








Regulatory engagement

The co-operation within networks is often also used to exert influence on relevant legislation and regulations so
as to bring about improvements in the social, environmental and corporate governance areas. In this context,

a dialogue is sought with market participants such as regulators and policymakers. We call this regulatory
engagement. An example is our engagement process relating to the amendment of the German law on acting

in concert.

Amendment of the German law on acting in concert

Certain forms of (close) co-operation between shareholders, which could potentially be abused and
thereby cause damage to other shareholders and/or the capital market, are referred to as ‘acting in
concert’. A bill was prepared on this issue in Germany in the summer of 2007. It would have far-reaching
consequences for the way in which shareholders, and particularly institutional investors such as PGGM,
could contact one another and/or co-operate, because this would be readily construed as acting in
concert. As a result, shareholders deemed to be acting in concert would be faced among other things with
far-reaching disclosure requirements and possibly an obligation to bid for the shares of the company
concerned.

PGGM joined forces with a number of German interest groups and a close-knit group of European
institutional investors to call on the German legislator to amend the bill. By sending open letters,
consulting with the German legislator and regulators, taking part in conferences and providing insight
based on practical experience, attention was successfully drawn to our main objections to the bill.

A number of points in the bill were consequently amended. The bill has now been adopted in amended
form and will come into force on 31 May 2009. Some of the disclosure obligations came into force in
2008. Overall, we can look back on a successful dialogue with the German legislator and, as an
institutional investor with considerable investments in Germany, PGGM can cope well with the outcome.

Best practice engagement

For PGGM as a universal investor in equities in all markets and sectors, efficient markets and financial systems
are of great importance. We therefore also undertake or support initiatives aimed at approaching wider groups
of companies in various sectors and/or on certain subjects, for example in order to encourage a particular best
practice, possibly involving the endorsement of a voluntary standard or code such as the UN Global Compact.
We refer to this as best practice engagement.
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Seoul Initiative - Global Compact

At the annual meeting of the PRI held in South Korea in 2008, PGGM joined with APG, CalPERS and the
New Zealand Superannuation Fund in launching the Seoul Initiative. As part of this initiative, around 50
institutional investors worldwide, with investments totalling around USD 3.9 trillion, wrote to over 9,000
companies in the MSCI World, FTSE All-World and IFC Emerging Markets indices to invite them to join the
United Nations Global Compact.

The aim of this initiative was to bring the Global Compact to the attention of as many companies as
possible. In their individual dialogue with companies, investors can then draw attention to more specific
details of the Global Compact. Among others PGGM took such a step with companies included in our
Engagement Focus List under the human rights heading.

Global Compact is an international initiative launched by former UN Secretary-General Kofi Annan to
encourage companies to promote 10 universal principles in the field of human rights, employment
conditions, environmental protection and combating corruption. The participating companies undertake to
report annually on progress in implementing the 10 principles in their strategy, operation and corporate
culture.

The UN Global Compact provides companies with a framework of broadly accepted guidelines which they

can apply in their dealings on environmental, social and governance issues. Participation in the UN Global
Compact sends a strong signal to investors that companies are both alert to the business implications of
these issues and are taking active steps to apply them in their strategy and risk management. With more

than 5,000 participating companies and hundreds of other interested parties in more than 120 countries,
this is the largest voluntary initiative in the business sector around the world.

www.unglobalcompact.org

In this chapter we will provide a more detailed account of our engagement activities on each theme. In some
cases, we have to adopt a restrained approach in our external communication on engagement if that is in the
interests of the dialogue. Confidentiality is an important principle in our dialogue with companies. Openness

will nevertheless be maintained where possible.

6.2 Corporate governance

With regard to the subject of corporate governance, we focused on the following main topics during the year:
= remuneration policy,

= improvement of corporate governance guidelines,

= share blocking.

The credit crisis gave cause to enter into a dialogue with various companies, including UBS of Switzerland.
With regard to engagement on corporate governance in the Dutch context, we once again worked closely with
Eumedion during the year. In this connection we co-operated actively among other things on drawing up a joint
position on the revised corporate governance code (Frijns Code) and the commentary on the draft order on the
‘Transparency of Issuing Institutions’ (see boxes).

At the beginning of 2008, PGGM conducted active consultations with Fortis on the blocking rules which
Fortis continued to enforce in 2008. Although the Fortis articles of association now provided for the use of
a registration date, Fortis continued to require shares to be blocked in the seven days prior to its many
shareholders’ meetings. Fortis was the only AEX-listed company that still had such a rule and has a major
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responsibility for the fact that the Netherlands is still classified as a ‘blocking nation” in the voting chain.

In the negotiations with Fortis on this matter, which clearly has detrimental consequences for shareholders,
Fortis promised that it would resolve this issue. As a result of the negative developments at Fortis surrounding
the acquisition of ABN AMRO and the acute financing problems which arose from the summer of 2008, this
matter became a secondary priority for both Fortis and ourselves. Fortis remained on our Engagement Focus
List for 2008 due to the blocking rule and its possible exemplary effect on other companies which continued
to apply share blocking. This case demonstrates how external developments can delay an engagement process.
In view of the developments surrounding Fortis, PGGM decided to discontinue this engagement process in the
second half of 2008. This was partly because the European Directive requiring the use of a registration date
must be implemented in the foreseeable future. In the second half of 2009, PGGM will once again analyse
whether there are grounds for scheduling engagement with regard to share blocking because companies and/
or member states are tackling this issue late or to an insufficient degree. If this proves to be the case, we will
once again determine which companies should be given priority. The engagement process with Fortis on this
theme could then be terminated with our engagement process having failed to achieve any demonstrable
result.

In December 2008, PGGM joined with other institutional investors in sending a letter to 60 of the largest
companies by revenues in the United States in which we invest. The letter requested them to appoint an
independent chairman of the supervisory board. Such a division between the roles of the chairman of the
supervisory board and the CEO (chairman of the executive board) has been the standard practice in Canada
and Europe for some time. We believe it is most important that supervisory directors should be able to carry
out independent and critical assessments of management proposals and thus hold the executive board to
account for its decisions. This subject is expected to receive close attention as part of the planned
restructuring of shareholder rights under the new President Obama.

In the United States, F&C lobbied for shareholders to have a greater say on remuneration (‘Say on Pay’).

This subject was the focus of much attention in the presidential elections and as a result of the credit crisis,
and PGGM will be tackling it in the year ahead. F&C was also involved in drawing up the Asian Corporate
Governance Association (ACGA) Japan White Paper on Corporate Governance, which called upon the legislator,
supervisory and executive directors of listed companies and investors in Japan to improve the corporate
governance guidelines. PGGM supported this initiative, which included recommendations on risk management,
independent oversight and protection of shareholder rights. PGGM also spoke to a number of Korean
companies. In addition to subjects such as management independence, climate change and integrated chain
management, the agenda included internal control measures, because various directors had become linked
with allegations of fraud and corruption.
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Consequences of the credit crisis for USB

The Swiss bank UBS is the world’s largest asset manager. At the beginning of 2008, it had to write off
many billions from the value of its mortgage investments, partly as a result of the worldwide credit crisis.
It was the worst affected bank in Europe at that time.

