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Highlights
In 2013
• Aegon Asset Management (AAM) engaged with 201 companies on subjects including corporate
governance, the environment, transparency, remuneration, health & safety and human rights
• AAM formally appointed “ESG Officers” in all AAM units; the ESG Officers act as local contacts
for the global AAM Responsible Investment (RI) team and will lead the discussion on how we
integrate ESG locally
• AAM made ESG training mandatory for all AAM portfolio managers and analysts worldwide
• Aegon had impact investments in wind farms, solar energy, affordable housing, geothermal and
sustainable timber, with a combined value of almost €3 billion AuM; also, AAM made its first
green bond investments in 2013
• Following our 2012 review of impact investment and opportunities in this area, AAM
established internal structures to facilitate further impact investment
• Aegon reviewed and streamlined voting policies and practices across the company
• Aegon had SRI products in the Netherlands, the UK and Hungary which, at the end of 2013,
amounted to € 1.9 billion AuM

Abbreviations
The following abbreviations are used in this report:
RI

Responsible Investment

RI Committee

Aegon Responsible Investment Committee

ESG

Environmental, Social and Governance

AAM

Aegon Asset Management

AAM RI

AAM’s Responsible Investment team

GA	General Account (funds held on the balance sheet of Aegon for its own
account, for the purposes of meeting the guaranteed liabilities to its
customers, and shareholders’ funds available for investment)
II

Impact Investment
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Foreword
Aegon Asset Management believes in active, responsible and engaged investment.
Our clients entrust us to manage approximately €240 billion on their behalf. We manage
investments for Aegon and Transamerica policyholders, for other institutions and businesses and
for retail customers. Our clients are diverse, as are their needs, but all depend on our expertise to
deliver sustained investment growth.
Together with many of our clients, we strongly believe in the value of engaged, socially and
environmentally aware investment management. Aegon is committed to responsible investment and
good stewardship of our assets – and we are proud to say that Aegon Asset Management, as Aegon’s
investment division, has taken the lead in most of the initiatives that flow from Aegon’s commitment
to responsible investment.
A recent internal audit showed that since Aegon’s Responsible Investment (RI) framework was first
approved in 2010, all of Aegon’s RI goals – policy and guidelines, internal governance, engagement,
voting, Environmental, Social and Governance (ESG) integration, and targeted investments (impact
investment and Socially Responsible Investment funds) – have either been completed or are
nearing completion.
However, in 2013, we also identified further areas for improvement. In particular, we are focusing
on ESG integration and impact investments as areas that deserve increased attention. We have
also stepped up our efforts to integrate RI principles throughout our business, since we believe
that our portfolio managers and analysts are best placed to assess all risks and opportunities
related to our investments, including ESG factors. In 2013, we therefore made ESG training
mandatory for all portfolio managers and analysts, and appointed ESG officers in all our businesses
worldwide. The newly appointed ESG officers are responsible for taking the lead in determining
how best to incorporate ESG principles in their local investment research and decision-making.
Our integrative approach applies equally to impact investment, where our investment professionals
are best positioned to evaluate the investment opportunities in categories such as green bonds,
affordable housing and renewable energy.
In this report – the third Responsible Investment Report published by Aegon Asset Management –
you can find out more about the progress we have made and actions we have taken over the course
of 2013.
Sarah Russell
Chief Executive Officer
Aegon Asset Management
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About Aegon
Aegon N.V. and its subsidiary companies (collectively referred to as Aegon or the Aegon Group), is
an international provider of life insurance, pensions and asset management products. Aegon is also
active in accident, supplemental health and general insurance, and has limited banking products
and services. Aegon has over 475 billion in revenue generating investments, employing nearly
27,000 people and serving millions of customers in more than 25 countries in the Americas, Europe
and Asia. Aegon’s main markets are the United States, the Netherlands and the United Kingdom.
Aegon manages investments for its own account and on behalf of its policyholders, and also
provides customers with access to a broad range of investment products. For a large proportion of
its assets, Aegon itself acts as the investment manager (through AAM) or is involved in the process
of selecting investment managers.
Aegon accepts the responsibilities it has as one of the world’s leading institutional investors, and
recognizes the increasing importance both to Aegon and its stakeholders to invest responsibly
since poor social, environmental or governance practices may affect the value of the companies in
which it invests.

