


An alphabet soup: related terms, different focus
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Investing through an ESG lens involves considering many themes

SOCIAL PROGRESS

SOCIAL EQUITY EDUCATION HEALTH & CIVIC PRACTICES
WELLNESS

Community Development Education Technology Access to Healthcare Civic Engagement

Workforce Development Charter Schools Diagnostics and Detection ~ Anti—Corruption

Economic Access Student Loan Financing Population Health Arts & Culture

Affordable Housing Prevention

Drug Discovery

ENVIRONMENTAL SUSTAINABILITY

BUILT ENVIRONMENT FOOD SYSTEMS ENERGY SYSTEMS LAND & WATER
Real Estate Efficiency Agriculture Renewable Energy Land Conservation
Energy, water, waste Food Processing Infrastructure Mitigation Banking
Sustainable Infrastructure ~ Health Food Retail Grid Innovation Sustainable Timber

Battery Storage
Y & Water Technology

Sustainable Transport
p Water Infrastructure



Applying a systems lens reveals interactions between portfolios and the economy to build future-proof

portfolios in the age of COVID-19

Portfolio
resilience

Social
resilience

Climate
resilience

Increased demand for online education
products and services, workforce
development

Access to affordable housing critical in
a recession

Healthcare solutions directly addressing
the crisis will be prioritized

Health measures necessitate
telemedicine services

ESG integration
Durable, sustainable cash flows

Resilient, flexible business models

Broadband internet infrastructure
investments needed to widen access

Heightened need for efficient, safe, and
reliable food supply chain

Property owners reduce costs by
increasing energy efficiency

Industrial efficiency and automation for
more nimble supply chains
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Investors are motivated by a multitude of factors in addition to financial returns

Sustained legacy

FAMILY and reflection of
values (beyond
philanthropy)
FOUNDATIO
N
Mission
alignment;
integrated
approach
ENDOWMEN
T
Regulatory
PENSION compliance
(UK, EU)

Inter—
generational
engagement and
alignment

Stakeholder
engagement (with
grantees, students,

faculty, alumni)

Constituent
alignment and
engagement
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Investing through an ESG and impact lens help tip the scale in our favor, and that of future
generations

Intelligent and thoughtful investing in impact and Proper integration of environmental, social, and governance
opportunity themes can enhance long—term value (ESG) factors can protect long—term value
Inequality

Human capital, entrepreneurship Poor governance

Technological innovation .
Resource scarcity

Social cohesi ) . .
oclal conesion Climate change, environmental degradation

Healthy markets \

’//

page | 5



Asset owners are catching on with surging growth of ESG investing

Sustainable Funds U.S. Quarterly Flows
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Estimated Quarterly Flows (USD Billions)

2009 2000 2010 2012 2013 2014 2015 2016 2017 2018 2019

Source: Morningstar Direct. Data as of 3/31/2020. Includes open-end and exchange-traded funds available to
U.S. investors. Includes funds that have been liquidated; does not include funds of funds

Source: Morningstar “Despite the Downturn, U.S. Sustainable Funds Notch a Record Quarter for Flows” published April 9, 2020 at
https://www.morningstar.com/articles/977328/despite-the-downturn-us-sustainable-funds-notch-a-record-quarter-for-flows



There are investable options at any point along the ESG and impact spectrum

NEGATIVE PROACTIVE THEMATIC
STRATEGY SCREENS TR SATTEN EXPOSURE HIGH IMPACT
_ _ Mitigates risks Aghleves .
SUMMARY Consistent with Targets sector alignment with
values Pursues specific equities mission
Opportunities Highly targeted
Firearms Environment Water . .
_ _ Renewable Climate Solutions
SECTOR Tobacco Diversity Eneray Education
EXAMPLES Coal Community
) Resource Place-Based
Tar Sands Relations EfﬁCiency

i

» Shareholder engagement can be applied strategically and tactically across
these investable options

» Each investor has their own approach to balancing investment & divestment



Investors have a variety of tools to engage with asset managers on ESG topics

Strategic Tactical

Clarify and prioritize issues in investment policy Send investment policy statement to managers
Establish governance Send ESG questionnaires to managers
Engage with coalitions, form partnerships Conduct ESG audit of underlying portfolio holdings

Participate in shareholder resolutions & vote proxies

Allocate capital to align with ESG policy



Engagement data on corporate disclosures on climate risk show room for improvement

- ESG risks include box ticking focused on policy and process or simply marketing and greenwashing

- ShareAction 2019 study showed large managers failing to support over 90% of climate change shareholder
resolutions despite being public endorsers of climate initiatives

Worst performers in ShareAction report: Quality of reporting on engagement activities®
Asset Member of key climate TCFD % Climate
Manager engagement initiatives 2 Supporter votes for
Capital Group No No 4.9%
T. Rowe Price No No 5.3%
Blackrock Yes Yes 6.7%
J.P. Morgan Yes Yes 6.7%
Vanguard No Yes 8.3%
Fidelity Yes Yes 9.3%
Wellington Yes Yes 9.8%

® Representative sample of engagement activities
® Some examples of engagement activities

® Disclosing only number of engagements

® No engagement-related disclosure

Asset owners have an opportunity to engage with managers on proxy voting decisions and deeper engagement efforts
with portfolio companies

1. Source: ShareAction, 2019: "Voting Matters: Are asset managers using their proxy votes for climate action?”. Analyzed votes across 65 shareholder resolutions linked to page | 9
climate change 2017-2019

2. Member of IIGCC, IGCC, AIGCC, CERES investor network on climate risk and sustainability or ShareAction’s Investor Decarbonization Initiative (IDI)

3. ShareAction, 2020: “Point of No Returns”



ESG investing and shareholder engagement are about rationalizing risk-adjusted returns,
investment philosophy, and investor values for long-term benefit

Portfolio
Risk/Return

Social and
climate
resilience

Investment
Philosophy
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