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Overview

Vancity Investment Management (VCIM), a pioneer in socially responsible
investing in Canada, has prioritized sustainability since launching the country's
first socially responsible mutual fund nearly 40 years ago.

As a signatory to the Finance for Biodiversity Pledge, VCIM sought to deepen
its understanding of the risks that biodiversity loss poses to investors. To
strengthen its approach, VCIM leveraged MSCI's Nature and Biodiversity
Solutions to assess the biodiversity impacts and dependencies across its
portfolios. The insights from this analysis now guide VCIM's engagement with
portfolio companies and its approach to risk management.




Challenge

Understanding
biodiversity

risks in investment
decision-making

The loss of biodiversity poses financially material risks to companies and
the broader economy. More than half of the world’'s economic output -
an estimated USD 58 trillion — depends moderately or highly on nature,
yet only a portion of natural capital’s value to the economy is priced into
markets today.'

As part of its commitment to the Finance for Biodiversity Pledge, VCIM
aimed to:

* Assess and disclose biodiversity-related impacts in its portfolios
 Integrate biodiversity considerations into investment policies
» Engage with portfolio companies to mitigate biodiversity risks.

VCIM's strategy includes monitoring key biodiversity-related metrics,
participating in investor-led biodiversity initiatives and advocating

for corporate transparency on reliance on raw materials that have a
significant impact on nature. To achieve these goals, VCIM needed
robust data to evaluate exposure to biodiversity risks and to engage more
effectively with companies operating in biodiversity-sensitive sectors.

1"New research finds 55% of the world's GDP — equivalent to $58 trillion — is exposed to material nature risk without
immediate action,” PwC, April 19, 2023.



Action

USing MSCI'S Nature and The 10 Industries that drive the lion's share of biodiversity impact
Biodiversity Solutions to
surface biodiversity risks

Oil, Gas &
Consumable Fuels

Consumer Staples
Distribution & Retail

VCIM conducted a portfolio-wide biodiversity assessment using MSClI's Nature

and Biodiversity Solutions following a structured process.

Chemicals Beverages

1. Evaluating exposure to biodiversity risks by sector.

o VCIM evaluated its exposure to sectors ranging from paper and forest prod-
ucts to food production, chemicals, pharmaceuticals and utilities that have
significant dependencies on biodiversity.

Metals & Mining Food products

o MSCI's data helped VCIM better understand concentrations of biodiversi-
ty-related risk across its global equity portfolio.

Paper & Forest

O
Products Popeyn Pharmaceuticals
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Automobiles Electric utilities

Ten priority sectors cover 30% market cap of the MSCI ACWI and 70% of the biodiversity impact on the MSCI World Index
Source: MSCI ACWI and World Indexes, December 2024
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2. Identifying key drivers of biodiversity loss

» MSCI's metrics helped VCIM identify key biodiversity pressures, including changes in land use, exploitation of resources, pollution,

and water use, from its investments.

o This analysis helped VCIM pinpoint exposure to companies in each of the priority sectors and engage with them to improve its

understanding of their business models and financially relevant risks and opportunities.

3. Assessing portfolio-level impacts

» VCIM mapped its investments to understand the proximity of portfolio-company assets to biodiversity-sensitive areas. It used data
and metrics such as Mean Species Abundance and the Potentially Disappeared Fraction of Species to evaluate portfolio companies

adoption of biodiversity-related policies.

o The firm also analyzed portfolio companies’ biodiversity-related policies to assess corporate commitments to mitigating nature loss.

Assesing portfolio impact on species diversity (illustration)

Indicator MSCI Metric Portfolio Benchmark Active
Mean Species Abundance Financed extent of local ecosystem degradation 0.0000 0.0014 -99.7%
MSA.km2/M invested
Financed global potential species extinction 0.0052 0.0231 -77.3%
PDF/M invested
Potentially Disappeared Fraction of ..related to GHG emissions 0.0017 0.0082 -79.7%
Species PDF/M invested
...related to water consumption 0.0036 0.0137 -741%
PDF/M invested
...related to spatial footprint 0.0000 0.00M -99.8%
PDF/M invested

Source: MSCI ESG Research, December 2024



4. Addressing nature-related risks and opportunities.

* VCIM also assessed the impacts that nature- and biodiversity-related risks may have on its investments, as well as how its investments may be contributing to nature loss. The data provided a
benchmarked view of material risks and opportunities to guide engagement and decision-making.

