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This report reflects the views of the Covington & Burling LLP and Working IDEAL

assessment team, rather than the views of BlackRock. The assessment teamreliedin part on

data and representations provided by BlackRock’s management, employees, and third parties,

some of which the assessment team was not able to confirmindependently. The assessment
team did not investigate allegations of potential legal, regulatory, or policy violations.
Nothing in this report is intended to be a referral, recommendation, orendorsement of
BlackRock's investment advisory services or products. The materialin this reportis intended
forinformational purposes only and is not an offer orinvestment advice. Covingtonand

Working IDEAL understand that BlackRock intends to make this report publicly available, and
Covington and Working IDEAL have consented to such disclosure onthe basis set forth above.



1. Introduction

BlackRock, Inc. (“BlackRock” or “the firm”) is one of the world’sleading asset managers.
The firm aspires to “help more and more people experience financial well-being” by investing its
clients’ funds to help them meet their investment objectives.! Asdiscussed in greater detail
below, BlackRock provides arange of investment management and technology services to public
and private pension plans, insurers, institutions, endowments, universities, charities, family
offices, wealth managers, and individual investors worldwide.

In March 2021, BlackRock announced its 2021 Diversity, Equity, and Inclusion Strategy
(2021 DEI Strategy” or “Strategy”), amulti-year plan composed of three “pillars,” each of which
focusesona different aspect of BlackRock’s business: (1) BlackRock’s talent and culture (“Pillar
17); (2) BlackRock’s fiduciary and other activities (or, more broadly, its business operations)
(“Pillar 27);2 and (3) BlackRocK’s efforts to promote positive social impactsin underserved
communities (“Pillar 3”). The Strategy also includes commitments intended to advance
BlackRocK’s progresstoward the firm’s goals related to DEI and racial equity.

Shortly after this announcement, BlackRock reached an agreement with the Service
Employees International Union (“SEIU”) to voluntarily undergo aracial equity assessment,
becoming one of the first financial services firms to voluntarily undertake such a project. In
March 2022, BlackRock engaged former Attorney General Eric H. Holder, Jr. and a team from
Covington & Burling LLP (“Covington”) to review the steps BlackRock has taken to fulfill the
objectivesrelated to racial equity contained in the Strategy and to identify opportunities where
the firm could take further action to accomplish those objectives. Covington engaged Working
IDEAL, a leading DEI consulting firm, to assist in its review of BlackRock’s external DEI
initiatives (Pillars 2 and 3). Over the following months, Covington and Working IDEALformed
an assessment team and worked closely with subject matter experts and leaders at BlackRock to
understand the key components of the 2021 DEI Strategy and to identify potential opportunities
for continued progress toward the Strategy’s goals.

Thisreport contains Covington’s and Working IDEAL’s assessment of BlackRock’s
progressin the United States toward the goals contained in its 2021 DEI Strategy. It begins with
a description of the goals and methodology used to conduct the assessment, followed by
background on the asset management industry and racial equity, to provide context for the
challenges the 2021 DEI Strategy was intended to address. The report then provides an
overviewof BlackRock’s structure and the development of the 2021 DEI Strategy, followed by a
description of the Strategy’s three pillars. The discussion of each pillar begins with a summary
ofthe goals and the commitmentsrelated to it, followed by observations regarding BlackRock’s
progress toward those goals and related recommendations.

The assessment team concluded that BlackRock’s 2021 DEI Strategy is ambitious, with a
scope that extends beyond its internal workforce, and that while BlackRockhas notyet
accomplished all the goals set forth in the 2021 DEI Strategy, it has made progress toward many
of them.

1 About Us, BLACKROCK, https://www.blackrock.com/us/individual /about-us/about-blackrock.

2 BlackRocK's 2021 DEI Annual Reportrefersto Pillar 2 as “Our Roleasa Fiduciary”; however, the
operations captured in this pillar extend beyond BlackRock’s activities asa fiduciary.


https://www.blackrock.com/us/individual/about-us/about-blackrock

II. Methodology

BlackRockengaged the assessment team to determine what progress BlackRock has
made to fulfill the objectives contained in the firm’s 2021 DEI Strategy and to identify
opportunities where the firm could take further action to fulfill those objectives.

The assessment was focused on BlackRocK’s efforts to support racial equity within the
United States. For the purpose of this assessment, the assessment team relied on established
understandings of racial equity, which can be defined as a state in which people of all racial
backgrounds have accessto the resources they need to have a fair chance at success.3 Thisracial
equity framework acknowledges that many people of colorinthe United Statesface deeply
entrenched barriers to success, including racism, bias, and systemic and institutional barriers.

Understanding the extent to which racial equity hasbeen achieved at a company like
BlackRock, givenits size, scope of business, and role in the industry, isa complex question that
is not possible to answer in a single report or in an assessment conducted in approximately a
year’stime. The assessment team has considered available datarelated to the 2021 DEI Strategy
and its programs that provide insight into how they apply to, engage, or benefit non-white
internal and external stakeholders. The assessment team was not asked to address disparate
impactin legal terms, or to analyze economic impact in statistical terms. The recommendations
set forthin this report identify opportunities for BlackRock to analyze and understand its own
internal and external impacts, including through buildingits capacity for more robust and
detailed data tracking and analysis.

Because the catalyst for this assessment was a shareholder proposal requesting an
assessment of racial equity, the assessment team was not asked to evaluate BlackRock’s progress
on initiatives that focused on DEI in other areas, including gender, sexual orientation, veteran
status, or disability. Whenreviewing BlackRocKk’sracial equity strategy, the assessment team
stayed within the bounds of BlackRock’s existing initiatives. For example, Pillar 1 includes
initiatives related to racial equity that have focused onincreasing Black and Latinx 4
representation at the firm, as well as initiatives that focus on a number of other
underrepresented groups. The programs within Pillars 2 and 3 vary in their focus and definition
of diversity. For example, some programs focus on Native American, Black and Latinx
communities. Other Pillar 2 and 3 programs center on gender and socioeconomic status, in
additionto racial diversity. The assessment team was not asked to examine the diversity focus
of each program.

In conducting the assessment, the assessment team did not attempt to quantify the
impacts of BlackRock’s efforts on the overall state of racial equity in the United States. Rather,
as described above, the assessment team considered the extent to which BlackRock has made

3 Robert Livingston, How to Promote Racial Equity in the Workplace, HARv. BUus. REV. (Sept. 2020),
https://hbr.org/2020/09/how-to-promote-racial-equity-in-the-workplace; W.K. KELLOGG FOUNDATION,
ONE JOURNEY: RACIAL EQUITY, DIVERSITY & INCLUSION ATTHE W.K. KELLOGG FOUNDATION 15(Aug. 1,
2020), https://wkkf.issuelab.org/resource/one-journey-racial-equity-diversity-inclusion-at-the-w-k-
kellogg-foundation.html; Glossary for Understanding the Dismantling Structural Racism/Promoting
Racial Equity Analysis, ASPEN INSTITUTE, https://www.aspeninstitute.org/wp-
content/uploads/files/content/docs/rcc/RCC-Structural -Racism-Glossary.pdf.

4 This report uses theterm Latinx to referto individuals of Hispanic or Latin Americanoriginordescent,
for consistency with BlackRock’s own practices.


https://wkkf.issuelab.org/resource/one-journey-racial-equity-diversity-inclusion-at-the-w-k-kellogg-foundation.html
https://wkkf.issuelab.org/resource/one-journey-racial-equity-diversity-inclusion-at-the-w-k-kellogg-foundation.html
https://www.aspeninstitute.org/wp-content/uploads/files/content/docs/rcc/RCC-Structural-Racism-Glossary.pdf
https://www.aspeninstitute.org/wp-content/uploads/files/content/docs/rcc/RCC-Structural-Racism-Glossary.pdf

progress against the goals and commitmentsit set for itself and laid out in its 2021 DEI Strategy,
and additional steps BlackRock could take to accomplish those goals and commitments.

In the course of this review, the assessment team:

1. Conductedinterviews of over 110 BlackRock employees across a wide variety of
functions within the business, including individuals at different levels of
seniority. For example, the assessment team spoke to subject matter experts
across BlackRock’s business units, as well as senior leaders acrossthe firm;
members of the Global Executive Committee (GEC), BlackRock’s executive
leadership committee; members of the firm’s Global Diversity, Equity and
Inclusion Steering Committee (GDSC), which oversees the implementation of
BlackRock’s 2021 DEI Strategy; and members of BlackRock’s Board of Directors.

2. Held fiveroundtable discussions with members of BlackRock’s Employee
Networks and other employees of color, to obtain different perspectives regarding
the 2021 DEI Strategy directly from members of the workforce. The assessment
team spoke to members from six of BlackRock’s eight identity-based Employee
Networks: the Black Professionals & Allies Network (“BPN”), Women’s Initiative
& Allies Network (“WIN”), Ability & Allies Network (“ABN”), Asian & Middle
Eastern Professionals & Allies Network (“AMP”), SOMOS Latinx & Allies
Network (“SLN™), and the Out & Allies Network (“OUT”).5

3. Spokewith over 20 external stakeholders, including clients and participantsin
BlackRocKk’s Diverse Broker and Diverse Manager Programs and BlackRock’s
Diverse Supplier Initiative.