At the beginning of the third quarter, PGGM, jointly with the British institutional investor USS, entered into
discussions with the new chairman of the supervisory board, Mr Kurer, and the independent supervisory
director Mr Marchionne.

In addition to UBS’s recovery strategy, the discussions focused particularly on the composition of the
executive and supervisory boards. Our suggestions for strengthening the supervisory board with people
able to draw on a wide range of expertise, particularly in banking and risk management, were echoed
by the candidates nominated after a vote at an extraordinary general meeting in the fourth quarter.
PGGM consequently voted in favour of all candidates.

The discussion also covered the remuneration policy of UBS. We stated that the complexity of the
remuneration and the substantial bonuses that could be received by taking major risks may have
contributed to the intensity with which UBS was impacted by the credit crises.

In the fourth quarter of 2008, UBS presented a new and greatly simplified remuneration policy for 2009.
This policy includes a bonus-malus arrangement which will be applied to the granted remuneration for

a number of years and in which the achievement of long-term performance criteria is stated as a condition
for the granting of shares based on the new long-term bonus scheme. Under such a bonus-malus
arrangement, the bonus payment will be deferred for a number of years in order to discourage the taking
of short-term risks. The reserved bonus will be reduced or forfeited if, for example, the longer-term
financial and individual objectives are not met, rules are breached or unnecessarily high risks are taken.

UBS has thus fulfilled a large part of our wishes and ideas with regard to the structure of directors’ pay.
The bank is also prepared to present a remuneration policy to the shareholders’ meeting for an advisory
vote. PGGM advocates allowing shareholders to vote on a company’s remuneration policy.

Eumedion - Contribution to the Frijns Code

In June 2008, the Corporate Governance Code Monitoring Committee (Frijns Committee) presented its
report on the assessment of compliance with the provisions and updating of the Tabaksblat Code (draft
Frijns Code). This had been requested by many parties, including Eumedion, the Confederation of
Netherlands Industry and Employers (VNO-NCW), the Association of Securities-Issuing Companies (VEUO)
and the Dutch Investors’ Association (VEB). The Committee invited interested parties to respond to the
draft Frijns Code. Following consultation with various parties, the Committee adopted the final version of
the Code in December 2008.

The Tabaksblat Code, as well as its successor the Frijns Code, is of great importance to Dutch institutional
investors and thus forms an essential part of the ‘PGGM corporate governance principles’. In the creation
of the revised code, PGGM therefore contributed actively to the establishment of a joint position on behalf
of Eumedion.
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Eumedion believes that the new Code could have demonstrated greater ambition. Previous useful
suggestions for amendments, for example relating to risk management and remuneration policy, did not
make it through to the final version. In addition, shareholders’ rights were unnecessarily restricted in
some areas, for example with regard to the right to place items on the agenda.

The new code includes a requirement that shareholders wishing to place a resolution on the agenda to
amend the strategy and/or dismiss executive or supervisory directors must first enter into a dialogue with
the management of the company concerned. The company then has a maximum period of 180 days in
which it can respond to the proposal before a resolution can actually be submitted by the shareholders.
We believe the maximum 180-day period is very long. We therefore support Eumedion’s call for
managements of listed companies to enforce this maximum response time only in highly exceptional

and well-justified cases.

PGGM also endorses Eumedion’s positive view of the Frijns Code’s inclusion of a provision whereby listed
companies must report more extensively on their strategic and other risks, and their risk profile. We also
believe it advisable for the Frijns Code to specify that a remuneration policy must include a clawback
provision and that the supervisory board should be given greater responsibility for the implementation of
the adopted remuneration policy. We nevertheless regret that the retrospective assessment of the applied
performance criteria by the shareholders’ meeting is not embedded in the Frijns Code.

In other respects, the Frijns Code reflects the changing social views of good corporate governance. We
therefore hope that the government will soon establish a new monitoring committee to supervise
compliance with the provisions of the Frijns Code.

Curbs on creeping acquisitions: Continental AG

Continental AG is a German supplier to the automotive industry. The family-owned Schaeffler Gruppe
operates in the same market segment, but is only a third of the size in terms of revenue. Earlier this year,
Schaeffler acquired a 35% stake in Continental through the use of various direct and derivative financial
instruments (equities, options, derivatives, etc.).

German securities legislation imposes a disclosure obligation when substantial direct equity interests
are acquired, so that the market can be informed. Schaeffler nevertheless acquired (indirect) control
of Continental, without having to disclose its interests. The German regulator, Bundesanstalt fiir
Finanzdienstleistungsaufsicht (BaFin), ordered an investigation into the non-disclosure of the acquired
(indirect) control of Continental by Schaeffler, but ultimately had to conclude that Schaeffler had not
breached any disclosure obligations.

This case painfully laid bare a deficiency in the German legislation relating to the new disclosure
requirements resulting from the implementation of the European Transparency Directive. In a letter to
the German Finance Minister, a number of institutional investors, including PGGM, drew attention to this
deficiency. There now appears to be sufficient support in Germany to amend the current legislation,

so that creeping controls/takeovers such as this are no longer permitted in the future.
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Similar occurrences could also arise in other European countries, including the Netherlands, because the
Transparency Directive has to be transposed into local legislation and regulations throughout the European
Union. In August 2008, the Ministry of Finance began its consultations on the draft order entitled
‘Transparency of Issuing Institutions’. Eumedion informed the Ministry of Finance that it expected greater
clarity on the precise scope of the new requirement for shareholders to include certain derivative
arrangements, such as ‘equity swaps’ and ‘contracts for difference’, in their disclosures of substantial
equity interests. Eumedion also made a large number of technical comments and observations on the
draft order. Its full commentary, to which PGGM made an active contribution, can be found at
www.eumedion.nl.

6.3 Human rights

The Engagement Focus List contained the names of 18 companies connected with the theme of human rights.

In developing this theme we devoted particular attention to the following main topics:

= companies involved in violations of human rights (including labour rights),

= companies operating in countries with repressive regimes, focusing specifically on companies operating in
Burma, (Myanmar) and/or Sudan.

We already reported in our quarterly reports on the progress of our dialogue with the US retail giant Wal-Mart on
the inadequate control measures with regard to compliance with US employment law. We also travelled to India
to talk to various companies, including on the subject of human rights (see boxes).

In addition to a number of new engagement processes, we continued the activities that had already been
initiated in 2007 in relation to companies operating in Burma (Myanmar) and/or Sudan. After a number of our
engagement processes with companies operating in Sudan produced little in the way of results, we sought
co-operation with other large institutional investors in these companies in order to combine forces. Through the
UN PRI Clearinghouse, a virtual marketplace for co-operation on engagement, we joined the Sudan Engagement
Group (http://www.unpri.org/collaborations). This group of UN PRI participants includes representatives of a
large number of institutional investors with combined invested capital of approximately USD 2.5 trillion.

