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Engagement activity by theme
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g5s THE(43.7%)
32.8%)<} s}t

A summary of the 1,408 issues and objectives on which we engaged with

companies in 2016 is shown below.

Ervironmental
Ervironmental topics featured in 18.3% of our engagements over the last year

o

Wl Climate change 68.5%

Bl Ervironmental policy and strategy 7.9%
Bl forestry and land use 1.6%

B Pollution and waste management 4.7%
Bl water 7.a%

Social and ethical

Social topics featured in 22.0% of our engagements over the last year

~

M &ribery and corrupzion 11.3%

B Conduct and cultur= 161%

Ml Gyber security 5.8%

Ml Civersity 2.6%

Ml Hisman capital management 4.2%
Bl Human rights 31.3%

Bl Labour righes 19.09%

B Supply chain management 9.0%
Bl Tax 0.6%

Governance
Gowernance topics Featured in 43.79% of our engagements over the Last year,

e

Ml Board diversity, skitls and experience 22.0%
Ml Board independence 21.0%

Bl Executive remmuneration 32.8%

Il shareholder protection and nghts 16.7%
Ml succession plarming 7.5%

[LAPFF]

Activity Type
Sent letter
Meeting
Attended AGM
Received letter

o

R
8
ES

Collaborative engagement
Alert issued
Conference call

Other

(=

1
(=]
e

Strategy, risk and communication
Strategy, risk and communication topics festured in 161% of our engagements

owver the fast year

W

Ml Aedit and accounting 4.4%

M Business strategy 37.6%

Il integraced reporting and other disclosurs 22.6%
M Risk management 35.4%.
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Engagement Outcomes
® Dialogue 84
* Awaiting response n
Moderate improvement n
« Satisfactory response 9
® Substantial improvement 9
= Change in process 6
* Small improvement 6

-

* No improvement

Engagement case studies

Key

p Capital structure
‘ Environmental

-
a Remuneration

=
2% Sodial ! Risk management

O Ongoing
o Complete

EP  Passive Equity
Helding

-}‘ Fair treatment

of investors

m Governance

£ Active Equity Fl
Holding

Aeon Stores (Hong Kong) £ o» ,O @

We continued to press the company to address its capital structure,
given that it retains a substantial cash pile and returns to shareholders
remain poor. The Hong Kong-based retailer with operations across
Greater China has a limited free float given the holding by its Japanese
parent company. We were encouraged by progress over the year with
some dividend payments being made despite the company making
what we hope are temporary losses, including a special dividend, but
‘we continue to seek further appropriate returns to shareholders.

AusNet (Australia) FI £ ]m Q

‘We have been engaging with this Australian power grid business for
over two years, in particular seeking board leadership independent
from the major shareholder Singapore Power. Over the period of our
engagement our dialogues have included conversations with two
former non-executives and the current lead independent director.

We therefore regarded the appointment of an independent chair this
year as a major step forward for the company, and look forward to our
pending meeting. The chair is one of three independent directors to
have joined the board in the last 2 years.

Fixed Income
Exposure

Baxter International (US) £ m é ! 0

We spoke with this healthcare business to welcome the move to
declassify the company’s board — so that all directors will face election
each year— which we regard as a positive step and reflective of change
we have been seeking for some time. But we took the opportunity

of the discussion to continue to press for a separation of the roles of
chair and CEO to allow more effective oversight of the management of
the business, and to discuss potential ways to enhance remuneration
structures and bring them closer to key operational objectives.

Also over the year we had a series of discussions on risk management,
trying to understand clearly the company’s approach to key risk issues
and to encourage enhancements as necessary.

BHP Billiton (Australia/UK), Vale (Brazil) 7 £ & == | 1l @®
The failure of a tailings dam (holding some of the waste material from
mining operations) at Samarco in Brazil in November 2015 caused

19 deaths, destruction of communities and significant environmental
damage. It also triggered much intensified engagement for our teams
with both joint venture partners operating the Samarco mine,

BHP Billiton and Vale. With BHP over the year we held 12 discussions
with senior executives regarding ESG management, Samarco and
other issues, alongside nine ongoing monitoring discussions with
management and a further three meetings with non-executive
directors, including the chair, senior independent director and two
other NEDs. Our activity in relation to Vale was lower but still intensive.
Our dialogue covered the immediate response to the incident, both in
the region of Samarco itself and ensuring that any lessons were learned
for other tailings dams operated by the companies elsewhere in the
world. We also raised questions about the management and oversight
of mining joint ventures operated, as Samarco, through a stand-alone
company rather than being clearly under the operational control of
one of the major multinationals. At the same time, we maintained
our dialogue about standing items such as the need for ongoing board
renewal and remuneration.
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