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Washingion, [
Ellen K. McIntosh 21on, L 20549 . 4 % ,/f
Baxter International Inc. : Act: [
ellen_mcintosh@baxter.com Section: .
Rule: {W"?S ( 0V>/)
Re:  Baxter International Inc. Public —’{ (ﬂ
Incoming letter dated December 21, 2015 Availability: l/(q

Dear Ms. MclIntosh:

This is in response to your letter dated December 21, 2015 concerning the
shareholder proposal submitted to Baxter by Qube Investment Management Inc. Copies
of all of the correspondence on which this response is based will be made available on
our website at http://www.sec.gov/divisions/corpfin/cf-noaction/14a-8.shtml. For your
reference, a brief discussion of the Division’s informal procedures regarding shareholder
proposals is also available at the same website address.

Sincerely,

Matt S. McNair
Senior Special Counsel

Enclosure
cc: Ian Quigley

Qube Investment Management Inc.
1an@qubeconsulting.ca



January 19, 2016

Response of the Office of Chief Counsel
Division of Corporation Finance

Re: Baxter International Inc.
Incoming letter dated December 21, 2015

The proposal provides that the board shall require that the audit committee request
proposals for the audit engagement no less than every eight years.

There appears to be some basts for your view that Baxter may exclude the
proposal under rule 14a-8(i)(7), as relating to Baxter’s ordinary business operations. In
this regard, we note that the proposal relates to the selection of independent auditors or,
more generally, management of the independent auditor’s engagement. Accordingly, we
will not recommend enforcement action to the Commission if Baxter omits the proposal
from its proxy materials in reliance on rule 14a-8(1)(7). In reaching this position, we
have not found 1t necessary to address the alternative basis for omission upon which
Baxter relies.

Sincerely,

Jacqueline Kaufman
Attorney-Adviser



DIVISION OF CORPORATION FINANCE .
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matter under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or the proponent’s representative.

Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these
no-action letters do not and cannot adjudicate the merits of a company’s position with respect to
the proposal. Only a court such as a U.S. District Court can decide whether a company is
obligated to include shareholders proposals in its proxy materials. Accordingly a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have
against the company in court, should the management omit the proposal from the company’s
proxy material.
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December 21, 2015

Via Email

shareholderproposals @sec.gov
Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
100 F Street, N.E.

Washington, D,C. 20549

Re:  Baxter International Inc.—Shareholder
Proposal Submitted by Qube Investment
Management Inc.

Ladies and Gentlernen:

I am Associate General Counsel — Corporate & Securities of Baxter International Inc.. a
Delaware corporation (the “Company™). Pursuant to Rule 14a-8(j) under the Securities Exchange
Act of 1934, as amended, the Company respectfully requests that the Staff of the Division of
Corporation Finance (the “Staff™) concurs with the Company’s view that, for the reasons stated
below, the shareholder proposal and statements in support thereof (the “Shareholder Proposal™)
submitted by Qube Investment Management Inc. (the “Proponent™) properly may be omitted
from the Company’s proxy statement and form of proxy to be distributed by the Company in
connection with its 2016 annual meeting of shareholders {the “2016 Proxy Materials™).

Pursuant to Rule 14a-8(j), we have:

o filed thi§ letter with the Securitics and Exchange Commission (the
“Commission™) no later than eighty (80) calendar days before the Company
intends to file its definitive 2016 Proxy Materials with the Commission; and

» concurtently sent copies of this cotrespondence io the Proponent.

Rule 14a-8(K) and Staff Legal Bulletin No. 14D {November 7, 2008) (“SLB 14D") providethat
stockholder proponents are required to send companies 4 eopy of any correspondence that the
proponents elect to submit to the Commission or the Staff. Accordingly, we are tuking this
opportunity to inform the Proponent that if the Proponent elects to submit additional
correspondence to the Commission or the Staff with respect to the Shareholder Proposal, a copy
of that correspondence should be furnished concurrently to the undersigned on behalf of the
Company pursuant to Rule 14a-8(k) and SLB 14D.
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THE SHAREHOLDER PROPOSAL

The Shareholder Proposal states:

R.ESOLVED: That the Board of Directors shall require that the Audit Committee
will request proposals for the Audit Engagement no-less than every 8 Years.

Acopy of the Shareholder Proposal, as well as related correspondence from the Proponent, is
attached to this letter as Exhibit A.

BASIS FOR EXCLUSION

We believe that the Shareholder Proposal may be excluded from the 2016 Proxy Materials for
the following reasons:

(A)  the Shareholder Proposal may be excluded pursuant to Rule 14a-8(f) because the
Proponent failed to provide the information necessary to determine its ability to submit a
shareholder proposal, and

{B) thc Shareholder Proposal may be excluded pursuant to Rule 14a-8(i)(7) because it
deals with a matter relating to the Company's ordinary business operations.

ANALYSIS

A, The Shareholder Proposal May Be Excluded Pursuant to Rule 14a-8(f) Because the
Proponent Failed to Provide the Information Necessary to Determine Its Ability to
Submit a Shareholder Proposal.

The Company received the Sharcholder Proposal on November 4, 2015, pursuant to a letter dated
October 28, 2015. Included with the Sharcholder Proposal was a letter dated October 28, 2015
from National Bank Correspondent Network (the “NBCN Letter”) stating that the Proponent
holds 280 shares in the Company “through its clients” and that the Proponent is “an investment
management firm that has been set up with the authority to submit shareholder proposals and
exercise proxies on behalf of their chients.”

Having confirmed with its transfer agent that the Proponent is not a record holder of the
Company's common shares, on November 16, 2015, the Company sent a letter (the “Deficiency
Notice,” a copy of which is attached to this letter as Exhibit B) to the Proponent, informing the
Proponent that the NBCN Letter failed to provide sufficient documentary support to satisfy the
ownership requirements of Rule 14a-8(b). The Deficiency Notice explained that although the
Proponent might be authorized to vote Company shares and to purchase o sell Comypany shares
on behalf of its clients, the Proponent had not déemonstrated that, as investment advisor, it has an
cconomic interest in the shares, that the Proponent itself owns such shares, or that such shares are
owned by any clients that have expressly authorized the Proponent to submit the Shareholder

Fd
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Proposal on their behalf. The NBCN Letter, therefore, was insufficient to establish that the
Proponent is a “shareholder” eligible to submit ihe Sharcholder Proposal.

Because it was not clear whether the Proponent was submitting the Shareholder Proposal on its
own behalf or on behalf of one or more of its clients, the Deficiency Notice specified three
alternative ways for the Proponent to provide adequate proof of ownership. Those alternatives
are summarized as follows and more fully described in the Deficiency Notice:

1. To the extent that the Proponent secks rely on the client-owned Company shares
listed in the proof of ownership to establish its own eligibility 10 submit the Shareholder
Proposal, the Proponent must demonstrate that it has an economic interest in the shares
held in its clients’ accounts. In addition, the Proponent must demonstrate that it can
represent that the shares held in those dccounts will continue to be held through the date
of the Company's 2016 annual mecting.

2. If the Proponent intends instead to establish its ownership of Company shares
other than the client-owned shares listed in the proof of ownership, the Proponent must
provide proof that (i) the Proponent itself held the requisite number of Company shares
on the date of submission of the Shareholder Proposal apart from the shares owned by the
Proponent’s clients in-managed accounts, and (ii) the Proponent had continuously held
those shares for the one-year period preceding submission of the Shareholder Proposal.

3. In the case of a proposal submitted on behalf of a shareholder for which the
Proponent serves as investment manager, the Proponent and/or the shareholder owning
the Company shares must provide documentation to the Company identifying the
shareholder that owns the requisite shares, evidence that the shareholder authorized the
Proponent to submit the Shaieholder Proposal on the shareholder’s behalf, proof of its
ownership of Company shares for the one-year period preceding and including the date
the Sharcholder Proposal and a written statement that the shareholder intends to hold the
requisite shares through the date of the Company’s 2016 annuval meeting.

The Deficiency Notice advised the Proponent that it needed to submit adequate proof of
ownership to the Company within 14 calendar days of the Proponent’s receipt of the Deficiency
Notice and included a copy of Staff Legal Bulletin No. 14G.

On November 24, 2015, the Company received a letter from the Proponent dated November 9,
2015 (the “Response Letter,” a copy of which is attached to this letter as Exhibit C) in which the
Proponent failed to provide any further documentary support to satisfy the ownership
requirements of Rule 14a-8(b).