The group was formed because it was proving very difficult to achieve concrete results through engagement by
individual shareholders. The Sudan Engagement Group hopes to be able to exert greater influence as a result of
increased scale. The group does not seek to encourage companies to withdraw from Sudan, but calls upon
companies to take a responsible attitude and contribute actively to the reduction of human rights violations in
the region.

An example of best practice engagement is our support for the Extractive Industries Transparency Initiative.
This initiative is aimed at achieving greater transparency on payments by companies and governments’ income
from oil and gas extraction and mining in order to reduce corruption, poverty and conflict. PGGM recently
co-signed a letter with a large group of other investors to urge non-participating companies in this sector to
co-operate with this important initiative. As a follow-up to this letter, F&C visited a number of these companies
on behalf of PGGM, including in Latin America. We will also devote attention to this in our own ongoing
engagement processes in the year ahead.

F&C was also active in Asia. In the run-up to the Olympic Games, F&C spoke with various companies operating
in China. In addition to important themes such as employment conditions and the human rights situation

in both China and Sudan, discussions also took place on a wide range of subjects such as water shortages,
climate change and product safety. F&C also devoted attention during the year to companies operating in
post-conflict countries or countries in which human rights violations occur frequently, with regard to ways of
controlling the resulting risks as fully as possible.
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Engagement on the human rights theme usually involves long-term processes in which we endeavour to talk
regularly to the company to make clear our expectations. For an effective engagement process it is important to
build up a solid relationship with the company and its representatives. We follow companies closely in order to
see how they actually deal with the subjects we discuss with them. Partly in view of our limited interests in most
companies, we are realistic in not expecting major results in the short term. If the dialogue with a company on
the Engagement Focus List on the subject of human rights ultimately does not lead to the required results, a
decision can be taken to exclude this company from our investment portfolio. Exclusion can also occur at short
notice in specific serious cases and in the event of a manifest rejection by a company. For further information on
the relationship between engagement and exclusion, see chapter 8, ‘Exclusions as the absolute bottom line’.

Wal-Mart opens its doors

The US company Wal-Mart is not only the world’s largest retailer, but with 1.9 million employees it is also
the world’s largest private employer. For many years Wal-Mart has been under fire from various action
groups with regard to the way in which it treats its employees.

F&C has been in discussions with the retail giant on behalf of PGGM since 2001 in order to discuss
concerns with regard to these accusations and, among other things, promote a policy of non-
discrimination on the basis of sexual orientation, a worldwide code of conduct for suppliers in line with
best practice in this field, whistleblowers’ procedures in the chain and an ethical purchasing policy.

In 2005, F&C sought to raise the matter of defective internal control measures with regard to compliance
with US employment legislation and to that end submitted a shareholders’ resolution with a number of US
investors in 2006. Unfortunately, this did not lead to the desired result.

In order to nevertheless bring this matter on to the agenda, we felt obliged to resubmit the same
resolution for the 2008 meeting with F&C as the ‘lead filer and As You Sow, AP-Fonden, DnB NOR Asset
Management and Mn Services as ‘co-filers’. Although our preference is for constructive dialogue rather
than confrontation, this appeared to be the only way to actively fulfil our policy of Active Share Ownership.
The approach worked and our aim was achieved. Following intensive consultation with Wal-Mart, it was
decided to withdraw the resolution on condition that Wal-Mart entered into discussions with the respective
shareholders and offered them an opportunity to raise their specific questions on this subject.

At the end of October, we visited the Wal-Mart head office in Bentonville, Arkansas, to hold discussions
with a large number of senior Wal-Mart managers responsible for matters such as employment practices,
immigration compliance, international human resources, audit, ethics, ethical standards, corporate social
responsibility and corporate affairs. The discussions led us to conclude that greater attention had been
devoted internally to the subjects which we presented to Wal-Mart and that we could also expect greater
transparency from the company on these subjects. The meeting itself was a good example of how this
traditionally very closed company was opening up more on sensitive subjects.

Following the meeting, we formulated a number of additional questions and specific expectations for
Wal-Mart, particularly with a view to increasing transparency on various subjects. We will continue the
dialogue with Wal-Mart in the year ahead and monitor the company closely in order to see how it deals

with the points we raised.
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Focus on India

At the beginning of November, we travelled to Mumbai, India. We attended a conference on developments
in corporate governance in Asia and India and spoke to a number of major Indian companies.

The emphasis of this dialogue, in addition to specific themes relating to human rights, was on creating an
awareness among the companies concerned that institutional investors were increasingly taking ESG
subjects into account in their investment decisions. We stressed that it was therefore most important that
companies include comprehensive ESG data in their public reporting. In many cases, there is still only
limited reporting and transparency on these subjects in Asia.

On the basis of our engagement programme in the field of human rights, we spoke to various companies
operating in India on the problems which have arisen due to the (forcible) removal of local communities
to create space for the development of industrial projects by these companies, for example in the federal
state of Orissa (see also the Vedanta case).

Indian companies operating in Sudan and/or Burma (Myanmar) were also approached with regard to the
responsibilities entailed by their presence in countries with repressive regimes.

Vedanta under fire

In co-operation with APG and USS of the United Kingdom, we spoke to Vedanta, a mining company that is
listed on the London Stock Exchange and operates mainly in India through its local subsidiaries.

Our engagement activities were in response to disturbing accusations by various Indian and international
non-governmental organisations (NGOs) concerning considerable environmental damage and human rights
violations, including the forcible removal of traditional indigenous tribes due to the expansion plans of
Vedanta and its Indian subsidiaries, including in the federal state of Orissa.

Vedanta denied the various allegations and said it could disprove all the accusations made by the
aforementioned organisations. The company was very critical of these organisations, stating that they had
repeatedly been offered an opportunity to inspect the situation on the ground. Not a single organisation
had so far taken up the invitation.

The company’s response pointed to a possible communication problem. We therefore asked Vedanta to be
more transparent in its reporting on the various problems, for example by publishing assessments of the
social and environmental impact of their projects by independent experts. We also urged Vedanta to invite
independent international experts to join the advisory board which the company had recently set up.

We will continue our dialogue with this company in the year ahead and approach other sources in order to
develop a better understanding of the local situation.
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6.4 Climate change

On the subject of climate change, we devoted attention to the following main topics in our dialogue with
companies:

= emission allowances,

= transparency on greenhouse gas emissions,

= strategic opportunities and threats from climate change.

In line with the previous year’s activities in the context of the Carbon Disclosure Project, we requested various
companies to publish information on greenhouse gas emissions again this year. We also urged companies to
adopt a strategic position and make sufficient preparations for the opportunities and threats that climate
change will bring, for example with regard to the consequences of restricting emission allowances in the near
future. As part of our activities in the field of regulatory engagement, we were actively involved in formulating
the call by a large group of institutional investors for a strong new international climate treaty.

F&C continued to push for a more sustainable transport sector during the year. Examples of the main
challenges in the transport sector in the next 10 years were identified as rising fuel prices, strict emissions
targets and stricter environmental guidelines. F&C called on companies in the transport sector, including auto
manufacturers and shipbuilders, to invest more in sustainable transport solutions and environmentally friendly
production methods to prepare for changing legislation and consumer demand.