4. Organized listening sessions with more than 20 leaders and stakeholdersinthe
civil rights community, including organizations that are specifically focused on
the asset management sector, to solicit feedback on the assessment, gather input
regarding potential enhancementsto BlackRock’sinitiatives, and help inform
recommendations.

5. Reviewed awide variety of documents and data collected from BlackRock,
including company policies; client-facing materials; internal and external
reports and data; and requests for proposals (“RFPs”).

6. Conductedresearch onbest practicesfor promotingracial equity in the asset
management industry, and drew fromits own expertise based on Covington and
Working IDEAL’s prior work in this space.

5 The other two Employee Networks are the Families & Allies Networkand the Veteran & Allies Network.

6 The assessment team also reviewed BlackRocK's United States Equal Employment Opportunity
Statement and its Americas Equal Employment Opportunity, Non-Harassment and Retaliation
Prevention Policy. Eachofthese policies statesthat the firm does not discriminate against any employee
or applicantbecause ofrace (or any other protected status), and prohibits workplace harassment and
retaliation. BlackRock’santi-discrimination and anti-harassment policies are consistent with applicable
federallaw, and in some cases provide greater protections thanrequired under federal law.



The scope of the assessment team’s work did not include investigating BlackRock for
potential legal or regulatory violations or human rights abuses, and did not include an audit of
the firm’s financial statements. The assessment team relied upon data and representations
provided by BlackRock’s management and employees, members of BlackRock’s Board of
Directors, and third parties. The assessment team was able to independently assess some of the
information provided but was not able to independently assess all of the information provided.
Thisreport reflectsinformation and data provided by BlackRock and the opinions of the
assessment team based on a variety of sources but is not exhaustive of all possible sources of
informationthat may be relevant to an assessment.

Asthe assessment team evaluated BlackRock’s progress toward the 2021 DEI Strategy, it
remained mindful of the legal and regulatory parametersin which the firm operates. As
discussed in greater detail below, as an asset manager, BlackRock is charged with acting as a
fiduciary toits clients and is therefore obligated to act inits clients’best interests and avoid
conflicts of interest.” BlackRock views its current and future effortsin this space as aligned with
those obligations.

Although BlackRock’s 2021 DEI Strategy is set to continue beyond the end of 2023, this
report describes BlackRock’s progress toward the implementation of its 2021 DEI Strategy
through December 31, 2022, except where a different date is noted.

7 Missionand Principles, BLACKROCK, https://www.blackrock.com/corporate/about-us/mission-and-
principles.


https://www.blackrock.com/corporate/about-us/mission-and-principles
https://www.blackrock.com/corporate/about-us/mission-and-principles

III. Background

A. The Asset Management Industry and Racial Equity

Following the murder of George Floyd, anumber of the United States’ most prominent
corporations—including BlackRock and other leading asset managers—began to more closely
examine their practices and impacts on racial equity in the United States. Leading financial
services firms made public commitments to support DEI in their own workplaces and to
consider opportunities to address racial equity in their business practices and external
partnerships, and increased their support for shareholder proposals on DEI issues at other
companies.® By the end of 2021, however, it was clear that much remained to be done to achieve
racial equity in the industry. In December 2021, the U.S. House Committee on Financial
Servicesreleased areport detailing the DEI practices of 31 of the largest investment firmsin the
United States, which at the time collectively managed $47trillioninassets.? The report found
that people of color were underrepresented in executive-level management and on boards of
directors at these investment firms; that few, if any, dollars were spent with women-owned or
minority-owned vendors or brokerage firms; and that less than 4 % of the asset managers with
which the investment firms did business were minority-owned.!° A Knight Foundation study
found that in 2021, only 1.4% of assets under management in the United States were held by
asset management firms owned by women or people of color. !

Aspart of this assessment, the assessment team met with minority-owned businesses
who partner with BlackRock and with experts on efforts to promote diversity in asset
management, and both groups identified some key barriers to strengthening racial equity inthe
industry. They cited limited accessto capital to support firm formation and growth, and an
enduring misperception that doing business with Black-, Latinx-, Asian American-, and Native
American-owned firms required sacrificing financial performance. Inthe viewof some of these
firms and individuals, this bias is also a barrier to hiring people of color into asset management
roles and supporting their development and career pathinginto leadership.

BlackRockhasclearly articulated its viewthat asset management firms have the
opportunity to not only bolster the diversity of their own workforces and the asset management
sector, but to engage with public companies regarding the diversity of their workforces and
related disclosures; to expand investment opportunities, while maintaining a focus on
maximizing investment returns; and to engage with the communities that BlackRockservesto

8 Attracta Mooney & Madison Darbyshire, Race and Finance: A sset Managers Fail to Walk the Walk,
FINANCIALTIMES (Dec. 28, 2021), https://www.ft.com/content/59d8f7 c4-ccoe-41a4-b739-c43¢4195d592.

9 STAFF OF H. CoMM. FIN. SERV., DIVERSITY AND INCLUSION: HOLDIN G AMERICA’S LARGEST INVESTMENT FIRMS
ACCOUNTABLE, 117TH Cong. 3 (Dec. 14, 2021),
https://www.congress.gov/117/meeting/house/114307/documents/ HHRG-117-BA13-20211209-SD003-
U2.pdf.

0 Jd.

u A sset Management Industry Severely Lacking Diversity, New Knight Foundation Study Finds; Signals
Untapped Opportunity For Investors, KNIGHT FOUNDATION (Dec. 7,2021),
https://knightfoundation.org/press/releases/asset-management-industry-severely-lacking-diversity-
new-knight-foundation-study-finds-signals-untapped-op portunity-for-investors, .


https://www.ft.com/content/59d8f7c4-cc9e-41a4-b739-c43c4195d592
https://knightfoundation.org/press/releases/asset-management-industry-severely-lacking-diversity-new-knight-foundation-study-finds-signals-untapped-opportunity-for-investors/
https://knightfoundation.org/press/releases/asset-management-industry-severely-lacking-diversity-new-knight-foundation-study-finds-signals-untapped-opportunity-for-investors/

grow economic opportunity in communities of color. BlackRock’s 2021 DEI Strategy is the
firm’s response to these opportunities.

B. About BlackRock

BlackRockis an American multinational investment management company. Founded in
1988, it is the world’s largest asset manager, with over $8.5 trillion in assets under management
(YAUM”), and approximately 19,800 employees, including over 8,800 employees in the United
States as of December 31, 2022.12 The firm has70 offices worldwide, includingin North
America, South America, Europe, the Middle East, Africa, and the Asia-Pacificregion.s

Since its founding in 1988, BlackRock has undergone three significant transformations:
its initial public offering onthe New Y ork Stock Exchange in 1999;4its acquisition of Merrill
Lynch Investment Management in 2006;'5 and its acquisition of Barclays Global Investors
(“BGI”)in 2009.'¢ Followingits acquisition of BGI, BlackRock began managing both index and
alpha investment strategies, allowing investors to choose between fixing their returnsto a
marketindex and tryingto “beat the market” using BlackRock’s research and analytics
capabilities.” Today, BlackRock provides services to arange of institutional and retail clients.
It manages hundreds of active and index funds, including mutual funds, exchange-traded funds,
and closed-end funds.*® BlackRockalso offers technology services, including its investment and
risk management technology platform, Aladdin®, to its clients, which include wealth managers
and institutional investors.9

BlackRock’s Board of Directors is comprised of 16 individuals, three of whom self-
identify asracially/ethnically diverse, with one director identifying as Black/African American,
one as Hispanic/Latin American, and one as Middle Eastern/North African.2° Five ofthe 16
directors are women, including a Black/African American woman. 2!