About Aegon Asset Management (AAM)
Leveraging a strong heritage of expertise across a wide range of products, AAM offers a rigorous,
structured and research-driven approach to investments on behalf of its clients. With fund
managers based out of Europe, North America and Asia, AAM is able to offer global and local
investment strategies to deliver long-term value in accordance with each client’s risk profile.
AAM comprises the following companies:
The Netherlands:	Aegon Investment Management (AIM), TKP Investments (TKPI),
Pelargos and Saemor
United States:	Aegon USA Investment Management (AUIM) and Aegon USA Realty Advisors
(AURA)
United Kingdom:	Kames Capital
Canada:	Aegon Capital Management (ACM)
Spain:	Aegon Asset Management Spain (AAM Spain)
CEE:	Aegon Hungary Fund Management (AAM Central & Eastern Europe)
China:	Aegon Industrial Fund Management Company (AIFMC; 49% joint venture)
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When AAM was established in 2009 as a separate business, we therefore made it a priority to
develop a more coordinated approach to our RI activities worldwide.
In 2010, AAM’s Management Board approved a broad RI framework. Since then, we have focused
on implementing the key elements of this framework: global policy development, coordinated
engagement and voting, and enhanced ESG integration. More recently, we have also turned our
attention to impact investment.
The implementation of the AAM RI framework was further supported by our decision to sign the
UN-backed Principles for Responsible Investment (“PRI”) in early 2011.
We believe that RI and ESG should be an integral component of how we conduct business and
that the responsibility for implementing the various aspects of the RI framework should therefore
lie with the people in our business: portfolio managers, credit analysts, legal professionals, and
compliance experts. These dedicated professionals are then supported in their work by a small,
decentralized RI team.
In order to support the integration of ESG into our business, in 2013, the AAM management board
decided to appoint ESG Officers in all of our AAM businesses and to make ESG training mandatory
for all portfolio managers and analysts. The RI team has already worked intensively with these
contacts and has started to roll out the training program across the company. We already see that
our colleagues at AAM increasingly understand and embrace ESG.
We have also placed an increased emphasis on impact investment in 2013, and have successfully
engaged portfolio managers from different AAM businesses in discussions on impact investment.
In view of our integrated approach to RI, and given our “finance first” focus in impact investment
(see the chapter on impact investment for detail), this is a necessity in order to achieve more in this
area. In the Netherlands, we have established an impact investment working group, and, also in the
Netherlands, our first green bond investments have now been made.
Finally, 2013 was the year in which reviewed the voting policies and practices at Aegon. We are
happy to share details of this review in this report.
Harald Walkate
Senior Vice-President, Head of Responsible Investment
Aegon Asset Management
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RI Peer Review
In 2013, we carried out an internal assessment on the implementation of AAM’s RI Framework
as approved approximately three years ago. This internal assessment was recently completed.
As part of the assessment, we conducted a benchmarking exercise not only to define where
we stand relative to our peers in terms of RI activity, but also to identify potential areas for
further emphasis or opportunities to expand our range of RI activities.
We selected the 20 insurance companies and asset managers, headquartered in the US and
Europe, that are closest to Aegon and AAM in terms of business type (life insurance, pensions,
and asset management), size and geographic footprint.
We evaluated these companies and Aegon itself in five separate categories: (1) RI Policy,
Governance & Exclusions; (2) ESG Integration; (3) Engagement & Voting; (4) Impact Investment;
and (5) Miscellaneous (including SRI Funds, RI Reporting, Memberships and Other Initiatives).
For each company in the peer group we developed a separate “company snapshot”, showing
our assessment of the company and its RI activity in each of the different categories.
While it is difficult to define objective or quantitative criteria for performance in these different
areas, we tried to assign each company, including Aegon, to High Profile / Medium Profile /
Low Profile levels for each of the five RI categories, based on publicly available information.
We later compared our own assessment to the RI ratings provided by MSCI, and for the most
part the rankings were comparable.
The main findings of our peer review are as follows:
1.	There is no ‘one size fits all’ in RI. For example, while many companies take similar
approaches to some RI activities, almost every company in our peer group has defined a
unique approach to RI and provides at least some public information on it.
2.	The review shows that the larger US and European insurance and asset managers peers for
the most part have embraced RI and ESG and are working to implement their specific blend
of RI initiatives.
3.	The European peers appear to be much more active in all of the RI categories listed above,
except impact investment, where US peers have undertaken large initiatives, some of them
quite recently.
4.	The peer review underscores our self-assessment in that it shows that, while there are
differences in approach, the RI Framework at AAM is in line with industry best practice. It
also shows that although there are areas that are work-in-progress, there are other areas
where we can conclude we delivered on the objectives set out in 2010.
The self-assessment and peer review will be used as input for discussions at Aegon and AAM
on plans and ambitions in RI for the next several years.
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Policy Case Study: Firearms
In 2013, following the Sandy Hook Elementary School shootings in Newtown, Connecticut in
December 2012, and in light of the increased public concern and a major policy debate over the
manufacture and retail sales of firearms in the United States, Aegon held internal discussions
related to the regulation of manufacturers or retailers of civilian firearms and the call for
divestment in this area.
During 2013, the RI Committee met, not only to consider the potential risks of exposure in this
area, but also to identify certain research tools available to integrate firearms research and
screening into investment decision-making practice. During these discussions the RI Committee
determined that AAM clients’ needs and exposure in this area did not necessitate a formal
firearms screening or exclusion approach at this point.
The Committee further determined that if, in the future, increased risks or client concerns
in this area necessitate further action, we have access to the necessary ESG research and
data and service providers in order to implement screening, ESG integration or engagement
strategies.
While the RI Policy does not currently take a position in the firearms debate, Aegon considers
this a very important topic and is therefore actively following the discussion and monitoring
the related policy debate.
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Policy Case Study: Nuclear Weapons
In December 2013, the International Campaign to Abolish Nuclear Weapons (ICAN) published
Don’t Bank on the Bomb: A Global Report on the Financing of Nuclear Weapons Producers. The
report lists approximately 300 banks, pension funds, insurance companies, asset managers
and other financial institutions around the globe that invest in the companies that, among
other activities, produce nuclear weapons. Aegon is listed amongst the 300 investors.
Aegon’s exclusion policy covers manufacturers of nuclear weapons. However, exceptions are
made for companies that act in line with the Non-Proliferation Treaty (NPT) which prevents the
spread of nuclear weapons and weapons technology, but also recognizes 5 “nuclear weapons
states” (the United States, the United Kingdom, France, Russia and China).
The Aegon NL RI Committee, as well as the Management Board of Aegon The Netherlands,
took the publication of this report as an opportunity to reassess Aegon’s policy on nuclear
weapons.
Our clients’ and stakeholders’ views were central to our discussions on the issue. We
considered the fact that the NPT has been signed by 190 countries (including virtually every
country where Aegon has operations). Although the treaty is not beyond criticism, it can be
seen as the primary normative anchoring point in discussions on nuclear weapons. While
many of our clients, certainly in the Netherlands, are opposed to investments in companies
associated with nuclear weapons, there is therefore no indication that there is ‘international
consensus’ on this issue, which is a criterion for exclusion under our RI Policy. The Aegon NL
RI Committee and Aegon NL Management Board also took into account the fact that a large
number of other institutional investors take a position similar to Aegon’s in their RI policies.
The Aegon NL RI Committee and Aegon NL Management Board agreed that this topic is, and
will likely remain, a key issue for a large number of stakeholders, but decided to reaffirm
Aegon’s policy position on the issue at this time. They also agreed to monitor the debate on
nuclear weapons to ensure that our policy continues to fairly reflect the views of our clients
and other stakeholders.
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Engagement
In line with the Aegon RI policy and with AAM’s commitment to the PRI, AAM has established a
process to engage with companies that do not conform to the standards outlined in the relevant
policies.
AAM engages in three ways with companies we invest in:
• Directly, by AAM RI
• Directly, by AAM RI but supported by an external research provider (Sustainalytics), and
• Indirectly, through collaborative initiatives (for example, the PRI collaborative engagement
platform or the Association of British Insurers)
Engagement activities are primarily initiated and managed by the AAM units Kames Capital (UK)
and TKPI (the Netherlands), as well as by the global AAM RI staff. These engagement activities are
coordinated through monthly conference calls.
The AAM engagement program is monitored by the Aegon RI Committee. Developments in
engagement dialogues and progress made are a standing agenda item, and decisions on initiation
and termination of engagement dialogues are made by the RI Committee. Where possible, AAM
seeks to directly involve portfolio managers and analysts at AAM units in the engagement
activities.
In 2013, the RI Committee adopted an Engagement Guideline as a supplement to the RI Policy. This
Engagement Guideline sets out in more detail how engagement and related activities are organized
at Aegon and AAM. This guideline has not been published, but can be made available to interested
parties upon request.
Engagement in 2013
• In 2013, AAM engaged with 201 companies on a range of ESG issues
• 78 % of AAM engagement activities were related to corporate governance matters; 22% were
related to environmental or social issues
• We classify and record our engagement activity as basic, moderate or extensive; the same
classifications used by the PRI in their annual self- assessment questionnaire
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Engagement themes and cases
In 2013, AAM held discussions with companies on a number of themes, as illustrated in the cases
below.

