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SUBJECT: Grounds for Supporting Shareholder Proposal
COMPANY: Great-West Lifeco

SYMBOL: GWO (TSX)

AGM DATE: May 6, 2010

This Proxy Alert provides grounds for supporting a shareholder proposal submitted to Great-West Lifeco
Inc (GWO) by Ethical Funds, a division of Northwest & Ethical Investments L.P. Last year this resolution
received 34.9% of the non-controlled votes, yet the company has not responded to our requests for
dialogue or implementation.

Proposal
The shareholder proposal asks Great-West Lifeco to:

provide a report to shareholders by October 2010, prepared at reasonable cost and
omitting proprietary information, describing how Great-West Lifeco is assessing the
impact of climate change on the corporation, the corporation’s plans to disclose this
assessment to shareholders, and, if applicable, the rationale for not disclosing such
information in the future through annual reporting mechanisms such as the Carbon
Disclosure Project.

Our Rationale

In 2007, the Intergovernmental Panel on Climate Change’s Fourth Assessment Report stated it is “very
likely” that anthropogenic greenhouse gas emissions have heavily contributed to global warming.
Furthermore, “there is substantial economic potential for the mitigation of global greenhouse gas
emissions over the coming decades that could offset the projected growth of global emissions or reduce
emissions below current levels.”

Studies on the impact of climate change to life and health insurance companies continue to mount. In
2009 alone, a report from Health Canada, and studies in peer reviewed journals such as Environmental
Health Perspective, and the Lancet have linked health impacts to climate change. More importantly, a
November 2009 report (Managing the Unavoidable) found companies and their investors were focusing
too much on the catastrophic impacts of climate change rather than on the slower, but more likely
incremental impacts.

Several members of Great-West Lifeco’s Board, and the CEO of Great West Life Assurance, supported the
Canadian Council of Chief Executives’ climate change policy statement which stated “we share the goal of
slowing, stopping and reversing the growth of global greenhouse gas emissions (GHG) over the shortest
period of time that is reasonably achievable.” Great-West Lifeco must therefore believe climate change
to be a material risk to the company.

The Ontario Securities Commission (OSC) recently reviewed MD&As and found reporting on material
environmental risks was poor; in particular, they found company analysis of how such risks impact
financial performance was inadequate. Corporate disclosure of climate change strategies and GHG
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emissions inventories are essential for investors looking to assess the strengths and weaknesses of
corporate securities. While Great-West Lifeco has a relatively limited operational footprint, significant
exposure to climate change risks and opportunities are embedded through insurance policies,
investments and real estate holdings.

The Carbon Disclosure Project (CDP), the largest investor coalition in the world representing 475
institutional investors, sends an annual survey to Canada’s largest 200 corporations requesting
companies disclose their climate change strategies. While Great-West Lifeco’s peers (such as Manulife,
Sun Life and Industrial Alliance) all responded to the CDP in 2009, Great-West Lifeco declined to
participate for the sixth year in a row.

The National Association of Insurance Commissioners, in the United States, now requires climate change
disclosure from insurance companies domiciled in the USA. Great-West Lifeco has several subsidiaries
domiciled in several states and will be required to provide this type of information.

In 2009, shareholders signalled the need for increased disclosure on climate change as over one-third of
non-controlling shareholders voted in favour of an identical proposal.

Great-West Lifeco Inc’s Response

Great-West Lifeco states in its Management Information Circular that:

(1) The company’s monitoring of climate change issues leads to the conclusion that climate change
does not have an impact on the business or the business of subsidiaries;

(2) Mortality rates continue to improve;

(3) Based on the company’s monitoring of climate change issues, the gradual pace at which climate
change is evolving and the short-term nature of the company’s business, practices can be
adjusted to address climate change in the future;

(4) The corporation endeavours to take a balanced and environmentally sustainable approach to its
business.