BlackRocKk’s employees are distributed among sevenlevels of seniority: Support Roles,
Analysts, Associates, Vice Presidents, Directors, Managing Directors, and Senior Managing
Directors. The firmisorganized into over 20 business units, divided into five main groups:
investment departments, client departments, specialized departments, an operating platform,

12 A pout Us, BLACKROCK, https://www.blackrock.com/us/individual /about-us/about-blackrock.

13 Contactsand Locations, BLACKROCK, https://www.blackrock.com/corporate/about-us/contacts-
locations.

4 BlackRock History, BLACKROCK, https://www.blackrock.com/corporate/about-us/blackrock-history.
5]1d.
6 Jd.
v Id.

8 Tnvestment Funds, BLACKROCK, https://www .blackrock.com/us/individual/products/investment-
funds.

19 Aladdin, BLACKROCK, https://www.blackrock.com/aladdin.

20 Board of Directors, BLACKROCK, https://ir.blackrock.com/governance/board-of-directors/default.aspx.
2 Jd.


https://www.blackrock.com/corporate/about-us/contacts-locations
https://www.blackrock.com/corporate/about-us/contacts-locations
https://www.blackrock.com/corporate/about-us/blackrock-history
https://www.blackrock.com/us/individual/products/investment-funds
https://www.blackrock.com/us/individual/products/investment-funds
https://www.blackrock.com/aladdin
https://ir.blackrock.com/governance/board-of-directors/default.aspx.

and a corporate platform. These business units focus on creatinglong-term value by managing
assets held by clients and creating new products that clients caninvestin. More thanhalf of the
firm’s $8.6 trillion AUM are retirement-related assets, such as investments for pension funds. 22
Many of these pension funds are subject to the Employee Retirement Income Security Act of
1974 (“ERISA”) and ERISA’s fiduciary duty standards, which currently require that investment
decisions be made for the “exclusive purpose” of maximizing financial returns.

The GEC, a 23-member committee, oversees all operations at BlackRock.23 Its members
include BlackRock’s CEO, Larry Fink, its President, Rob Kapito, and leaders spanning the firm’s
various functions.24 The GEC sets the strategic vision of the firm and drives accountability for
the firm’s performance at all levels. Itis responsible for five main areas: oversight of operations
and business performance; strategy and planning; talent development; risk management; and
external affairs. Of the 19 GEC members based in the United States, three self-identify as Asian
American and two as Middle Eastern/North African. Six of the 23 global members are women.

C. 2021 DEI Strategy

BlackRockemployed a Global Head of Inclusion & Diversity from 2016 to 2019. From
January to September 2020, BlackRock had an Acting Head of DEI fill the position. In
September 2020, BlackRock hired a new Global Head of DEI, and asked her to develop a multi-
year DEI strategy in alignment with the firm’s business strategy. She assembled a cross-
functional teamto understand BlackRock’s business functions, assess the challenges faced by
BlackRock, and develop a comprehensive DEI strategy spanning all areas of the firm’s business.
In March 2021, the firmrolled out its 2021 DEI Strategy and held a town hall to communicate it
to all BlackRock employees globally. Before adopting the 2021 DEI Strategy, the firm had
undertaken various DEI-related commitments, initiatives and programs, but did not have a
formalized DEI strategy that included its external-facingwork. Asnoted above, the 2021 DEI
Strategy is composed of three “pillars,” each of which focuses on a different aspect of
BlackRocKk’s operations.

Pillar 1 focuses on promoting DEI and racial equity internally and consists of initiatives
related to BlackRock’s talent and culture. Thisfocusincludes BlackRock’s efforts to build,
develop, and retain a diverse workforce and BlackRock’s efforts to foster a connected culture
and cultivate aninclusive and equitable work environment by improving the employee
experience of underrepresented groups.25 Its goalsin the United Statesfocusonincreasing
Black and Latinx employee representation overall and at the seniorlevel, and creatinga more
inclusive environment for employees of color. To assess BlackRock’s progress toward its Pillar 1
goals, the assessment team spoke with individuals from BlackRock’s T alent Acquisition, Talent
Management, People Analytics, DEI, and Compensation and Benefits teams; members of senior
leadership involved in succession planning; middle managers; and current and former
employees of color. The assessment team additionally conducted focus groups with Employee
Network members and leaders from BPN, SLN, ABN, AMP, OUT, and WIN. The assessment

2 BlackRock History, BLACKROCK, https://www.blackrock.com/corporate/about-us /blackrock-history.
23 Global Executive Committee, BLA CKROCK, https://www.blackrock.com/corporate/about-us/leadership.
24 Id.

25 2021 Global DEI Annual Reportat 14—43, BLACKROCK, https://www .blackrock.com/corporate/about-
us/diversity-equity-and-inclusion [hereinafter “2021 DEI Annual Report”].


https://www.blackrock.com/corporate/about-us/blackrock-history
https://www.blackrock.com/corporate/about-us/leadership
https://www.blackrock.com/corporate/about-us/diversity-equity-and-inclusion
https://www.blackrock.com/corporate/about-us/diversity-equity-and-inclusion

team reviewed datarelated to BlackRock’s recruitment and development efforts, retention rates,
and employee population; and documentation of BlackRock’s initiatives and internal briefing
documentsrelated to the recruitment and retention of Black and Latinx talent.

Pillar 2 focuses on expanding investment choices and business partnership opportunities
related to DEI and racial equity, where consistent with the firm’s fiduciary duties. Thisincludes
the firm’s work to serveits clients through discussions about the firm’s DEI strategy and
commitments; incorporating, where appropriate, material DEI factorsinitsinvestment and
stewardship activities; developing DEI-related products; and partnerships with minority-owned,
woman-owned, and veteran-owned businesses, among others.2¢ To assess BlackRock’s progress
toward its Pillar 2 goals, the assessment team spoke with individualsin institutional client-
facingroles, in supplier and vendor-facingroles, from BlackRock’s trading desk, and across
BlackRocKk’sinvestment departments and research teams. The assessment team also spoke to
representatives from businesses that work with BlackRock, including clients, broker-dealers,
asset management firms, and vendors. The assessment teamreviewed documents prepared for
clients, program documents, and data on BlackRock’s external partnerships and DEI-related
investment work.

Pillar 3 focuses on efforts to promote DEI externally in the communities that BlackRock
serves. Itincludesinitiatives related to BlackRock’s philanthropic work and public policy
efforts, with a stated purpose of investing in the long-term success and sustainability of
underserved communities. Itsgoalsfocuson promoting upward mobility and social justice in
underserved communities, as well as advocating for corporate disclosures related to diversity in
the asset management industry. To assess BlackRock’s progress toward its Pillar 3 goals, the
assessment team spoke to individuals within BlackRock’s External Affairs business unit,
including fromits Social Impact team and the Global Public Policy Group. The assessment team
also spoke to employeesinvolved with BlackRock’s various institutional grantmaking programs
and members of BlackRock’s GIVES Network, a global community of BlackRock employees
focused on addressing the needs of the communities where BlackRock operates through
employee-led grantmaking. The assessment team reviewed an assortment of documents,
including internal briefing materials, data related to BlackRock’s grantmaking efforts,
employee-facing communications, and handbooks related to BlackRock’s social impact and
public policy materials.

Each pillar of BlackRock’s 2021 DEI Strategy encompasses various goals, initiatives, and
commitments, as discussed in detail below.

1. Accountability for DEI Goals

The 2021 DEI Strategy tasks BlackRock with “driv[ing] accountability and ownership of
DEI deeperinto the organization.” Before the firm’sincreased focus onracial equity in 2020, it
had spoken out on the importance of racial and gender diversity in the workplace.2” Notingthe
importance of diversity in the workforce, a2019 Harvard Business Review article stated that

26 2021 DEI Annual Reportat14—43.

2 Trevor Hunnicutt & Stephanie Kelly, BlackRock CEO Fink Says He Is Committed to Gender Diversity,
REUTERS (Sept. 20, 2017), https://www.reuters.com/article/us-bloomberg-forum-blackrock/blackrock-
ceo-fink-says-he-is-committed-to-gender-diversity-idUSKCN1BV206.


https://www.reuters.com/article/us-bloomberg-forum-blackrock/blackrock-ceo-fink-says-he-is-committed-to-gender-diversity-idUSKCN1BV206
https://www.reuters.com/article/us-bloomberg-forum-blackrock/blackrock-ceo-fink-says-he-is-committed-to-gender-diversity-idUSKCN1BV206

BlackRockhad “tak[en] thelead on an issue that every U.S. company will need to face very
soon.”28 The firm emphasized this commitment, arguing that “[a] company that does not seek
to benefit from the full spectrum of human talent is weaker for it—less likely to hire the best
talent, less likely to reflect the needs of its customers and the communities where it operates,
and less likely to outperform.”29

In a June 2020 letter to employees, the firm announced that its commitment to
promoting DEI and racial equity would not stop at its internal talent and culture efforts. The
firm stated:

The process of building a more just and equitable society will not
be easy or quick. Drivingreal change requireslong-term
commitment and that all of us push beyond comfortable
boundaries. We must begin the journey examining our own
culture and talent practices, but we cannot be content to stop
there. We must use our voice and work with othersto advocatefor
change within our industry and across society more broadly.3°

The announcement also noted that BlackRock was “committed to doingits part. .. to
help build [a] better, fairer society,” and that the firm needed to “hold [itself] accountable to
ensure [it] continue[s] to make measurable progress” onits DEI and racial equity efforts.3
Accordingly, an overarching feature of BlackRock’s 2021 DEI Strategy is driving accountability
forthe goalsin each pillar. The related initiatives focus on overseeing and measuring progress
toward BlackRocKk’s goals.

a. Structural Accountability

BlackRock’s GDSCis responsible for overseeing the implementation of the 2021 DEI
Strategy. Asof December 31,2022, the GDSCwas comprised of 26 leaders, across regions and
functions, whom BlackRockhas determined have shown dedication and leadership around DEI
initiatives. BlackRock has described the members of the GDSC as havinga proventrack record
of influencing and progressing DEI within their respective businesses.

