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. BACKGROUND

This quarter, we met with a European Tobacco company. Article 6 and Article 9 of the EU’s Sustainable
Finance Framework do not explicitly mention tobacco; however, tobacco companies are implicitly
excluded from ESG funds under the “do no harm” principle.

Although some of our funds cannot hold names involved in Tobacco products, there are others that
can. As a result, we are motivated to engage with these issuers and others in industries with lower

performing ESG scores to challenge their ESG ambitions and attempt to support them in pushing
those ambitions as far as they can.

<> ENGAGEMENT FOCUS

We met with the company’s treasury team in May to have a high-level discussion about their ESG
strategy, key focus areas, and financial impacts. We recognize the company’s strong ESG reporting
including double materiality assessment, which are significantly superior to their industry peers.

Our conversations regarding the company’s ESG strategy centred around three main themes:

e Harm Reduction: The issuer claims that studies reveal how Next Generation Products (NGPs)
produce 90-95% less harm than cigarettes. The company targets 20-25% of total revenue
from NGPs by 2025. As the case for NGPs becomes more compelling with less harm and more
opportunities, regulator and consumer buy-in will be vital.

Emissions Controls: Emphasis on biodiversity and investment in circular economy such as solar
panels.

e Human Rights: Working with sourcing farmers around the world and applying pressure to
eliminate the use of child labour.

2°> PROGRESS & MONITORING

This issuer has been affected by exclusionary mandates, especially in the context of doing no harm.
We see the potential for a long-term transformation story as this industry shifts away from cigarettes,
provided they can convince the market on the massive harm reduction of these new products.
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We believe there is value in further engaging to identify and address key issues to better understand the
relative opportunity that may be missed by implicit exclusion. We plan on scheduling a follow-up meeting
with their ESG specialist using the RP Barometer to address more specific ESG issues and continue to
encourage transition on important ESG factors.

Important Information

The information herein is presented by RP Investment Advisors LP ("RPIA") and is for informational purposes only. It does
not provide financial, legal, accounting, tax, investment, or other advice and should not be acted or relied upon in that regard
without seeking the appropriate professional advice. The information is drawn from sources believed to be reliable, but

the accuracy or completeness of the information is not guaranteed, nor in providing it does RPIA assume any responsibility
or liability whatsoever. The information provided may be subject to change and RPIA does not undertake any obligation to
communicate revisions or updates to the information presented. Unless otherwise stated, the source for all information is
RPIA. The information presented does not form the basis of any offer or solicitation for the purchase or sale of securities.
Products and services of RPIA are only available in jurisdictions where they may be lawfully offered and to investors who
qualify under applicable regulation.

“Forward-Looking” statements are based on assumptions made by RPIA regarding its opinion and investment strategies in
certain market conditions and are subject to a number of mitigating factors. Economic and market conditions may change,
which may materially impact actual future events and as a result RPIA's views, the success of RPIA’s intended strategies as
well as its actual course of conduct. RPIA is a signatory of the UN Principles for Responsible Investment and as part of our
commitment, we consider Environmental, Social & Governance (“ESG”) factors as part of our firm-level activities, including
our investment process. ESG factors are important considerations in our investment management process but is supplemental
to our primary financial and credit research and analysis functions.

ESG factors that may be considered as part of our investment process include matters relating to climate change, energy use,
energy efficiency, emissions, waste, pollution, matters related to human rights, impact on local communities, labour practices,
employee working conditions, health and safety of the employees and affiliates, employee relations and diversity, executive
compensation, bribery and corruption, board independence, board composition and diversity, alignment of interest between
the shareholders and the executives, shareholder rights, and companies’ policies relating to ESG.

ESG integration, including components relating to issuer engagement, is a firm-wide investment approach but the weight and
importance of it in our investment management process can vary across the investment funds we manage. Always refer to the
relevant fund offering documents for important information on the investment objectives, strategies and associated risks of a
particular fund. The consideration and implementation of ESG factors are also subject to RPIA’s internal investment and risk
management policies and may be revised as a result of investment suitability requirements, current portfolio positioning and
external market and economic factors.

The consideration of ESG factors in the investment process for RP Strategic Income Plus Fund and RP Alternative Global Bond
Fund is weighted less than the core financial and credit analysis employed in the management of these funds. Please see the
simplified prospectus for additional information.
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https://rpia.ca/docs/default-source/fund-documents/agb/simplified-prospectus-(enfr)/rp-alternative-global-bond-fund-simplified-prospectus-english.pdf?sfvrsn=8aa7c3fc_39