The Staff hay made clear that, to be a “shareholder” who has continuously “held" the requisite
amount of securities to be eligible to submit a proposal, a person must have an economic interest
in the securities that provide the basis for eligibility. The purpose of this requirement is to ensure
(hat the proponent has an “economic stake or invesiment interest in the corporation.” See
Exchange Act Release No. 34-20091 (Aug. 16, 1983). Accordingly, the Staff has permitted
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exclusion of proposals submitted by investment advisors who based their eligibility on secirities
held in client accounts of which the advisor was beneficial owner for purposes of Section 13(d)
of the Exchange Act but in which the advisor had no economic stake. See Chesapeake Energy
Corporation (Apr. 13, 2010); The Western Union Company (March 4, 2010). In each of these
letters, 1he Staff rejected the investment advisor's argument that it met the eligibility requirement

- of Rule 14a:8(b) by beneficially owning securities consistent vith Section 13(d) of the Exchange

Act (i.e., by having voling Of investment power over the securities). In each case, the Staff
concurred that a proposal submitted by the investment advisor was excludable under Rule. 144
8(f) because the advisor “had 1o economic stake or investment interest in the company by virtue
of the shares held in its ¢lients’ accounts.” ’

The Proponent has offered no proof that it has any economic interest in the Company’s commion
shares held in the client accounts it manages. Because the Proponent merely manages securities
owned by and held in the names of its clients (a conclusion confirmed by the “form” of
I‘lwestmeml Management Agreement submitted with the Shareholder Proposal), the Proponent
does not have .an economic interest in ihe securities sufficient to establish that it is a
“shareholdet” eligible to submit the.Shareholder Proposal.

In its Response Lettet, the Proponent asserted that it owns requisite Company shares “within [the
Proponent’s] own. household accounis.” However, the Proponent failed to provide any
documentation to demonstrate- that - the Proponent itself owns any shares of the Compiny, let
alonte that the Proporierit owned the fequisite number or value of Company shares for the time
period required by Rule T42-8. And, as noted above; the Company has confirmed that the
Proponent itselfis not a-record holder of any Company shares.

To the extent that the Proponent was seeking to submit the Shareholder Proposal acting on behalf
of its clients, the Proponent failed to offer any evidence that its clients had authoerized it fo submit
the Proposal. The Staff has' permitted exclusion under Rule 14a-8(b) of proposals submitted by
investment advisors based on secutities held in client accounts in the absence of proof that the:
investrment advisor was authorized to submit proposals on behalf of its. clients. See Chesapeake
Energy Corporation{April 13, 2010); Western Union Company (March 4, 2010); Western Union
Company (March 4, 2008). :

For an investunent advisor with no economic interest in its clients’ shares of company stock to be
permitted to submit proposals on behalf of clients, the advisor must demonstrate that its clients
delegated to it the authority (6 submit proposals on their behalf, See Smithfields Foods, Inc. (Juné

24, 2010). In Smuthfields Foods, Inc., the investment advisor submitted a proposal on behalf of a

~

specific investmenit fund for which it served as investment advisor. That fund was the proponent
and a proof of ownership was submitted evidencing the fund’s ownership of the shares.

Here, nothingin the Proponent’s initial submission materials or Response Letter cstablishes that
the Proponent has the authority to submit the Shareholder Proposal on behalf of its elients. The
Proponent provided a copy of it§ investment management agreement with lan Quigley; the
Proponent’s Senior Portfolio Manager (the “Quigley IMA™), as part of its initial submission.
However, the Proponent has not indicated that Mr., Quigley is the client whose Company shares:
are at-issue. Furthermore, the investtent management agreement that the Proponent provided
addresses voting of shares; it does not authorize the Proponent {o submit shareholder proposals
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purstant 1o Rule 14a-8. In addition, the Quigley TMA provides thal either paity may lerniinate
the agreement upon 90 days notice. The Company's 2016 annual meeting is more than 90 days
after the date botlh the date the Proposal was received and the date the response letter was
received. Thus, the Proponcent was. not in a position 1o make the vequired representation that the
Company shares would be hield through the date of the 2016 annual *ineéting without -an
undertaking from the clieni(s) holding the Company shares. The Proponent's assertions in jts
Response Letter do not establish its authorily to submit the Sharcholder Prop.oséﬂ on behatf of its
clients of provide evidence of its clients’ intention not to terminate its investment ’ménagemen’t'
agreement with the Proponent or sell their Company common shares prior to the Company's
2016 annual meeting. o

The Pqupb_ng’gt ignored the Company’s instructions set forth in the Deficiericy Notice to provide
proof establishing that it is cotitled 1o submit 2 proposal for inclugion iin the Company’s proxy
stafement pursuant (¢ Rule 14a-8. The Proponent did not establish that il has.an ‘economic stake
in the Company shares under its management referenced in the NBCN Letfer, nor did it provide
documentation that it owned any Company sharcs on its own behalf, The Proponeiit did not
identify the cliénts on whose behalf it purporied 10 submit the Proposal, The Proponent did not
provide any documentation froni any clients evidencing authorization for the Proponent to file
the Shareholder Proposal on their behalf and/or stating such clients” intention to-hold Company
shares through the Company’s 2016 annual meeting. v '

Because the Proponent is 1ot a shareholder eligible to submit the Shareholder Propasal in its own
right and has not established the authority to submit the Shareholder Proposal on behalf of its.
clients, the Shareholder Proposal was not submitted by or on behalf of a shareholder meeting the
eligibility requirements of Rule 14a-8(b). The Company properly notified the Proponent of these
defects, and the Proponent failed to cure them within the timeframe required by Rule 14a-8(f)(1).
Although the Response Letter offered to provide additional information if requested by the
Commission, the Proponent did not in fact submit any documentation to the Company
establishing its right to submit the Shareholder Proposal within 14 days of its receipt of the
Deficiency Notice. Neither Rule 14a-8(f)(1) nor Staff Legal Bulletins interpreting Rule 14a-8
permit such proof of ownership and evidence of authority to be provided to the Company after
the expiration of the 14-day cure period following receipt of a notice explaining deficiencies.

Because the Proponent failed to supply sufficient documentary support to demonstrate that it
meets the requirements to submit a shareholder proposal pursuant to Rule 14a-8, the Company
may éxclude the Proposal pursuant to Rule 14a-8(f)(1).

B. The Shareholder Proposal May Be Excluded Pursuant t6 Rule 142-8(i)(7) Because Ii
Deals With a4 Matter Relating to the Company’s Ordinary Business Operations.

Rule 14a-8(i)(7) permits a company to omit a shareholder proposal, ag well as the related
suppoiting statement; “if (he proposal deals with a mattér relating to the company’s ordinary
business operations.” The Staff recently affirmed that the exclision analysis under Rule [4a-
8(1)(7) “should focus on the underlying subject matter of a proposal's request for board or
committee review regardless of how the proposal is framed.” Division of Corporation Finance:
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?;agf;‘ Legal Bulletin No. 14H (October 22, 2015). See also Release No. 34-20091 (Aug. 16,
).

In the past, the Staff has stated that “proposals concerming the selection of independent auditors
or, more gencrully, management of the independent auditor's engagement, are generally
excludable under Rule 14a-8(i)(7)." CA, Inc. {(May 3, 2012); Compuier Sciences Corporation
(May 3, 2012): Dell Inc.-(May 3, 2012): McKesson Corporation (May 3, 2012); Xilinx, Inc.
(May 3. 2012). The Staff similarly has advised that it would not recommend enforcement action
against a company that excluded a proposal requesting that the company establish an “auditor
rotation policy.” E.g. Baker Hughes Incorporated {December 27, 2011) (“Baker Hughes'y
Sprint Nextel Corporation (December 28, 2011 (“Sprins Nextel”y, The Wult Disney Company
(November 23, 2011) (“Walt Disney”). Indeed, the Stalf has pravided guidance (or over a decade
consistently establishing that auditor selection is part of a company's “ordinary business
operations™. See, e.g., Apache Corporation (January 25, 2004) (proposal may be excluded “as
relating to [company’s] ordinary business operations (i.e., method of sclecting independent
auditors)”); Xcel Energy Inc. (January 28, 2004) proposal may be excluded “as rclating to
ordinary business matters (i.e., the method of selecting independent auditors)™).

The “underlying subject matter” of the Shareholder Proposal cleatly relates to the Company's
ordinary business operations. The supporting statement included with the Shareholder Proposal
concedes that the Sharcholder Proposal is intended to promote the concept of “auditor rotation.”
However, as established in Baker Hughes, Sprint Nextel, and Walt Disney, the Staff has
consistently concurred with the conclusion that such policies are a matter of a company’s
ordinary business operations. So, too, are the Company's methods of selecting an auditor
generally. There is little difference between thé Shareholder Proposal and past proposals the
Staff has. found to be excludable under Rule 14a-8(i)(7). That the Proponent casts the
Sharcholder Proposal as requiring only that the Company solicit proposals instead of requiring a
mandatory auditor rotation is of little consequence. The Sharcholder Proposal seeks to control
the Company's “method of selecting independent auditors,” which is undeniably a parnt of the
Company’s ordinary business matters.