The GDSC is tasked with shaping and championing the firm’s DEI priorities and plans;
ensuring that DEI activities are aligned with strategic business and talent priorities; holding
BlackRockaccountable to its 2021 DEI Strategy by providing insight and guidance on its
implementation; actingas an advisor onkey DEI initiatives within each business and globally
across the firm; and reinforcing BlackRock’s mission, principles and purpose by modeling DEI

28 Mark R. Kramer, The Backlashto Larry Fink’s Letter Shows How Far Business Hasto GoonSocial
Responsibility, HArRV. Bus. REv. (Jan. 31, 2019), https://hbr.org/2019/01/the-backlash-to-larry-finks-
letter-shows-how-far-business-has-to-go-on-social-responsibility.

29 Larry Fink’s2021 Letter to CEOs, BLACKROCK, https://www.blackrock.com/corporate/investor-
relations/2021-larry-fink-ceo-letter.

30 Larry Fink and Rob Kapito, Our Actions to Advance Racial Equity and Inclusion, BLACKROCK (June 22,
2020), https://careers.blackrock.com/2020/06/22/categoryi/our-actions-to-advance-racial-equity-and-

inclusion/.
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best practices, rewarding desired behaviors, and engaging directly with employees. Itreceives
frequent updates on progress against the firm’s DEI goals; business-specific DEI goals; and
analyses of DEI-related firm data, metrics, and employee sentiment and sponsorship. GDSC
members are more familiar with BlackRocKk’s Pillar 1 efforts, and its goals around representation
of Black and Latinx employees, than with its effortsrelated to Pillars 2 and 3.

BlackRock’s Global Head of DEI is a key figure overseeing the 2021 DEI Strategy, and a
co-chair of the GDSC.32 The Global Head of DEI sits in BlackRock’s Human Resources function
and reportsto BlackRock’s Global Head of Human Resources. Her team works cross-
functionally to overseeprogress on all three pillars of the 2021 DEI Strategy, but has direct
authority only with respect to the firm’s Pillar 1 objectives, which relate to topics within the
Human Resourcesteam’s scope of responsibility. Asaresult, BlackRock’s DEI function
currently does not have a direct role overseeing the firm’s progress with respect to the initiatives
or strategies related to Pillars 2 or 3.

BlackRocKk’s business units have primary responsibility for meeting BlackRock’s publicly
stated goals to increase representation of Black and Latinx employees overall and at the senior
levels. Five business groups with approximately 20 business units and 8,300 full-time
employees develop annual business-specific representation goals and established action plans to
meet those goals. Business units have meetings at the beginning, middle and end of the year
with the Global Head of DEI and the Global Head of DEI for Talent and Culture to more
thoroughly assess planning and progress toward representation goals and implementation of the
2021 DEI Strategy (“DEI Goal Reviews”).

BlackRockholds quarterly business reviews (“QBRs”) for business units to assess
progress toward their goals, including representation goals, and synthesize key challenges and
insights. Performance toward those representation goals affects the year-end bonus pool
allocation for the business unit. The QBR scorecard itself doesnot contain a component focused
on Pillars 2 and 3 of the 2021 DEI plan or business units’ progress on qualitative criteria. Itis
largely focused on business units’ progress on Pillar 1 goals, with the focus of its DEI-related
questions being limited to the representation of underrepresented talent33 within each business
unit. However, some business units set qualitative goals around equity and inclusion and
discuss progress against themin their QBR.

b. Individual Accountability

BlackRockhasalso encouraged individual accountability for furthering the 2021 DEI
Strategy by embedding an individual DEI objectiveinto employees’ annual performance review
cycle, asking each employee to report on what they will do to “drive the agenda” on DEI. In
2022,98% of employees set an individual DEI objective. BlackRockevaluates progress against
these objectives as part of mid-year and end-of-year performance reviews. This initiative is still
in the early stages, and, as explained below, the frequency and substantive depth of manager
feedback regarding the individual goals of direct reports appears to vary. These individual goals

322021 DEI Annual Reportati2.

33 BlackRockdefines “underrepresented talent” as individuals underrepresented onthe basis of race or
ethnicity, sexual orientation, veteran status, disability, genderidentity, or socioeconomic background.
Unlessotherwise stated, the discussion of Pillar 1 in thisreport focuses on Black and Latinx talent.
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are currently the exclusive method by which the firm’s employees are held individually
accountable for progress against the components of the 2021 DEI Strategy.

2. Observations and Recommendations

Observations

Consistent with its goal to drive accountability and ownership of DEI deeper into the
organization, BlackRock’s 2021 DEI Strategy seeks to integrate support for DEI across
the business. BlackRock hastaken several initial steps to hold itself accountable for its
progress toward the goals contained in the 2021 DEI Strategy, particularly its Pillar 1
(“talent and culture”) components.

BlackRocKk’s 2021 DEI Strategy is notable in part because it includes strategic objectives
beyond traditional Human Resources issues like hiring, professional development, and
promotion. The 2021 DEI Strategy contains racial equity objectives related to
BlackRocKk’s assessment of the goals and interests of its clients and the communities it
serves, including through its philanthropic work.

Thebreadth and ambition of BlackRock’s 2021 DEI Strategy do not currently match the
organizational authority or placement of the firm’s DEI function. BlackRock’s DEI
functionis part of the firm’s Human Resources function and has direct influence only
with respect to BlackRock’s goals and initiatives related to its workforce.

BlackRockhas made meaningful progress against many of the objectivesincluded inthe
2021 DEI Strategy. Nonetheless, BlackRock acknowledges that there is additional work
todo in order to achieve the goals the firm set for itself. The recommendations
contained in this report are intended to help BlackRock accomplish these goals.

Recommendations

To enhance accountability and oversight for implementing the 2021 DEI Strategy,

particularly components related to BlackRock’s clients and the communities it serves,
BlackRockcould:

Align the DEI function’s authority and placement with the breadth and ambition of the
firm’s 2021 DEI Strategy. This could include relocating the DEI function within the
organization, to ensure that the DEI function has the authority and enterprise-wide
visibility to drive progress against all three components of the firm’s 2021 DEI Strategy.
This would also reinforce the message from senior leadership to members of the firm’s
workforce that BlackRockis dedicated to all aspects of the Strategy.

Tounderscore the firm’s commitment to driving accountability and ownership for

progress against the 2021 DEI Strategy, BlackRock could implement several additional steps
to signal the importance of DEI firmwide, such as:

Including work on DEI initiatives as a substantive component in performance reviews,
with the potential to impact bonus awards, to signal the work’s value.
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Formally incorporating contributions to progress against Pillar 2 and Pillar 3 goals and
initiatives into QBRs, to the extent consistent with any applicable fiduciary duties; and

Convening an advisory board of outside stakeholders, including minority brokers and
managers, to provide ongoing engagement regarding BlackRock’s DEI-related goals and
initiatives and recommendations for accomplishing them, to the extent consistent with
BlackRocK’srole as a fiduciary.
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IV. Pillar 1: Talent and Culture

A. Pillar 1 Stated Goals

The first pillar of BlackRock’s 2021 Strategy is focused on attracting, developing and
retaining a diverse workforce and fostering a connected culture through cultivating “an inclusive
and equitable work environment by improving the employee experience of underrepresented
groups.” For purposes of this assessment, the assessment team has organized BlackRock’s
initiatives to meet these goalsinto two categories: the recruitment of Black and Latinx talent and
the retention of Black and Latinx talent.

1. Representation Goals

When settingits Pillar 1 strategy, BlackRockreviewed its historical hiring, promotion,
and attrition trends, received input from the firm’s business units, and assessed the 2020 talent
marketin light of the diversity of the firm’s workforce in 2020. Based onthis review, it publicly
committed to increase overall Black and Latinx representation by 30% in the United States by
2024 and double the number of senior Black and Latinx leadersin the United States by 2024.34

U.S. Black and Latinx Employee Populations (%)

7.7 Goal

’---—-

7.0 Goal

’ - -

34 Unlessstated otherwise, discussion of BlackRock employee demographic datais limited to U.S.
employeesandis based oninformation voluntarily provided by employees.
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Total U.S. Black and Latinx Senior Leaders

130 Goal

Black Latinx

Based on its representation figures from June 2020, BlackRock’s public goals require
increasingoverall U.S. Black representation from 5.4% to 7.0% and increasing the number of
Black senior leaders from 65 to 130 by 2024.35 By December 31,2022, total Black
representationreached 7.8%, and the number of Black senior leaders had increased by 34,toa
total of 99 Black senior leaders.3¢ BlackRock’s goals for overall U.S. Latinx representation
require increasing representation from5.9% to 7.7% and increasing the number of Latinx senior
leadersfrom75to 150 senior leaders by 2024. By December 31,2022, Latinx representation
was 7.7% and the number of Latinx senior leaders had increased by 43, moving from75to 118.
These changesin Black and Latinx representation are shownin the chartsabove.

