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Welcome!

» Participants will be in listen only mode until
the Q&A section.

» We will make recording and slides available
and post on our website
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Reflection: Good Goods

Successful businesses identify and seek to address
genuine human needs at a superior level of
excellence using a great deal of innovation, creativity
and initiative. They produce what has been produced
before but often—as in the arenas of medicine,
communication, credit, food production, energy, and
welfare provision—they invent entirely new ways of
meeting human needs. And they incrementally
improve their products and services, which, where
they are genuinely good, improve the quality of
people’s lives.

“Vocation of the Business Leader”
Dicastery for Promoting Integral Human Development
Vatican
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Our Companions

» John Mueller, Dana Investment
Advisors

» Ariane de Vienne, Institutional
Shareholder Services (ISS)

DANA == |SS ESG P>

THE WISE CHOICE
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Our Itinerary

» Evolution of ESG Investment Strategies
» COVID-19 and Racial Justice Impacts
» Use of Positive Selection Criteria

» Questions & Answers

» Resources
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D AN A‘ Investment
&3 Advisors

Going beyond the
negative

How to incorporate positive selection criteria into
investment portfolios

www.Danalnvestment.com
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8/21/2020

Disclosure

This presentation is intended for informational purposes only. The analyses and opinions included herein are solely those of
the presenter and Dana Investment Advisors. Please note that any references to specific securities or other investments
within this presentation should not be considered an offer (as defined by the Securities and Exchange Act) to purchase or sell
that specific investment. While data contained herein was gathered from sources deemed reliable, the accuracy of the data
presented herein cannot be guaranteed. Different types of investments involve varying degrees of risk, and there is no
assurance that the future performance of any specific investment or investment strategy made reference to directly or
indirectly in this communication, will be profitable, equal any corresponding historical performance level(s), or will continue
to be suitable for your specific investment needs. In addition, due to various factors, including changing market conditions,
the contents of this report may no longer be reflective of Dana’s current opinions, or positions regarding ESG related
information being presented. In addition, due to various factors, including changing market conditions, the contents of this
report may no longer be reflective of Dana’s current opinions, positions, investments or client account allocations. Please
remember that past performance may not be indicative of future results.

Add a footer www.Danalnvestment.com



ESG Investing Timeline: Only the beginning

* 1928 — Pioneer Fund excludes companies whose primary
business is alcohol or tobacco

* 1971 — Founding of ICCR

* 1977 — Rev. Leon Sullivan develops the ‘Sullivan Principles’ to
promote corporate social responsibility and apply economic
pressure in South Africa in response to apartheid

* 1989 — Exxon Valdez oil spill leads to Coalition of
Environmentally Responsible Economies (CERES)

* 1992 — United Nations Framework Convention on Climate
Change

* 2006 — United Nations’ Principles for Responsible Investment
is launched

* 2011 — Sustainability Accounting Standards Board (SASB)

8/21/2020 Source: Morningstar: ESG Investing Comes of Age www.Danalnvestment.com



Implementing ESG into Investment Strategies

* Negative/Exclusionary Screening — excluding certain
industries or companies involved in activities deemed
unacceptable or controversial

* Impact Investing — investments made with intention
to generate a measurable, beneficial social or
environmental impact

* Sustainability Themed Investing — investments in
select assets specifically related to sustainability in
single or multi-themed strategies

* Positive/Best in Class Screening — investments in
industries, companies or projects selected for
positive ESG performance relative to peers

* ESG Integration — investments that systematically
and explicitly include ESG factors into financial
analysis

8/21/2020  Source :USSIF www.Danalnvestment.com



Use of Positive Selection Criteria

A company’s intangible assets, including talent and
culture, are now estimated to make up 52% of a
company’s market value and for some companies it can
be as high as 90%.*

US RESEARCH | PUBLISHED BY
RAYMOND JAMES RAYMOND JAMES & ASSOCIATES

HARDLINE RETAIL

Hardline Retail: Using Employee Satisfaction Rankings As a Leading
Indicator of Financial Performance

