William Slair

ESG Integration: A More Holistic View

As an active manager whose heritage is built on rigorous, fundamental analysis,
environmental, social, and governance (ESG) considerations have long informed

William Blair Investment Management’s investment decisions.

ESG factors are inextricably linked with our fundamental assessment of the quality
of corporate management and potential for sustainable value creation.

We believe there is a link between off-balance-sheet risk factors and a company’s
financial performance. And we believe integrating financially material ESG factors
alongside traditional financial metrics in our fundamental research provides a
holistic assessment of corporate risk and opportunities that aligns with our pursuit
of superior risk-adjusted returns.

Our Approach

Because ESG analysis is integrated into our investment process, it is not new to us.
But we continue to evolve, striving to be more intentional with our ESG integration.
Highlights include:

¢ We embed ESG analysis in our existing teams: We do not have a separate
ESGresearch team.

¢ We go beyond third-party ratings.

¢ Our investment professionals address potential ESG risks and opportunities by
systematically integrating financially material ESG factors in their fundamental
company research.

¢ This assessment is guided by a proprietary industry materiality framework.

¢ Building on this materiality framework, we apply a qualitative ESG ratings system,
ranking companies from 1 (leader) to 5 (laggard).

¢ We leverage company engagement and proxy voting in pursuit of maximizing the
long-term value of securities we hold in our portfolios.

e We have broadened ESG integration across our investment teams, including U.S.
equity, global equity, and emerging markets debt.
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Our ESG Focus

Climate change, natural
resource stewardship, pollution
and waste management

Human capital management,
customer well-being, supply chain
management, community relations

Board composition, minority
shareholder treatment,
management incentives,
corporate culture



Our Commitments

William Blair Investment Management
2021 PRI Scores
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Corporate

Direct—Fixed Income— * % &k * &k

Securitized

Scores range from 1 star to 5 stars. Per 2021 PRI Assessment Report. See our PRI
Transparency Report, and review the PRI assessment methodology.

¢ United Nations-Supported Principles for Responsible
Investment (PRI) signatory since 2011

* Member of the IFRS Sustainability Alliance, Emerging
Markets Investors Alliance, International Corporate
Governance Network, Climate Action 100+, and the U.S.
Investor Stewardship Group

 Signatory of the UK Stewardship Code, Japan
Stewardship Code, and Korea Stewardship Code

1990 to Present
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Our Results
¢ 95% of our global equity and U.S. growth and core equity
strategies have a lower carbon footprint than their
respective benchmarks as of June 30, 2022, based on
MSCT’s Carbon Portfolio Analytics tool.!
* 67% of our global equity and U.S. growth and core equity
strategies had higher MSCI ESG quality scores than their
respective benchmarks as of June 30, 2022.2
¢ On afirmwide level, we also focus on being good citizens:
= Supporting the communities where we work and live
has always been at the core of William Blair’s culture.
We invested $3.6 million in our communities in 2021
to nearly 2,000 charities. Our employees invested $4.6
million to the same organizations and nearly doubled our
impact through the firm’s employee match programs.

= We are committed to creating a culture based on
diversity and inclusion where our colleagues feel
confident to be themselves and know that their voices
and perspectives will be heard and valued.

= Environmental sustainability is a priority. Ninety
percent of our total square footage is LEED or
BREAM-certified, including our global headquarters,
which was built and designed to LEED gold standards.

1 Carbon footprintbased on a portfolio’s carbon emissions per million dollars invested.
2 MSCI ESG quality scores are calculated using the weighted average of the scores
of portfolio holdings. Scores are based on MSCI ESG ratings and also consider
rating trend of holdings and portfolio exposure to holdings in the laggard category.
MSCI ESG ratings measure a company’s exposure to industry-material ESG
risks and its ability to manage those risks relative to peers.

Portfolio holdings are based on each strategy’s representative account.

Certain information © 2022 MSCI ESG Research LLC. Reproduced by permission;
no further distribution.

Our Heritage Our Commitments Our Evolution

+ Investment philosophies and + UN-PRIsignatoryin 2011 » Formalized ESG oversight (director of
processes naturally aligned with « Formalincorporation of ESG sustainable investing)
sustainable investing principles considerations in the research process - Developed proprietary materiality framework
» Search for quality focused » External data sources and integration » Launched proprietary ESG scores
on governance in our research platform Summit + Expanded ongoing investment team training

sessions with industry experts—example
topics include climate risk, governance, and
executive compensation


https://ctp.unpri.org/dataportalv2/transparency
https://ctp.unpri.org/dataportalv2/transparency
https://www.unpri.org/randa-updates/updated-2021-assessment-methodology-now-available-on-the-pri-website/10410.article

ESG Case Studies

Snack Food Manufacturer

We have engaged with management of a structurally
growing snack nuts and seeds company in China to better
understand their views of what ESG factors are material
to their business.

The company is switching its manufacturing plants from
coal to natural gas, consistent with China’s broader effort
to reduce its reliance on coal. Management also talks
consistently about protecting its labor force by making
investments in production to ensure worker compliance
and safety.

Given the materiality of food safety, we requested that
the company take measures to formalize supply chain
oversight with policies and enforcement. We have been
encouraged by management’s receptivity to our feedback.
These discussions are ongoing.

Sustainable Decking

Our research analysts identified a global composite
decking manufacturer as a leader in its industry based
on environmental best practices. The company uses
recycled materials, both wood and plastics, to create its
composite decking.

That means forests do not need to be depleted so
consumers can have decks. The company also estimates
thatin 2021 it diverted more than 1 billion pounds
combined of polyethylene film from landfills and reclaimed
wood for use in the production of its composite decking.