Climate change on the political agenda

At the end of 2008, more than 150 institutional investors worldwide, including PGGM, issued a joint
statement calling on world leaders to enter into binding climate agreements to secure a strong successor to
the Kyoto Protocol after 2012. Such agreements are essential to ensure the necessary investments in
emission reduction and climate-friendly projects. PGGM played an active part in the working group which
drew up this statement.

The statement was drawn up with a view to the Climate Summit to be held at Poznan in December and the

run-up to the closing conference in Copenhagen in December 2009, at which final agreements are due to be

concluded. The statement calls for the following measures to be taken to create the conditions for

institutional investors to be able, through their investments, to make a maximum contribution to, and take

advantage of, measures to combat climate change:

= a binding target for greenhouse gas reduction worldwide to avoid dangerous climate change, based on
the most recent scientific evidence (50-85% reduction in 2050 compared to 2000),

long- and medium-term targets for developed countries, supplemented by national action plans,

a concrete contribution from developing countries by means of national action plans targeted at
improvements in energy efficiency, with a longer-term target of an absolute reduction in emissions,

continuation and further (geographic) development of the market for CO, allowances,
revision and expansion of the Clean Development Mechanism,

clear measures to combat deforestation and appreciation of the role of forestry for CO, storage,

attention devoted to initiatives to adapt to changing physical and other circumstances as a result of
climate change.
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We believe that the financial crisis should not preclude a tough approach to climate change. Moreover,
we are convinced that firm measures to combat climate change can help in tackling the crisis by creating
employment in areas such as alternative energy, energy efficiency and clean technology.

PGGM has therefore undertaken various actions to bring this statement to the attention of politicians and
officials in Brussels and The Hague. In 2009, we will make further efforts to bring our position and this
important statement to the attention of important players (politicians and officials) in the negotiations on
a new international climate treaty. Our focus will be primarily on the Netherlands and Europe.

6.5 Health

The Responsible Investment Department was expanded during the year with the addition of an engagement
specialist on the theme of health. An action plan was drawn up for the year ahead. Our engagement activities
on this theme will concentrate on dialogue with the pharmaceutical industry, particularly with regard to access
to medicines and innovation, and on the tobacco industry, with a particular focus on product promotion and
the economic sustainability of the sector.

With regard to the theme of health, F&C devoted attention among other things to the subject of obesity in its
discussions with companies in the food industry. F&C called on the companies to include health as a subject
in their long-term strategy, innovation projects and marketing policy and to provide their consumers with clear
information on the basis of which they could make responsible choices.

F&C was also active in the discussion on the facilitation of access to medicines by pharmaceutical companies
in markets in which that is problematic. For example, F&C provided a commentary on the UN Guidelines for
Pharmaceutical Companies in relation to Access to Medicines, the Medicines Transparency Alliance and the
Access to Medicines Index. It also presented the critical Oxfam report Investing for Life to investors. This
subject was naturally also dealt with at length in the dialogue with companies in the pharmaceutical sector.

6.6 Outlook for 2009

For 2009 we have set ourselves the objective of entering into dialogue with at least 30 companies on the
above themes. In particular, we expect to be able to considerably expand our engagement activities in relation
to climate change, corporate governance and health. On the theme of human rights, we will mostly continue
the current engagement processes in the year ahead. We will also once again devote attention to companies
operating in Burma (Myanmar) and Sudan. We have defined the intended results of all our engagement
projects and will report on progress from 2009. We keep interested parties informed of our activities and
progress in the quarterly reports on Active Share Ownership on our website.
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Key performance indicators relating to engagement

Target
2006 2007 2008 2009
Number of companies with which
PGGM has carried out engagement activities 2 13 34 30
Number of companies with which
F&C has carried out engagement activities 334 715 569 NA

Number of companies with which

F&C has carried out engagement activities

under special instructions from PGGM NA NA 26 30
Value of companies with which

engagement activities have been carried out

as % of total equity portfolio 33% 41% 48% NA

57 Annual Responsible Investment Report 2008



/. Legal
proceedings

One of the components of the Listed Equity Ownership Policy (LEOP) is the
Shareholder Litigation Policy. This relates to the legal proceedings which
we conduct on behalf of our clients both in the Netherlands and abroad.
Litigation in the United States occupies a separate position, due to the

possibilities of claiming damage and/or bringing about improvement in

corporate governance by means of procedures known as class actions.




7.1 Objectives of legal proceedings

The Listed Equity Ownership Policy (LEOP) sets out the main objectives of the conduct of legal proceedings.
These are:

= obtaining damages,

= creating value in the long term,

= continuity of the company’s activities, and/or

= achieving good corporate governance and good corporate conduct.

There must be clearly demonstrable grounds for any decision to initiate legal proceedings, for example in cases
of fraud and/or forms of unsound corporate governance. Most legal proceedings concern companies in the
United States, in which we have invested a relatively large proportion of our clients’ assets. Investors in the
United States have few shareholders’ rights to bring about changes in companies. The conduct of legal
proceedings has proved to be an ‘engagement tool’, i.e. an effective and tactical instrument for entering into

a dialogue with companies.

7.2 Implementation of policies

A further step was taken in the shaping of the Shell settlement in 2008. In 2007, PGGM, together with ABP
and other institutional investors, reached a settlement applicable to all non-American investors on the issues
surrounding Shell’s proven gas and oil reserves. In 2008, a more or less equivalent settlement was also
reached between Shell and US investors in terms of compensation per share for damages suffered. All investors
in Shell worldwide are thus able to recover part of their loss. This development increases the chances of
success in the move made in 2007 to have the European settlement declared generally binding at the
Amsterdam Court of Appeal.

PGGM also filed a petition on behalf of PFZW in July 2008 with the District Court in New York to be appointed
as lead plaintiff jointly with the Canadian Ontario Teachers Pension Plan (OTPP) in the case against the US
insurer AlG. The role of a lead plaintiff is to defend the collective interests of all misled investors in the class
against AIG with regard to the same facts and circumstances. This case concerned continual misleading by AlG
with regard to its exposure to the credit and mortgage market in the United States. The reasons for instituting
these separate legal proceedings related particularly to AIG’s exposure to problematic CDS (credit default
swap) transactions and the way in which the company reported on these to investors. The State of Michigan
Retirement Systems also filed a petition to be appointed as lead plaintiff. This issue is expected to be resolved
in the first quarter of 2009.

Settlement with Shell concerning the reclassification of oil and gas reserves in January 2004

European settlement

Together with other Dutch institutional investors, PGGM decided in January 2006 to seek an opt-out from the
ongoing class action in the United States. In addition to the expectation of obtaining higher damages, the
risk of receiving no damages as a non-US shareholder also played a role in this decision. The initiative was
taken jointly with ABP of seeking a solution for the problem which had arisen in relation to the adjustment to
Royal Dutch Shell’s proven oil and gas reserves in January 2004. Ways were sought in various discussions to
terminate the US legal proceedings in which the parties were embroiled. In April 2007, we were able to
announce the settlement jointly with Shell, ABP, the Shell Reserves Compensation Foundation (a foundation
formed specially to deal with this settlement and defend the interests of non-US investors covered by this
settlement) and the Dutch Investors’ Association (VEB). One of the main points of the European settlement
was the payment of USD 340 million to investors based outside the United States who purchased shares
outside the United States in the period from 8 April 1999 to 18 March 2004.
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US settlement

In March 2008, it became known that Shell had also reached a settlement with US investors. This meant that
the legal proceedings in the United States could also be brought to a close and US investors could be
compensated for the damage suffered in the same way as non-US investors. Another consequence of the US
settlement was an increase of USD 28 million in the settlement amount and an additional interest payment to
investors in respect of the compensation amounts due to them as of 1 April 2008.