Do retailers/brands with upbeat employees deliver above-average financial performance? Based
on our analysis of reviews on Glassdoor the answer is yes - but there are a few exceptions. This
is our first report examining various measures of employee satisfaction for our research universe
of hardline retailers and lifestyle brands and we plan to periodically update the findings going

forward.
SUSTAINALYTICS ESG RISK RATING REPORT Dok Apr 11,2000 SUSTAINALYTICS ESG RISK RATING REPORT Dul S, 2020
DXC Technology Co 15.3 LowRisk Accenture PLC 11.2 Low Risk
¥
Data Frocessing | Unied Ststes | NYS.DXC N - i - T Consuting | Irland | NYSAC o [ | e Heh -
Sources: Jonathan Hasket and Stian Westlake, Capitalism Without Capital: The Risk of the Intangible Economy, (Princeton University Press, 2017);Raymond James. ‘Hardline Retail.’ US www.Danalnvestment.com

2kl 8/21/2020 Research 10 January 2019; Sustainalytics



Use of Positive Selection Criteria

Digging deeper to understand potential risks

Glassdoor Employee Ratings

Accenture Reviews DXC Technology Reviews

3.8 n = Rating Trends 27 E = Rating Trends

David Mike
78% Recommend 92% Approve 35h Recommend 35h Approve )
\ °> toafriend *) sfceo Roniand * 1 toafriend °1 oiceo e

\ Spring Pond Partners Social & Workplace Indicators

SPRING POND
Show entries Search:
‘Overall Diversity
Innovation Intangible RD SGA Overall Momentum Sensitivity Women In
Ticker Index Company Sector Conta ™ (o Culture Confidence Workplace Leadership And Momentum Sensitivity signal Signal signal Leadership
Quality Inclusion
@ Al Al A All I All Al i All Al Al Al All
20 DXC R1000 DO Informadon : g::uﬂmg Innovation
TECHNOLOGY  Technology Laggard

Services

. IT Consulting
516 ACN R1000 A o et 0.585 03n 0372 0.412 0.566 0439
PLCCLASSA  Technology con
Servh

Previous 1 Next

Showing 1 to 2 of 2 entries (filtered from 1,307 total entries)

12 8/21/2020 Sources:; www.glassdoor.com, April 29, 2019: Spring Pond Partners www.Danalnvestment.com


http://www.glassdoor.com/

How to implement positive selection criteria

* Selection of investment manager or strategy

* Understanding of research and resources used by
partners

* Portfolio analytics from consultant or investment
manager

* Focused investment stewardship

www.Danalnvestment.com
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USE OF POSITIVE SELECTION CRITERIA

Workforce Restructuring during the Pandemic

Fig. 2: Hardest Hit Industries Have Poor Union Rights Record

Retail (excluding online and food)
Hotel, Resorts & Cruise Lines

Airlines

All industries

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Share of industry market value of companies facing substantial union rights controversies, in relation to the share of industry
market value not facing any substantial controversies, per sector (GICS Industry taxonomy). Source: 1SS ESG Norm-Based
Research, covering 16,000 public companies; 1 March 2020

To make a difference while protecting financial returns

» Confirm where the likely issues are, and

» Know who has higher quality in addressing the issue

16



USE OF POSITIVE SELECTION CRITERIA

Workforce Restructuring during the Pandemic

Fig. 1: Few Companies Have Policies on Employment Security and Responsible Workforce
Restructuring

Retail (excluding online and food)
Hotel, Resorts & Cruise Lines
Airlines

All other industries

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

W No policy B Policy Established  @High Country Standards

High Country Standards for Responsible Workforce Restructuring

Todetermine which jurisdictions have adequate worker protection laws warranting a ‘high country
standards’ assessment for workforce restructuring, 1SS ESG draws on the ILO's Employment
protection legislation database and its Database on national labour, social security and related
human rights legislation. Countries considered by 1SS ESG’s to enforce 'high country standards’
related to responsible workforce restructuring fulfil the following criteria:

= The state offers support systems for affected employees (e.g., unemployment benefits,
outplacement services)

= Companies in these countries must notify public administration about all instances of
collective dismissals

= Companies are requested to notify and consult trade unions or other workers’
representatives prior to implementation of major layoffs

= Companies are required to establish social plans, in which employer and employees set out
measures to reduce the number of job cuts and mitigate their effects on employees