CONCLUSION

Based on the foregoing, the Company respectfully requests that the Staff concur with the
Company’s view that it may properly omit the Shareholder Proposal from the 2016 Proxy
Materials. Should the Staff disagree with the Company’s conclusions régarding the omission of
the Shareholder Proposal, or should any additional information be desired in suppost of the
Company's position, T would appreciate the opportunity to confer with the Staff concerning these
mratters prior to the issuance of your response.

If you should have any questions or require any further information regarding this matier, please
do not hesitate to contact me at (224) 948-3086 or by email at ellen_mcintosh@baxter.com.



ced

Jan Quigley (via email and-overnight-courier)



Exhibit A
THE PROPOSAL
See attached.



David P. Scharf _
Baxter International Inc,

NOV 0 4 2015

October 28, 2015

David P. Scharf, Corporate Secretary
Baxter Internatiorial

One Baxter Parkway

Deerfield, IL 6oo15

RE: Independent Shareholder Proposal

Dear Mr. Scharf;

Qube Investment Management Inc. is a registered portfolic management firm in the Canadian
provinces of Alberta and British Columbia. We represent approximately 150 high net worth
investors, using a blended approach integrating fundamental analysis with Environmental,
Social and Governance (ESG) factors. Our clients invest based on quality of earnings and
social responsibility,.  We are proud shareholders and intend to keep holding our share
positions through to.the Annual General Meeting of Shareholders and beyond.

Through the investment management agreement (IMA) with all of our clients, they authorize
us to complete proxy voting responsibilities on their behalf. This relationship has been

Should you wish a copy of bur proxy voting policies, we would also be happy to share.

After consultation with our clients and internal CSR analysts, we wish to submit the followirng
proposal ta our fellow shareholders for consideration at the upcoming Annual Sharcholder's
meeting:

Hie gty v
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PROPOSAL - Request for Proposals for the Audit Engagement

RESOLVED - That the Board of Directors shall require that the Audit Committee will
request proposals for the Audit Engagement no less than every 8 Years.

SUPPORTING STATEMENT

While the concept of auditor rotation is less common in North Ameri¢a, the European Union
has moved forward with audit rotation rules and regulations. Some Buropean countiies,
includingﬁdlland, have adopted even more assertive audit rotation measures than the EU,
The annual audit provides the public with additional assurance (beyond management’s own
assertions) that a company’s {inancial statements can be relied upoen. This has important
imp]fications for investors, on their comfort level when making investment decisions and the
return they expect on their capital. We have been unable to confirm a change in the audit
partner at Baxter since 1985. '

Tt has been reported that over a third of the companies in the Russell 1000 index have auditors
holding their position for more than zo years. Qube Investment Management believes that-
excessive tenure creates a potential conflict of interest that is not in the shareholder’s best
interest. Over time, there is risk that the auditor will become conflicted maintaining a good
relationship with its client (management) while working to fulfill the duty to rigorously
question the corporate financial statements on behalf of shareholders.

Opponents to audit rotation assert that audit quality could be temporarily compromised due
to the disruption of an auditor change. According to Eumedion (a European Corporate
Governance Forum), this has not been the general experience in Europe. In fact, the opposite
was found, with a number of companies postponing annual reports, reportedly due to the
severity of the new external auditor. Further, Qube [nvestment Management believes a
regular and formal RFP will ensure the audit committee is fully and openly assessing the
quality of the incumbent audit firm.

Some fear that first-year audit fees could escalate by as much as 20% under a policy of
mandatory rotation. In Europe, it has been reported that the majority of listed companies
experienced a material decrease in audit costs after rotation, due to free market forces in the



competitive bid process. Qube Investment Management further believes that these free
market forces could inspire mid-tier accounting firms-to grow:and enter the audit market.

Having the audit comimittee issue a regular request for proposal on the audit engagement is a
compromise to a forced rotation. [t'confinues to empower the audit committee, but asks them
to perform a genuine cost/benefit analysis on a potential change in duditor. The dudit
committee decides if a rotation brings benefit that outweighs its cost. It is our belief that
competitive market forces will prevail, audit fees will reduce {(or at Jeast hold constant), while
valuable governance and oversight will increase.

Such regular market competition for the audit engagement will.also increase share value by

increasing long-term audit quality, without an unjustified increase in audit-cost. Increased
audit quality will increase investor confidence, making shares more valaable.

EARRRBFFFAAREEZRARL AR RA K TR NI
We would be happy to-attend the sharcholder's meeting to communicate this proposal in

person, if required. Please advise should you require anything else from us. Thank-you for
facilitating the opportunity for valvable dialogue amongst shareholders.

Best 1‘egaf§-i,,:;;

lan Quigley, MB#
Senior Portfolio Manager

Qube Investment Management Inc.
ian@qubeconsuliing.cu



NATHONAL v
BANK

CORRESPONDENT

NETWOAK

Oct 28 2015
Towhom it may conicern:

This letterig provided at the request of Qube Investment Management Inc., an investment )
management firm that has'been set up with the authority to submit shareholder proposals and
‘exercise proxies on behall.of their clients; _ »

Please accept this lefter as confirmation that as of the date of this letter; QubsInvestment
Meanagement Inc¢., through its clients, has continuously owned no fewér than the below number of
shares-since Jure 1 2014, A mintmum of $2,000 was held continuocusly for a-period of over 13
moriths.

The below shares referenced are registered in the name of NBCN INC & DTC participant (DFC No
5008j.

Company Natae cusip # of Shares
Bank of Nova Scotia (BNS) 064149107 280
Eston Corporation Pl¢ (ETN) 629183103 310
United Technologies Corporation {UTX) 913017109 316
T, Rowe Price Group, Inc. {TROW) 741447108 273
Praxair, Iric, (PX) 74005104 300
National Bank of Canada (NA) B33067103 390
United Parcel Service, Inc, UPS) 911312106 200
3IM:Cornpany (MMM): . BB579Y101 135
Baxter International Inic. (BAX) 071813109 280

I hopeyou ﬁndthis»infor.mation helpful: If you have any issues regarding this issue please feel free
to contact me by calling-at 416 507 9519, or reach me by email at Tahiyeh.sheraze@nbe.ca,

Singerely
Joboohs Phesae
Tahiysh Shetaze

Service Coordinater

Toll Fre:. 1 844 451 3505 ext 79519
T416:507-9519

F: 416-542-2380
tehiveh.sheraze@nbo.ga

National Bank Cerréspondent Nelwork
130 King Stréet West, Suite 3000, M3X 1J9 Torenta On
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QIM Investment Management Agreement (“IMA”)

This Agreement, effective as of the 28" day of May, 2012 inthe Province of Alberta,

between::

The Investment Accounts of: lan Quigley (* Y.ou™ or*Your")
-AND-

Qube Jovestment Management Ine. ("\QIMY)

ENGAGEMENT OF QIM. This Investment Management Arrangement (*IMA™) applies-to all
accounts held in custody at National Bank Correspondent Network (NBCN) and managed by
QIM, You are engaging QIM 1o provide, and QIM agrees to provide to you, ponfolic
management services-on the following terms and conditians:

QIM’S COMMITTMENT
QIM will provide investment management services in respect of your portfolio of securities
and/or cash under its management (the "Account):on the follawing basis:

= QIM will review your financial affairs and, based upon the information provided by you
(which may include ififormation about family member§. or related entities), will gain an
understanding of your investment profile and your objectives in respect of the Account (and
specified related accounts). QIM will prepare summary notes and/or an Investinent Policy
Statement (IPS) that form the basis for 4 tradé plan and, pending completion- of the trads
plan, may deposit assets into the Account in short term securities or other assets and
investments as deemed appropriate. Upon completion of the trade plan, QIM will implement
the plan unless you have otherwise instructed QIM not to do so in writing;

*  As a Portfolio Manager and, by virtue of the authority granted by this agreement, QIM may
and will act on your behalf without requiring continual approval to do so;

*  QIM will continue to monitor, maintain, 'and when deemed necessary, revise or refine the
investment plan, in order to keep it on track with your needs and objectives and within the
constraints of your Investiment Policy Statement (1PS);

* QIM will review the plan and your investments with you, on a regular basis, as frequently as
mutually agreed upon or QIM may consider appropridte; but no Jess than once per year;

*  QIM will provide you with & written report (the "Quarterly Report™) following each quarter
during the term of this Agreement; In addition 1o our report, your custodian will provide you
with a regular statement cutlining your holdings and aceount activity;
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*  QIM will-gxetcise the care and skill expected of a prudent portfolio manager, and will
exercise its powers and duties in good faith and in accordance with its best judgment,
provided that it will not be liable for aiy loss suffered as a conseguence of any action taken
or omitted by it except loss resulting from jts own or its employees’ gross negligence, wilful
misconduct or lack of good faith.

