Corporate Analysis Enhanced Responsibility

CAER Independence Policy

Preamble:
CAER prides itself on providing our clients withdigpendent, tailored and objective research.

The Centre for Australian Ethical Research (CAERan independent, not-for-profit organisation mgjarwned by its
staff and directors. As such CAER, in its reseancti other operations, cannot be subjected to infleidy any other
shareholders. Australian Ethical Investment holtisraon shares as a result of their provisiontaftsup funding for
CAER. This will automatically lapse on full repaymef the loan.

Individuals who are from some of CAER’s stakehoddeiay have a seat on the CAER Board. Such indilgdiigin
their own right and not as representatives of tigamization or interests with whom they are idésdif CAER
deliberately does not have a formal stakeholdecsire for its board i.e. designated stakeholdaeresentation, but
appoints board members on the basis of their bkoadledge and experience of the responsible investrield and
its operating environment.

Potential conflicts of interest are identified aaré handled in a variety of ways e.g. informing theeting of their
interest and individuals absenting themselves fraatters of discussion that directly relate to tloeganization. Board
members declare their interests in particular disicns at Board meetings and a formal registenesd interests is
maintained by CAER as part of a broader surveyafiver skills, knowledge, experience and outsiderésts. Annual
Compliance and Insurance proposals outline thésskild experience held by CAER Board representative

CAER does not have an external advisory body terdehe research or other policy and strategy. TAER board
comments on and approves the research stratedyabutetermined that CAER staff working in considtatvith
clients, academics, civil society and other expastappropriate and necessary should determine GA&darch
methodology. As CAER does not have a definitivengpas its output it sees no need to have an agvizmmard or
equivalent to help determine the basis of suchiagaystem. CAER aims to provide a service to eHdts clients that
meets their particular needs rather than haviriggesresearch output.

CAER's global research partner EIRIS has drafted twn Code of Conduct and Independence Poliaythese have
been reviewed and judged to be compatible with CABIties.

CAER Independence Policy 2009.doc

Updated — 26 November 2009



Corporate Analysis Enhanced Responsibility

Policy Text:

The core principles of the CAER Independence Pplidyich are applicable to all staff, are:

1.

CAER research is independent of all inappropriafi@énce and aims to provide clients with an oliyect
assessment of corporate environmental, social,rgamee and ethical management and performance.

Determination of gradings, rankings and other otstipfi CAER research is done with due regard only to
information and inputs from credible sources andoisinfluenced by third parties or others who rhaye an
interest in representing a company in a biaseddaghat would make an objective assessment imbplessi
invalid. Whilst data is used from NGOs and otheith wotentially biased views, CAER uses a clear and
written methodology to determine when such infoiorats valid for the purposes of its assessments. |
preparing research for clients, CAER researchdisatvll times avoid emotional, inflammatory orrdgatory
language.

CAER does not have an opinion as to whether awithatl client should or should not make any invesim
decision, adopt a particular screen or criterigrinterpret a rule in a particular manner. CAERI wiitucture
reports in such a way that any personal analystiopiwill be identified as such and separated ftben
factual, information gathering section of investinesports.

Determination of gradings, rankings and other otstjipfi CAER research may not be influenced by astieg
or potential business relationship between CAERarekearched company or a third party represeating
company. CAER researches companies such as fihamtiéutions which are also clients but the reska
function is kept appropriately separate from thentlfunction. Client team members are forbiddemfr
pressuring researchers into giving favourable neat of any sort to CAER clients or potential clethat are
being researched. Where a researcher does wo\clogh particular clients (such as in the devetemt and
delivery of bespoke research) who are listed fir@nstitutions then that researcher will not tlecated
these institutions as part of their research progna. Should any such pressure be applied the ohsés) in
guestion must report this to their line manager thedresearch manager, who will deal with thisiimfement
in discussion with the client team member’s linenager. Should a client or potential client put dirgct or
indirect pressure on a researcher this too shakperted and the client informed that such behavi®
unacceptable.

Determination of individual company gradings, ramgs and other outputs of CAER research is not
determined by individual board members of CAER. il#¢{lBoard members may have the ability to influenc
research strategy and policy they do not have agytalday say in individual company research. Any
employment paid or unpaid, direct or indirect byEFABoard members for clients or companies we rebear
should be known by the Board as a whole and the R gtaff. Should any pressure be brought to bear by
Board member this should be brought to the attardfdhe Chief Executive and Chair of the Board as
relevant. As CAER has no other owners than direaod staff, no influence can come from any otheras.