Social: Human rights
• In 2013, human rights continued to be an important engagement theme: obtaining a better
understanding of the human rights issues that companies face; how they deal with these
challenging issues through policies, risk management and compliance; and how they report
on human rights related issues.
• The importance of this theme in 2013 is also a reflection of the increased awareness of
companies’ obligations not to violate human rights in the course of their activities, and
to provide redress when infringements occur, as outlined in the UN “Protect, Respect and
Remedy” Framework developed by professor John Ruggie.
• AAM had a number of positive outcomes from its engagement activities regarding human
rights.

The Ruggie Framework, also known as the UN “Protect, Respect and Remedy” framework,
marks an important systemic approach to the treatment of human rights by states and
corporations. It was created through years of multi-stakeholder consultations including global
law firms, companies, investors, NGOs, and international institutions.
The framework is increasingly necessary to identify the distinct but complementary
responsibilities of states and corporations in addressing human rights, so that each does not
claim that the other is responsible while abuses continue unabated. In short, according to the
framework and guidelines, global companies are expected to comply by:
• Adopting a human rights policy
• Verifying non-infringement through human rights due diligence
• Addressing any human rights abuses the company was involved in
• Measuring and reporting on human rights compliance

Environmental protection
• The important engagement issues in 2013 included mining and operational safety
performance, oil drilling in sensitive environments, artisanal mining, oil-sands, shale gas,
new project development standards environmental & social performance standards,
operations subject to regulatory fines and other.
• Kames Capital is an investor signatory to the Extractives Industry Transparency Initiative
(EITI), which supports improved governance in resource-rich countries through the
verification and full publication of company payments and government revenues from oil,
gas and mining. As a signatory to the Initiative, Kames is keen for appropriate companies
that Kames invests in also to become formal signatories.
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Governance
• AAM pays a great deal of attention to governance at the companies we invest in. Good
governance enables a company to make decisions that maximize overall shareholder value
and stabilizes a company, allowing it to better weather difficult circumstances. Good
governance is also important for shaping perceptions with external stakeholders: partners
and customers want to work with companies that are well-positioned to continuously
provide services for the duration of their relationship.
• Primarily through the engagement of Kames Capital, AAM enters into dialogue with
companies on remuneration and board structure issues prior to the shareholders’ meetings.
• Governance is also a key issue in our voting activities. Please see the voting chapter for
additional cases.