WHAT QIM REQUIRES FROM YOU

Accoracy of Information. You confirm the accuracy and completeness of the personal information
disclosed to QIM from time 1o time; and acknowledge that such information will be rélied upon by QIM
in providing portfolié management services to you. You further agree and undertake to disclose to QIM
in writing, on a timely basis, any material changes that occur from time 1o time with your financial affairs,
investment profile or objectives;

Required Information. Prior to opening your account QIM and the Custodian will require certain
personal information from you including detaifs of your risk capacity and tolerance. This information will
require annual updating;.

Establishment of Custodial Contract. You will establish the Account with National Bank
Correspondent Network (NBCN) (the “Custodian™ or *National Bank” or “MBCN™) satisfactory to QIM
on such terms and conditions that as are-agreed between you and the Custodian. You agree {o execute all
documentation required by the Custodian with respect to establishing the Account, and to forward to the
Custodian funds and/or securities to-establish the Account. ‘The Account will be held by the Custodian in
trust or in a custodial agency capacity. for you, pursuant lo the terms of the document(s) executed by you

-and the Custodian;

Authorization. You direct and authorize QIM to exercise its discretion as porifolic manager in
determining appropriate trades for the Account, and to arrange for the effecting of trades of securities for
the Account; on behalf of you, on the basis of such determination.

Fees for lnvestment Management Services, The “Fee Based” accoum(s) is 8 diseretionary account
structure that allows the client to pay for financial advice and services with a regulsr fee, rather than
paying commissions. Clients pay a pre-determined fee that is charged on a monthly basis throughout the
year, The Investment Management Fee will be calculated either:

*  In accordance with the Fee Schedule disclosed below, which may be amended by QIM upon
ninety {90) days writlen notice to you, based upon the net asset value of the Account as at the
close of business on the last day of the immediately preceding calendar month, exclusive of
applicable brokerage commissions and custodial/administrative fees; or

*  Asyou and QIM may agree.

You direct and suthorize the investment managemeny fees payable to QIM héreunder to be withdrawn,
when due, from the Adcount ot from any othier account in respect of which you and QIM have entered
into an Investment Management Agreement. The Investment Management Fees may also be payable by
way of payment made directly to QIM,

In addition to these fees, you also pay fees 1o NBCN for transactional services, which are attached to this
agreement (NBCN Fee Schedule), and may be detailed based on account type.
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Fee Stbedule. The investment management fée is a flat fee, charged monthly, based on your total asset’s
under administration not subject to exclusion as follows:

Portfolio Size: QIM: NBCN
L Custodial Fee:

375,600-150,000 1.65% 4 05%
$150.000-500,600 11.45% 05%
$500,000-5$1,000,000 1.3% 05%
$1.000,000-83,000,000 | 0.9% 05%

1 $3,000,000-85,000,000 _ | 0.8% 05%

1 $5,000.000+ Negotiable | Nepotiable

Exclusions. QIM will NOT charge the Investment Management Fee on term certificates of on mutual
funds (mutual funds that pay a service commission), In other words, we will not allow an undisclosed
situation where we earn double compensalion (investment management fee plus other fees or
commissions).

Q1M and QBC, Your Fortfolio Manager under this agreement (Jan Quigley) also operates under the trade
nzme Qube Benefit Consuiting Inc., or*QBC”. Both QBC and lan Quigley are registrants under the
Alberta and B.C. Insurance Couricil and suthorized to consult and sell insurance products.

¢  Any product or service provided to you, related directly to securities held in your custodial
account {NBCN), has been provided to you by Qube Invesiment Management Inc. and is
regulated by the relevant Provincial Securities Commission;

*  Any product or service that is provided to you and it is not directly related to a security held in
your custodial account (NBCN); has been provided to you by Qube Benefit Consulting Inc. and
regulated by the relevant Provincial Insurance Council.

Confidentiality. Unless authorized by you, QIM agrees not to disclose or appropriate to its own use, or
to the use of any third party at any time diring or subsequent to the term of this Agreemient, any of your
confidential information of which. it becomes informed during such period, except ss required in
connection with QIM’s performance of this Agreement, or as otherwise provided herein, or as required by
a court or governmental authority. Unless instructed otherwise in writing, QIM may disclose such
information to any of*

*  The representative or fism responsible for referring you to QIM;

¢ Other account holders in any group of accounts of which the Account is a member and which
are managed as a group by QIM;

* The Custodian of your Account and any third party that provides accounting, record keeping
or other tlient-related administrative services; and

»  Such other third party as you may agree in writing,

Term. The term of this Agreement will commence on the date hereof and will continue until terminated
by either QIM or you upon ninety (90) days prior written notice to the other party. For greater certainty,
receipt by QM snd/or the Custodian of accepiable account transfer documentation, whether written of
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electronic; may, in the sole discretion of QIM be deemed to constitute effective wrilten notice of
termination of this Agreement. You retain the right to cancel this Agreement at any time upon ninety (50)
days written notice as described in this clause.

Death or Ineapacaty This Agreement will continue in full force and effect notwithstanding vour death
or- incapacity, and in such circumstances, QIM will continue to have the cbligations and authority

provided herein until this Agreement is terminated upon ninety (90) days wriften nofice by your personal
representative,

Termination. This Agreement can be terminated upon ninety (90) days written notice by yourself or
your personal représentetive,

Fairness ia Allocations. QIM confirms that in the event ihat securities are putchased for the accounts of
more than one client of QIM and an insufficient number of securities are available to satisfy the purchase
order, thie securities available will be allacated to the extent possible pro rata to the size of your-accounts.
taking into sonsideration your investment plan,

Referral Fees. You acknowledge that QIM may pay a portion, of the fees which it receives pursuant {o
this Agreement to ancther person, firm or corporation in consideration for having referred you to QIM,
and that you consent to the payment of such a fee by QIM, Jt is illegal for the party receiving the fee to
trade or advise in respect of securities if it is not duly licensed or registered under applicable securities
legisiation to provide such advice. Separate or additional disclosure of referral fee arrangements-may be
provided where appropriate, or where required by law,

‘Voting Securities. You direct and authorize QIM to exercise in its sole discretion; on behalf of you, any
voting rights attached to any of the securities in the Account. QIM will enstre that your securities will be

~voied in a’‘manner most in your best interests, and in accordance with our proxy voting policy, which is
available upon request.

Sharing of Information. New federal and provincial legislations requice that clienits are informed, and
approve, of what happens to personal information that is held by a third. party, The purpose of this
legislation is to protect personal information collected, and preserve client privacy. As you are aware
QIM Benefit Consulting Inc. {QBC) provides financial planning services while QIM manages your
investments, We believe that we can properly help you achicve your goals only if we are aware of your
financial situation in its entirety. Allowing us to share this information between these affiliated companies
engbles us ‘to, for example, develop a comprehensive financial plan, or recommend tax-pianning

strategies. By signing this agreement, you agree 1o the sharing of information with respect to your
Account, between QBC and QIM.

L;:va‘raging. Using borrowed soney to finance the purchase of securities involves gréater visk. than a
purchase using cash resources only. (f you borrow money to purchase securities, your responsibility to

répay the Joan and pay interest as required by its terms remain the same even if the value of the securities
purchased declines.
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ELECTRONIC DELIVERY OF DOCUMENTS

From time to time, QIM may electronically delivery documents relating 10 your Account, The types of
documents, which may be delivered electronically, are:

L4

Quarlerly and Ad Hoc Client Statements:

*  Quarterty Newsletier and mailings:

Client agreements and related documents; and

Other Client Communication af Manager's discretion,

*

Access to internet email is required to access documents electronically and it is the client’s responsibility
1o notify QIM and ensurc confirmalion of the notilication of a chanpéd or cancelled cmail address.
Documents distributed electronically will be distributed in Adobe's Porftable Docunient Format (PDF) or
other commercially available sofiware, Al clients have the right 1o request a paper copy of any
documents delivered electronically at wo cost. Your consent for electronic delivery may be revoked or
changed, including any change in the election mail address to which documents gve delivercd-at any time
by notifying QIM of such revision or revoration,

DISPUTE RESOLUTION

We have created a process for dealing with complaims that we believe is both effective and efficient. We
expect every QIM employee who receives a customer complaint 10 {ake ownership. and ensure that the
complaint is resolved guickly. If vou have n complaint. we encourage you 1o follow the complaint
procedure sutlined here,

* lnnost cases. a complaint is resolved simply by telling us about it You should be able to got
swill resulls by talking 1o our employees.

it the problem is nol resolved to. your satislaction. you can contacl QIM's Chief Compliance
Officer — 1an Quigley. 780-463-2688 jun@qubeconsulting.ca of in writing 10 200, 9414 94 Sireet,
Edmonton AB T6C 3P4, '

Failing 10 obtain resoluion above, we are Bappy to offer o disputé resolution service m our cost.

You-may alsd wish o contact our outside fegal ahd regulatory toonsel,

*  Regulatory: David McKellor, TA. Calgary, AB. Phone (403) 4653077, Emails
david@davidmekellar.com.