Securities and Exchange Commission (SEC) settlement

At the end of July 2008, the question of whether the amount of USD 120 million paid by Shell to the SEC as
a fine in 2004 could accrue to the investors was resolved. The SEC agreed that the settlements did allow for
this amount to be distributed among all the misled investors, whether American or non-American. Investors
who wished to be eligible for this settlement were required to notify the SEC directly in 2008.

Unique

A unique aspect of the achieved result is that a law introduced in the Netherlands in 2005 (Class Action
(Financial Settlement) Act - Wet collectieve afwikkeling massaschade) was used in the European settlement.
The purpose of this was to make the settlement binding for all non-American shareholders. A revised petition
to this effect was filed with the Amsterdam Court of Appeal in February 2008.

The Court of Appeal heard the petition on 20 November 2008. By means of a vast logistical operation,
interested parties throughout the world were invited to register if they wished to express an opinion on the
declaration of the European settlement, which might or might not be binding. Only the Belgian bancassurer
Dexia filed a defence in order to be heard as an interested party, mainly with regard to procedural matters.
Dexia also explicitly declared that it did not consider the offered damages per share to be ‘unreasonable’.
If the Dutch court declares the agreed settlement to be generally binding, then that would be a good
alternative to litigation in the United States (usually through a class action) for misled non-American
investors. If the settlement is declared generally binding, it is expected that damages will not be paid to
eligible investors until the end of 2009 or the beginning of 2010.

Start of proceedings against AlIG for misleading investors

AlG had the most turbulent year in its history. On 10 November 2008, it became clear how much it had cost in
US government support to keep the world’s largest insurer afloat. The US government put as much as

USD 150 billion into the ailing company in order to stave off bankruptcy and the associated consequences.

It justified this intervention as protecting ‘the interests of the US government and taxpayers’. Although AIG was
naturally also impacted by the worldwide credit crisis, the immediate cause of the liquidity crisis at AIG was the
lack of investor confidence in AlG and its management.

As a result of the intervention of AIG’s external auditor on 11 February 2008, who noted ‘material weakness in
its internal control’ with regard to AlIG’s accounting practices, public statements were made for the first time by
AIG. The scale of the losses in the CDS (credit default swap) portfolio had to be adjusted time and again,
reaching a total of USD 20 billion in May 2008. Up until that time, AIG’s senior management had continually
reassured investors that the company’s internal risk control systems were in order and fully operational. The
reports came as a real bombshell, triggering a freefall in the AIG share price and leading to total losses for AlG
of USD 8 billion in the first quarter of 2008, USD 5 billion in the second quarter of 2008 and USD 24.4 billion
in the third quarter of 2008. A further amount of over USD 7 billion was written off the value of the CDS
portfolio. On 6 June 2008, both the SEC and the Department of Justice announced an investigation into AlG’s

60 Annual Responsible Investment Report 2008



reporting on its exposure to risky CDS transactions. At the end of 2008, AlG’s stock market value stood at
USD 1.57 per share, whereas at the end of 2007 it was USD 54.97 per share.

On 21 July 2008, PGGM filed a petition with the District Court of New York to be appointed as lead plaintiff
jointly with the Canadian pension plan OTPP in the case brought against AIG and a number of its directors.
The State of Michigan Retirement Systems filed a similar petition. The Court is expected to decide in the first
quarter of 2009 who will be appointed as lead plaintiff.

7.3 The proceeds of class actions

The proceeds of class actions are shown in the table below. They are allocated to the year in which the
proceeds of the respective class action were actually received. That is usually not the year in which the class
action was brought or the settlement was reached. As can be seen from the table, the proceeds of class
actions increased particularly from 2006, because large settlements were paid in that year, for example in the
Enron case. The record proceeds in 2007 were due to settlements in mega-cases such as Ahold and
Broadcom, amongst others. In 2008, a large part of the proceeds received were attributable to compensation
in cases such as WorldCom, Vivendi and PNC Financial Services Group. In addition to cash payments,
corporate governance improvements and adjustments to risk management systems remain an important part
of the agreed settlements.

Proceeds of class actions in the last five years

2004 € 714,781
2005 € 247,698
2006 €1,472,816
2007 € 4,646,307
2008 € 3,674,956
Total € 10,756,558

7.4 Outlook for 2009

Amsterdam Court of Appeal is expected to issue its judgement on the settlement with Shell at the beginning
of 2009. The Court will decide whether or not to declare the settlement binding. In the event of a positive
judgement, a European alternative will be created for the settlement of collective (investment) damages
comparable to the US system of class actions.

A decision is also expected from the US court in New York on whether or not to assign the role of lead
plaintiff jointly to PGGM and OTPP in the case against AIG. We will continue to actively monitor class actions
in the United States, as well as legal proceedings elsewhere in the world. If necessary, we will initiate our
own proceedings in relevant cases if we consider that to be in the interests of our clients.
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8.1 Choices relating to companies and government bonds

Our Exclusions Policy is intended to prevent us from making investments on behalf of our clients which do not
fit in with their and our identity. That requires choices to be made. It has been decided to focus on two areas:
controversial weapons and human rights. We have been conducting an Exclusions Policy on these themes since
1985. Our engagement policy (part of the Listed Equity Ownership Policy (LEOP) also allows exclusions as a
result of unsuccessful engagement on the themes included in this policy.

8.1.1 Weapons

Under the Exclusions Policy, we do not invest on behalf of our clients in companies involved in the production
and trading of weapons whose use leads to a violation of fundamental human rights. We focus on controversial
weapons. These are weapons whose large-scale use causes actual or potential suffering and which are aimed
at civilians or result particularly in civilian casualties. Proportionality plays an important role here: the military
advantage must be weighed against the possible humanitarian consequences. An important factor here is
whether the weapon primarily causes military damage and/or casualties or affects the civilian population.
The policy is aimed at six types of weapons in two categories (see table below). Companies which have a
substantial involvement in the trading or production of such weapons are immediately excluded from
investment. Substantial involvement means that a company produces or trades end-products or components
which are essential for the operation of weapons.

Summary of weapons exclusion criteria

Weapons of mass destruction: Weapons with a risk of civilian
casualties after military conflict:

= nuclear weapons = anti-personnel landmines
= chemical weapons = cluster bombs
= biological weapons = munitions with depleted uranium

8.1.2 Human rights

The Exclusions Policy devotes explicit attention to human rights in companies. Human rights are defined as the
rights set out in the Universal Declaration of Human Rights of the United Nations (UN) and the fundamental
labour rights as laid down by the International Labour Organisation (ILO). If human rights are violated in a
country or region in which a company operates, human rights must be expressly included in the company’s
policy and/or conduct. If cases of human rights violations are found within a particular company’s sphere

of influence, we will strive to improve the situation through dialogue with that company. If there is no
improvement, nor any expectation of improvement, the company will be excluded.