In doing so, it is a key enabler of a circular economy.
Moreover, the use of recycled inputs is a key driver of Trex’s
cost advantage, allowing the company to offer lower-price
composite decking and accelerate share gains from wood.
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Sample ESG Data We Collect and Report
We capture and monitor ESG ratings and company
engagement activity in Summit, our research platform.

e Proprietary ESG research and ratings:
company and portfolio level

e Third-party ESG ratings and data

¢ Company engagement activity

Here are additional ESG measures we report.

¢ Carbon footprint vs. portfolio benchmark
= Carbon Emissions/Per Million Invested
= Carbon Intensity
= Weighted Average Carbon Intensity
e Third-party ESG ratings, portfolio vs. benchmark
¢ Engagement highlights
e Proxy voting activity

Carbon Emissions Trend of Current Holdings

200

180

160

140

120 Carbon Footprint
100
250

tCOZ% Per Million Invested

tCO%

2012

M Portfolio

Carbon Emissions/ Carbon Intensity Weighted Average
Per Million Invested Carbon Intensity

M Portfolio I Benchmark

Forillustrative purposes only.
Notintended to represent any particular William Blair portfolio or strategy.
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Important Disclosures

This material is provided for information purposes only and is not intended as investment advice, offer, or a recommendation to buy or sell any particular security or product.

This material is not intended to substitute a professional advice on investment in financial products and any investment or strategy mentioned herein may not be appropriate

for every investor. Before entering into any transaction each investor should consider the appropriateness of a transaction to his own situation and, the need be, obtain independent
professional advice as to risks and consequences of any investment. William Blair will accept no liability for any direct or consequential loss, damages, costs or prejudices
whatsoever arising from the use of this document or its contents.

The inclusion of Environmental, Social and Governance (ESG) factors beyond traditional financial information in the selection of securities could result in a strategy’s performance
deviating from other strategies or benchmarks, depending on whether such factors are in or out of favor. ESG analysis may rely on certain criteria to eliminate exposures found in
similar strategies or benchmarks, which could result in performance deviating.

Any discussion of particular topics is not meant to be complete, accurate, comprehensive, or up-to-date and may be subject to change. Factual information has been taken from
sources we believe to be reliable, but its accuracy, completeness or interpretation cannot be guaranteed. Information and opinions expressed are those of the author and may not
reflect the opinions of other investment teams within William Blair. Information is current as of the date appearing in this material only and subject to change without notice. This
material may include estimates, outlooks, projections and other forward-looking statements. Due to a variety of factors, actual events may differ significantly from those presented.

Past performance is not indicative of future results. Investing involves risks, including the possible loss of principal. Equity securities may decline in value due to both real and
perceived general market, economic, and industry conditions. Investing in foreign denominated and /or domiciled securities may involve heightened risk due to currency fluctuations,
and economic and political risks, which may be enhanced in emerging markets.

This material is distributed in the United Kingdom by William Blair International, Ltd., authorized and regulated by the Financial Conduct Authority (FCA), and is only directed
atand is only made available to persons falling within articles 19, 38, 47, and 49 of the Financial Services and Markets Act of 2000 (Financial Promotion) Order 2005 (all such
persons being referred to as “relevant persons”). This material is distributed in the European Economic Area (EEA) by William Blair B.V., authorized and supervised by the Dutch
Authority for the Financial Markets (AFM) under license number 14006134 and also supervised by the Dutch Central Bank (DNB), registered at the Dutch Chamber of Commerce
under number 82375682 and has its statutory seat in Amsterdam, the Netherlands. This material is only intended for eligible counterparties and professional clients. This document
is distributed in Australia by William Blair Investment Management, LLC (“William Blair”), which is exempt from the requirement to hold an Australian financial services license
under Australia’s Corporations Act 2001 (Cth). William Blair is registered as an investment advisor with the U.S. Securities and Exchange Commission (“SEC”) and regulated

by the SEC under the U.S. Investment Advisers Act of 1940, which differs from Australian laws. This document is distributed only to wholesale clients as that term is defined under
Australia’s Corporations Act 2001 (Cth). This material is distributed in Singapore by William Blair International (Singapore) Pte. Ltd. (Registration Number 201943312R),

which is regulated by the Monetary Authority of Singapore under a Capital Markets Services License to conduct fund management activities. This material is intended only for
institutional investors and may not be distributed to retail investors. This material is not intended for distribution, publication, or use in any jurisdiction where such distribution

or publication would be unlawful.

Certain information contained herein (the “Information”) is sourced from MSCI ESG Research LLC, or its affiliates or information providers (the “ESG Parties”). The information
may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis for or a component of any financial instruments or
products or indices. Although they obtain information from sources they consider reliable, none of the ESG Parties warrants or guarantees the originality, accuracy and /or
completeness, of any data herein and expressly disclaim all express or implied warranties, including those of merchantability and fitness for a particular purpose. None of the MSCI
information is intended to constitute investment advice or arecommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such,
nor should it be taken as an indication or guarantee of any future performance, analysis, forecast or prediction. None of the ESG Parties shall have any liability for any errors or
omissions in connection with any data herein, or any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of
the possibility of such damages. ©2022 MSCI ESG Research LLC. Reproduced by permission; no further distribution.

This document is the property of William Blair and is not intended for distribution or dissemination, directly or indirectly, to any other persons than those to which it has been
addressed exclusively for their personal use. It is being supplied to you solely for your information and may not be reproduced, modified, forwarded to any other person or published,
in whole or in part, for any purpose without the prior written consent of William Blair.

Copyright © 2022 William Blair. William Blair is a registered trademark of William Blair & Company, L.L.C.
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