BlackRockhasdeployed several initiatives to achieve its Black and Latinx representation
goals. Theseinitiativesrelate to the recruitment and retention of Black and Latinx talent,
including college- and professional-level recruiting initiatives; implementation of anti-bias
measures in recruitment, hiring, and talent management processes; development of Black and
Latinx talent for expanded roles and promotion opportunities; and the creation of an equitable
and inclusive environment for Black and Latinx employees.

B. Recruitment of Black and Latinx Talent

Across BlackRock, multiple talent departments and committees advise onand aid in the
recruitment of Black and Latinx talent. BlackRock’s Talent Acquisitionteamis primarily
responsible for implementing recruiting initiatives for Black and Latinx college and professional
new hires. Asof October 31,2022, there are 123 members of the Talent Acquisition organization
globally, three of whom are dedicated full-time to DEI initiativesin the United States.

35 The term “senior leaders” refers to employees at the Director and Managing Director levels.

36 Promotions madein 2022took effect asof January1,2023. Employee representation dataas of
December 31,2022 includes these promotions made in 2022, effective as of January 1, 2023.
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BlackRockhasincreased its investment in Talent and Human Resources since announcing its
2021 DEI Strategy in order to promote DEI initiatives, including through the deployment of
three DEI-focused Talent Acquisition team members. BlackRock’s Talent Acquisition team has
focuseditsdiverse recruiting efforts in three key areas: first, the recruitment of college-level
Black and Latinx students into its “Campus Programs,” which consist of BlackRock’s sophomore
and junior year summer internship classes and an entry-level, Full-Time Analyst Program;
second, the recruitment of Black and Latinx professional-level new hires outside of the Campus
Programs;37 and third, the implementation of measures to reduce biasin the recruitment and
hiring process.

1. Recruiting College-Level Black and Latinx Talent

BlackRocKk’s U.S. summer internship program for students between their junior and
senior years of college is a significant driver of Black and Latinx full-time employee hiring, as
former interns often return to BlackRockafter they graduate from college. Interns spend nine
weeks embedded in BlackRock’s business units and may receive an offer to return as a full-time
employee in BlackRocKk’s entry-level Analyst class.3® In2022, 318 individualsinterned with
BlackRock, 37% of whomidentified as Black, Latinx, and/or Native American. In2022,280
individuals accepted offers to join BlackRock’s Full-Time Analyst Program, 32% of whom
identified as Black, Latinx, and/or Native American.

Percent of U.S. Internship and Analyst Classes
Identifying as Racially Diverse

Internship Program Analyst

Theracial diversity of BlackRock’s college-level recruiting for its 2020—2022 internship
and Full-Time Analyst Program classesisrepresented inthe chartabove. For the purposes of
the assessment of BlackRocKk’s recruiting initiatives as they relate to BlackRock’s public
commitments, the term “racial diversity” focuses on those that identify as Black, Latinx, and/or
Native American. BlackRock has employed various initiatives intended to identify and recruit

37 This categoryrefers to hiresfor open, professional-level positions for prospective employees who have
completed theirstudies. Professional-level positionsinclude the Analyst, Associate, Vice President,
Director,and Managing Director positions.

38 Early Career Opportunitiesin the Americas, BLACKROCK, https://careers.blackrock.com/early-
careers/americas/?2023-2024.
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Black and Latinx college-level talent, including utilization of digital platforms to encourage
broader marketing of positions to Black and Latinx students; creation and support of BlackRock
internship and scholarship programs focused on the recruitment of Black and Latinx students;
and partnerships with external organizations.

In 2018, in recognition of the systemic challenges that Black and Latinx students face
with respect to access to higher education opportunities and the cost of higher education,
BlackRockpivoted away from a traditional on-campus or “core school” recruitment model and
began employing what BlackRockhastermed a “campus-inclusive” strategy intended to evaluate
candidates based on their skill and potential, without regard to the school they attended.
BlackRocK’s talent teams view this as the preferred approach, asit allows BlackRock to more
widely source talent and promote its internship and scholarship opportunities.

BlackRock’s campus-inclusive approach emphasizes virtual connectivity and utilizes
virtual engagement channels such as university career services, student society partnerships,
and marketing partners to engage college students through video content, social media, blogs,
and email campaigns. BlackRocksupplements thisvirtual emphasis with targeted in-person
events and external partnerships with student marketing platforms and diversity organizations.

Through this strategy, Black and Latinx college talent may apply to BlackRock directly
after learning about the opportunity through the BlackRock career site or a variety of third-party
online platforms, including Jopwell, which is targeted toward Black, Latinx, and Native
American students; Ripple Match; Handshake; and Way Up. BlackRock’s Talent Acquisition
team reviews applications and creates “resume books” for each business unit, aiming to include
a diverse pool of qualified applicants. This processislargely manual and relies on the individual
efforts of BlackRock’s campus recruiters within T alent Acquisition.

BlackRocK’s ability to measure the efficacy of the use of these third-party platformsin
attracting diverse applicantsisimpacted by the limited trackingtools that can be integrated with
BlackRocKk’s applicant tracking system. However, some applicants self-disclose the channel by
which they submitted their application. A preliminary review of this data, conducted by
BlackRockfor this assessment, indicates that the third-party partnerships providing the highest
number of racially diverse hires for BlackRock’s internship program are platforms that are open
to students fromall backgrounds.

BlackRockcollects self-disclosed demographic data of applicants in compliance with
Equal Employment Opportunity Commission requirements. Since 2020, the overall percentage
of applications for internship positions received from students identifying as Black, Latinx,
and/or Native American has decreased 10.2 percentage points from 27.1% in2020t016.9% in
2022. However, the percentage of Black, Latinx, and/or Native American applications for
BlackRocK’s full-time analy st program increased 6.7 percentage pointsfrom12.9%to 19.6% over
the same period. Similarly, the applicant pool for professional-level talent positions increased
1.6 percentage points for Black applicants and 2.7 percentage points for Latinx applicants from
201810 2022.

BlackRocK’s virtual recruiting methodology is capable of reaching all institutions,
including those with high populations of Black and Latinx talent, such as Historically Black
Colleges and Universities (“HBCUs”), Predominantly Black Institutions (“PBIs”), and Hispanic
Serving Institutions (“HSIs”). Additionally, notwithstanding BlackRock’s campus-inclusive
strategy, there are instances of direct recruitment from HBCUs. For example, employeesin
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regional offices have participated in targeted events for Black and Latinx students, including
participationin events hosted by the Atlanta University Center Consortium, whose member
institutions include Clark University, Morehouse College, and Spelman College 39 and planned,
on-campus informational programming visits with Delaware State University.

BlackRockalso funds HBCU scholarships throughits BlackRock Liquid Federal Trust
(“BLFT”) product offering. Through BLFT, BlackRockmakes contributions to the Thurgood
Marshall College Fund (“T MCF”)—the nation’s largest organization providing financial support
to HBCUs. BlackRocK’s contributions help fund scholarships and support the educational and
professional success of students at HBCUs and PBIs. BlackRock contributes 5% of the net
revenue of BLFT’s management fee to TMCF annually. Based on the revenue fromits BLFT
management fee for fiscal year 2022, BlackRock made a contribution of $365,000 to TMCF.

To further the partnership with TMCF, BlackRock’s Cash Management Group funded
and launched a pilotinternship program with TMCF. The pilot programidentifies candidates
from 47 member schools, including HBCUs, for a sophomore summer internship program in
BlackRock’s Cash Management Group. The Cash Management Group hosted its first two
interns in 2022, who are returning for a junior-year internship in 2023. Followingthe
successful first year of the program, the Cash Management Group is expanding the programto
include a projected five sophomore interns in the summer of 2023.

In 2021,19% of BlackRock’s newly hired Analysts and 24 % of summer interns identified
as Black, 8% of whom came from HBCUs.4° By contrast,in2021,13% of bachelor’s degrees
earned by Black U.S. college graduates were conferred by HBCUs; 4! and in recent years, HBCUs
produced 25% of Black U.S. college graduates with ST EM degrees.42

In additionto its efforts to recruit Black and Latinx college-level talent for its summer
internship program, BlackRockalso supports two scholarship programs aimed at
underrepresented talent: the BlackRock Founders Scholarship (“BFS”) and the Hallac
Scholarship Program.

39 Member Institutions, ATLANTA UNIVERSITY CENTER CON SORTIUM, https://aucenter.edu/member-
institutions.

40 The assessment team did notreceive dataregardingthe number of BlackRock summerinternsand
entry-level Analyststhat came from HSIs orthe number of applicants who attended an HST.

