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Sun Life BlackRock Canadian Composite Equity Fund

This annual management report of fund performance contains financial highlights but does not contain the complete financial
statements of the investment fund. You can request a free copy of the annual financial statements by calling 1-877-344-1434,
by sending an email to us at info@sunlifeglobalinvestments.com or by writing to us at Sun Life Global Investments (Canada)

Inc., 150 King Street West, Toronto, Ontario, M5H 1)9. Our financial statements are available on our website at
www.sunlifeglobalinvestments.com and on SEDAR at www.sedar.com. All of the financial information is calculated based on
the pricing Net Asset Valuation for the investment fund, unless otherwise stated.

Unitholders may also contact us using one of these methods to request a copy of the investment fund’s proxy voting policies
and procedures, proxy voting disclosure record or quarterly portfolio disclosure.

MANAGEMENT DISCUSSION OF
FUND PERFORMANCE

Investment Objective and Strategies

The fundamental investment objective of Sun Life BlackRock
Canadian Composite Equity Fund (the “Fund”) is to seek
long-term capital appreciation by replicating, to the extent
possible, the performance, net of fees, of a broad and
recognized Canadian equity market index (the “Index”). The
Fund invests directly in equity securities included in the Index
and/or may achieve exposure to some or all of the Index by
investing in exchange-traded funds, mutual funds or
derivatives that are correlated to the performance of the
Index.

The Fund’s sub-advisor is BlackRock Asset Management
Canada Limited (the “sub-advisor”). The sub-advisor invests
directly in the securities included in the Index and/or may
achieve exposure to some or all of the Index by investing in
exchange-traded funds, mutual funds or derivatives that are
correlated to the performance of the Index. The Fund
rebalances on a quarterly basis based on changes to the
underlying Index, or more frequently if warranted by market
conditions.

Risk

There were no changes in the Fund’s investment objective or
strategy during the period which materially impacted the
overall level of risk in the Fund. The risks associated with
investing in the Fund remain as outlined in the Fund’s
Simplified Prospectus.

Results of Operations

During the period, the net asset value of the Fund increased
from $586.9 million to $836.7 million. The increase in net
asset value was due to positive net sales, as well as positive
performance during the period.

During the period, the Fund returned 21.0% for Series | units.
This result was in line with the Fund’s benchmark, the S&P/
TSX Capped Composite, which returned 21.1%. Please refer to
the ‘Past Performance’ section of this report for more details.

Canadian markets made strong gains in the first half of the
period. The S&P/TSX Capped Composite Index was one of
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the best performing indexes in developed markets. The gains
were mostly stable with a few notable drawdowns in early
May and a strong recovery. This was followed by weakness in
June, although the month made a small bounce in the last
week to end positive on a total return basis.

The S&P/TSX Composite Index continued to accelerate its
gains in the fourth quarter of the period, adding another
4.5%. The largest contributions came from the Financials and
Energy sectors whilst the Materials and Healthcare sectors
were the weakest in the quarter. Within the Financials sector,
the main drivers of performance came in the last two months
as strong earnings numbers drove stocks higher. Within the
Energy sector, stocks exhibited fairly large swings within the
quarter as macroeconomic drivers had the effect of moving
the entire sector throughout the quarter.

Recent Developments

The main macroeconomic driver for the Energy sector was
the highly anticipated Organization of the Petroleum
Exporting Countries (“OPEC”) meetings. Markets were quick
to move on any rumour making headlines but in the end, oil
production cuts were agreed to, most notably by Saudi
Arabia and Russia. Analysts were quick to caution that the
U.S. shale producers with the ability to quickly ramp up
production could throw a wrench into the mix.

During the fourth quarter, Donald Trump won the U.S.
Presidential election, surprising markets and pundits alike. On
a platform of increased fiscal spending, tax reforms, and an
emphasis on putting U.S. employees first, the so called
‘Trump Trade’ saw a regime shift take place in the markets
with surprising speed. Immediate effects felt in Canada were
related to Industrials with exposure to U.S. building projects
rising, whilst exporting industries like Forestry falling (due for
a potential renegotiation of Canada/U.S. trade agreements).
Some of these immediate moves would revert slightly, but
market participants overall saw a regime switch and rotation
in leadership in the markets. The U.S. Dollar saw large gains.
Bond investors were subject to large swings in rates as U.S.
Government expectations for rate hikes rose.

