.er s o

Some asset managers asked us the definition of GP | FE&G integration. Since GPIF is a signatory to PRI, we define ESG integration in
accordance with P R | d&fsition as follows.

U ESG should be expressly and systematically incorporated in investment analysis and investment decisions.
Going forward, GPIF will assess ESG integration in asset ma n a g evalusation, mainly as partof i i n v e spblinyginvdstment process.o

ESG-related engagement and exercise of voting rights will be assessed as part of the i St e wa rAd ¢ h ivas haveebsedn conducted to
date.
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Participating in Global Initiatives

Support to the TCFD Recommendations

TCFD (Task Force on Climate-related Financial Disclosure) was established by the FSB (Financial Stability Board) at the request of the G20 Finance
Ministers and Central Bank Governors Meeting. In June 2017, the TCFD published arbitrary recommendations to encourage information disclosure on
the financial impact of climate-related risks and opportunities for providing appropriate investment decisions by investors. Today, more than 580
organizations worldwide such as asset owners including GPIF, financial institutions including asset managers and banks, companies and governments,
have announced their supports to the recommendations of the TCFD (as of January 31, 2019).

GPIF announced its support to the TCFD recommendations in December 2018. Fifty-one Japanese organizations, including GPIF, have expressed their
support (21 financial institutions, 24 companies and six other organizations, as of January 31, 2019).

GPIF highly values information disclosure. In selecting ESG indices including environmental indices, we ensure that the index should have a
i me ¢ h ato ensonrage disclosure of ESG information.0With respect to climate change, all passive managers for domestic and foreign equities and
approximately 50% of active managers for domestic and foreign equities listed this as a critical ESG issue in the questionnaire survey last year. This
result consequently indicates that it is also an important issue for asset owners as well. Accordingly, we are considering our own disclosure and collect
relevant information. Also we are going to examine how asset managers will go forward with climate-related information disclosure, referring the best
practices provided by TCFD.

Participating in Climate Action 100+

*)

Climate Action 100+ (hereinafter, the i CI®0+ 0 @stablished in September 2017, is a 5-year initiative led by investors. Via dialogues with companies
that are significantly influential in formulating possible solutions to global environmental issues, it focuses on the improvement of climate change-related
governance, initiatives for the reduction of greenhouse gas emissions, the enhancement of information disclosure, etc. Presently, a total of 310
organizations, including asset owners such as GPIF and asset managers, have joined the CA100+. The initiative was inaugurated officially at the One
Planet Summit in France on December 12, 2017, established by PRI and four groups of institutional investors who require companies to address
climate change issue.

GPIF joined the CA100+ in October 2018 as a supporter(*).

The qualification of supporters includes (1) being an asset owner; and (2) having officially announced its consent to the SIGNON statement. GPIF has
joined as a supporter who is not required to conduct engagement, since GPIF is not permitted by laws and ordinances to conduct engagement to
investee companies.

GPIF, as an asset owner, has also joined the Asia Advisory Group, which provides the steering committee with advice on the characteristics of the
Asian region.

Through joining the CA100+, GPIF will broaden our horizon on how the engagement relating to climate change and the joint engagement are actually
conducted, and will use such knowledge for evaluation of the stewardship activities of asset managers.

FEta
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€38 Participating in Global Initiatives

Status of joining initiatives

FEIAT

Signatory of.

=PRI

Signed in September 2015:

Principles for
Responsible
Investment

Signed in November 2016:
Both the 30% Club in the U.K.
and the Thirty Percent Coalition
of the U.S. were established to
seek diversity in boards of
directors, with the aim of
30% C'Ub achieving 30% female directors.

GROWTH THROUGH DIVERSITY TI [[RT‘_ r

Six principles advocated in 2006 by Mr. A_nnan, PERCENT

then Secretary General of the United Nations.
He demanded that institutional investors
include ESG in the investment process.

COALITION

In January 2017, G P | HFEResutive Managing Director and
CIO, Hiro Mizuno took office as Managing Director of the
PRI Association, and joined the Asset Owner Advisory
Committee and the SDGs Advisory Committee.

TCFD

Supported in December 2018

See page 19 for the outline.

e EEERRIIITEUEA

TASK FORCE on Cllmate
FINANCIAL o Action 100+

DISCLOSURES

Joined in October 2018

See page 19 for the outline.
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’ Strengthened Collaboration with Stakeholders and Relevant
Organizations

Strengthened collaboration with stakeholders and relevant organizations

<Collaboration with stakeholders>

May 2018: Lecture and exchange of opinionsonthe A Su mma r y ofRleeorveyon St ewardship Activitiesdo
Financial Markets and Capital Markets Sub-committee (The Japan Business Federation)

October 2018: Panel discussion with CalPERSand CALSTRS at #AGI|I obal EsfoBsorBdbgtheoJgpaneBudhess u mo| (-
Federation and the Ministry of Economy, Trade and Industry)