41 National Center for Education Statistics, Selected Statistics on Degree-Granting Historically Black
Colleges and Universities, by Controland Level of Institution: Selected Years, 1990 Through 2021,
UNITED STATES DEP'T OF EDUCATION (Dec. 2022), https://nces.ed.gov/programs/digest/d22/
tables/dt22_313.30.asp; National Center for Education Statistics, Bachelor’s Degrees Conferred by
Postsecondary Institutions, by Race/Ethnicity and Sex of Student: Selected Academic Years, 1976-77
Through 2020-21, UNITED STATES DEP'T OF EDUCATION (Oct. 2022), https://nces.ed.gov/programs/
digest/d22/tables/dt22_322.20.asp.

42 The Impactof HBCUs on Diversity in STEM Fields, UNCF, https://uncf.org/the-latest/the-impact-of-
hbcus-on-diversity-in-stem-fields; NSF establishes new center to study successfulundergraduate STEM
educationpractices at historically Black colleges and universities; NSF,
https://www.nsf.gov/news/special_reports/announcements/081920.jsp
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The BlackRock Founders Scholarship, developed in 2014, is a scholarship program for
undergraduate students who identify as Black, Hispanic, Native American, LGBT Q+, and/or as
having a disability, and who have demonstrated leadership in creating and sustaining diverse,
inclusive communities.43 BlackRock funds the scholarship through Talent Acquisition, as part
of the Human Resources budget. The scholarship offers qualified applicants an accelerated
Summer Analyst internship interview process and, if offered a position, an invitation to submit
an essay on their demonstrated commitment to BlackRock Principles.44 Following areview of
essay submissions, 12 to 15 scholarships of $17,500 are awarded. Recently, BlackRockincreased
the amount of this award to $20,000. BFS provides arobust pipeline of diverse interns for
BlackRock. For example, inthe 2022 summer class, there were 106 interns hired through the
BFS process, of which 64 self-identified as Black or Latinx. Seven Black or Latinx interns
received the scholarship award.

In 2017, BlackRocklaunched a second scholarship program, the Hallac Scholars
Program, 45 which provides a cost-of-attendance scholarship, mentorship relationship, and
sophomore year internship to four students studying a STEM discipline at the Georgia Institute
of Technology or the University of California, Berkeley. The scholarship program was created to
honor the late Charles S. Hallac, former Co-President of BlackRock. Students are required to
demonstrate academic excellence as well as a desire to challenge the status quo while pursuing a
STEM degree. The Georgia Institute of Technology has stated that qualified students are from
socioeconomically disadvantaged backgrounds, the determination of which is based on financial
aid eligibility criteria, with preferences for candidates who, first, study in specific STEM fields
(e.g., engineering) and second, identify as female and/or a member of an underrepresented
minority population. The schools are responsible for selecting the finalists for scholarship
interviews and the ultimate recipients of the scholarships. Hallac finalists who do not receive
the scholarship may still receive internship offers. Since 2017, 26 Hallac scholars remain at
BlackRockas full-time employees, approximately 77% of whom identify as Black or Latinx.

2, Recruiting New Hire Black and Latinx Talent

BlackRockhassignificantly increased the number of Black new hire employeesinits
professional-level positions (outside of the summer internship pipeline) since 2020. In2020,
9.3% of new hire employeesidentified as Black. In2021, thisnumber increased nearly six
percentage pointsto 15.1%.4¢ In2022, 11.9% of new hire employeesidentified as Black, a

43 BlackRock Founders Scholarship, BLACKROCK (2018), https://blackrock.tal.net/vx/lang-en-
GB/mobile-o/brand-3/candidate/download_file_opp/2436/13856/1/1/
1a624052d54788dfcg14bbocbe275706aa7do76a.

44 BlackRockhassetforth five principlesthat encapsulateits core values, aspirations, and cultural
language. These principles guide how BlackRockemployeesinteract with each other, their clients, the
communitiesin which they operate, and all of their other stakeholders. Principles, BLACKROCK,
https://www.blackrock.com/corporate/about-us/mission-and-principles.

45 Kristine Wong, Introducing the HallacScholars, BERKELEY ENG’'G NEWS (Aug. 21,2017),
https://engineering.berkeley.edu/news/2017/08/introducing-the-hallac-scholars/ (indicating that the
2017 recipients ofthe scholarship were members ofthe scholarship’sinaugural class).

46 In 2020, therewerea total of 603 newhire U.S. employees, 56 of whomidentified as Black or African
American. In2021, there were a total of 1507 newhire employees, of which 228 identified as Blackor
African American.
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decrease from 2021 but stillabove 2020 levels.4” By contrast, the percentage of newly hired
employees who identify as Latinx dropped from10.9% in2020t0 9.0% in2021,48butincreased
t09.5%in 2022.

BlackRockhasalso focused on and been successful in recruiting senior-level Black and
Latinx talent. From January 1,2021 to December 31,2022, BlackRock hired 56 new Black and
Latinx senior-level employees. In2021, Black and Latinx hires represented approximately 20%
of senior-level new hires, exceeding the number of senior-level Black and Latinx hires fromthe
prior four years combined.4% As of December 31,2022, 12.4% of senior-level employee hires
identified as Black or Latinx. BlackRock’sincreased focusonbuilding new pipelines for Black
and Latinx senior-level talent will continue into 2023.

BlackRockhas a dedicated internal team responsible for sourcing experienced talent.
BlackRockalso employsinternal contract workers as sourcing partners to help identify talent for
high volume roles. BlackRock doesnot have ateam exclusively focused on the sourcing of
underrepresented talent. The assessment team learned that turnover in sourcing contract
workers canresult in lost time and reduced efficiency in the identification of Black and Latinx
talent.

The sourcing of Black and Latinx talent is aided by referrals from hiring managers, DEI
Executive Committee leads, DEI committee members, and Black and Latinx talent within
BlackRock. The assessment team identified two challengesrelated to the tracking of Black and
Latinx talent. First, Talent Acquisition hasnot systematically followed up on candidate referrals
of Black and Latinx talent. Second, when a position has not been formally opened, referrals are
difficult to track in BlackRock’s current internal referral system. Inresponse, BlackRockis
preparing to deploy a candidate relationship management systemin 2023, which will aid in
logging and tracking referrals.

3. Measures to Reduce Bias in the Recruitment and
Hiring Process

In additionto focusing on the recruitment of Black and Latinx talent, BlackRock has also
implemented firmwide measures to reduce potential biasin the recruitment and hiring
processes, including a diverse slate requirement and a review of job postings for biased
language.5°

In 2017, BlackRockimplemented arequirement to interview a diverse slate of candidates
for open positions. Initially, that requirement was focused onincluding either a woman or a
Black or Latinx candidate. InJune 2020, BlackRock expanded its diverse slate requirement,
calling for all hiring managers to interview one woman and one Black or Latinx candidate for all

47 In 2022, there were 1750newhire U.S. employees, 209 of whom identified as Black or African
American (11.9%, as compared to 9.6%in 2020and 15.1%in 2021).

48 In2020,66 0utof603 new hire United States employeesidentified as Latinx/Hispanic, whereas in
2021,136 outof1507 newhire employees identified as Latinx /Hispanic.

49 Between 2017 and 2020, BlackRockhired 50 Blackand Latinx senior-level employees in the United
States.

50 Additional measuresinclude interview best practice recommendations and conducting trainingsfor
internmanagers to assistin the equitable evaluation of Blackand Latinx candidates.
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open positions. In order to extend an offer for an open position, an offer approval request must
be submitted to, reviewed, and approved by the Chief Operating Officer (“COQO”) for the
business, and a member of the Compensation Team. Inorder to obtain this approval,
BlackRockrecruiters must attest that the diverse slate requirement hasbeen met or provide
sufficient informationto demonstrate that a waiver of the requirement has been granted. A
waiver to the diverse slate requirement must be reviewed by the business unit’s COO prior to
approval, isgranted only in limited circumstances, and the justification for the waiver must be
submitted with the request for approval.

A reviewof positions filled from 2019 to 2022 showed that the diverse slate requirement
was met in nearly 94 % of offers. For the other 6% of offers where a waiver of the requirement
was granted, the most commonjustificationsincluded arecommended internal promotion or
transfer and the hiring of a contingent worker as a full-time employee. BlackRock collects data
on the seniority level of the position for which a waiver is requested, but it is not consistently
tracked and monitored to assess whether the waivers of the diverse slate requirement are
concentrated at higherlevels of the firm. BlackRock collectsthe necessary data for determining
whether certain business units seek or are granted waivers at higher rates than other business
units but does not track thisdata. BlackRock doesnot track the diversity classification of
candidates who are interviewed as part of the diverse slate requirement in order to tell whether
the requirement equally benefits candidates that identify as Black and/or Latinx. BlackRock
doesnot require a diverse slate at every interview stage for those positions with multiple
interviewrounds such as senior positions.