Northwest & Ethical Investments maintains:

(1) Great-West Lifeco is lagging its competitors, the industry and regulators in recognizing and
addressing the issue of climate change;

(2) Simplifying the insurance-relevant impacts of climate change to mortality rates is inadequate;

(3) Without disclosure of Great-West Lifeco’s risk assessment of climate change investors cannot
have confidence in the company’s conclusion that climate change poses no risk to the business;

(4) We seek disclosure of business risks — the company’s approach to corporate social responsibility
is not in question.

In sum, two paragraphs published as a schedule to a Management Information Circular is not an
adequate consideration of climate change as it relates to Great-West Lifeco’s business or that of its
subsidiaries.


http://www.greatwestlifeco.com/web5/groups/common/@public/documents/web_content/s5_011994.pdf
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Arguments

1. Great-West Lifeco is lagging its competitors, the industry, and
regulators in recognizing and addressing the issue of climate change

In March 2009, the National Association of Insurance Regulators', comprised of the chief insurance
regulatory officials representing all 50 states of the US announced the requirement of all insurers to
disclose climate change risks and strategies. Citing the fact that “climate change will impact the financial
health of the insurance sector and the availability and affordability of insurance for consumers”, the
National Association of Insurance Regulators enacted the standard in order for disclosure to provide the
information needed to better understand these risks.

As specified in this announcement, all insurance companies with annual premiums over $500 million will
be required to disclose climate change risks and strategies every year, with the first reporting deadline
being May 1, 2010. As per Great-West Lifeco’s 2009 Annual Report, income before tax from US
operations is $456 million (or 20% of total income before tax). More recently in the US, the Securities
and Exchange Commission saw fit to release interpretive guidance to clarify what companies need to
disclose relating to climate change®. The SEC identified several ways in which climate change can trigger
disclosure — legislation and regulation, international accords, indirect consequences of regulation or
trends, and physical impacts.

According to publicly disclosed sources, Great-West Lifeco and its subsidiaries fall under regulation in
Asia (including but not limited to Japan), Australia, Canada, Barbados, Germany, Ireland, the UK and USA.
Climate change disclosure, including an assessment of risks and opportunities by October 2010 as
requested in the shareholder proposal, will proactively position the company’s domestic and
international operations to meet these new, and future, regulatory requirements>.

In February 2008, the Ontario Securities Commission released Staff Noticed 51-716 that examined
issuers’ disclosure regarding environmental matters®. The Staff Notice found that environmental
disclosure was generally lacking. Moreover, in December 2008 the Canadian Institute of Chartered
Accountants (CICA) offered guidance to companies on the business impacts of climate change. The
report (Building a Better MD&A®) suggested companies need to disclose material information that may
not be fully reflected in the financial statements as well as important trends and risks that are reasonably
likely to affect the financial statements in the future. While Great-West Lifeco insists that securities
regulation requires it to disclose the significant risks that it faces, regulators have found environmental
disclosure lacking and CICA has felt the need to provide guidance to issuers in the spirit of improving
disclosure on climate change.

Top industry analysts call into question Great-West Lifeco’s assumption that the timeframes of climate
change impacts offer the insurance industry, including life and health insurance specifically, adequate

! March 17™, 2009: Insurance Regulators Adopt Climate Change Risk Disclosure:

http://www.naic.org/Releases/2009 docs/climate change risk disclosure adopted.htm

% See the SEC’s announcement at http://www.sec.gov/news/press/2010/2010-15.htm

3 See Shareholder Proposal “Where as” clause for regulatory discussion of MD&A disclosure and climate change specific to
Canada and Ontario.

