ethical

funds CORPORATE ENGAGEMENT FOCUS LIST 2016

'
YOU CAN'T At Ethical Funds, we are committed fo using the special rights that come with

CHANGE A shareholder sfatus fo create positive change on behalf of our invesfors. Our objective
COMPANY is fo reduce risk fo the long-ferm investment value of companies from environmental,
social and governance challenges, while helping fo build an economy that works for
YOU DON'T people and the environment. The centrepiece of our corporate engagement strategy
HAVE A is the Focus List — an annual program of targeted, in-depth dialogues on specific
environmental, social and governance (ESG) fopics. Focus List companies can include
STAKE IN secfor leaders capable of breakthroughs in corporate sustainability practice and

disclosure, sector laggards that need to catch up with the leaders, and companies
facing major sustainability challenges that are under special observation for continuing
inclusion in Ethical Funds.

THE ETHICAL FUNDS FOCUS LIST

CORPORATE ENGAGEMENT Extensive reach - around 50 companies each year

DONE DIFFERENTLY *  Stategic Dialogues with 30 selected companies,
announced af the sfart of the year

* Tactical Dialogues launched during the year in
response to emerging risks and opportunities

Our comprehensive strategy covers all
companies held in Ethical Funds

* Targefed, in-depth diclogues with around 50
companies each year

* Engaged proxy voting according fo detailed guidelines *  Invesiment exposure — the scale of holdings within our funds
promoting sustainability and good govenance with *  Risk exposure — the significance Qf The'e.anvironmemo\/ social
outstanding disclosure of voting records and governance (ESG) concems identified .

« Providing constructive criticism to companies on * Impact potential - where our infervention is most likely fo

their executive compensation framework through our result in change

Multifactor selection criteriar:

“Feedback on Proxy” campaign Dynamic response:

* Responding fo proactive requests from leading * Integrated in-house ESG team allows rapid corporate
companies and indusfry associations for an investor engagement response where risks and opportunities are
perspective on susfainability initiatives and reporting idenﬁ%ed through on-going monitoring Oﬁwo\dmgs

* Public policy engagement on corporate regulations and *  Flexibility to adapt engagement strategy to changing
standards to create sector-wide and economy-wide circumsfances
change Transparency:

* Participation in multi-stakeholder initiatives fo find

practical solutions to sustainability problems * Focus List published at the sfart of the year

*  Quarterly and annual reporting on progress



Focus List Strategic Dialogues 2016

COMPANY THEMES

Energy

Sectorspecific goals: Position for the low-carbon energy transition, focusing on innovation. Play a progressive role, supporting
effective environmental regulation, while going beyond compliance in performance. Respect human rights and have a positive
relationship with indigenous communities, following the principle of free, prior and informed consent.

* GHG emissions, climafe policy and energy transition

Chinook Energy * Board diversity
* Enhancing ESG disclosure
* Oil sands
CNRL * GHG emissions, climate policy and energy transition

* Unburnable carbon and stranded assets

* GHG emissions, climafe policy and energy transition
* Enhancing ESG disclosure

¢ Oil sands
Suncor * GHG emissions, climate policy and energy transition
¢ Unburnable carbon and sfranded assets

Gibson Energy

Canadian Utilities / ATCO * GHG emissions, climate policy and energy fransition

Alcoa * GHG emissions and climate policy

Alumina * GHG emissions and climate policy

* GHG emissions and climate policy
Coldcorp * Responsible water use
* Respecting human rights

* Respecting human rights

therpi”m * Preventing tax base erosion

. * GHG emissions and climate polic
CN Rail * Safe transportation of oil & hozorc}/ous goods
Llumenpulse * Enhancing ESG disclosure

IT & Telecommunications

Respecting privacy and human rights
Cybersecurity govemnance
Anti-corruption

Enhancing ESG disclosure

CGl

GHG emissions and climate policy
Manitoba Telecom * Respecting privacy and human rights
Cybersecurity governance

Respecting privacy and human rights
Board diversity

Cybersecurity governance
Anti-corruption

Enhancing ESG disclosure

Mitel

* GHG emissions and climate policy
Rogers * Respecting privacy and human rights
* Cybersecurity governance

* GHG emissions and climate policy
* Respecting privacy and human rights
Telus ol .

* Cybersecurity governance

Equitable compensation




Focus List Strategic Dialogues 2016

COMPANY THEMES

Consumer Products & Retail

GHG emissions and climate policy
Sustainable apparel supply chains
Cybersecurity governance
Enhancing ESG disclosure

Canadian Tire

* Access fo nutrition

Coca-Cola * Equitable compensation linked to ESG performance

* Food waste, animal welfare & access o nutrition

Empire (Sobeys) * Cybersecurity governance
* Enhancing ESG disclosure

* GHG emissions and climate policy

* Food waste, animal welfare & access o nutrition
Loblaw * Sustainable apparel supply chains

* Cybersecurity governance

* Enhancing ESG disclosure

* Food waste, animal welfare & access o nutrition
Metro * Cybersecurity governance
* Enhancing ESG disclosure

Yum! Brands * Animal welfare & access to nutrition

Health Care

¢ Access to medicine
Johnson & Johnson * Clinical frials transparency
* Preventing tax base erosion

Sector-specific goals:  Provide services that fulfill social needs. Avoid riskaking that can damage the economy as a whole.
Take environmental and social impacts info account in lending and investment.