Case 1: Protecting human rights
AAM initiated a fruitful dialogue with a large telecommunications company that has been linked
to concerns about its complicity in human rights abuses by controversial regimes, including Iran
and Syria. AAM requested that the company strengthen its human rights due diligence procedures,
enhance disclosure on initiatives to protect human rights in its sphere of influence and in high risk
countries, and to improve its public reporting on human rights risks faced, by country of operation.
Over the course of 2013, the company took several steps to reduce its exposure to human rights
related risks, including the establishment of a board-level Social and Ethics Committee. It was
also working on a new human rights policy, for which it has studied the UN Guiding Principles
on Business and Human Rights (UNGP). The company has conducted research into what human
rights mean for its operations, given its exposure to high risk countries. It has also committed to
addressing industry-specific issues, including the freedom of expression, privacy, and security. The
company’s progress with respect to these initiatives will be assessed in 2014.
Case 2: Human rights due diligence and controls on the use of human tissue
TKPI initiated engagement with a company in the healthcare sector that is specialised in processing
human musculoskeletal and other tissue. The company was selected for engagement due to its
exposure to human rights related risks, and concerns about the provenance and processing of
the human tissue. TKPI requested that the company disclose what due diligence checks it has
incorporated into its supply chain risk management system to ensure the procurement of healthy
human tissue, and to ensure the consent of donors. TKPI also asked the company to commit to
regularly auditing of its supply chain for ethical compliance.
The company was responsive and provided TKPI with strong evidence of quality and safety controls
to ensure that human tissue they provide to patients is safe and disease-free. The company is
certified under the ISO 13485 Standard, which is focused on product quality and safety and requires
supplier auditing. Concerns about tissue health were adequately addressed. However, the company
could do more to disclose how it audits suppliers on ethical aspects, such as donor consent.
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Case 3: Protecting health and safety of employees
TKPI initiated engagement dialogue with a large steel company on account of its exposure to
human rights related risks in the area of health and safety. The company had a long history of
safety incidents that stand out in the sector in terms of their frequency, impact, and the recurrence
of regulatory actions. TKPI asked the company to commit to human rights due diligence, continual
improvement of its health and safety management systems across the Group’s sites, OSHAS
18001 certification, and to a remediation system to provide redress for human rights violations
occurring at its sites.
The company reported that it has taken a more thorough approach to investigating incidents and
performing corrective action, in order to prevent a recurrence of health and safety incidents. Based
on statistics collected, the company is now implementing several programs aimed at improving
safety that relate directly to existing causes of injuries or fatalities. It has also implemented a
training program on safety issues which was attended by more than 2,000 operations managers
in 2013. In addition, the company reported that it has set some statistics and targets, aiming for a
zero fatality rate in 2014 and a 20% reduction in long-term injury frequency rates in comparison
to 2013 figures. The company did not commit to expanding its OSHAS 18001 certification, which
it stated would give a false sense of security if awareness of hazards and risk management are not
first improved internally. The company also reported on its compensation programs in place for
injuries or fatalities, which it stated vary by country so as to comply with national legislation in its
different locations of operation.
Case 4: Enhancing ethics standards
TKPI initiated dialogue with an international engineering and construction company exposed
to corruption and bribery-related risks. The company is facing allegations in multiple countries,
involving staff with high levels of responsibilities including sales agents, business account
managers and executives. TKPI requested that the company implement effective accounting and
financial reporting procedures to reflect its transactions and dealings, disclose to what extent it
addresses business ethics issues in its standard due diligence procedures, and perform and publicly
report on periodic audits to ensure compliance with its anti-corruption policies.
The company responded by expressing its willingness to engage in dialogue over ESG related issues
and the availability of its senior staff, including its Compliance Officer, for future discussions with
its shareholders. It disclosed evidence of significant improvements to its anti-corruption policies,
including adopting a new agent review policy requiring due diligence to be conducted for all
business partners. Although the company has not provided evidence of new accounting/financial
reporting procedures, it stated that an external auditor concluded that effective internal control
was maintained in all material respects. The company has committed to compliance assessments,
and reported that an independent corporate monitor had been appointed to review its ethics and
compliance program.
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Case 5: Addressing risks related to bribery and corruption
TKPI initiated engagement with a global energy company exposed to bribery and corruption
related risks. The company was involved in a corruption scandal relating to its joint venture with
an Angolan company, and could face charges under the U.S. Foreign Corrupt Practices Act. TKPI
asked the company to improve its policies on bribery and corruption, to disclose whether it provides
training relating to bribery or corruption for key managers dealing with foreign partners, to disclose
whether ethics issues are included in its due diligence procedures, and to consider becoming a
member of the EITI.
The company responded that it is committed to a strong policy on bribes and other forms of
corruption, and has adopted and implemented a comprehensive anti-corruption compliance
program that provides clear guidelines on what is and what is not considered acceptable behavior.
Regarding training, the company disclosed that it provides in-depth training on its anti-corruption
compliance program and on anti-corruption laws twice yearly, and requires 100% of its staff
(including managers and employees who work with foreign partners) to participate in these training
sessions. The company also stated that it is actively evaluating becoming involved with and a
member of the EITI, as suggested by TKPI. These steps are in line with TKPI’s engagement goals,
and can be considered positive, although the company’s disclosure with respect to the contents of
its anti-corruption compliance program could be strengthened further.
Case 6: Concerns related to business ethics and environmental performance
AAM initiated dialogue with an international metals and mining company over concerns related to
business ethics and environmental performance.
AAM asked the company to publish its anti-corruption policy, and disclose details of company
training programs designed to strengthen management of risks related to bribery and corruption.
AAM also asked the company to implement an independent whistle-blower program, allowing
employees and third parties to report misconduct anonymously and without fear of retaliation.
On environmental performance, AAM noted that the company already has a relatively strong
environmental policy and management system, but asked for additional steps to improve
implementation. These include the pursuit of ISO-14001 certification across the company’s
operations and a program to reduce significant non-greenhouse gas emissions. AAM also requested
disclosure of measures to address problems with water contamination at one of the company’s
mines in Australia.
In recent years, the company has been involved in a number of environmental controversies, and
has faced allegations of fraud, bribery, tax evasion and breaches of international sanctions. AAM
has requested a written response and a face-to-face meeting with company representatives, but so
far has received no reply.
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Case 7: Accord on Fire and Building Safety in Bangladesh
As news spread of the numerous deaths and injuries related to Bangladesh factory accidents in
2012 and 2013 and concern increased in the investor community related to risks to companies that
source products in Bangladesh and other low-cost countries, AAM US joined an investor coalition
coordinated by the Interfaith Center on Corporate Responsibility (ICCR) to actively engage apparel
brands and retailers. The coalition was formed to urge these companies to commit to sign the
Accord on Fire and Building Safety in Bangladesh (“Accord”).
The Accord is intended to make Bangladeshi garment factories safe workplaces and is tailored to
the distinctive challenges of the textile industry in Bangladesh. In participating in this engagement,
AAM US joined over 200 investors from a larger global coalition representing $3.1 trillion in assets
under management from the U.S., Canada, Australia and Europe.
AAM US signed a letter that was sent to 21 apparel brands and retailers that, at that time, had
yet to join the Accord. The companies targeted were US apparel and retail brands and the letter
referenced the Accord as the best route to mitigate safety risks to garment workers in Bangladesh.
As of the writing of this report 150 companies have joined the Accord, including such high-profile
brands as Adidas, Esprit, Carrefour, Abercrombie & Fitch, Tesco and Marks & Spencer.
Case 8: Land grabbing in Brazil
In October 2013, in a television broadcast, food processing company Bunge was linked with
land grabbing practices in the Mato Grosso do Sul region, Brazil. Bunge owns and operates
several sugarcane mills in Brazil and sells sugar to companies such as Coca-Cola Company and
PepsiCo. After the broadcast, aid and development charity Oxfam released a report outlining the
relationships of several Dutch financial institutions, including Aegon, and 22 food companies
exposed to ESG risks, Bunge being one of them.
Bunge has been accused of being complicit in land grabbing practices by entering into contracts
to buy sugarcane from farmers/landowners who ‘grabbed’ the land from the indigenous people.
In the last decade sugar farming in the Mato Grosso do Sul region tripled. Since then indigenous
communities have been trying to reclaim land that was taken from them illegally to build these
sugar plantations. The rights of the indigenous communities to the land have been confirmed by
the national authorities. However, until now the Brazilian authorities have not been successful in
demarcating the land adequately and enforcing the law in this area. The resulting violence between
the farmers and their private security personnel on one side, and the indigenous people on the
other side, led to dozens of people being killed on both sides in recent years.
This social supply chain controversy was identified by our ESG research providers, but given
that Bunge does not own or operate the sugar farms on disputed territory, and considering the
company’s response and the prevailing problems in Brazil with land rights and governance, the
controversy was not assessed to be severe.
After engagement from Dutch institutional investors the company committed to not renew
contracts with farmers on disputed land, an outcome that we deemed adequate for now, although
we will monitor the company’s commitment and will reassess the situation when necessary.
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This case illustrates that we, as asset managers, are increasingly asked to monitor not only the
activities of the companies we invest in, but also the potential risks they are exposed to along their
supply chain. This poses a number of challenges for investors in terms of obtaining the relevant
data and research and assessing materiality to our investments.