17



USE OF POSITIVE SELECTION CRITERIA

Workers’ Rights and COVID-19 — Corporate Labor Policies

The pandemic represents a stress test for companies’ stated labor practices

ISS ESG sees an uptick in corporate commitments High Company Responsivess to Controversies

Amid the Pandemic

Important to support No Measures

» Safe & healthy working conditions
* Just and favorable working conditions s
* Freedom of association and union rights Commimert

55%
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USE OF POSITIVE SELECTION CRITERIA

Diversity and the Media Industry

Female Representation at Exgcutive Management is Low Across AII.Indnst.ries DO n't Sto p at th e fl rst I aye r Of ( re I atlve)
average percentage of women in executive management teams at select industries
s positive signals:

Healthcare Facilities & Services
Pharmaceuticals & Biotechnology

Madia

» While media companies score
(relatively) well on non-discrimination
policies (chart lower left)

» Effective policies need to be
combined with measures to promote
equal opportunity and diversity

Ratail

Financials/ Asset Managers & Securities Brokerages
Financials/Commercial Banks & Capital Markets
Commercial Services & Supplies

Software & IT Services

Electronic Devices & Appllances

Semiconductors
Source: 155-0ekom

Non-Discrimination Policy: Media Companies Perform Well
average 155-oekom corporate rating on policy on non-discrimination by industry for select Measures to Promote Equal Dppnrtunlties and DI\'EI’!]W

industries distribution of rating results across the media industry

Semiconductors
Electronic Devices & Appllances

Media

Comme rcial Services & Supplies B 000
Healthcare Facilities & Services = medium
Financials/Commercial Banks & Capital Markets L EOL’JI‘]
Software & IT Services m gncellent

Retall

Pharmaceuticals & Biotechnology

Financials/Asset Managers & Securities Brokerages

Source: I55-oekom Source: 155-0ekom
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USE OF POSITIVE SELECTION CRITERIA

Racial/ Ethnic Diversity

No fancy charts, just some comments on this important topic:

= To drive change as an investor you need knowledge

» On the ethnic diversity on the board level, and ideally

» About the companies’ practices with regard to supporting
ethnic diversity at the company employee and supplier level

» Where applicable, whether the companies’ customer practices
are supportive of ethnic diversity

20



USE OF POSITIVE SELECTION CRITERIA

Financial Performance

High/favorable ISS ESG Corporate Rating performance is generally positively related
to Valuation and Profitability and negatively correlated with Volatility

Figures 2 and 3: High ESG Performance Related to Higher Profitability and Lower Volatility

4.5% 12% 12% 350%
4.0%
10%  10% 300%
3.5%
250%
3.0% 8% 8%
2.5% 200%
6% 6%
2.0% 150%
1.5% 4% 4%
100%
1.0% - -~
0.5% 0%
0.0% 0% 0% 0%
1 2 3 4 5 1 2 3 4 5
ESG Performance Quintile ESG Performance Quintile
EEEVA Margin-L EEBEVA Spread -L  ===ROIC -R ====COC-R I Std EVA Margin - L I Std B/P - | === Std ROIC - L =====Std 1-Yr EPS Gr-R
Source: ISS ESG Corporate Rating data, ISS EVA (Investor Express), and FactSet.
Notes: Data is for 12/31/2013 — 6/28/2019. Statistics are trimmed averages (20% outliers excluded). Standard deviation is for rolling five years.




USE OF POSITIVE SELECTION CRITERIA

Financial Performance

» High/favorable ISS ESG Corporate Rating firms are good Allocators of Capital

» High/favorable ISS ESG Corporate Rating Performance/high-EVA margin stocks
tend to outperform