» In addition to risk assessment, VCIM used MSCI's insights to identify nature-positive opportunities.

Benchmarking exposure to nature-related risks and opportunities

Nature Risks Nature Opportunities

Indicator MSCI Metric Portfolio Benchmark Active Indicator MSCI Metric Portfolio Benchmark Active

Physical Risks Assets in biodiversity sensitive areas  0.92% 0.72% 0.20% Sustainable Pollution prevention revenue 0.07% 0.18% -0.11%
Average water scarcity hazard 56.19% 55.76% 0.43% Revenues

Transition Risks Operations in high land/marine 0.00% 3.93% -3.93% Sustainable agriculture revenue 0.00% 0.06% -0.06%
disturbance segments Sustainable water revenue 0.48% 0.10% 0.39%
Operations in high toxic emissions 3.96% 10.92% -6.96% Sustainable Renewable energy CAPEX share of 0.00% 0.54% -0.54%
segments CAPEX total CAPEX
Operations in high water intensity 5.81% 8.73% -2.92%
segments
Revenue from high packaging waste  3.17% 7.27% -4.10%

) _ products o _ "MSCI's data and analytical tools have supported our fulfillment of commitments
Reputational Risks  Land use and biodiversity 0.000%  0.022%  -0.022% under the Finance for Biodiversity Pledge by allowing us to assess our investments
(Controversies) for significant positive and negative impacts on biodiversity”

Operational waste (non-hazardous) 0.00% 0.00% 0.00% Rachel Beechinor, ESG Analyst, VCIM
Toxic spills & releases 1.00% 0.025% 0.025%
Water stress 0.01% 0.001% 0.001%

Source: MSCI ESG Research, December 2024



Impact

Strengthening biodiversity-
focused engagement and
investment strategies

Targeted engagement with portfolio companies.

The analysis enabled VCIM to prioritize engagement with companies based on their biodiversity-
related impacts and disclosures. As a result, VCIM has initiated discussions with portfolio companies in
the consumer staples and materials sectors to encourage biodiversity assessments and risk mitigation
strategies in areas at risk for loss of biodiversity.

Expanding biodiversity-focused investment strategy

Building on this analysis, VCIM plans to expand its biodiversity-related risk assessments by
incorporating additional biodiversity performance indicators and setting biodiversity-related targets.
By leveraging MSCI's data, the firm aims to refine its engagement strategies and track progress in
addressing biodiversity risks across its portfolio.

Through its collaboration with MSCI, VCIM is enhancing transparency on nature-related risks and
aligning its strategy with global biodiversity objectives and its focus on investments that deliver
competitive returns while making a positive impact on the world.

"Our clients are increasingly
assessing the impact of nature-
related risks on their investments,
as well as the role their investments
play in biodiversity loss. MSCl's
Nature and Biodiversity Solutions

help us deepen insight into
these risks, enhance corporate
engagement, and identify
opportunities.”

Rachel Beechinor
ESG Analyst, VCIM




About MSCI

MSCI is a leading provider of critical decision support tools and services
for the global investment community. With over 50 years of expertise in
research, data and technology, we power better investment decisions by
enabling clients to understand and analyze key drivers of risk and return
and confidently build more effective portfolios. We create industry-
leading research-enhanced solutions that clients use to gain insight into
and improve transparency across the investment process.

To learn more, please visit msci.com


http://msci.com

Notice and disclaimer

This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the
“Information”) is the property of MSCI Inc. or its subsidiaries (collectively, “MSCI”"), or MSCl’s licensors, direct or indirect suppliers or
any third party involved in making or compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for
informational purposes only. The Information may not be modified, reverse-engineered, reproduced or redisseminated in whole or in
part without prior written permission from MSCI. All rights in the Information are reserved by MSCI and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but without
limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or in connection with the
issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or other investment vehicles
utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or
services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF
THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE
INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY
APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT
LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS,
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider
have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any
other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by
applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the extent
that such injury results from the negligence or willful default of itself, its servants, agents or sub-contractors.

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future
performance, analysis, forecast or prediction. Past performance does not guarantee future results.

The Information may include “Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are
derived from calculations using historical data. Neither these Signals nor any description of historical data are intended to provide
investment advice or a recommendation to make (or refrain from making) any investment decision or asset allocation and should not
be relied upon as such. Signals are inherently backward-looking because of their use of historical data, and they are not intended to
predict the future. The relevance, correlations and accuracy of Signals frequently will change materially.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management,
employees, advisors and/or clients when making investment and other business decisions. All Information is impersonal and not tailored
to the needs of any person, entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other
investment vehicle or any trading strategy.