*  Legul: Don Campbell. L1.B. 2337 Wharton Blvd., Winnipeg MB R2YOT3, Phone (204) 883-
1053, Email: de faw@@show.ca,

THE LEGALITIES
Limitation of Lisbility. You release QM froiw Jiubility in respew of the appointment of the Custodian,

‘ncluding but pot Himited 1w any loss or damage that may resull from dbe Failure of the Cistodian o sebie
or ta cause 10 be settled irades of securities on the basis ofinstructions given by QiM.

4%
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Assignment. Subject to these terms, you may not sell, assign, transfer or hypothecate any rights or
interest created under this Agreement or delegate any of ifs obligations or dities under this Agreement
‘without the prior written consent of QIM. Any prohibited assignment or delegation without such consent
will be void.

Further Assurances, The parties hereto agree to perform any further acts and to execute and deliver any
further documents, which may be necessary or appropriate to carry out the purposes of this Agreement.

Severability. If any provision of this Agreement is held to be unenforceable, invalid or illegal by any
court of compefent jurisdiclion, such enforceable, ‘invalid or illegal provisions will not affect the
remainder of this Agreement,

Eotire Agreement. The parties agree that this Agreement (along with any addenda) constitutes the entire
and exclusive agreement between them pertaining to the subject matter contained jn it and supercedes all
prior or contemporaneous agreements, oral or written, conditions, representations, warranties, proposals
and understandings of the parties pertaining to such subject matter.

Laws, Except as required by applicable seécurities law or as otherwise provided in this Agreement, this
Agreement and all rights and obligations hereunder, including ‘matters of construction, validity and
performance, will be governed by the laws of the Province of Alberts: If any legal action or other
proceeding is brought for the enforcement of this Agteement, or because of an alleged dispute, breach,
default or misrepresentation in.connection with any of the provisions of this Agreement, the successful or
prevailing party or parties will be entitled to recover from the other party or parties hereto reasonable
lawyers” fees and other costs incurred in connection with that action or proceeding in addition to any
aother relief to which such party or parties may bs entitled.

Enurement. The provisions of this Agreement enure to the benefit of and are binding on the suecessors
and permitted assigns of each of the parties.

Waiver. Failure of either party to insist upon strict compliance with any of the ferms, covenants and
conditions hereof will not be deemed a waiver or relinquishment of any similar right or power hereunder
at any subsequent time or of any othier provision of this Agreement,

Amendment. The térms of this Apreement may be amended by QIM upon-ninety days written notice.

English Language. 1t is the express wish of the parties that this Agreement and all documents, notices
and other communications relating to the operation of the Account be in English. Il est de la volonte
expresse des parties que cé catitrat et tous les documents, avis et autres communications qui concement
*operation du Compte soient redigés en langue anglaise,

Notices. Any notices required or permitted to be-given to You under this Agreement will be sufficient if
in writing and if sent-by prepaid mail to your fast known address on file with QIM. Any written notice
given by you to QIM under this Agreement will be sent to ts head office address, which is:

s 200, 9414 - 91 Street, Edmonton, Alberts, T6C 3P4,
Your signature below indicates your approval and acceptance of:
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* Your consent to share your personal infonmation. within our affiliate QBC and your receipt of our
privacy policy attached heretd in**Addendum A™;

»  Acceptance of this Invesiment Management Agrcement, its terms and conditions including the.
custedial transaction and fee schedule;

+ The receipt of your lnvesinienl Policy Statement (IPS) and your acknowiedgemem it was
explained o your sdtislaction,.

*  Your receipt and understandmg, y of the “Relationship Disclosure™ hereto in *Addendum B™;

*  Youracceptance of electromc delivery of'documents o the email address noted below;

You may withdraw your mnscni for the sharing of information at any umc by contacting the QIM
Privacy Officer ai (780) 463»2688~538" or by email al ian@qubeconsulting.ca

tan @aybe carsy /)lwc; e

Cmmi Address*fér Electronic. Dnhvery

Email Address for Electranic Delivery

Joint Appliciin

ian ng!ey, MB -

Be Investment Management Ine.
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Addendum A: Qube Investment Management Privacy Policy

The Piitpose of Our Privacy Policy

in keeping with our mission to provide personalized investment strategies designed to meet the wealth objectives of
you and your family, with an absolute commitment fo honesty and integrity, Qube Investment Management Ine.
thereafler called “QIM™) bas drafted this document io inform you how we safeguard the information you provideto
us.

Safeguarding your confi dentiality and protecting your personal and financial information has always been
furdamental to the way we conduct our business. We have always been comimnitted to- mammmng the-accuracy,
confidentiality, and secority of your personal and fingnoial information. A< part of this commitmient, we have
eitablishied this Privacy Policy Document to govem our aclions as they relate 1o the use of the information you
provide 1o us.

‘The Purposes for Collecting Personal Information _

We are Inthe business of maintaining & long-term relationship with you, We secognize that an important aspect of
our-relationship is having comprehensive knowledge of you and your needs. Knowing more about your family, the
mssets yob hold eisewhere, your financial poals, retirement plans, tex situstion, trusts, will and estate plans, ete.,
ensiwes thiit we thoroughly uriderstand yaur goals and objectives. 1t also helps us identify your financial needs; and
enables us 1o recomniend investment solutions that can help yvou realize your goals and manage your financial affaits
more effectively.

QIM will identify the purpose(s) for which your personal information Is-collected. The pmpose(s) will be identified
before or at the time the information is collected. The primary type of information is personal and financisl
information. 'We use your personal and financial information to communicate with you, process apphcauons and
sffectively provide the services you have requested. The better we know you, the better we can help you achieve
your financial goals.

Accountability

QM is responsible for maintaining and protecting your information under our control. Fhis intludes.information in
our physicaf custody or-contrel, as weli as personal information that has been transferred to a third party as pari of
sur -ongoing business operations. To ensure accountability, we have a designated Privacy Officer who is
‘gccoyntable for our-company’s complisnce with this privacy policy.

Cansent.of the Individual

Your knowledge and consent are required for the collection, use or disclosure of your information: except where
requifed of permitted by law. "We will not ask for your consent unless we have made a reasonable effort to inform
you of the purposes for which we witl be collecting, using endior disclosing your personal information,

Your. consent may be expressed in writing or be implied and you may give it to us verbally, electionically, or
through your authorized répresentative. You may withdmw your conseni at any lUme by contacting QIM’s
“designated Privacy Officer. If consent were to be revoked or withdrawn, QIM may be unable to provide ceitain
services,

Limits on Collection
The information we obtain from you will be limited to those details required hy QIM to conduct our-business
effectively. This information will always be collecied by fair and lawful nicans.

The type of information we ususlly collect and maintain in your client file may include:

1. Personal
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Information provided on personal account applications or other forms such as names, mailing addresses, telephone
numbers, email addresses, social jnsurance numbers, dates of birth, photosopy of driver’s licerise or passport,
employment information, spousal information, beneficiary information, estate planning, financial and net worth
information as well as banking detalls. Information about investments and previous investment experience, assets
and types of accounts currently held, and transactions, such as account balances, trading aclivity, margin loans and
payment history.

2. Corporate

!nformr,ztibn provided on corporate account applications or other forms such es, corporation name, corporation
muailing address, corporation phone number, corporste email address, Name(s) of Owner(s), Officer(s) and
Director(s} of the corporation, Anicles of Incorporation, CCRA business number, trading resclutions, history of the
company and any restrictions on the corporation, if it is publicly held. In addition, we will collect the same types of
information we obtain from our personal clients for each divector or officer of the corporation,

Limits on Use, Disclosure snd Retention

Your personal information collected by QIM will not be used or disclosed for purposes other than those for which it
was collected, except with your informed consent or as required by Jaw. This information will be retained as jong as
necessary for the fulfillment of those purposes.

We only use your personal information for the purposes that we have disclosed to you. If for any reason your

information is required to fulfill a different purpose, we will nolify you and ask you for your consent before we
proceed,

. As 8 coridition of their employment, all employees of QIM are required 1o abide by 3 Code of Ethics and Standards
of Professional Conduct amd the Privacy Policy we have established. Ia addltion, all employecs must abide by ali
appiicable laws and rcgulations, Our employées are aware of the importance of protecting your privacy and
confidentiality and they are required to sign a code of conduct that prohibits the disclosure of your information to
unnuthorized individuals or parties. To reinforce their understanding and commitment to upholding client privacy
and confidentislity, employees periodically receive updates about our privacy policies.

Unauthorized access to and/or disclosure of your personal information by an employee of QIM Is strictly prohibited.
All employees are expected 1o mainfain the confidentiality of your personal information at all times and failing to do
so will result in appropriate disciplinary measures, which may Include dismissal.