Eumedion participation
AAM NL and TKPI are active participants in the Eumedion platform
Eumedion is a Dutch organization that represents institutional investors’ interests in the
field of corporate governance and related sustainability performance. It is the objective of
Eumedion to maintain and further develop good corporate governance and sustainability
performance on the basis of the responsibility of institutional investors established in the
Netherlands. At the same time, Eumedion wants to advance the acceptance of, and compliance
with, generally accepted corporate governance standards by listed companies and institutional
investors in the Netherlands and Europe in particular.
Eumedion numbers approximately 70 asset owners and asset managers among its members.
AAM NL and TKPI staff are members of a number of Eumedion’s committees, including
the Legal Committee, the Audit Committee, the Investment Committee and the Research
Committee.
Participation in Eumedion also plays an important role in AAM’s engagement and voting
activities: through participation in the Investment Committee, AAM can opt to be represented
by other Dutch institutional investors at shareholders’ meetings of Dutch (AEX-listed)
companies. AAM staff also attend shareholders’ meetings of AirFrance-KLM and Arcelor Mittal
and at times represent other Eumedion participants.
On behalf of a select number of pension fund clients, and together with various other
Eumedion members, TKPI also participates in another engagement initiative that is facilitated
by Eumedion: Professor Paul Frentrop of Nijenrode University engages with a number of Dutch
public companies on a range of issues, including strategy, governance, accounting standards,
remuneration, and employee relations.

TKPI participates in CIO Dialogue in the Netherlands
A number of Chief Investment Officers (CIOs) of large Netherlands-based institutional asset
managers have established a dialogue on the theme “working towards sustainable financial
markets”. TKPI participates in this initiative and is also the lead for one of the workstreams:
“Communication and our role in society”. The objective of this workstream is to explain to
the general public what responsible investment is and to emphasize that RI is more than only
excluding certain companies or countries. In doing so, the Dutch asset managers hope to
show that investment is not only about financial analysis but that extra-financial factors also
play a role. In 2013, preparations were made for the CIOs to have a series of meetings with
journalists about these themes in 2014.
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A Rehabilitation and Periphery Development Advisory Committee was created by the
Odisha State Government and comprises 43 members including representatives from the
affected communities, women, displaced people, NGOs, local government officials, and the
local member of parliament. This committee has been involved in the negotiation of the
resettlement packages offered to those affected by the development of the steel plant. Since
the signing of the memorandum of understanding more than 170 mass meetings have been
held to listen to the concerns of the local community including those villages who are against
the project. During our visit we did not have an opportunity to attend such a meeting but did
hear from the local police authorities that such meetings had taken place.
Posco told us that they take allegations of human rights abuse very seriously. Feelings about
the project are very divided. During sensitive periods, such as when local people are handing
over their betel vines as part of the resettlement process, police are present to maintain the
peace and Posco officials are often present to observe first-hand what is going on.
Posco built a Transit Camp where people who supported the project from villages that were
opposed to the steel plant could live in safety. The camp was intended to be a temporary
solution until such time as the people could either return to their villages or find employment
elsewhere. While living in the camp, people are provided with free housing, water, and
electricity as well as a small allowance. We had a chance to visit the camp during our trip to the
proposed site and observed that the conditions in the camp, while very basic, appeared similar
to those of the surrounding villages.
During our meetings with the local Posco staff and representatives from the head office in
Korea, we asked about the implementation of the company’s human rights policy. We were told
that significant progress had been made in developing a policy based on best practices. The
company was working to adopt the plan in the coming months and set up training programs for
their staff globally.

Subsequent engagement
It was clear during our site visit that the views of the NGOs and Posco relating to the
construction of the steel plant in Odisha are very different. We felt it was important to talk
to the NGOs about our impressions and observations as a way of validating what we had seen
and encouraging dialogue between the two parties. There are still significant issues to be dealt
with in bringing this project to conclusion. In line with our RI Policy, we will continue to engage
with the company to ensure that concerns about human rights, community engagement and
other matters are seriously addressed. We were encouraged by the fact that we were invited by
Posco to participate in a stakeholder panel as part of their year-end annual reporting process.
The purpose of this panel was to hear from investors and other stakeholders about matters
that are important to the stakeholders and the company.
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Voting
Aegon uses the voting rights attached to the shares of companies that it invests in to promote the
standards set out in its RI policies.
Aegon has a “Global Voting Policy”, which was adopted by the Executive Board of Aegon N.V. in
2008. This policy sets out company-wide practices and principles for all its asset management
operations, and operates alongside existing local initiatives.
In this policy, Aegon points to a range of international and national corporate governance best
practice initiatives and regulations that are applicable to the various Aegon and AAM units that are
equity owners. A number of Aegon and AAM units have also adopted supplementary voting policies
that are tailored to local best practices and governance principles.