* Climate finance

Elimination of clusfer munitions
Preventing tax base erosion
Equitable compensation

Bank of Montredl

Climate finance

Elimination of clusfer munitions
Preventing fax base erosion
Equitable compensation

Bank of Nova Scotia

Climate finance

Elimination of cluster munitions
Equitable compensation
Enhancing ESG disclosure

Canadian Western Bank

Climate finance

Elimination of clusfer munitions
Preventing fax base erosion
Equitable compensation

CIBC

Climate finance
Elimination of cluster munitions

Enhancing ESG disclosure

Laurentian Bank

Climate finance

Elimination of cluster munitions
Preventing tox base erosion
Equitable compensation

Royal Bank of Canada

Climate finance

Elimination of cluster munitions
Preventing tax base erosion
Equitable compensation

TD Bank




Focus List 2016

STRATEGIC
GOALS
AND KEY
THEMES

Over more than 15 years of corporate engagement, we have seen significant progress at many Focus
list companies. But change doesn’t happen ovemight. Our aim is that the performance of leadership

companies will become the norm, while the leaders continue to explore new frontiers in sustainability.

—O OUR LONG-TERM ENGAGEMENT GOALS FOR ALL PUBLIC COMPANIES:

ENVIRONMENTAL: SOCIAL: GOVERNANCE:

* Innovation *  Respect human rights * Independent board of directors

*  GHG emissions * Safe and healthy with diverse perspectives
reduction & progressive workplace * Equitable compensation linked
climate policy *  Positive impact on to ESG performance

*  Responsible water use communities *  Responsible tax strategy

*  Biodiversity profection
*  Waste reduction

GETTING REAL ABOUT THE ENERGY TRANSITION:

The role of investors in moving from fossil fuel dependency to a
low-carbon energy sysfem continues to be a major fopic of debate.
Following the adoption of the Paris Climate Agreement in December
2015, we will continue fo pursue our systemic approach fo the
problem - contending that reduction of carbon emissions from energy
production is vital, but will be ineffective without tackling fossil fuel
use across the economy. We will continue to ask companies on both
sides of the energy equation fo infensify efforts to reduce emissions,
and to participate constructively in the climate policy debate. We
will also further our dialogue on “unbumable carbon” with oil and
?05 companies: how they are preparing for a future in which fossil
uel reserves may no longer be valued the way they are today? We
will advance our longterm unconventional cil and gas strategy,
including improved environmental and social performance in the oil
sands, and continue fo discuss safe fransportation of oil. We will
also explore how the financial sector can enhance support for the
fransition.

RESPONSIBILITY TO RESPECT:

We will continue to urge all companies to implement due diligence
processes consistent with the UN Guiding Principles on Business
and Human Rights, and extractives companies to apply the principle
of free, prior and informed consent (FPIC) of indigenous peoples.
Responsible supply chain management will remain a key focus for
consumer sector dialogues, and we will encourage companies to
embrace workerled social responsibility initiatives. We will explore
the role of IT and telecommunications companies in balancin
security and privacy considerations. We will continue fo ask ?moncio\
institutions how they are contributing to the elimination of clusfer
munifions.

*  Anfi-corruption
e Transparency

FOOD FROM FARM TO FORK:

Sustainable food production and disfribution is fundamental to strong
economies. We will continue to explore environmental and social
risk in the food supply chain, focusing on access fo nutrition, animal
welfare and food waste.

MAKING PHARMA BETTER:

The health care sector has great pofential fo contribute fo sustainable
development, but safety and ethical controversies continue to make
headlines and create risk to company value. We will renew our
focus on pharma business ethics, including transparency in reporting
results of clinical trials, access to medicines in developing countries,
and governance concems.

GOVERNANCE MATTERS:

Good corporate governance is the foundation for environmental,
social and financial outperformance, and we will continue to deliver
targeted feedback fo companies on a range of governance issues:
urging companies to mitigate financial ong reputational risk as new
%\obo\ frameworks to address tox base erosion emerge; highlighting
the value of ESG expertise and identity diversity on boards, including
representation of women and minorities; and asking for executive
pay fo be linked fo performance on key sustainability issues, and

for companies fo curb excessive execufive compensation and ensure
compensation is equitable for all employees. We will also explore
how companies can enhance performance and disclosure on critical
emerging risks such as cybersecurity and anti-corruption.

FOR UPDATES ON THE PROGRESS OF OUR FOCUS LIST

DIALOGUES AND OTHER CORPORATE ENGAGEMENT ACTIVITIES: C

Visit ethicalfunds.com . Follow us on Twitter @ethicalfunds . Like us on Facebook Ethical Funds

NE! Investments Sales 1.888.809.3333

Commissions, frailing commissions, management fees and expenses all may be associated with mutual fund invesiments. Please read the prospecius
before invesfing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. Ethical Funds and NEI
Investments are registered marks and trademarks owned by Northwest & Ethical Investments L.P.

M 1601 015. 01/2016.