QIM sometimes contracts with outside orpanizations to pevform specinlized services such as custody of securities
and record keeping. Our trusted service suppliers may at times be responsible for processing and handling some of
the information we receive from you. When we contract our suppliers to provide these specialized services, they are
given only the information necessary to perform those services. Additionally, they are prohibited from storiag,
analyzing or using thet information for purposes other than to carcy out the service they have been contracted to
provide. Our specialized service suppliers are bound by strict contractual obligations that have been designed to
protect the privecy and security of our clients' personal infosmation, As part of our contract agresments, our
suppliers and their employees are required to protect your information in a manner that is consistent with the privacy
policies and practices that QIM has esinblished.

However, from time to time, yeu the client may wish others i¢ have access {0 your information. Unless otherwise
notified, we assume your accountant (accounting firm) and/or lawyet (law firm) will be authorized to access refevant
information on your file for legal and/or tax planning purposes.

Safeguarding Customer Information

QIM will ensure that your personal information will he protected by security safeguards sgainst loss or theft,
unauthorized disclosure, copying, use or modifization. These safeguards will be approprizie i the sensitivity level
of the information. We safeguard your personal information by using state-of-the-an technologies and maintain

9
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current security standards 10-en$ure that all your personal and financial information is protected sgainst unsuthorized
access, disclosure, inappropriste alteration or misuse.

We msnage our server environment appropnateiy and our-firewall infrastructure is strictly adhered to. Our secutity
practices are reviewed on a reguler basis and we routingly employ current fechnologies to ensure that the
confidentiality and privacy of your information is not-comproniised.

Openness

QM will make readily dvailable afl refevait information aboit dur policies and practices relating to the
mansgement of your pmonal mfotmaﬁon We: beheve ‘that'openness and fransparéncy are essential to ensure your
trust,

Accuracy

AL QIM, the investinent decisions we make dre oﬂen based on the information we have inour files, Therefore, it is
important thal yeur personal sind: financial:information is sccurate and complete. To help s keep your personal
information up-to-date, we encourage ybu lo anjend inattusacies and make corrections as often as necessary.
Despite our best efforts, errors sometimes do oocur, Should you identify any incorrect or out-of-date inforiation in
your file(s), we will make the proper changes and provide you with 8 copy of the comected information. Where
appropriate, we will communicate these changes o other parties who may have ummentmnaily received incorrect
information from us,

Atcess:
Upoa request, you shall be informed of the existence, use and disclosure of your personal information, .and shall be

given sccess toit. You may chalienge the accuracy: and-completeness of their information, and may request that it
be amended, tfnppmpnate

To make a-change to your pemonal contagt information contained in your file, please call us at 780-463-2688 or
contict our Privacy Officerat'same, privacy@qubeconsuhmg ea or at:

- Qube Investment Mansgement e, 200; 9414:91 Swueer; Edmonton, AB T6C 3P4

Updating this Policy
Any changes to otr privacy policy and information-handling practices shall be acknow!edgcd in this policy in a
timely manner. ‘'We may add, moéiﬁy or reniove pomcns of this policy when we fect it is appropriate to'do so,

Conflict
Shouid there be 2 conflict betweéen any other QlM document or policy and this Policy, this Policy shail prevail,
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Addendum B: Qube Investment Management Inc. (‘QIM’) Relationship
Disclosure

Overview

s important that clienis understand whiat parties afe involved in their accounts and how these parties are related 10
each other. The purpose of this disclosure s to clarify the parties related to your account.

Yaur Portfolio Manager

Qube Investment Mmagement ine. (QIM) is the registered portfolio manager on your account. QIM is irrevocably:
Jidhle to you, and will continuz to be lisble to you, for the acts and omissions of your investment advice. relating to
your investment aceotnt. QM will be responstble for determining the suitability of your investmants rélative 10

-your Investment Policy Statement (IPS) and insuring the appropriste supervision is preformed for all trading activity
in:your azcount,

Your Custodias

National Bank Compﬂndem Neswork (NBCN) is the custodian-of your account. In this regacd and, for
accounting and régulatory purposes, -you are -slso a client of NBCN: With respect to any transactions on your
accbunt, NBCN lisvesponsible for trade execution and settlensent, custody of cash and securities, the preparation.of
confirmation and account statements-and the financing of any account positions.

Our Affiliate Quibe Beiefit Consulting (“QBC")

Your Porfolio: anager- under this agreement (Jan Quigley) also operates ander the trade name Qube Benefit
Consulting Inc.; or *QBC”. Both QBC and lan Quigley are repistrants under the Alberta and B.C. Insirance
Couacil and amhonzed fo consdult and sell insurange products.

*  Any product or-sérvice provided 1o ‘you, related directly 10 securities held in your custodial sscount
{NBUCN), has beeni providled to-you by Qube lnvestment Management Inc. and is regulated by the relévant
Provincial Securities Commission;

Any product or service that is provided to you and it is not directly related to a security held in your

custodial aceoum {NBCN), has Besn provided 1o-you by Qube Benefit Consulting Inc. and regulated by the
relevist Provincial Insurance Council,

BAE
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Baxter

fiar K Rcialosh
Aszgeiate Generai Counsel,
Corpuoraie & Secunitios

November 16, 2015

V1A ELECTRONIC MAIL AND FEDERAL EXPRESS

Qube Investment Management Inc.

200 Kendall Building

9414 91 Sireat NW

Edmonton, AB T6C3P4

Attention: Tan Quigley (an@ qubecconsulting.ca)

Re: Rule 14a-8 Propasal
Dear Mr. Quigley;

On November 4, 2015, we received a letter from you daled October 28, 2015 requesting
that Baxter International Ine. (“Baxter” or the “Company™) include a proposed resolution
on behall of Qube Investment Management Inc. (“Qube”) addressing audit engagements

in its proxy materials for Baxter's 2016 annual meeting.

We are requesting information regarding Qube’s eligibility to submit this proposal.
Unless satisiaction of the ownership requirements of Rule 14a-8, as described below, can
be deimonstrated within the proper time frame, we will be entitled to exclude this
proposal from the proxy materials for Baxter's 2016 annual meeting.

As you know, in‘order to be cligible to include a proposal in the proxy materials for
Baxter's 2016 anniual meeting, Rule 14a-8(h)(1) states that a shareholder must have
eontinpously held ai least $2,.000-in market vilue, or 1%, of Bagter's common stock (the
clags of secwities entitled 1o vole on the proposal at the meeting) for at least e year a3
of the date the proposal is submitted, and the shareholder must continge to hold those
securities through the date of the meeting. The shareholder must also submit a written
statement that such sharcholder intends to continue bolding the securities through the date
of the annual meeting.

While the proposal was subiinitied by Qube, the prool of ownership that Qube submiticd
appears e indicaie that Qube is not, in fact, the awner of the Baxter shares listed. The
ownership verification accompanying Qubc’s proposal states that Qube holds 280 Baxier
shavex “through its clieints™ and that Qube ik “an investument management firm that hag
been selup with the authority 1o submit shareholder proposals and exercise proxies on
behalf of their elients.” Towever, the prool of ownership-does not reflect ownership of
i cconomic stake in Baxter shaies by Qube. Although Qube might be authorized (o vote
Basier Intenational ing,

(e Daster Paskpay/ Diycfield, Mling AODIS
1240453000
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Qube Investiment Management, Inc.

Baxter shares and 1o purchase or sell Baxter shares on behalf of its ciients; Qube has not
demonstrated that it is the owner of the shares with an economic interest m the shares
specified in the proof of ownership. The proof of ownership does not, therefore, establish
that Qube is a “sharcholder” eligible to submit the proposal.

Tothe extent that Qube seeks 4o rely on its clicnts’ ownership of Baxter shares to
establish its own eligibility to submit the propesal, Qube must demonstate in writing that
it has an.cconomic interest inthe sharces beld ia its clicnts’ aceotts, In addition, Qube
must demonstrate that it can represent that the shares held in those aceounts will continue
to be held through the date of Baxter's 2016 zunual meeting of shareholders. To
establish that it has the ability to make this representation, it is Buxter’s view that Qube
must provide written evidence that it has sole investment power over its clients’ accounts
and that Qube’s clients may ot withdraw their shares Trom Qube’s investment authority
prior to the date of Baxter's 2016 annual meeting. These tequircments are not satisfied
by the copy of the investment management agreement between Qube and you that you
provided as an example.

1f Qube intends instead:to cstablish its ownexship of Baxter shares other than the client-
owned shaies listed in the proof of ownership, Qube must, pursuant to SEC Rule 14a-
&(b)(2), provide a written statement from the record holder of the shares verifying that
Qube hay continually held, apart from the shares owned by Qube’s clients in managed
accounis, the required amouint of Baxter common stock for at Jeast one year as of the date
of the submission of the proposal. Qube must also submit a statement of its intertion to
hold those shares through the 2016 annual meeting. The SEC recently made clear i iis
Staff Legal Bulletin No. 14G (*SLB [4G™) that it views a “proposal’s date of submission
as the date the proposal is postmarked or transmitted electronically.”™ As such, Qube's
proof of ownership must demonstrate the required ownership for the entive one-year
period preceding and including October 28, 2005, We have attached 1o this lettér a copy
of 81.B 14G for your ¢onvenience.