In additionto the diverse slate requirement, BlackRock began reviewing select job
postings for biased language in 2020. Priorto a job posting being provided to recruiters for
public posting, a software application, Textio, evaluates the draft job postingin order to
“score”>! the posting and flaglanguage that could be perceived as gendered, offensive, harmful,
rooted in racism, or likely to be strongly affiliated with one race or gender.52 BlackRock
evaluated approximately 1,500 job descriptionsin 2020, approximately 2,000 in2021, and
approximately 1,200in2022. The average scoreof job descriptionsincreased by eleven points
during the same time period, moving from an average score of 677 to an average score of 78,
indicating that the average post contained less potentially-biased language over time. The
scoresin 2022 continue this positive trajectory, with an average score of 81 as of October 31,
2022.

BlackRockhas also provided related resources to hiring managers and business units,
including best practice guides and trainings. For example, the Talent Acquisitionteam provides
guidance on craftingjob descriptions to promote competency-based hiring and training on
competency-based interviewing techniques and establishing diverse interview panels.
Additionally, the Talent Acquisition team provides training to business units on how to partner
with racially diverse organizations, take advantage of scholarships programsin order to aid in
recognizing the achievements of racially underrepresented applicants, conduct anti-bias

5t Postingsare scored on a scale from 0—100, indicatinghow closely thelanguage tracks guidance on
quality, clarity, or use of problematic language. Thehigherthescore,the more closely thelanguage
adheresto the software’s guidance.

52 Eleanor Chestnut, Avoiding Harmful Language in Hiring Content, TEXTIO (Sept. 8, 2020),
https://textio.com/blog/avoiding-harmful-language-in-hiring-content/34152146534.
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interviewing and implement assessment techniques to aid in equitable evaluations of racially
underrepresented candidates.

4. Observations and Recommendations

Observations

Consistent with its goal to attract a diverse pipeline, BlackRock has increased the
representation of Black and Latinx talent in the firm since 2020—meeting or surpassing
its goal of increasing overall Latinx and Black representation by 30% by 2024.
Nonetheless, attrition from these employee populations risks undermining this progress.

College-Level Sourcing

BlackRockhas seenincreased levels of diversity inits recent internship and Analyst
classes. BlackRock’s campus-inclusive approach to recruiting may leave strong pools of
Black and Latinx talent untapped, as compared to strategies that specifically target
students enrolled at HBCUs, PBIs, and/or HSIs. This may impact BlackRock’s continued
success in recruiting Black and Latinx talent.

Professional Level-Hiring

BlackRockhasmade progressin sourcing Black and Latinx talent for professional-level
hiring, though it faces several challenges, including frequent turnover among the team
responsible for sourcing all external talent; inconsistencies with respect to tracking and
followup on Black and Latinx referrals solicited from BlackRock employees; and hiring
managers who are not uniformly trained on best practices for recruiting diverse talent.

Anti-Bias Measures

In 2022, BlackRock reached 94 % compliance with its diverse slate requirement;
however, BlackRock does not currently track some important datarelated to waivers
fromits diverse slate requirement. These include the senioritylevel of positions for
which a waiver was obtained; the business unit in which the open position exists; the
demographic category of the candidates who satisfy the requirement; and whether, if the
position requires multiple rounds of interviews, a Black or Latinx candidate was
considered in the final round of interviews. Although BlackRockgrantsonly asmall
percentage of waivers, their impact is difficult to assess without this relevant data.

BlackRocKk’s voluntary anti-bias measures—such as using anti-bias language software in

craftingjob descriptions, hiring manager training, and using the firm’s competency-
based interview question bank—are not consistently utilized.
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Talent Acquisition Scaling and Capacity

e Effortsby regional offices and business units to create pilot programs for the recruitment
of Black and Latinx college talent, such as the Thurgood Marshall College Fund pilot
program, have resulted in successful engagement. Talent Acquisition hasnotbeenable
to assess and convert these pilot programs into firmwide initiatives to help ensure the
continuity of successful recruitment of Black and Latinx candidates.

¢ BlackRock’slimited number of employees dedicated full-time to DEI sourcing and
recruitment may impose resource-based limitations on the scope of initiatives that can
be effectively implemented, tracked, and managed.

Recommendations

To enhance its existing efforts in support of its hiring and representation goals,
BlackRockcould:

e Consider establishing a dedicated team within Talent Acquisition to focus onidentifying
and recruiting candidates from underrepresented backgrounds, which could also yield
greater opportunities for hiring Black and Latinx talent through:

o Morefocusedidentification of Black and Latinx candidates for open positions,
including formalizing the tracking and follow-up process for internal
recommendations of external Black and Latinx candidates for open positions;
and

o Expanded relationship-building with, and recruiting at, institutions with large
populations of Black and Latinx students, including HBCUs, PBIs, and HSIs.

» Asthis would require significant investments of budget and employee
time, BlackRock might consider implementing a pilot program aimed at
increasingits presence at HBCUs, PBIs, and/or HSIs near BlackRock
locations.

e Consider expanding and requiring training on inclusive hiring practices for hiring and
People Managers.

To ensure the continuity of successful recruiting strategies for Black and Latinx
talent, BlackRock could:

e Consider creating a formal mechanismto move the funding and management of
successful recruiting pilot programs to T alent Acquisition, which may also enable the
scaling of these programs firmwide.

To enhance efforts to increase overall representation of Black and Latinx talent,
BlackRockcould take steps related to its anti-bias measures in the hiring process, including:

e Institutingtracking of additional metricsrelated to the diverse slate requirement,
including seniority level, business unit in which the open positionsits, demographics of
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diverse slate candidates, and whether the open position has additional rounds of
interviews during which a diverse candidate was not considered; and

e Requiringevery candidate slate for an open position at certain senior levels to meet the
diverse slate requirement and minimize any requests for a waiver.

In order to more effectively make progress onits representation goals, BlackRock
could:

e Conductan analysis of Talent Acquisition resources to determine if increased investment
or allocation of resources is needed to fully implement, manage, and track initiatives that
may result from this assessment’s recommendations.

C. Retention of Black and Latinx Talent

In addition to setting representation objectives for Black and Latinx talent in its 2021
DEI Strategy, BlackRock also committed to developing Black and Latinx talent and fosteringa
connected culture through cultivating “aninclusive and equitable work environment” by
“improving the employee experience of underrepresented groups.”53 Ultimately, these
commitments help retain Black and Latinx talent, which may also further progresstoward
BlackRocKk’s goal of doubling the number of Black and Latinx senior leaders. BlackRock has
implemented several initiatives to retain Black and Latinx talent, including instituting
leadership development and sponsorship programs designed to foster career growth;54 and
cultivating an equitable and inclusive environment by mitigating bias in BlackRock’s
performance management and promotion processes, delivering training and enablement
sessionsto People Managers, supporting Employee Networks, and creating inclusivity
programming.

Notwithstanding these initiatives, BlackRock continues to face attrition of Black and
Latinx talent. In 2022, BlackRock began analyzing the factors that may be driving the attrition
of Black and Latinx talent and developinginterventions to reduce attritionrates. Although
BlackRocK’s attrition analysis began after the creation and implementation of its leadership
development, equitable environment, and inclusivity initiatives, it is helpful to discuss
BlackRocK’s attrition analysis and retention initiatives in concert with one another in order to
identify where BlackRock may choose to refine its strategy to aid the retention of Black and
Latinx talent.

1. Analysis of U.S. Black and Latinx Talent Attrition

Like other companiesin the financial services sector, inrecent years, BlackRock
experienced increased attrition of Black and Latinx professionalsin what has been dubbed the
“Great Resignation.” Inthe most recent year prior to the start of the Great Resignation, 2019,
BlackRocK’s voluntary attrition rates for Black professionals increased by 1.9 percentage points
from2018. Voluntary attrition of Latinx professionals decreased by 1.4 percentage points from

532021 DEI Annual Reportat13.
54 2021 DEI Annual Reportat19.
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2018to 2019 but was higher than that of their White peers and of the overall employee
population. Because the populations of Black and Latinx professionals at BlackRock are
relatively small, attrition of Black and Latinx professionals can have a significant impact on the
population of Black and Latinx employees and on BlackRock’s progress toward its publicly
stated representation goals.

Based on BlackRock’s attrition data from January 2021 through December 31,2022,
voluntary attrition most seriously affects Black employees at the Managing Director level,
followed by the Associatelevel. For Latinx professionals, voluntary attrition is highest at the
Associate level, followed by the Vice President level.