Related Party Transactions

Sun Life Global Investments (Canada) Inc. (the “Manager”) is
the manager, trustee and portfolio manager of the Fund.
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The Manager is responsible for the provision of all general
management and administrative services required by the
Fund in its day-to-day operations, including providing or
arranging for the provision of investment advice,
bookkeeping, recordkeeping and other administrative
services for the Fund.

As trustee, the Manager holds legal title to the Fund’s
investments in trust for unitholders. For its services, the
Manager receives a management fee that is calculated as a
percentage of the average net asset value of the Fund. This
fee is calculated daily and payable monthly.

As portfolio manager, the Manager is responsible for
managing the investment portfolio of the Fund directly or
through sub-advisors. The Manager has retained BlackRock
Asset Management Canada Limited to act as a sub-advisor
for the Fund.

The Manager is an indirect wholly owned subsidiary of Sun
Life Financial Inc.

During the year, the Manager relied on the approval of the
Fund’s Independent Review Committee (the “IRC”) to enable
the Fund to purchase equity securities and non-exchange
traded debt securities of Sun Life Financial Inc. (“SLF”), the
ultimate parent of the Manager. In accordance with the IRC’s
approval, before the Fund purchases debt securities of SLF,
the Manager is required to ensure that the investment
decision (i) is made free from any influence of SLF and does
not take into account any consideration relevant to SLF;

(i) represents the business judgment of the Manager
uninfluenced by considerations other than the best interests
of the Fund; (iii) is in compliance with the Manager’s written
policies and procedures relating to the transaction; and

(iv) achieves a fair and reasonable result for the Fund.

Fund Administrative Expenses

The Manager pays certain of the operating expenses of each
Fund (the “Administration Expenses”) in return for a fixed
administration fee paid to the Manager by each Fund
(“Administration Fee”). The Administration Fee is based on the
net asset value of each series of the Fund. The Administration
Expenses include, but are not limited to, record keeper fees,
accounting, audit and legal fees, bank and interest charges,
safekeeping and custodial fees, taxes, administrative and
systems costs, costs of reports to investors, prospectuses
and other disclosure documents, regulatory filing fees
(including those incurred by the Manager) and trustee fees
for registered plans. The amount of this charge is disclosed as
a fund administrative expense in the Fund’s Statement of
Comprehensive Income found in the annual financial
statements (audited).

Each Fund also pays certain operating expenses directly (the
“Fund Costs”). Fund Costs include: borrowing costs incurred
by the Fund from time to time; costs in connection with

portfolio transactions; fees and expenses payable to or in
connection with the Fund’s Independent Review Committee
(“IRC”); taxes payable by the Fund; and the costs of
complying with any new regulatory or legal requirement
imposed on the Fund. Each Fund allocates Fund Costs
proportionately among its series of units. The Fund Costs
that are specific to a series of units are allocated to that
series. These amounts are paid out of the assets attributed to
each series of units of the Fund, which reduces the return
you may receive.

Series Description

The Fund offers Series | units only. The date of creation for
Series | units was April 15, 2011. Series | units are special
purpose securities that are currently only available to other
mutual funds and eligible institutional investors. Series | units
are not sold to the general public. Each Series | investor
negotiates its own management and advisory fee that is paid
directly to the Manager.

FINANCIAL HIGHLIGHTS

The following tables show selected key financial information
about the Fund and are intended to help you understand the
Fund’s financial performance from the date of inception to
December 31, 2016.

The Fund’s Net Asset Value per Unit ()0

Sun Life BlackRock Canadian Composite Equity
Fund — Series |

2016 2015 2014 2013 2012
) I C I O I O I O

Net asset value, beginning of period ~ 9.35 1047 999 9.14 8.68
Increase (decrease) from operations:

Total revenue 030 030 030 029 0.27
Total expenses - - - - -
Realized gains (losses) for the period ~ (0.02) (0.07) 0.26 0.02 (0.07)
Unrealized gains (losses) for the

period 169 (1.15) 051 087 0.66

Total increase (decrease) from
operations'? 1.97 (0.92) 1.07 1.18 0.86

Distributions:

From income (excluding dividends) (0.03) - (0.02) (0.02) (0.01)
From dividends (0.26) (0.26) (0.25) (0.29) (0.17)
From capital gains - - (0.30) (0.03) -
Return of capital - - - - -
Total annual distributions® (0.29) (0.26) (0.57) (0.34) (0.18)
Net asset value, end of period 11.02 9.35 10.47 9.99 9.13

U This information is derived from the Fund's audited annual financial statements.
@ Net Assets and distributions are based on the actual number of units outstanding at
the relevant time. The increase/decrease from operations is based on the weighted
average number of units outstanding over the financial period.