Proxy Voting Project 2013
In 2013 AAM conducted a review of Aegon voting policies and practices. The review focused
on AAM NL, TKPI, Kames Capital and AAM Canada, the AAM units that are most active in
proxy voting.
For this review, AAM engaged the services of GMI Ratings, a pioneer in the application of
non-traditional risk metrics to investment analysis and risk modeling. GMI Ratings provides
global research coverage of the environmental, social, governance and accounting-related
risks affecting the performance of public companies and as such has expertise in the areas of
governance and proxy voting.
A key observation in this project was that public equity for AAM amounts to only
approximately 17% of aggregated AuM, and much of this public equity is held in passively
managed and broadly diversified portfolios. Also, some of the AAM units (AAM US and AAM
Spain in particular) have an extremely limited share in these public equity investments, and
therefore the costs associated with proxy voting may outweigh the benefits, since their small
positions in each firm may limit their voting power and ability to influence management, while
even a basic level of proxy voting activity can come at a relatively large expense. This makes
proxy voting largely irrelevant to some of our units.
At the same time, one outcome of the discussions on this project was the consensus that
AAM has rights and responsibilities as a shareholder in a large number of companies, and has
a duty to exercise these rights and responsibilities to the extent reasonable, also as a way of
enhancing portfolio value.
The discussions in this project resulted in a number of recommendations that are currently
being implemented as shown in the table below.
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Voting cases
British American Tobacco: constructive dialogue on executive remuneration changes
Kames Capital voted against the executive remuneration proposition at the BAT Annual General
Meeting (AGM) in 2011, 2012 and 2013 over concerns that the earnings per share performance
conditions attached to the executive long-term incentive plan (LTIP) were insufficiently challenging
versus consensus estimates. Under this arrangement, a grant of 200% of the CEO’s salary would
vest even when the company failed to meet consensus earnings expectations. If the company met
expectations, which it did at the time of the review, a grant of 400% of his salary would vest. Given
the company had a habit of beating expectations, the fact their targets were less than consensus
were felt to be all the more egregious.
In September 2013, BAT consulted shareholders on a number of proposed changes to executive
remuneration. These included increasing the maximum bonus available for ‘exceptional individual
performance’ and the addition of a sales performance metric to the LTIP. Kames and a number
of other shareholders indicated they were not supportive of increases to the annual bonus
opportunity. Following individual correspondence with the company and a collaborative meeting
with other investors, the company agreed to make a number of changes. These included: not
increasing the maximum bonus opportunity, underpinning the top-line growth measure with an
operating profit threshold and an increase to the executive shareholding requirement. Kames will
review the LTIP earnings per share performance conditions again ahead of 2014’s AGM.
Fidessa: constructive dialogue on executive remuneration changes
On reviewing the paperwork for the Fidessa AGM, it became apparent that the balance of fixed to
variable remuneration had been altered considerably. Specifically, the CEO had received a salary
increase of 157% and the Finance Director 40% whilst the maximum bonus opportunity was
reduced from 400% to 100%. No changes were made to the LTIP and no LITP awards were made in
the year under review.
Fidessa has historically paid executive directors relatively low salaries but provided the opportunity
for high variable pay levels in comparison to its peers (an arrangement we supported as long-term
large shareholders). Following the changes, salaries were now at upper quartile levels versus
peers and the salaries had changed from 13% of total remuneration to 33%. Kames contacted the
company and had four long phone calls with the Chairman of the Remuneration Committee before
both parties agreed that Fidessa would revisit the changes in a consultation with shareholders
after the AGM. We were therefore able to vote for the remuneration report at the AGM.
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In June 2013, Fidessa entered into a consultation exercise with shareholders that led to the salary
of the CEO being reduced to a more acceptable level. In October, the Chairman again consulted us
on board structure and refreshment. Our engagement on this latter issue is ongoing.
3i: constructive dialogue on executive remuneration changes
This company made adjustments to its remuneration structure during the year, effectively
shortening the time frame over which the long-term incentive vested.
The previous arrangement deferred any annual bonus paid over 100% of salary into shares for 3
years. The new proposal was for any bonus over 40% to be deferred and vest in equal tranches
over 1, 2, 3 and 4 years. While this change did not have a huge effect when bonus levels are lower,
in 2013, when bonus levels were >300% of salary, the impact was significant.
In addition, Kames was concerned that the company’s Remuneration Committee had also reduced
the vesting period attached to the LTIP. Under the previous arrangement, LTIP vesting depended
on annualized 3 year return on equity with 50% of any award vesting after year 3, 25% after year
4, and 25% after year 5. During the year, the LTIP performance criteria were changed following
shareholder feedback and in line with the stated strategic goals of the company’s transformation
plan. We had no objection to these changes. However, the remuneration committee also decided
to shorten the vesting period of the LTIP, so that it vested entirely at the end of 3 ½ yrs. In Kames’
view, this had the effect of increasing the value of any award to participants (as no reduction in
grant sizes had been made to account for the time value of money) and sent a poor message to the
market of the long term prospects of the company.
After a long and constructive conversation with the Chairman of the company, the company
changed the vesting schedule for the LTIP back to the previous arrangement and the executives
agreed to abide by the changes for the 2013 awards despite the fact they had already been
granted. We therefore were able to support the remuneration report.
In July 2013, we also had engagement with the Chairman regarding board refreshment. This is an
ongoing dialogue.
Pescanova: shareholders take the lead
In August 2013 AAM was contacted by a shareholder in the Spanish fishing company Pescanova
with the request to support a shareholder proposal to replace the whole Board of Directors at
the upcoming extraordinary general meeting. Two minority shareholders responsible for this
proposal wanted to implement necessary changes in order to rebuild shareholder value and avoid
liquidation. The shares of this once very successful and innovative company stopped trading in
March 2013 when it filed for creditor protection. The CEO of the company was subject to criminal
and civil investigation because of allegations of fraud. AAM decided to support this shareholders’
proposal in order to have a chance to recover our losses. The proposal was supported by 71% of
the represented shareholders and therefore approved.
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However, as of April 2014 the company still faces liquidation. Auditors discovered €2 billion more
in previously undisclosed debt and on April 30 the lenders voted on a restructuring plan giving the
biggest banks control of the company. They will retain € 1 billion of debt, which means that at least
€2.25 billion will be amortized. The two minority shareholders will withdraw from the restructuring.
While the position of the shareholders remains tenuous, we are hopeful that the banks succeed in
restructuring the company that employs thousands and operates almost a hundred ships.

Votes cast in 2013
In 2013, AAM voted on 1,639 meetings, on at least 21,692 agenda points.
94% of votes were cast “with management”, and 6% were “against management”.1 The number of
meetings with at least one vote against management was 36%.

Break-down of meetings
1639
100%

Number of meetings voted

1.
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615
38%

586
36%

Number of meetings with at least
1 vote Against, Withhold or Abstain

Number of meetings with at least
1 vote Against Management

”Against management” consists of votes against management proposals, abstentions and withholds.