In order to ascertain whether companies are involved in controversial weapons and/or human rights violations,
we also purchase research from two specialist and respected research agencies: Sustainalytics and Eiris.
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8.1.3 Government bonds

Companies are not the only entities in which we invest which can be involved in controversial weapons and
human rights violations. Governments also play a large role in these areas. In order to apply the Exclusions
Policy consistently, we therefore considered it necessary to supplement the Exclusions Policy with a provision
on government bonds. This provision was necessary due to a number of specific characteristics of government
bonds which made it impossible to apply the Exclusions Policy fully to this asset class. Investors who invest in
government bonds enter into a financing relationship rather than a relationship of ownership with potential for
dialogue. In addition, states are sovereign. We therefore see the maintenance of a dialogue (engagement) with
governments on ethical issues to be primarily a diplomatic activity carried out between sovereign states.

Because of those specific characteristics, we have decided to follow universally recognised condemnations
of states. We see this as the most appropriate way to set ethical limits on investments in government bonds.
The main universally acknowledged condemnations of states are the sanctions applied by the UN Security
Council and boycott calls (in formal terms, calls to reconsider all relations) by the International Labour
Organisation (ILO). These organisations have the authority to form public judgements on sovereign states.

In addition, on the basis of our own judgements and consultations with our clients, we may decide to exclude
additional government bonds. This could occur if the only possible conclusion is that the states concerned
are violating the values set out in our policy principles and those of our clients on a large scale, without any
positive recent developments or any prospect of such developments in the near future.

8.2 Implementation

Compliance with the Exclusions Policy is monitored on a daily basis. Under the Responsible Investment Policy,
the implementation of the Exclusions Policy comprises two main pillars: a list of excluded listed companies
and government bonds and the provisions in the policy on the basis of which companies and projects are
assessed. The latter is mainly applied to illiquid investments.

8.2.1 Liquid investments

The Exclusions List is drawn up twice a year on the basis of internal and external information. We exclude all
direct investments in companies and participation in government bonds on our Exclusions List. This applies to
both internally and externally managed active and passive portfolios. We excluded a total of 30 companies

in 2008. These made up 1.2% of our equity benchmark. Two companies were added to the Exclusions List:
Cobham and Kaman. The US company EDO was deleted from the Exclusions List. Extensive contact with the
company which acquired EDO showed us that EDQ’s activities in relation to nuclear weapons could not be
classified as strategic and therefore gave no cause for exclusion. EDO had provided us with insufficient
information in this regard when we carried out our investigation in 2007, while external research data pointed
to a strategic involvement.
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List of exclusions of companies at the end of 2008

Company Country Reason for exclusion
Aerostar Romania Cluster bombs
Alliant Techsystems us Anti-personnel mines;

munitions with depleted uranium

BAE Systems UK Nuclear weapons

Boeing us Nuclear weapons

Cobham UK Cluster bombs

EADS Netherlands Nuclear weapons

Finmeccanica Italy Nuclear weapons

GenCorp Inc us Munitions with depleted uranium;
Nuclear weapons

General Dynamics us Munitions with depleted uranium

Goodrich Corporation us Nuclear weapons; Cluster bombs

Hanwha Corporation South Korea Cluster bombs

Honeywell us Nuclear weapons

Kaman us Cluster bombs

L3 Communications us Cluster bombs

Larsen & Toubro India Nuclear weapons

Lockheed Martin us Nuclear weapons; Cluster bombs

Magellan Aerospace Canada Cluster bombs

McDermott International us Nuclear weapons

Northrop Grumman us Nuclear weapons

PetroChina Company Ltd China Human rights

Poonsang South Korea Cluster bombs

Raytheon us Nuclear weapons; Cluster bombs

Rheinmetall Germany Cluster bombs

Rockwell Collins us Nuclear weapons

Saab AB Sweden Cluster bombs

Safran France Nuclear weapons

Serco Group plc UK Nuclear weapons

Singapore Technologies Singapore Anti-personnel mines; Cluster bombs

Textron us Anti-personnel mines; Cluster bombs

Thales France Nuclear weapons; Cluster bombs

Application of the new provision on government bonds has led to the exclusion of government bonds of North
Korea, Burma (Myanmar), Iran, Sudan and Somalia.
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Convention on Cluster Munitions

In December 2008, 94 countries, including the Netherlands, signed the Convention on Cluster Munitions in Oslo.
The convention prohibits the production, ownership, transfer and use of cluster munitions. The Convention

was signed by a number of countries in which companies are established that are involved in cluster munitions:
France, Sweden, Germany, the United Kingdom and Canada.

In 2009, we will enter into a dialogue with the companies on the Exclusions List in these countries

(five companies in total) in order to determine whether their exclusion due to this involvement can be ended.
This cannot be determined in advance, since the prohibition applies to the production and supply of the weapon.
This may not include components which we consider to be strategic for the operation of the weapon.

Naturally, our aim will be the termination of involvement.

The majority of companies (11 in total) in which we have ascertained an involvement in cluster munitions are
established in countries which have not signed the Convention. These countries are the United States, South
Korea, Romania and Singapore. The companies in these countries will remain excluded unless our periodic
research reveals that involvement has finally been terminated. In addition to possible consequences for the
involvement of companies, the Convention also has consequences for our Exclusions Policy, and for the definition
of cluster bombs which it includes. The definition applied in the Convention has been incorporated in our
Exclusions Policy: A cluster munition is a conventional munition that is designed to disperse or release explosive
submunitions, each weighing less than 20 kg. The submunition itself is also deemed to be included. There was no
such official definition prior to 2008: until the Convention was published, PGGM adhered to the guidelines of the
Red Cross. These are less specific and refer to ‘bombs which, when deployed, break into many parts in order to
bombard a wide area’ Our definition of strategic components and strategic involvement is unchanged. PGGM
therefore goes further than the provisions of the Convention.

8.2.2 llliquid investments

The Exclusions List is applied to all investments where relevant. In the case of illiquid investments, the provisions
of the Exclusions Policy are often more relevant than the Exclusions List. We took further steps in 2008 to include
these provisions in contracts with all our investment partners. Our internal asset managers now discuss this as
standard with their counterparties, after which the provisions are included in the contracts or appendices.

We were able to ascertain that 98% of the total portfolio did not violate the Exclusions Policy. That does not mean
that the other 2% do violate it, but we cannot guarantee that no investments will be made which contravene the
provisions of the policy or the Exclusions List. This requires further research.