1 Qube neither owns nor has an economic interest in the shares veferenced in the proof of
pwnership, we believe that in order for the proposal to be properly submitted, Qube
and/or the shareholder owning the Baxter shares rust provide the following written
docamentalion to Baxier;

1. the identity of the sharcholder that owns the requisite Baxter shares;

[ )

~ evidence that the shareholder had authorized Qube to submit the propesal on the

shareholder's hehalf as.of the date the praposal was subminied (October 28,
2013y

proof of the shareholdér's ownership of Baxter shares [or the one-year period
preceding and ineluding the date the praposal was submitted (October 28, 2018)
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in the manner described above for Qube, but with respect 1o ownership by such
shareholder (f.e., & writién statement from the “record™ bholder of the shates
beneficially owned by such shareholder verifying that, on the date Qube
submitted the proposal, such shareholder had continuously held, for at least one
year as of October 28, 2015, the requisite amount of Baxter stock); and

4. dwritten statement that the sharcholder mtends wo continue to hold the requisite
number of shares through the date of the 2016 annual meeting.

SEC Rule 14a-8(f) requires that the requested proof of ownership and corresponding

statement of intention 1o retain the shares must be provided no later than 14 calendar days

from the date of receipt of this letter. If no such proof or statement is provided in the
required time fraime, the proposal will be excluded from our proxy statement. Your
response.must’be postmarked, or transmivted electronically, no later than 14 ¢alendar.
days from the date of receipt of this letter,

‘Smc&x ely

é MM""”“«

&ﬁw {\ /(}/q n_;yr;f“r\,fk"

Hen K. Melntosh ,
As:,oglate General Counsel, Corporate & Securities

Ce:. David P. Scharf

Anac__:hmcnt

Page 3



Sharenoider Proposals Page 1 of 5
gelof

dome | Provieas Page

'S

. Securities and Exchange Commi

Division of Corporation Finance
Securities and Exchange Commission

Shareholder Proposals

Staff Legal Bulletin No. 134G (CF)
Action: Publication of CF Staff Legal Bulletin
Date: October 18, 2012

Summary: This staff legal bulletin provides information for companies and
shareholders regarding Rule 14a-8 under the Securities Exchange Act of
1934, ‘

Supplementary Information: The statements in this bulietin represent
the views of the Division of Corporation Finance (the “Division”). This
bulletin is not a rute, regulation or statement of the Securities and
Exchange Commission {the “Commission”), Further, the Commissiop has
neither approved nor disapproved its content,

Contacts: For further information, please contact the Division's Office of
Chief Counsel by calling (202) 551-3500 or by submitting a web-based
request form at bttps://tts. sec.gov/egi-bin/corp_fin_interpretive.

A. The purpose of this bulletin

This bulletin is part of a continuing effort by the Division to provide
guidance on important issues arising under Exchange Act Rule 14a-8.
Specifically, this bulletin contains information regarding:

» the parties that can provide proof of ownership under Rule 143-8(b)
{23{0) for purposes of verifying whether & beneficial owner is eligible
to subrmit a proposal under Rule 14a-8;

= the manner in which companies should notify proponents of a failure
to provide proot of ownership for the one-year period required under
Rule 142-8(b)(1); and

= the use of website references in proposals ahd supporting
statemants,

You can find additional guidance regarding Rule 14a-8 in the foliowing
butleting that are available on the Commission’s website: SLB No. 14, SLB
No, 148, SLEB Na, 148, SLE No, 14C, SLB No, 14D, SLB No. 14E and SLB
N, 14F.

B. Parties that can provide proof of ownership under Rule 14a-8(b)
(2){(¥) for purposes of verifying whether a beneficial owner is
etigible to submit a proposal under Rule 14a-8

https:Aveww.see. goviinterps/legal/efsibl dg hium 672008
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1. Sufficiency of proof of ownership letters provided by

?f;iiiates of DTC participants for purposes of Rule 14a-8(b}(2)
¥

To be eligible to submit a proposal under Rute 14a-8, a shareholder must,
amang other things, provide decumentation evidercing that the
shareholder has continuously held at least $2,000 in market value, or 1%,
of the company’s securities entitled to be voted on the proposal at the
shareholder meeting far at least one year as of the date the shareholder
submits the proposal. If the shareholder is a beneficial owner of the
securities, which means that the securities are held in book-antry form
through & securties intermediary, Rale 14a-8(h){(2){i) provides that thig
documentalion can be In the form of a “writlen statement from the ‘record’
holder of your securities (usually a broker or bank)._.”

In SLB No. 14F, the Division described its view that only securities
intermediaries that are participants in the Depositary Trust Company
("DTCY) should be viewed as "record” holders of securities thal are
depaosited at DTC for purposes of Rule 14a-8(b)(2){i), Therefore, a
beneficial owner must obtain a proof of ownership letter from the DTC
participant through which its securities are held al DTC in order Lo satisfy
the proof of ownership requiremants in Rule 14a-8,

During the most recenl proxy season, some companies questioned the
sufficiency of proof of ownhership letters from entities that were not
themselves DTC participants, but were affiliates of DTC participants.t By
virtue of the affiliate relationship, we belleve that a securities intermediary
holding shares through its affiliated DTC participant should be in a position
to verify its customers’ ownership of securities, Accordingly, we are of the
view thal, for purposes of Rule 14a-8(b){2)(1), a proof of ownership letter
from an affiliate of a DTC participant satisfies the requirement to provide a
proaf of ownership letter from a DTC participant,

2. Adequacy of proof of ownership letters from securities
intermediaries that are not brakers or banks

We understand that there are circumstances in which securities
intermediaries thal are not brokers or banks maintain securities accounts In
the ordinary course of their business, A sharehoider who holds sacurities
through a securities intermediary thal is not a broker or bank ¢an satisfy
Rule 14a-8's documentation reguirement by submitting a proof of
ownership letter from that securities Intermediary 2 If the securities
intarmediary is not a OTC particpant or an atfiliate of 8 DTC participant,
then the shareholder will also need to obtan a proof of ownership letter
from the DTC participant or an affiliate of a DTC participant that can veérify
the holdings of the securities infermediary.

- €. Manner in which companies should notify proponents of a failure
to provide proof of ownership for the one-year period required
under Rule 14a-8(b)(1)

As discussed in Section C of SLB Mo, 14F, 3 common error in proof of
owrnership letters is that they do not verify a proponent’s beneficial
“ownership for the entire one-year period preceding and including the date
the proposal was submitted, as requirsd by Ruie 14a-8(b){(1). In some
cases, the letter speaks as of a date before the date the proposal was
subrnitted, thereby leaving a gap between the date of verification and the
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date the proposal was submitted. In other cases, the letter speaks as of a
date after the date the proposal was subrmitted but covers a pericd of only
one year, thus failing to verify the proponent’s beneficial ownership over
the required full ane-year period preceding the date of the proposal’s
subimission,

Under Rule 14a-8(f), if a proponent fails to follow one of the eligibility or
procedural requiremoents of the rule, & company may exclude the proposal
anly If it netifies the proponent of the defect and the proponent fails to
correct it. In SLB No. 14 and SLB No. 148, we explained that companies
should provide adequale detail about what a proponent must do to remedy
all eligibility or grocedural defects.

We are concerned that companies’ notices of defect are not adequately
describing the defects or explaining what a proponent must do to remedy
defects in proof of ownership letters, For exampie, some companies’ notices
of defect make no mention of the gap in the period of pwnership covered by
the proponent’s proof of ownership letter or other specific deficiencies that
the company has identified. We do not believe that such notices of defect
sérve the purpose of Rule 14a-8(f). ' '

Accordingly, going forward, we will not concur in the exclusion of a proposal
under Rules 14a-8(b) and 14a-8(fy on the basis that a proponent’s proof of
ownership does not cover the one-year period preceding and including the
date the proposat is submitted unless the company provides a notice of
defect that identifies the specific date on which the proposal was submitted
and explains that the proponent must obtain a new proof of ownership
letter verifying continuous ownership of the requisite amdunt of securities
for the one-year period preceding and including such date to cure the
defect. We view the proposal’s date of submission as the date the proposal
is postmarked or transmitted electronically. Identifying in the notice of
defect the specific date on which the proposal was submitted will help a
proponent better understand how to remedy the defects described above
and will be particularly helpful in those instances in which it may be difficult
for a proponent to determine the date of submission, such as when the
proposal is not postmarked on the same day it is placed in the mail. In
addition, companies should include copies of the pestmark or evidence of
electronic transmission with their no-action requests,

D. Use of website addresses in proposals and supporting
statements

Recently, a numiber of proponents have inclided in their proposals or in
their supporting statements the addresses to websites that provide more
information about their proposals. In some cases, companies have sought
to exclude cither Lhe website address or the entire proposal due to the
reference to the websile address.