(3

Distributions were paid in cash, reinvested in additional units of the Fund, or both.

Comparatives prior to 2013 are prepared in accordance with Canadian Generally
Accepted Accounting Principles (“Canadian GAAP”). Figures subsequent to 2013 are
prepared in accordance with International Financial Reporting Standards (“IFRS”).
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Ratios and Supplemental Data®

Sun Life BlackRock Canadian Composite Equity
Fund — Series |

2016 2015 2014 2013 2012

Total net asset value (S)“) 836,698,772 586,909,772 541,994,717 385,972,485 341,157,243
Number of units outstandmg“) 75,924,893 62,791,704 51,760,195 38,638,615 37,325,505
Management expense

ratio (%)(2’ - - - - -
Management expense ratio

before waivers or

absorption (%) - - 0.05 0.04 0.09
Trading expense ratio (%)° 0.01 0.01 0.01 0.03 0.10
Portfolio turnover rate (%) 6.37 5.20 16.92 9.84 10.03
Net asset value per unit ($)" 11.02 9.35 10.47 9.99 9.14

O This information is provided as at December 31 of the period shown, as applicable.

@ Management expense ratio is based on total expenses (excluding broker
commissions and other portfolio transaction costs) for the stated period and is
expressed as an annualized percentage of daily average Net Asset Value during the
period. Prior to 2015, the Manager of the Fund waived some of its management fees
and/or absorbed some expenses that would normally be charged to the Fund.

@

The trading expense ratio represents total commissions and other portfolio
transaction costs expressed as an annualized percentage of daily average Net Asset
Value during the period.

@ The Fund's portfolio turnover ratio indicates how actively the Fund’s portfolio
manager manages its portfolio investments. A portfolio turnover ratio of 100% is
equivalent to the Fund buying and selling all of the securities in its portfolio once in
the course of the year. The higher a Fund’s portfolio turnover ratio in a year, the
greater the trading costs payable by the Fund in the year, and the greater the
chance of an investor receiving taxable capital gains in the year. There is not
necessarily a relationship between a high portfolio turnover rate and the
performance of the Fund.

s

Percentages are annualized.

© " Comparatives prior to 2013 are prepared in accordance with Canadian GAAP. Figures
subsequent to 2013 are prepared in accordance with IFRS.

Management Fees
There is no management fee charged to the Fund.

PAST PERFORMANCE

The indicated rates of return are the historical annualized and
annual compounded total returns including changes in unit
value and reinvestment of all distributions and do not take
into account sales, redemption, distribution or optional
charges or income taxes payable by any unitholder that
would have reduced returns. Mutual funds are not
guaranteed. How a fund performed in the past does not
necessarily indicate how it will perform in the future.

Year-by-Year Returns

The following bar chart shows the Fund’s annual performance
for the period shown. The chart shows, in percentage terms,
how much an investment made on the first day of each
financial year would have grown or decreased by the last day
of each period.
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Series | Units — Annual return for the period ended
December 31, 2016
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* for the period of April 15, 2011 to December 31, 2011.

Annual Compound Returns

The following table compares the historical annual
compound total returns of Series | units of the Fund with the
S&P/TSX Capped Composite Index.

The S&P/TSX Capped Composite Index covers approximately
95% of the Canadian equities market, and has been the
primary gauge for Canadian-based, Toronto Stock Exchange-
listed companies since 1977.

The Series | units underperformed the benchmark since
inception and over the past year but performed in line with
the benchmark over the past five years and over the past
three years.

Performance

1Year 3 Year 5Year 10 Year Start Date!”