GRESB
The Global Real Estate Sustainability Benchmark (GRESB) is a leading indicator for sustainability
in the property and real estate world. It is an industry-led organization committed to rigorous and
independent evaluation of the sustainability performance of real estate portfolios and is supported
by about 50 members.
In 2012, the three AAM units that are significant real estate investors (Kames Capital, AAM NL
and TKPI, totaling approximately € 3 billion in real estate investments), took the initiative to join
GRESB. This initiative was supported by the Aegon Group Sustainability department.
The information available through GRESB allows property and fund managers to better understand
how environmental and sustainability factors impact their holdings. As such, AAM views this as an
important tool in integrating ESG factors into the company’s € 3 billion real estate portfolios.
GRESB collects information regarding the sustainability performance of property companies and
funds. This includes information on performance indicators, such as energy, water, GHG emissions,
and waste, but its survey also covers broader sustainability issues, such as climate change risk
assessments, performance improvement programs, and engagement with employees, tenants and
suppliers.
In 2013, 550 property companies and funds participated in the GRESB Survey, managing USD 1.6
trillion in value. The database covers 49,000 assets in 46 countries and is actively used by more
than 100 institutional investors, fund managers and property companies managing USD 6.1 trillion
in assets.
In the course of 2013, AAM NL, TKPI and Kames Capital have started incorporating GRESB data in
their real estate investments (see also the TKPI case study below). AAM US, which also has a large
real estate portfolio, has also shown interest in GRESB and is assessing whether GRESB data can
be used in the management of its real estate holdings.
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GRESB Case Study – TKPI
In 2013, TKPI engaged with all their non-listed European real estate fund managers to discuss
their sustainability policies and their score in the 2013 GRESB benchmark. During these
discussions, both parties focused on initiatives that were aimed at reducing environmental
impact like energy consumption while at the same time enhancing fund returns.
For example, buildings with higher energy efficiency will result in lower service charges to
tenants and can therefore create a competitive edge over less efficient buildings. GRESB
is used as a guideline in these discussions, as the benchmark comprehensively measures
performance on a variety of sustainability linked topics. Engagement with fund managers
allows TKPI to judge the professionalism of the fund managers and to share best practices
between funds.
In the long run, this engagement will assist the parties in further enhancing their performance
on both real estate investments and sustainability.

Project Delphi
In addition to the ESG integration initiatives listed in this chapter, we have continued our
involvement in Project Delphi. This investor-led initative endeavors to determine material ESG
factors and metrics that drive value, and to develop a framework for the creation of collective
investment vehicles and/or integration into investment decision making, validated by asset
owners.
Project Delphi seeks convergence around the materiality and impact of ESG factors on
investment and asset allocation decisions. There has been a great deal of research carried out
into the financial impact of ESG factors, which has produced a large number of ESG factors
that are deemed to be “material”. Project Delphi intends to bring these strands of research
together to produce a short-list of the most important factors and how to measure them.
AAM recently attended a large-scale Delphi meeting in London where the progress in the
Project Delphi work streams was discussed with many of the participants.
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TKPI ESG Integration Project
Early 2013, TKPI arranged an internship for Emiel van Duuren, a student at the University of
Groningen. Van Duuren used the internship to assemble data on 126 internationally operating
asset managers that were either under contract or under research at TKPI, in order to analyze
why and how mainstream asset managers account for information about ESG factors and how
this impacts their conduct and performance.
The analysis showed that asset managers use ESG information especially to manage risks
and to “red-flag” companies. The impact on the performance of the investment portfolio was
shown to be relatively limited. Van Duuren used the analysis as a basis for his master thesis
“An Analysis of ESG integration by Mainstream Mutual Fund Managers”, that also includes a
number of recommendations for TKPI on further implementation of ESG issues in the selection
of external asset managers.
The study was also used as a basis for the article ‘ESG integration by asset managers ‘, by Bert
Scholtens and Auke Plantinga of the University of Groningen, as well as van Duuren himself,
which won the Sustainalytics Academic Award, an annual prize worth € 3,500 sponsored by
Sustainalytics and awarded by the academic network of the PRI. The abstract of the paper is
included below.

Abstract
This study analyzes whether and how conventional mutual equity funds integrate
environmental, social and governance (ESG) factors into their investment process. This is
investigated for 126 funds that are under contract or under research with TKP Investments.
I find that the majority of funds have ESG data and staff at their disposal, but they only use
it when these factors are likely to have a material influence on financial returns. Usually this
is in the case of managing downside risk, translating into avoiding the worst ESG performers.
A cross-section regression is used to find out whether ‘high ESG’ funds are better able to
beat their benchmark index than ‘low ESG’ funds over a 1-year and 3-year period. Indicative
evidence is found that high ESG funds performed worse over 2011, but better over the longer
3-year period 2009-2011. So although literature points out that various ESG factors, especially
governance, influence returns, there is no unambiguous evidence that this information can be
used ex-ante to improve the risk-return profile of an investment portfolio.
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Appendix 2.

Exclusion List
January 2014
Companies
Aeroteh S.A. (Romania)
Alliant Techsystems Inc. (United States)
Ashot Ashkelon (Israel)
China Aerospace International Holdings (Peoples Republic of China)
China Spacesat (Peoples Republic of China)
Gencorp incorporated (United States)
General Dynamics Corporation (United States)
Hanwha Corporation (South Korea)
Hanwha Chemical Corp (South Korea)
Larsen & Toubro Ltd. (India)
Norinco International Cooperation Ltd. (Peoples Republic of China)
Poongsan Corporation (South Korea)
Poongsang Holdings Corporation (South Korea)
Singapore Technologies Engineering (Singapore)
Textron (United States)