4 See http://www.osc.gov.on.ca/documents/en/Securities-Category5/sn 20080229 51-716 enviro-rpt.pdf

% see http://www.cica.ca/research-and-guidance/mda-and-business-reporting/mda-publications/item12846.pdf



http://www.naic.org/Releases/2009_docs/climate_change_risk_disclosure_adopted.htm
http://www.sec.gov/news/press/2010/2010-15.htm
http://www.osc.gov.on.ca/documents/en/Securities-Category5/sn_20080229_51-716_enviro-rpt.pdf
http://www.cica.ca/research-and-guidance/mda-and-business-reporting/mda-publications/item12846.pdf
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mitigation of risk. Ernst & Young have identified climate change as the greatest strategic threat facing
the insurance industry®. Lloyd’s has stated that the insurance industry should start planning and
modeling now for the dramatic increase in losses that can be expected as a result of climate change’.

Finally, it must be emphasized that Great-West Lifeco’s key competitors, including Manulife and Sunlife,
have participated in the Carbon Disclosure Project in 2009.

2. Simplifying the insurance-relevant impacts of climate change to
mortality rates is inadequate.

Great-West Lifeco’s operations extend beyond just life insurance with policies including health, and the
insurance company’s own investments and real estate holdings. Although current Great-West Lifeco
disclosure offers challenges to the investor trying to extrapolate the company’s relative exposure in
various business areas, in the United States Life Insurance companies own 22% of all institutional real
estate’, suggesting that insurers’ exposure to climate change typically reaches far beyond the simple
provision of policies to clients.

The journal Science published an article titled, Insurance in a Climate of Change which concluded,

“A new class of losses emerges within the life and health branches of the insurance
industry®. These are driven by thermal extremes, reduced water quality and availability,
elevated rates of vector-borne disease, air pollution, food poisoning, and injuries and
mortalities from disasters and their associated mental health impacts”'®*'. Other health
consequences manifest in natural systems that directly or indirectly affect human
systems, including coral-reef bleaching, agricultural diseases or other events that hamper
food production, animal and livestock diseases, and pests such as pine beetle super
infestations. Mobilization of dust, smoke, and CO,-linked aeroallergens (e.g., pollen and
molds) exacerbates already high rates of asthma and other forms of respiratory

. 12
disease”.

A report by Ceres®, a multi-stakeholder coalition of investors, companies, and Non-Governmental
Organizations, noted that “entirely new domains of risk are emerging [in the insurance sector], well
beyond the problem of property loss. Medical researchers at Sweden’s Karolinska medical university
foresee arise in global cardiovascular health problems in response to rising temperatures, underscoring
the breadth of exposure for insurers”.

6 March 24™, 2009: Climate change tops insurance risk list: Ernst & Young
http://www.ey.com/global/content.nsf/Canada/Media - 2008 - Insurance Risk

7 2006: Lloyd’s Rapid Climate Change — 360 Risk Report:
http://www.lloyds.com/NR/rdonlyres/FCA144E6-24D5-425E-B058-3A64E020E18F/0/360 RapidClimateChangeReport.pdf
“8 These issues are elaborated in a detailed scenario format in the "Climate Change Futures" study, led by the Harvard Medical
School's Center for Health and the Global Environment, sponsored by Swiss Re and the United Nations Development
Programme. http://www.climatechangefutures.org/pdf/CCF Report Final 10.27.pdf

% "Climate change and human health: Risks and responses" (World Health Organization, Geneva, 2003).

10 Weather Catastrophes and Climate Change (Munchener Ruckversicherungs-Gesellschaft, Munich, 2005)

11 p, Epstein, Science 285, 347 (1999)”