Sun Life BlackRock
Canadian Composite

Equity Fund — Series | 21.0% 7.1% 8.2% N/A 4.8%
S&P/TSX Capped
Composite Index 21.10%  7.0%  8.2% N/A 4.9%

U The performance start date for Series | units was April 15, 2011,
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SUMMARY OF INVESTMENT PORTFOLIO!

as at December 31, 2016

Top 25 Investments

Percentage of

Net Asset Value

Holdings of the Fund (%)
1 Royal Bank of Canada 6.6
2 The Toronto-Dominion Bank 6.0
3 The Bank of Nova Scotia 4.4
4 Suncor Energy Inc. 3.6
5 Canadian National Railway Co. 3.4
6 Bank of Montreal 3.1
7 Enbridge Inc. 2.6
8 TransCanada Corporation 2.6
9 BCE Inc. 2.5
10 Canadian Natural Resources Ltd. 2.3
11 Manulife Financial Corp. 23
12 Canadian Imperial Bank of Commerce 2.2
13 Brookfield Asset Management Inc., Class A 1.9
14 Sun Life Financial Inc. 1.6
15 Canadian Pacific Railway Ltd. 1.4
16 Alimentation Couche-Tard Inc., Class B 1.3
17 TELUS Corp. 1.2
18 Barrick Gold Corp. 1.2
19 Magna International Inc. 1.0
20 Potash Corporation of Saskatchewan Inc. 1.0
21 Agrium Inc. 0.9
22 Waste Connections Inc. 0.9
23 Rogers Communications Inc., Class B 0.9
24 National Bank of Canada 0.9
25 CGI Group Inc., Class A 0.9
56.7

Total Net Asset Value (000’s) S 836,699

Sector Allocation

Percentage of

Net Asset Value

of the Fund (%)

Financials 34.8
Energy 20.6
Materials 11.9
Industrials 8.7
Consumer Discretionary 5.0
Telecommunication Services 4.8
Consumer Staples 3.8
Utilities 3.0
Real Estate 2.9
Information Technology 2.7
Cash and Cash Equivalents? 1.3
Health Care 0.5
100.0

0 All information is as at December 31, 2016. The summary of investment portfolio
may change due to ongoing portfolio transactions of the Fund. You may obtain
quarterly updates to these holdings free of charge by calling us at 1-877-344-1434,
visiting our website at www.sunlifeglobalinvestments.com or by sending an email to
us at info@sunlifeglobalinvestments.com.

@ Cash and Cash Equivalents, for the purpose of this chart, includes other assets less
liabilities.

p | 4

Forward-Looking Statements

This management report of fund performance may contain
forward-looking statements about the Fund, including its
strategy, results of operations, performance and condition.
Forward-looking statements include statements that are
predictive in nature, or that depend upon or refer to future
events or conditions. They are based on current beliefs,
expectations and projections about future events and are
inherently subject to, among other things, risks, uncertainties
and assumptions about the Fund and various economic
factors. Many factors could cause the Fund’s actual results,
performance or achievements to be materially different
from any future results, performance or achievements that
may be expressed or implied by such forward-looking
statements. These factors could include, among other
things, general economic, political and market factors,
including interest and foreign exchange rates, business
competition, technological changes, changes in government
regulations or in tax laws. Although the forward-looking
statements contained in this report are based upon what
management currently believes to be reasonable
assumptions, the Manager cannot assure current or
prospective investors that actual results, performance or
achievements will be consistent with these forward-looking

” o« ” o« ” o«

statements. The words “may”, “could”, “would”, “should”,
“believe”, “plan”, anticipate”, “expect”, “intend”, “forecast”,
“objective”, and similar expressions are intended to identify

forward-looking statements.

Annual MRFP | Sun Life Global Investments



Sun Life BlackRock Canadian Composite Equity Fund

You can find more information about each Fund in our Annual Information Form, and each Fund’s management report of fund
performance and financial statements, once available. These documents are incorporated by reference into this document, which
means that they legally form part of this document just as if they were printed as part of it.

For a free copy of these documents, call us toll-free at 1-877-344-1434 or ask your advisor. These documents and other information
about the Funds, such as information circulars and material contracts, are also available at www.sunlifeglobalinvestments.com or
www.sedar.com.

Sun Life Global Investments (Canada) Inc.

150 King Street West, Toronto, Ontario, M5H 1)9
Telephone: 1-877-344-1434 | Facsimile: 416-979-2859
info@sunlifeglobalinvestments.com
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