In SLB No. 14, we explained that a reference to a website address in a
proposal does not raise the concerns addressed by the 500-word limitation
in Rule 14a-8(d). We conlinue to be of this view and, accordingly, we will
continue to count a3 websile address as one word for purposes of Rule 14a-8
{d}. To the extent that the company seeks the exclusion of a website
reference in 3 praposal, but not the proposal itself, we will continue to
follow the guidance stated in SLB No. 14, which provides that references lo
website addrasses in proposals or supporting statements could be subject
to exclusion under Rule 14a-8(i)(3] if the information contained on the
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website is materially false or misleading, irrefevant to the subject matter of
the pr%posa? or otherwise in contravention of the proxy rules, including Rule
14a-9.

In light of the growing interest in including references to websile addresses
in proposals and supporting statements, we are providing additional
guidance on the sppropriate use of website addresses in proposals and
supporting statements.4

1. References to website addresses in a proposal or
supporting statement and Rule 14a-8(i)(3)

References to websites in a proposal or supporting statement may raise
concerns under Rule 14a-8(1)(3). In SLB No. 148, we stated that Lhe
exclusion of a proposal under Rule 14a-8{1){3) as vague and indefinite may
be appropriate if neither the shareholders voting on the proposal, nor the
company in implementing the proposal (if adopted), would be able to
determine with any reasonable certainty exactly what actions or mieasures
the propasal requires. In evaluating whether a pruposal may be exdiuded
on this-basis, we consider only the information contained in the proposal
and supporting statement and determine whether, based on that
information, shareholders and the company can determine what actioris the
praposal seeks,

If a proposal or supporting statement refers to a website that provides
infarmation necessary for shareholders and the company to understand
with reasonable certainty exactly what actions or measutes the proposal
requires, and such information is not also contalned in the proposal or in
the supporting statement, then we believe the proposal would raise
concerns under Rule 142-9 and waould be subject to exclusion under Rule
14a-8(i){3) as vague and indefinite. By contrast, if shareholders and the
company can understand with reasonable certainty exactly what actions or
measures the proposel requires without reviewing the information previded
on the website, then we believe that the proposal would not be stibject to
exclusion under Rule 14a-8(1j(3) on the basis of the reference ta the
website address. In this case, the information on the website only
supplements the information contained in the proposal and in the
supporting statement,

2. Providing the company with the materials that will be
published on the referenced website

We recognize that if a proposal references a website that is not apgrational
at the time the proposal Is submitted, it will be impossible for a company or
the staff to evaluate whether the website reference may be excluded. In
our view, a reference to a non-operational website in a proposal or
supporting statement could be excluded under Rule 14a-8(i)(3) as
rrelevant to the subject matter of a proposal. We understand, however,
that a propoanent may wish to include a reference (o a website containing
informatian related to the proposal but wait to activate the website until 1t
hecames clear that the proposal will be included in the company's proxy
ratefials. Therefore, we will nat concur that a reference to a website may
be excluded as irrelevant under Rule 14a-8(i}(3) on the basis that it is not
yet operational if the propanent, al the time the proposal is submitted,
provides the company with the materials that gre intended for publication
on the websité and a ropresentation that the website will becorme
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operational at, or prior to, the time the company files its definitive proxy
materials,

3. Potential issues that may arise if the content of a
referenced website changes after the proposal is submitted

To the extent the information on 3 website changes after submission of a
proposal and the company believes the revised information renders the
website reference excludable under Rule 148-8, 3 company seeking our
concurrence that the website reference may be excluded must submit a
letter presenting its reasons for doing so, While Rule 14a-8(]) requiies a
company to submit its reasons for exclusion with the Corhimission no later
than BO calendar days before it files its definitive proxy materials, we may
concur that the changes to the referenced webslte constitute “good cause”
for the company to file its reasons for excluding the website referenge after
the 80-day deadline and grant the company’s request that the 80-day
requirement be waived,

e o SR R . S wow T s ot [

% Ary entity is an “affiliate” of a DTC participant if such entity directly, or
indirectly through one or more intermediaries, controls or is controlied by,
or is under common control with, the DTC participant.

2 Rule 14a-8(b)(2){i) itself acknowledges that the record holder is "usually,”
but not always, a broker or bank.

4 Rule 14a-9 prohibits statements in proxy materials which, at the time and
in the light of the circumstances under which they are made, are false or
misleading with respect to any material fact, or which omit to state any
material fact necessary in order to make the sraternents not false or -
misleading. :

4 A website that provides more information about a shareholder proposal
may constitute a proxy solicitation under the proxy rules. Accordingly, we
remind shareholders who elect to include website addresses in their
proposals to comply with ali applicable rules régarding proxy solicitations.

http://www.sec.gov/interps/legal/cfsibl4ag. tm
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QUBE

19 Navember 2015

Elen K. Mclntosh

Associate General Counsel, Corpurate & Securities
Baxter Intemational Tnc.

One Baxter Parkway

Decriield, 1. 6oms

RE: Shareholder .Prbposal Submission
Dear Ms. Mclntosh:

Thank-you for your response ro the submission of aur shareholder proposal. We believe that
the opportunity to dialogue with fellow shareholders is a fundamental right of ownership and
a healthy mechanism to maintain transparency and accountability with management. This
process also encourages shareholders to become informed and engaged. Healthy sharcholder
engagement is key to maintaining an efficient public mavket and the prevention of costly

scandal{s).

In your response to our proposal, you have identified a number of technical and procedural
matters that we are willing to respond to in this letter. We respectfully disagree with your
position(s) and continue to assert that our submission is qualified for inclusion in the
upcoming AGM proxy. We wish (o also conununicate disappointment with your approach.
You have attempted, in aur opinion, to greatly complicate ihe process and to Create echnical
harriers blocking this fundamental right.  Simply put, one should not require a Ph.D. in
corporate law to be an engaged sharcholder

In your response you identified a number of issues as follows:

. Rule 14a-8(h}{1) = Share Ownership, Rule 1qa-8Ub)) staies that a sharcholder must

have comtinuorusly held ar teast $2.000 in market value, or 1% of common shares, for at
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Jeast one year as of the date that the proposal is submitted, and the shareholder musi

continue to hold thosd securities through the date of the annual general meeting. The

sharcholder must alsa submit a written stateraent that such shareholder intends o

continue holding the securities throupgh rhe date of the annual general meeting.

You haveé taken the position that our Investment Management Agreement (IMA) does

ror authorize us o represent our cllents with regards to sharcholder propusals. We

disagrec,

s

Our Investment Management Agreement (IMA] states that we are authorized
to act on behaif of our investors by offering pordolio management services and
allowing us o perform these services without requiring continuous approval to
do s (see page 1), A portfelio manager has a respansibility to act as a fiduciary
for its chients, @ vy we take seriously. This duty includes engaging with the
companies we select for our clients, voting the proxies and submitting proxy
proposals. Ifrequired, we welcame comment from the SEC on this,

Further, within Qube's own household accounts, we hold the requisite share
positions te fadfill this requirement and, should the SEC require it are happy o
provide explicl confirmation of this to you.

You have asked for more explicit shaveliolder authorization from us. We do
not believe this is pecessary nor within the spirit of the regulations.
Nonetheless, we are prepared to provide addicional signed communication
from any of our 175 investors shoulkd the SEC require it. Please note that the
client does not decide if they will hold the shares through to the date of the
shareholder's meeting, as they have provided us with discretionary authority to
manage thelr positions. We have provided confirmation of this intention in
var original subimission, '

Cusiodial rechnieal verification hgs heen provided, from g qualified DTC
participant, within the parameters reguired by the SEC. You are asking for an
mordinare and teehnical expanson of this verfication, Your reguirements pur
ar unddo strain o our rustodian and we helteve create an unfair barrier 1o the

submission of o proposal. Novctheless, should ohe SEC require i, we are



prepared to have our custodian generate and communicate the additional

details of ownership you have requested.

§ trust this has satisfied your queries. Please let me encourage you to consider another tact.
The public markets require sharcholder attention and engagenent and, while less comfortable
for management, attempting to bar this activity with endless techmcal requirements and brute

opposition discourages the very thing we all want: healthy, stable, accountable and efficient

markets, We welcome a more productive and positive approach should you consider it

Sincerely, -

¥

é

lan Quigley, MBA 2=

Qube Investment Management Ing,

S o
.

ce. James McRitehie, CorpGov.net
ce. Peter Chapman, Shareholder Association for Research & Education