November2 01 8: Study Meeti ng 0 Ba c kkyauatiomvithaadlogySktl heec t G PolnF 6asn dE ntvhier on ment a l
Committee on Financial Markets and Capital Markets Sub-committee (The Japan Business Federation)

November 2018: Lecturen Evol uti on in ESG I nvestment: From the Perspective of| t
Federation, Japan Association of Corporate Executives, and the Japan Chamber of Commerce and Industry)

<Collaboration with global asset owners> & D. caPrrs CALSIRS

[G | obal Asset O \Mtﬂ:/ﬂ/wl?v.qSif.Q).ip/enﬁn@esfmebt/dﬂﬂ;_ummarv 3rd_Global_Asset_Owners_Forum_en.pdf

The forum was established with the aim of creating a platform for mutual understanding and exchanging opinions among international public
pension funds, in order to further fulfill stewardship responsibilities. The first Global Asset O w n e Fosuth was convened in Tokyo in November
2016. It was jointly organized by GPIF, CalPERS and CalSTRS.

Members other than organizers are as follows (as of October 2018) :
U.S.: Florida State Board of Administration, The Regents of the University of California, and The World Bank
Canada: bcIMC and OTPP
Europe: NBIM, APG, PGGM, AP2, ERAFP, and USS
Singapore: GIC
Australia: HESTA

In October 2018, the 4th meeting of the Global Asset Ow n e Fosuth was convened in Tokyo. The members, consisting mainly of CEOs and
ClOs, discussed issues and challenges of the whole investment chain.

In line with the Global Asset O w n e Faosui, the Japan Business Federation and the Ministry of the Economy, Trade and Industry co-hosted
high-level breakfast meeting, where we exchanged opinions with executives from Japanese companies. Three CIOs from co-leading hosts also
participated in the above-mentioned i G| oBH$@ Dialogue F o r uamspeakers.
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’ Strengthened Collaboration with Stakeholders and Relevant
Organizations (Continued)

Strengthened collaboration with stakeholders and relevant organizations (Continued)

<Participation in meetings organized by ministries>

Ministry of Foreign Affairs
The Round Table for Promoting Implementation of Sustainable Development Goals (SDGs) i Council member: President, Norihiro Takahashi

Ministry of Economy, Trade and Industry
TCFD Study Group on Implementing TCFD recommendations for mobilizing green finance through proactive corporate disclosure i Speaker:
Executive Managing Director and CIO, Hiro Mizuno

Ministry of the Environment

High Level Meeting on ESG Finance 1 Council member: Executive Managing Director and CIO, Hiro Mizuno (up to June 2018)

Published the i Re ¢ 0 mme nfrdra the High Level Meeting on ESG Finance 1 Toward becoming a big power in ESG finance 0 (July 27,
2018)

Cabinet Secretariat, Ministry of Foreign Affairs, Ministry of Economy, Trade and Industry, and Ministry of the Environment
Meeting on a Long-Term Strategy under the Paris Agreement as a Growth Strategy  Council member: Executive Managing Director and CIO,
Hiro Mizuno

<Presentations at various seminars and international conferences (since January 2018)>
January 2018: 2018 Investor Summit on Climate Risk

April 2018: IMF World Bank Spring Meeting

May 2018: Milken Institute Global Conference 2018

June 2018: The 1st UN Woman Seminar 2018

June 2018: ICGN (International Corporate Governance Network) Annual 2018 Conference

September 2018: SDGs Corporate Strategy Forum
September 2018: United Nations Private Sector Forum 2018
October 2018:  Asia Forum

November 2018: G20 Summit: Investor Forum
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Reference: PRI (Principles for Responsible Investment) and
SDGs (Sustainable Development Goals)

Addressing social issues will lead to the creation of

business and investment opportunities
mvestment business
opportunltles w

nvestment
- Investment » CompanleS

management
Creating Shared Value (CSV)

GPIF

Promotion of ESG Signed in September 2015 Investment returns Consent

companles

Sustainable
Societ

Principles for
Responsible
Investment

=PRI

Principle 1: We will incorporate ESG issues into investment
analysis and decision-making processes.

Principle 2: We will be active owners and incorporate ESG
issues into our ownership policies and practices.

Principle 3: We will seek appropriate disclosure on ESG
issues by the entities in which we invest.

(Principles 4 through 6 are omitted.)

GPI F6s initiative:

President, NorihiroTakahashi attended the meeting of the government-
organized round table for promoting implementation of SDGs.
(September 2016)

GPI F6s initiative:
Executive Managing Director and CIO, Hiro Mizuno was appointed as a
member of the Asset Owner Advisory Committee (in January 2016).

Hiro Mizuno assumed the position of PRI board member (in January 2017).

(SourceCreatethy GPIFbased on information from the United Nations, etc.
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