Figures 6-7: High-ESG Performance Companies Use Cash Flow Wisely

40% 10% 30% 60%
35% 8% 259 50%
30% 6%
20% 40%
25%
4%
20% 15% 30%
2%
15% 10% 20%
10% 0%
5o 2% 5% 10%
0% -4% 0% 0%
1 2 3 4 5 1 2 3 4 5
ESG Performance Quintile ESG Performance Quintile
W Div Payout - L s Div Yield - L PR32 D /Sales - R B |ntangible/Assets - L . G = o e R et e R e e
) igures 4-5: Hi erformance Related to Higher and Asset Turns
e====(Cap Ex/Sales - R e====3-Yr Share Gr -R ===3-Yr Intangible Gr- R —_—. g 8
Source: ISS ESG Corporate Rating data, ISS EVA (Investor Express), and FactSet. 18% 80% | 3507 prem—
Notes: Data is for 12/31/2013 — 6/28/2019. Statistics are trimmed averages (20% outliers excluded). 16% 70%  340%
14% 60% 330%
12% soy  320%
10% 310%
40%
8% 300%
6% 30% 2904
4% 20%  2g0%
2% 10%  270%
0y = 0% 260%
1 2 3 4 5 1
ESG Performance Quintile
EEROE - L I Net Margin - L — Asset T/O - R
Source: ISS ESG Corporate Rating data, ISS EVA (Investor Express), and FactSet.
Notes: Data is for 12/31/2013 — 6/28/2019. Statistics are trimmed averages (20% outliers excluded).
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USE OF POSITIVE SELECTION CRITERIA

Implementation

ISS ESG}> W ovesvew

FUND MANAGEMENT COMPANY MANAGER(S)
S&P 500 TR

] o B 1SS ESG Rating Details

The overall fund rating is based on a weighted ESG Score, which evaluates issuer y . “Prime’ status is awarded to issuers
‘who meet specific minimum requirements and achieve the best ESG scores among their peers.

B ISS ESG Fund Rating ‘ ‘

Overall Weighted ESG Performance Score - Fund vs. Peers Prime Status - Percent by Weight

The overall fund rating provides a relative overview of the fund's ESG perf
Score, whi issuer across key ESG

p lower

Fund Peer Set
1SS ESG Fund Rating 1%

B Norm-Based Research
6% 1SS ESG N i d ions that issuers fail o abide by global toutin i initiatives and guidel

1% -
12% = :
* 100 Issuers may face muttipl that are scores and fiags: 10 (red)
37% 36% ct the environment, remedial measures taken by the company, and whether § .
* * 50 impact on society or . by pany,
80 verall score reflects its worstindividual case score. = 5DG Impact Rating
The SDG | Susteinabl Jysis of d
ESG Performance  Fund Percentile Fund Rank (of 2423) /0 45/100 43/100 impact on three. senvices, operations]
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Thank you

Ariane de Vienne
Global Head of Asset Owner Strategy
ariane.devienne@issgovernance.com

ISS ESGD>

-ESG.COM
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6 Seventh Generation Interfaith

Coalition for Responsible Investment

About us v Our work v Our issues v Conferences v

Resources

SGI seeks to provide resources to its Members and the Responsible Investing Community that will support their
shareholder engagement, investment processes, or commitment to socially responsible investment.

s Sustainable & Responsible Mutual Fund Chart from US SIF (The Forum for Sustainable and Responsible
Investment). The Mutual Fund Performance Chart displays all sustainable and responsible mutual funds

offered hv LIS SIFs institutional member firms. This nublic tool is meant for individual investors to comnare
PSR oA y % o, — el — .

Resources Donate Contact

Search ... Search

Social
Ly

The Human Thread

The Human Thread Campaign is a
program of Seventh Generation
Interfaith that seeks to foster awareness
that promotes solidarity between
consumers of clothing and those who
produce them to create a more just
economy and sustainable communities.
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AS YOU SOW ABOUT US  BLOG  OUR WORK  REPORTS  RESOLUTIONS  MEDIA f v

INVEST YOUR VALUES

In order to align investments with values, vou must first know what companies vou own. This is nearly
impossible if you own mutual funds. These free online tools can show you exactly what companies are

embedded in your funds and which funds are alighed with vour values.

Tobacco Free Funds

A project of

Gun.Eree.
[, |
, 4\.‘ v -CQ‘ b
. —— A 9'019“ of ' A project of
: — [ [ s You sow / AS YOU SOW

oy Y
A'project of i

{2 [ as vou sow |
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Thank You

SeventhGenerationlnterfaith.org

John Mueller, Dana Investment Advisors,
johnm@danainvestment.com

Ariane de Vienne, Institutional Shareholder Services
(ISS), ariane.devienne@issgovernance.com
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