There are a number of asset classes which meet the terms of the Exclusions Policy without any effort being
required. Our investments in commodities are the principal example of this. In these cases we invest in forward
contracts for raw materials. Raw materials cannot violate the Exclusions Policy. Violation may occur during their
extraction or processing, but that cannot be attributed to raw materials which are on sale in the world market and
whose origin and use are unknown. That is by definition the case of commodities.
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8.3 Outlook for 2009

In 2009 we will conduct two periodic reviews of the list of excluded companies and excluded government
bonds. We will also begin applying the Exclusions Policy to hedge funds in 2009. With this ambitious project
we will show that responsible investment, including the exclusion of companies, will be possible even in this

challenging asset class.

Key performance indicators with regard to exclusions

Target
2006 2007 2008 2009
% of total capital under management
covered by Exclusions Policy 70% 90% 98% 98%
Number of excluded companies 50 29 30 NA
Excluded companies as proportion of
FTSE All World benchmark 0,7% 0,9% 1,2% NA
Countries whose government bonds
are excluded NA NA 5 NA

67 Annual Responsible Investment Report 2008



Al
EE

=SZZc

=,

e -



9.1 Structure of report and selection of main subjects

This PGGM Annual Responsible Investment Report 2008 provides information on the 2008 financial year, which
ran from 1 January to 31 December 2008. An Annual Responsible Investment Report is published each year
because PGGM wishes to report transparently to third parties on its integrated responsible investment. The
reports cover the activities which are of importance to us: integration in the investment process, exclusions, the
use of voting rights, dialogue as a representative of the shareholder and legal proceedings in relation to share
ownership. These subjects are covered in the respective chapters of this Annual Report. As an asset manager
for institutional investors with a widely diversified portfolio, it is not easy to determine the most essential
subjects affecting our activities in the field of responsible investment. The most relevant subjects have been
selected on the basis of various sources, such as our clients, their participants, social organisations, brokers
and data suppliers. These subjects are human rights, weapons, good corporate governance, climate change and
health. They are expressed in voting behaviour, engagement projects, exclusions, the selection of targeted ESG
investments and the assessment of investment proposals and analyses in terms of ESG factors.

9.2 Guidelines followed

In compiling the PGGM Annual Responsible Investment Report 2008 we have adhered to the international
reporting guidelines of the Global Reporting Initiative, in particular the GRI Financial Services Sector
Supplement (FSSS Final Version, 2008). This annual report provides a separate list of GRI indicators with the
key performance indicators and Appendix IV contains a GRI index with the FSSS indicators. In addition,
Appendix Il shows how our policy and activities fit in with the six Principles for Responsible Investment.

9.3 Control

The text and figures in the PGGM Annual Responsible Investment Report 2008 have been audited internally by
Control and Compliance and other departments. The importance of external auditing by an independent auditor
is not (yet) justified on cost grounds. The non-financial data has been compiled using the databases of
Responsible Investment and of suppliers.

Disclaimer

We provide the PGGM Annual Responsible Investment Report 2008 as a service for our clients and other
interested parties. Although we have taken the utmost care in compiling this report, we cannot guarantee that
the information is complete and/or accurate in all cases. Nor do we guarantee that its use will lead to the
correct analyses for specific purposes. Therefore we can in no case be held liable for—among other things but
not exclusively—any deficiencies, inaccuracies and/or subsequent amendments. The use of this report is not
permitted without our prior written consent, other than for the stated purpose for which we have compiled this
report.

In case there might be discrepancies between different versions of the PGGM Annual Responsible Investment
Report 2008 the Dutch version will prevail.
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Appendix I: Overview of
co-operative relationships

Asian Corporate Governance Association (ACGA), www.acga-asia.org

The Asian Corporate Governance Association (ACGA) is a non-profit organisation established in Hong Kong
which works with investors, companies and regulators to implement effective corporate governance in Asia.
ACGA was formed in 1999 on the basis of a conviction that corporate governance is of fundamental importance
for the long-term operation of Asian economies and financial markets. ACGA carries out research, representation
of interests and education. PGGM has been a member of ACGA since 2008.

Carbon Disclosure Project (CDP), www.cdproject.net

CDP is the largest association of institutional investors relating to the effects of climate change on world
business. CDP collects relevant information on companies and distributes it to investors. To this end it sends
annual requests to companies to take part in the reporting process. Such requests were sent to more than
3,000 companies in 2008. PGGM is one of the signatories of the letter. PGGM has supported CDP since 2004.

Council of Institutional Investors (CIl), www.cii.org

The Council of Institutional Investors is a US organisation representing many institutional investors, mainly
pension funds. The members of the Council of Institutional Investors collectively administer more than

USD 3 trillion. The organisation represents the interests of its members and is active in the United States in the
field of shareholder rights, corporate governance and other subjects of relevance to investors. Members of the
organisation can take part in activities of relevance to them through the organisation’s various committees.
PGGM has been a member of Cll since 2008.

Enhanced Analytics Initiative (EAI), www.enhanced-analytics.com

The Enhanced Analytics Initiative is an international association of institutional investors and asset managers
focused on promoting better investment research, in particular research which assesses the influence of non-
financial factors on long-term investments. EAI represents total invested capital of approximately €2.1 trillion
(around USD 3 trillion). EAI addresses the lack of high-quality long-term research into non-financial subjects.
EAI encourages research organisations to provide better and more detailed analyses of non-financial factors
within the established financial research. In December 2008, this successful project was incorporated in the
UN Principles for Responsible Investment (UN PRI) in order to integrate the broadening and internationalisation
of the EAI objectives with those of the UN PRI.

Eumedion, www.eumedion.nl

Eumedion officially began its work as the successor to Stichting Corporate Governance Onderzoek voor
Pensioenfondsen (SCGOP) on 1 January 2006. Eumedion represents the interests of all institutional investors
and is an opinion former in the field of corporate governance. On the basis of the responsibilities of
institutional investors established in the Netherlands, Eumedion’s aim is to maintain and develop good
corporate governance and promote acceptance of and compliance with corporate governance standards by
listed companies and institutional investors. Eumedion focuses particularly on the Netherlands and Europe.
At the end of 2008, Eumedion had 64 members representing total invested capital of over €1 trillion.
Eumedion’s membership includes both small and large institutional investors. In addition to Dutch
institutional investors, a number of foreign institutional investors are affiliated to Eumedion. PGGM was

a co-founder of SCGOP and Eumedion and participates actively in all committees.
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Institutional Investors Group on Climate Change (IIGCC), www.iigcc.org

IIGCC is a European platform for co-operation among institutional investors in the field of climate change.
IIGCC aims to foster a better understanding of the implications of climate change among the members and
other institutional investors. Encouraging investors to act accordingly is another important activity. Finally, IGCC
focuses on support for regulation and market solutions which both provide an effective answer to climate
change and are consistent with long-term investment objectives. PGGM has been a member of [IGCC since
January 2007 and is a member of the steering group and the public policy group.

International Corporate Governance Network (ICGN), www.icgn.org

The staff in our Responsible Investment team are personal members of the ICGN (ICGN has no institutional
members). The ICGN has four main objectives: 1. Providing a network of and for investors for the exchange of
views and information on international corporate governance subjects; 2. Conducting research into corporate
governance principles and practices; 3. Developing and encouraging the adoption of corporate governance
standards and guidelines; 4. Promoting good corporate governance in general.