12 August 2005: Insurance in a Climate of Change: http://www.sciencemag.org/cgi/content/full/309/5737/1040#REF28

3 November 2007: From Risk to Opportunity — Insurer Responses to Climate Change:
http://www.ceres.org//Document.Doc?id=225



http://www.ey.com/global/content.nsf/Canada/Media_-_2008_-_Insurance_Risk
http://www.lloyds.com/NR/rdonlyres/FCA144E6-24D5-425E-B058-3A64E020E18F/0/360_RapidClimateChangeReport.pdf
http://www.climatechangefutures.org/pdf/CCF_Report_Final_10.27.pdf
http://www.sciencemag.org/cgi/content/full/309/5737/1040#REF28
http://www.ceres.org/Document.Doc?id=225
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Recently, the National Institute of Environmental Health Sciences published a report in the Journal of
Environmental Health Perspectives™ citing climate change as a factor in the dispersion of West Nile Virus
in the US, since its introduction to the US, Canada, and Central America from 1999-2002. The research
link between climate change and disease highlighted by this one example clearly has implications for
health insurance providers and should be part of the risk assessment Great-West Lifeco undertakes. And
finally a March 2010, article in the New England Journal of Medicine examined the impact of climate
change on infectious disease (and life expectancy)®.

While Great-West Lifeco may assert that climate change is immaterial, our review of the research
indicates material risks. Given our research and the company’s unwillingness to meet, our proposal
simply seeks disclosure on how the company has reached its conclusion.

3. Without disclosure of Great-West Lifeco’s risk assessment of
climate change, investors cannot have confidence in the company’s
conclusion that climate change poses no risk to the business.

Great-West Lifeco states that it is monitoring climate change and that it does not have an impact, but the
lack of a systematic process for the consideration of climate change risks and opportunities significantly
decreases investor confidence. Without adequate disclosure, investors have no assurance that Great-
West Lifeco’s system for monitoring and analyzing climate change issues is robust and based on sound
science.

Furthermore, the support of 534 institutional investors and $64 trillion in assets for the Carbon
Disclosure Project represents significant investor interest in this type of disclosure.

The shareholder proposal requests that Great-West Lifeco go beyond simple monitoring of the climate
change issue, which led to the statement that management “does not believe that climate change is
having a significant impact on its business or on the businesses of its major subsidiaries”. The analysis for
this blanket dismissal runs counter to the mounting response of the insurance industry to climate
change, the trend in increasing regulation requiring climate change assessment and the impacts of
climate change on insurance related factors like real estate and health. The rationale that timeframes
allow for adaptability to climate change run counter to the call to action on the issue from the insurance
sector by industry analysts.

4. We seek disclosure of business risks — the company’s approach to
corporate social responsibility is not in question

Great-West Lifeco assures investors that it takes “a balanced and environmentally sustainable approach
to conducting its businesses. Its major operating subsidiaries have undertaken a number of initiatives to
help further reduce our [GWOQ’s] operational footprint”. NEI has not questioned GWQ's operational
footprint in this shareholder proposal. As an insurance company, climate change will have a greater
impact on the company than the company will have on the environment. For this reason we are not

4 March 16 2009: Infectious Disease in a Warming World: How Weather Influenced West Nile Virus in the
United States (2001-2005): http://www.ehponline.org/docs/2009/0800487/abstract.html
1 Shuman, Emily K. Global Climate Change and Infectious Diseases N Engl J Med 2010 362: 1061-1063



http://www.ehponline.org/docs/2009/0800487/abstract.html
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seeking disclosure on the company’s footprint, but rather how the company is addressing the impact of
climate change on pricing, policies and profitability. As investors, in the face of increasing risks, we are
simply seeking disclosure on how the company is addressing the business risks associated with climate
change or how the company has concluded climate change is irrelevant.

Summary and Recommendation

From the current lack of disclosure, including the proxy circular response to the shareholder proposal, it
is clear that Great-West Lifeco is lagging behind industry peers in its corporate approach to climate
change. The company’s argument that climate change is not relevant to the business does not hold up
to scrutiny. Shareholders need to understand why the company is disregarding the potential to play a
role in the mitigation of climate change and, as an absolute minimum, how the company is considering
the implications of climate change in aspects such as policy rate establishment, investment and real
estate decisions.

The resolution asks for an assessment and disclosure of climate change on business operations.

We recommend a vote FOR this shareholder proposal.