Countries
(Government Bonds and Other Government Debt)
Belarus
Burma
Democratic Republic of Congo
Eritrea
Guinea (-Conakry)
Iran
North Korea
Somalia
Sudan
South Sudan
Syria
Zimbabwe
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Disclaimer
Forward-looking statements
The statements contained in this document that are not historical facts are forward-looking statements as defined in
the US Private Securities Litigation Reform Act of 1995. The following are words that identify such forward-looking
statements: aim, believe, estimate, target, intend, may, expect, anticipate, predict, project, counting on, plan, continue,
want, forecast, goal, should, would, is confident, will, and similar expressions as they relate to Aegon. These statements
are not guarantees of future performance and involve risks, uncertainties and assumptions that are difficult to predict.
Aegon undertakes no obligation to publicly update or revise any forward-looking statements. Readers are cautioned not
to place undue reliance on these forward-looking statements, which merely reflect company expectations at the time of
writing. Actual results may differ materially from expectations conveyed in forward-looking statements due to changes
caused by various risks and uncertainties. Such risks and uncertainties include but are not limited to the following:
• Changes in general economic conditions, particularly in the United States, the Netherlands and the United Kingdom.
• Changes in the performance of financial markets, including emerging markets, such as with regard to:
-T
 he frequency and severity of defaults by issuers in Aegon’s fixed income investment portfolios; and
-T
 he effects of corporate bankruptcies and/or accounting restatements on the financial markets and the resulting
decline in the value of equity and debt securities Aegon holds;
-T
 he effects of declining creditworthiness of certain private sector securities and the resulting decline in the value of
sovereign exposure that Aegon holds.
• Changes in the performance of Aegon’s investment portfolio and decline in ratings of the company’s counterparties.
• Consequences of a potential (partial) break-up of the euro.
• The frequency and severity of insured loss events.
• Changes affecting mortality, morbidity, persistence and other factors that may impact the profitability of Aegon’s
insurance products.
• Reinsurers to whom Aegon has ceded significant underwriting risks may fail to meet their obligations.
• Changes affecting interest rate levels and continuing low or rapidly changing interest rate levels; changes affecting
currency exchange rates, in particular the EUR/USD and EUR/GBP exchange rates.
• Changes in the availability of, and costs associated with, liquidity sources such as bank and capital markets funding, as
well as conditions in the credit markets in general such as changes in borrower and counterparty creditworthiness.
• Increasing levels of competition in the United States, the Netherlands, the United Kingdom and emerging markets.
• Changes in laws and regulations, particularly those affecting Aegon’s operations, ability to hire and retain key
personnel, the products the company sells, and the attractiveness of certain products to its consumers.
• Regulatory changes relating to the insurance industry in the jurisdictions in which Aegon operates.
• Acts of God, acts of terrorism, acts of war and pandemics.
• Changes in the policies of central banks and/or governments.
• Lowering of one or more of Aegon’s debt ratings issued by recognized rating organizations and the adverse impact such
action may have on the company’s ability to raise capital and on its liquidity and financial condition.
• Lowering of one or more of insurer financial strength ratings of Aegon’s insurance subsidiaries and the adverse impact
such action may have on the premium writings, policy retention, profitability of its insurance subsidiaries and liquidity.
• The effect of the European Union’s Solvency II requirements and other regulations in other jurisdictions affecting the
capital Aegon is required to maintain.
• Litigation or regulatory action that could require Aegon to pay significant damages or change the way the company
does business.
• As Aegon’s operations support complex transactions and are highly dependent on the proper functioning of information
technology, a computer system failure or security breach may disrupt the company’s business, damage its reputation
and adversely affect its results of operations, financial condition and cash flows.
• Customer responsiveness to both new products and distribution channels.
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• Competitive, legal, regulatory, or tax changes that affect profitability, the distribution cost of or demand for Aegon’s
products.
• Changes in accounting regulations and policies may affect Aegon’s reported results and shareholder’s equity.
• The impact of acquisitions and divestitures, restructurings, product withdrawals and other unusual items, including
Aegon’s ability to integrate acquisitions and to obtain the anticipated results and synergies from acquisitions.
• Catastrophic events, either manmade or by nature, could result in material losses and significantly interrupt Aegon’s
business; and
• Aegon’s failure to achieve anticipated levels of earnings or operational efficiencies as well as other cost saving
initiatives.
Further details of potential risks and uncertainties affecting the company are described in the company’s filings with NYSE
Euronext Amsterdam and the US Securities and Exchange Commission, including the Annual Report. These forwardlooking statements speak only as of the date of this document. Except as required by any applicable law or regulation, the
company expressly disclaims any obligation or undertaking to release publicly any updates or revisions to any forwardlooking statements contained herein to reflect any change in the company’s expectations with regard thereto or any
change in events, conditions or circumstances on which any such statement is based.
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Contact
Aegon and AAM welcome feedback on both the content of this report and the company’s overall performance in the area
of RI.
If you wish to contact us directly, our address is:

Aegon Asset Management
Responsible Investment
P.O. Box 202
2501 CE The Hague
The Netherlands

Aegon N.V.
Strategy & Sustainability
P.O. Box 85
2501 CB The Hague
The Netherlands
E-mail: response@aegon.com
Telephone: +31 70 344 8278

AAM Responsible Investment team
The RI activities at Aegon and AAM are managed by a Responsible Investment team that includes:
AAM

Harald Walkate

+31 70 344 8146

hwalkate@aegon.nl

Roger Wildeboer Schut

+31 70 344 7824

rwildeboerschut@aegon.nl

Kames Capital (UK)

Ryan Smith

+44 131 549 6275 ryan.smith@kamescapital.com

AAM NL

Justinas Milasauskas

TKPI (NL)

Marianne Oomkes

+31 50 317 5395

oomkes.ms@tkpinvestments.com

Oldrik Wilken

+31 50 317 5327

wilken.o@tkpinvestments.com

Tracy Cassidy

+1 319 355 6149

tcassidy@aegonusa.com

Jim Lemke

+1 319 355 2110

jlemke@aegonusa.com

AURA (US)

Edwin Downey

+1 319 355 5489

edowney@aegonusa.com

Aegon Capital Management (Canada)

Marc Goldfried

+1 416 883 5796

marc.goldfried@aegoncapital.ca

AAM Spain

Alfonso Manso

+34 91 457 31 80

manso.alfonso@aegon.es

AAM CEE (Hungary)

Gábor Szabó

+ 36 1 476 2053

szabo.gabor@aegon.hu

AUIM (US)
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Interns
Over the last few years, we have been fortunate to work with a number of very talented interns, who have helped us
implement substantial parts of our RI Framework.
Without their help we would certainly not be where we are today in terms of realization of this Framework so we would
like to acknowledge them in this report and thank them for their contributions.
Harald Walkate
Jelena Stamenkova-Van Rumpt
Paola Gutierrez Watts
Anny Tsai-Hsuan Chou
Faylynn Wang
Alina Pavlova
Manika Bansal
Lampros Romanos
Emiel van Duuren
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