UN Principles for Responsible Investment (UN PRI), www.unpri.org

PGGM was closely involved in the creation and development of the UN PRI. We were among the first group of
signatories and have been sponsors since the principles were launched in April 2006. The PRI are a set of six
principles which can be endorsed by asset managers and pension funds to demonstrate their commitment to
responsible investment. The principles are intended to offer practical assistance on the incorporation of factors
such as the environment, social conditions and corporate governance into investment practice and investment
decisions. Over 480 institutions worldwide have now signed the PRI. The total invested capital of these parties
amounted to approximately USD 18 trillion (in April 2008). Else Bos, CEO of PGGM Investments, serves on the
Board on behalf of PFZW. PGGM takes part in all working groups.
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Appendix Il: Abbreviations

AGM Annual General Meeting (of shareholders)

CDP Carbon Disclosure Project

CEO Chief Executive Officer

(H]] Council of Institutional Investors
EAI Enhanced Analytics Initiative

ECGS European Corporate Governance Services network
EGM Extraordinary General Meeting (of shareholders)
ESG Environmental, Social and Governance

GRI Global Reporting Initiative

ICGN International Corporate Governance Network
1IGCC Institutional Investors Group on Climate Change

ILO International Labour Organisation
ISS Institutional Shareholder Services
KPI Key performance indicator

LEOP Listed Equity Ownership Policy
NA Not applicable

PFZW Pensioenfonds Zorg & Welzijn (known up until 1 January 2008 as Stichting Pensioenfonds voor de
Gezondheid, Geestelijke en Maatschappelijke Belangen)

POS Portfolio of Strategies

PRI Principles for Responsible Investment

RES Responsible Equity Strategies

RI Responsible Investment

SBM Strategic Benchmark

UNEP FI United Nations Environmental Program Finance Initiative

usD United States Dollar

VBDO  Vereniging van Beleggers voor Duurzame Ontwikkeling (Dutch Association of Investors for Sustainable
Development)

VEB Vereniging van Effectenbezitters (Dutch Investors’ Association)
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Appendix IlI: PRI Index

PGGM is committed to the Principles for Responsible Investment, an initiative of investors in co-operation with

the United Nations (UNEP Finance Initiative and UN Global Compact). PRI applies six Principles for Responsible

Investment. References to these principles in our reporting on our policy and activities in this annual report are

detailed below.

The Principles for Responsible Investment (PRI)

Principle 1. We will incorporate ESG issues into our investment analysis and

decision-making units

Actions:

Address ESG issues in investment policy statements

Support development of ESG-related tools, metrics, and analyses

Assess the capabilities of external investment managers to implement ESG
subjects

Ask finacial service providers to integrate ESG subjects into their research and
analysis

Principle 2. We will be active owners and incorporate ESG issues into our

ownership policies

Actions:

Develop and disclose an active share ownership policy

Exercise voting rights or monitor compliance with voting policy (if outsourced)
Develop an engagement capability (either directly or through outsourcing)
Participate in the development of policy, regulation and standard setting
(such as promoting shareholder rights)

File shareholder resolutions consistent with long-term ESG considerations
Engage with companies on ESG issues

Participate in collaborative engagement initiatives

Principle 3. We will seek appropriate disclosure on ESG issues

by the entities in which we invest

Actions:

Ask for standardised reporting on ESG issues (using tools such as the Global
Reporting Initiative)

Ask for ESG issues to be integrated within annual financial reports

Support shareholder initiatives and resolutions promoting ESG disclosure
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Principle 4. We will promote acceptance and implementation of the Principles
within the investment industry

Actions:
= Include Principles-related requirements in requests for proposals (RFPs) 42.1
= Align investment mandates, monitoring procedures, performance indicators and
incentive structures accordingly 1.4
= Communicate ESG expectations to investment service providers 8.1; 8.2

= Support regulatory or policy developments that enable implementation of the
Principles 3.2

Principle 5. We will work together to enhance our effectiveness in implementing
the Principles

Actions:

= Support/participate in networks and information platforms to share tools, pool

resources, and make use of investor reporting as a source of learning 6.1; 3.2; Appendix |
= Collectively address important issues chapter 6
= Develop or support appropriate collaborative initiatives 6.1

Principle 6. We will each report on our activities and progress towards
implementing the Principles

Actions:
= Disclose how ESG issues are integrated within investment practices chapter 4
« Disclose active share ownership policy (voting, engagement, and/or
policy dialogue) chapter 5; 6; 7; 3.2
= Communicate with participants about ESG issues and the Principles 3.2
= Report on developments and achievements relating to the Principles 1.4; 9.2; Appendix llI
and IV
= Make use of reporting to raise awareness among a broader group of Annual report 2008

stakeholders
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Appendix IV: GRI Index

The Global Reporting Initiative (GRI) is a global standard for companies’ reporting on ESG factors. This GRI
Index provides an overview of the activities described in this 2008 annual report in accordance with the
indicators from the GRI Financial Services Sector Supplement (2008 version).

GRI Financial Services Sector Supplement

Category Aspect Indicator
Reporting on management approach specifically FS1
in the financial sector
FS2
FS3
FS4
FS5
Product labelling FS15
Products and services impact Product portfolio FS6
Product portfolio FS7
Product portfolio FS8
Audit FS9
Active ownership FS10
Active ownership FS11
Active ownership FS12
Social performance indicators Society FS13
Society FS14
Product liability Welfare of clients FS16
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Description Indicator coverage Section reference
Policy with specific environmental and social components applied to Fully covered 3.0,3.1,3.4,5.1,
business lines 6.1,7.1,8.1
Procedures for assessing and screening environmental and social risks Fully covered 4.1,4.2,43,5.2,

in business lines for each policy 6.2,6.3,6.4,6.5, 7.2
Processes for monitoring clients” implementation of and compliance with Not covered

environmental and social requirements included in agreements or

transactions

Process(es) for improving staff competency to address environmental Partly covered 4.2.3,4.3.4
and social risks and opportunities

Interactions with clients and other stakeholders regarding environmental Fully covered 3.2,9.1
and social risks and opportunities

Policy for the fair design and sale of financial products and services Not covered

Percentage of the portfolio for business lines by specific region, size Partly covered 1.3
(e.g. micro/SME/large) and sector

Monetary value of products and services designed to deliver a specific Fully covered 4.2

social benefit for each business line broken down by purpose

Total monetary value of specific environmental products and services Fully covered 4.2

broken down for each business line

Coverage and frequency of audits to assess implementation of Not covered

environmental and social policy and risk assessment procedures

Percentage and number of companies held in the institution’s portfolio with Fully covered 1.4,6.1,6.6
which the reporting organisation has interacted on environmental and

social issues

Percentage of assets subject to positive and negative environmental or Fully covered 1.4,4.4,5.2,5.3
social screening

Voting policy applied to environmental or social issues for shares over which Fully covered 5.2

the reporting organisation holds the right to vote or to advise on voting

Access to products and services in remote and less developed areas Not applicable

Initiatives to improve access to products and services for disadvantaged Not applicable

people

Initiatives to enhance financial literacy Partly covered 3.2
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