It is not possible to invest directly in an index. Exposure to an asset class or trading strategy or other category represented by an
index is only available through third party investable instruments (if any) based on that index. MSCI does not issue, sponsor, endorse,
market, offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, investment, financial
product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance of any MSCI
index (collectively, “Index Linked Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track
index performance or provide positive investment returns. MSCI Inc. is not an investment adviser or fiduciary and MSCI makes no
representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but
does not manage actual assets. The calculation of indexes and index returns may deviate from the stated methodology. Index returns
do not reflect payment of any sales charges or fees an investor may pay to purchase the securities underlying the index or Index Linked
Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than
the MSCI index performance.

The Information may contain back tested data. Back-tested performance is not actual performance, but is hypothetical. There are
frequently material differences between back tested performance results and actual results subsequently achieved by any investment
strategy.

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the
application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of

MSCI or suppliers to MSCI. Inclusion of a security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such
security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in
calculating certain MSCI indexes. More information can be found in the relevant index methodologies on www.msci.com.

MSCI receives compensation in connection with licensing its indexes to third parties. MSCI Inc’s revenue includes fees based on assets
in Index Linked Investments. Information can be found in MSCI Inc.'s company filings on the Investor Relations section of msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc.
Neither MSCI nor any of its products or services recommends, endorses, approves or otherwise expresses any opinion regarding any
issuer, securities, financial products or instruments or trading strategies and MSCI's products or services are not a recommendation

to make (or refrain from making) any kind of investment decision and may not be relied on as such, provided that applicable products
or services from MSCI ESG Research may constitute investment advice. MSCI ESG Research materials, including materials utilized in
any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the United States Securities and
Exchange Commission or any other regulatory body. MSCI ESG and climate ratings, research and data are produced by MSCI ESG
Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information
from MSCI ESG Research LLC. MSCI Indexes are administered by MSCI Limited (UK).

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG
Research and/or MSCI Inc. (collectively, “MSCI”) and that these relationships create potential conflicts of interest. In some cases, the
issuers or their affiliates purchase research or other products or services from one or more MSCI affiliates. In other cases, MSCI ESG
Research rates financial products such as mutual funds or ETFs that are managed by MSCI's clients or their affiliates, or are based

on MSCI Inc. Indexes. In addition, constituents in MSCI Inc. equity indexes include companies that subscribe to MSCI products or
services. In some cases, MSCI clients pay fees based in whole or part on the assets they manage. MSCI ESG Research has taken a
number of steps to mitigate potential conflicts of interest and safeguard the integrity and independence of its research and ratings.
More information about these conflict mitigation measures is available in our Form ADV, available at https://adviserinfo.sec.gov/firm/
summary/169222.

Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other
MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the United
States and other jurisdictions. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of
MSCI and S&P Global Market Intelligence. “Global Industry Classification Standard (GICS)” is a service mark of MSCI and S&P Global
Market Intelligence.

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured
deposits, nor does it deal on its own account, provide execution services for others or manage client accounts. No MSCI ESG Research
product or service supports, promotes or is intended to support or promote any such activity. MSCI ESG Research is an independent
provider of ESG data.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at
https://www.msci.com/privacy-pledge.

VCIM Disclaimer

The information provided herein does not constitute financial, tax or legal advice. Always consult with a qualified advisor prior to making
any investment decision. Commentaries are provided by the portfolio manager or sub-advisor responsible for the management of the
fund’s investment portfolio, as specified in the applicable fund’s prospectus (“portfolio manager”) or term sheet. Statements by the
portfolio manager represent their professional opinion, do not necessarily reflect the views of VCIM, and should not be relied upon

for any other purpose. Information presented should not be considered a recommendation to buy or sell a particular security. Specific
securities discussed are for illustrative purposes only. Mutual funds and pooled funds may purchase and sell securities at any time and
securities held by a fund may increase or decrease in value. Past investment performance of a security may not be repeated. Unless
otherwise stated, the source for information provided is the portfolio manager. Statements that pertain to the future represent the
portfolio manager’s current view regarding future events. Actual future events may differ. The information presented herein may not
encompass all risks associated with mutual funds and pooled funds. Please read the applicable prospectus or term sheet for a more
detailed discussion on specific risks of investing in mutual funds and pooled funds.
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