Determination of gradings, rankings and other otstipfi CAER research is not influenced by custonrees
much as CAER would not vary a particular conclusiolely because a customer asked us to do so. Howev
matters such as areas CAER chooses to researctemaipanying assessment approaches for criteridomay
influenced by client choices and views since theeRAesearch methodology is explicitly meant toewfl
client demand and input. Also if any client (orextlstakeholder), indicated to CAER that they b&lteaur
research to be inaccurate, or that the methoddiagynot been properly applied, then CAER is coneaitd
re-examining such research carefully before makimgappropriate changes. Such changes made by a
researcher have to be approved by either the @saaga expert or a line manager. A record is kg EZAER

of correspondence with clients on matters reladezbmpany research, including client comments and
requests.
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While all CAER staff undertake company researcimftone to time, no staff undertake consulting ohdige
of companies that CAER researches except for finhntstitutions which may be both researched amd b
clients of CAER. CAER ensures that staff who hadient management responsibilities do not undertake
research on companies in the finance sector whowrgtyto manage SRI funds using CAER research. CAER
will undertake consulting for listed companies thety wish to develop a responsible investmentegisat
These could include listed financial institutiohatt wish to offer one or more responsible investrpeaducts
or approaches in one or more parts of their opmratt could also include other listed companiescivimight,
for example wish to adopt responsible investmentifeir pension schemes. CAER does not provide
consulting for a company regarding its CSR prastibeugh it may advise it (without payment) on hHow
meet CAER client criteria. Such consulting may beealby the research team but this is done without
prejudice regardless of whether the company igeatobr not. In practice it is fairly rare for tcempany
receiving such consulting to be a client.

CAER has written procedures to identify and elirténar manage and disclose any conflicts of intetres
may influence the independence and objectivity AER research. These are contained in the CAER @Gbde
Conduct and the Conflicts Register.

The full, complete and clear disclosure of any stmtiflicts of interest is done in a timely fashimd known
to all CAER staff through the Conflicts of Interé&tgister and the Annual Compliance Reporting ece

From time to time clients may request that indidtlCAER staff express their own opinions in deglivith
client staff or providing material for clients. $ouch cases:

- opinion will be clearly acknowledged as such;

- should not be given much prominence;

- an executive summary will be included with noropn expressed; and

- in preparation of reports or other material, bgittes of any argument/consideration about int¢éaics of
client guidelines/rules will be evenly put and veit in a flat impartial style.

If CAER is asked to develop a framework to “openadlise” the way a client’s own criteria are inted to
apply it should do so as much as possible basedference to the client’s higher level rules andent
practice, but with as little as possible referetacthe individual staff member’s personal opiniomsthe
merits/demerits of the issue.

At no time will CAER material or staff criticisedient’s own framework, rules or decision-makinmggesses.
Feedback to the client on the consistency, utdiitd/or comparability of criteria may be appropridtewever,
although such comments will never be made public.

CAER does not generally undertake paid work thaioit related to the provision of services for stees
seeking information on corporate environmentaljapgovernance or ethical management and perfocman
Exceptions include provision of such informatiorctarities for them to screen suppliers and dorsord,
potentially undertaking surveys on issues of irdete clients and/or the public. CAER does not feany
paid services to companies such as “solicited” @8%Rce or ratings except in their role as invesferg. a
financial institution’s investment division).

The following potential conflicts of interest areadt with as indicated:

a. companies are not paid for being rated;

b. CAER is not owned by any company it researches;

c. CAER does not provide paid consulting to compaitiesssearches but may assist companies
understand how to meet client criteria — this ispwd for;

d. CAER is not majority owned by any one of its clgnt

e. CAER does research some companies that are custengeifinancial institutions but subject to the
provisions in both paragraph 3 and point (c) above;
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f. CAER does not provide research in conjunction withet management services or other forms of
financial services.

15. CAER staff may not research or directly influetice research of companies in which they directlyow
shares, or companies with whom they have had &fisigmt business or employment relationship in the
previous six months, or companies for whom an imatedelation (spouse, partner, parent, offspring o
sibling) currently works. CAER employees are regdito declare whether any of these three situatippies
to them.

16. Researchers may not buy or sell shares or derastivany company which they research, although suc
shares or derivatives may be held through a mdsal or similar vehicle.

17. CAER researchers and other staff may not solicheyogifts or other favours from companies that are
researched or with whom CAER has a business rakdtip or receive the same unless these are of minor
monetary value and have been given in good faiic]ased or in accordance with cultural traditiddAER
staff must not pay facilitation payments.

18. Any conflicts of interest referred to above mustégorted to the appropriate manager (usually thesr
manager) and if any CAER staff member finds thewesein a situation where they feel they may bentaeéi
conflict of interest this should be reported to sipgropriate person. (Compliance Officer)

The CAER Code of Conduct is to be referred to injaaction with this policy.

Compliance and monitoring:
The compliance officer for the independence palicthe Chief Operations Officer.
Quality Review:

Each quarter CAER'’s international partner EIRISuesis a random report that is reviewed for accueaminst set
guidelines to assess quality standards and adteeteragreed upon guidelines.

Audit Process:
Each year a nominated CAER director will be prodidéth a random sample of CAER material choserhieyrt. They
will audit the extent to which this policy has beesmplied with and report to the board. CAER mamnagyg will

provide reports and monitor the quality of reseamdrk produced so as to be able to monitor perfocaaand
implement corrective action where and when it magdme necessary.
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