In 2022, attritionrates of Black senior leaders nearly offset increases in Black senior
leader hiring and led to senior Black representation staying nearly flat for the year. Attrition has
also had a significant impact on overall Latinx representation which, combined with Latinx
recruiting, hasresulted in an overall increase in Latinx representation of just 0.5 percentage
points during the same time period. 55

In July 2022, BlackRock responded to increasesin Black and Latinx attrition by forming
the Black and Latinx Talent Retention T askforce (the “Retention T askforce”) to assess drivers of
attrition and recommend measures to improve retention of Black and Latinx talent. In doing so,
the Retention T askforce evaluated employee exit interviews and sentiment analyses resulting
from employee opinion surveys, and consulted Employee Networkleaders.

Three key drivers of attrition were identified from these sources: (1) alack of clear career
paths within BlackRock; (2) sentiment gaps in senses of trust and belonging; and (3)
inconsistent day-to-day experiences for Black and Latinx employees resulting from inconsistent
People Manager capabilities and a lack of accountability. The assessment team identified the
same key drivers of attrition.

2, Black and Latinx Employees’ Reports of a Lack of Clear Career
Paths Within BlackRock

The Retention Taskforce determined that career advancement appears to be the primary
reason senior Black and Latinx employees voluntarily leave the firm. Thisincludesalack of
visibility or transparency of their promotion trajectory or their place in succession planning.
Employees, including senior leaders and Employee Network leaders, reported that low
representation of Black and Latinx leaders, and the resultinglimited pool of Black and Latinx
role models at the firm, contributesto agap in career inspiration amongjunior-level Black and
Latinx talent.

55 While the assessment team reviewed the attrition data, to date BlackRock has notreleasedits attrition
data publicly; thus, thedataare notincludedin this report.
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Asreflected inthe chart above, which shows the number of U.S. employees by race at
eachlevel of professional employment as of January 1, 2023, 5 the overwhelming majority of
Black and Latinx employees sit at seniority levels below Managing Director and Director. Senior
Black leaders (Managing Directors and Directors) in the United States make up 99 of the 682
professional-level Black employees. Latinx employees are similarly situated, with senior Latinx
leaders comprising 118 of the 6777 professional-level Latinx employees in the United States. This
is a much lower share than for white employees; 1,860 of BlackRock’s 4,514 white professional-
level employeesinthe United States are senior leaders.

Relatedly, as described above, there are currently no members of the GEC who identify
as Black or Latinx. Of the Global Operating Committee members fromthe United States, 5% of
membersidentify as Black and 2.5% identify as Latinx. The Managing Director Promotion
Committee is the most racially diverse key senior committee, with 7.1% Black and 7.1% Latinx
representation.

3. Initiatives to Increase Black and Latinx Employees’
Career Development

BlackRockhas developed initiatives to address the reported lack of clarity around career
paths for Black and Latinx talent, including leadership development programs, sponsorship
programs, People Manager accreditation training, deliberate succession planning for key
Managing Director roles, and an individualized career pathing pilot program.

In 2021, BlackRock developed and launched the Professional Preparation for Elevated
Leadership (“PROPEL”) program, a 12-month program for Vice Presidents identified as “high-

56 This chart includesdataonthefourracial categories with the highest employee populations at
BlackRock. Itdoesnot include percentagesfor Two or More Races or Native Americanindividuals,or
thosewho did not self-identify.
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performing,” regardless of racial demographic, designed to develop core leadership skills and
behaviorsto elevate participants’impact as “authentic leaders.” Inadditionto the 12-month
programming, the approximately 60 Black and Latinx VPs participatingin the first cohort
received an additional six months of programming focused onleadership experiences and
challenges faced by Black and Latinx professionals. The first PROPELcohort concluded in
October 2022, and the second PROPELcohortis scheduled to begin in 2024.

In 2021, BlackRock also launched the Black Leadership Forum (“BLF”) and the Latinx
Leadership Forum (“LLF”) for approximately 50 Black and Latinx Directors and Managing
Directors who fulfilled certain criteria, including the number of years in their role and position
in succession planning. Theseleadership forums are 12-month programs designed to investin
the development and growth of Black and Latinx senior leaders, address the systemic barriers to
opportunities for their advancement, actively engage participants’ managers and business
leadership to drive development and opportunities, and increase the diversity of BlackRock’s
leadership pipeline for the executive levels of the firm. The first BLF and LLF cohorts completed
programmingin spring 2022. The second cohortsfor BLFand LLF have not been scheduled.5”

Participants surveyed in PROPEL, BLF, and LLF rated their experiences favorably. For
example, 100% of BLFand LLF participantsrated the program as “Good” or “Excellent.”
However, some participants did not have a clear understanding about the connection between
the leadership programs and their career trajectories. Additionally, some senior leaders were
unclear as to whether BlackRock’s leadership programs were tied to key evaluation metricsin
order to positively affect the career advancement of Black and Latinx employees. Due to the
timing of BlackRock’s promotion cycle and the end dates of PROPEL, BLF, and LLF, BlackRock
will not be able to assess the effect of leadership programming on participants’ career paths until
the 2023 promotion cycle concludes.

Following its assessment of Black and Latinx attrition, BlackRock’s Retention T askforce
developed two newinitiatives to increase career development opportunities for Black and Latinx
talent at the Vice President, Director, and Managing Director levels, which are sponsored and
supported by members of the GEC. These initiatives were introduced in2022 and are expected
to continue into 2023.

4. Black and Latinx Employees’ Reported Sentiment in Areas of
Belonging and Trust

BlackRocktracks employee agreement toward key sentiment statements as part of its
quarterly employee opinion surveys. BlackRock’s Retention T askforce assessed this data to
identify gapsin sentiment between demographic groups and found that sentiment gaps between
employees fromunderrepresented backgrounds and their white peers had narrowed since 2020
around sentiments such as “My opinions are equally welcomed on my team” and “My manager

57 BlackRocK's leadership programs are complemented by sponsorship programsestablished in 2020 to
match Black and Latinx Managing Directorsand Directors with members of the GECand seniorleaders
across thefirm. There was some overlap between participants in these sponsorship programsand BLF
and LLF participants, but the sponsorship programs comprised a distinct effort that included
approximately 50 Managing Directorsand Directors. To address the development ofjunior-level talent,
BlackRockalso developed a sponsorship toolkitfor business leadersto sponsor VPs and Associates within
theirbusinesses.
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values my background and experience.” Gaps remained for senior level Black and Latinx talent
around certain statements, including “Someone like me can advance and succeed at BlackRock™;
“Ifeellike I belongat BlackRock”; and “I trust that my manager is held accountable to support
inclusivity.”58

5. Initiatives to Narrow the Experience Gaps of Black and Latinx
Employees

BlackRockhasdeveloped several initiatives to narrow the experience gaps of Black and
Latinx employees to support their retention, which include efforts to cultivate high-potential
candidates and develop programs to nurture an inclusive workplace culture.

BlackRockalso hasfocused on fostering an equitable promotion process by applying
globally consistent promotion criteria, embedding guidance on howto mitigate biases and
providing best practices for equitable calibration discussions. For the Managing Director
promotion process, BlackRockhas established a Managing Director Promotion Committee.
This committee reviews all Managing Director promotion nominations and makes the final
decisionon promotions. BlackRock hasinstituted a series of measures to mitigate potential bias
in this promotion process, including providing anti-bias training for interview partners who
assist the committee in conducting interviews of candidates, and instituting “calibration
sessions” in connection with the evaluation of candidates.

Calibration sessions are intended to “drive meritocracy through fair and consistent
application of promotion data,” and “ensure better decision making through awareness of
unconscious bias.” Duringthe sessions, a diverse set of evaluators engage in open discussion of
candidatesin comparisonto each otherin order to set a fair and consistent standard for the
evaluation of all candidates against BlackRock’s global promotion criteria and promote
collective ownership of promotion decisions. Feedback from calibration sessions may be
provided to unsuccessful candidatesin order to provide suggestions for development.
BlackRockhassought to limit the risk that calibration sessions could exacerbate underlying
biases by engaging consultants to conduct a Managing Director “cultural competency” workshop
for members of the Managing Director Promotion Committee.

BlackRocK’s efforts to foster an equitable promotion process have primarily focused on
promotions to Managing Director, for which the processis more robust than processesfor
promotionsto Director or below. However, BlackRock has also created resources for Director-
level and below promotions, including a performance checklist to be used by People Managers
for all employee reviews. BlackRock has also developed a Promotion Calibration toolkit to
provide guidance, materials, and resources for candidate evaluations on a business unit level.

BlackRocKk’s business units also create their own diversity goals and action plans, which
include actionsrelated to the recruitment, retention, development, and promotion of
underrepresented talent. For example, business units have set goals for coaching and
sponsorship opportunities for underrepresented team members and have created custom
development plans.

58 These observations come from employee sentiment data collected by BlackRock and reviewed by the
assessment team.
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BlackRocKk’s approach to the development and implementation of inclusivity effortsis
anchored in the principle of “One BlackRock,” which incorporates diversity, equity, inclusion,
belonging, and emotional ownership into BlackRock’sidentity. In2020, BlackRock developed
and launched a series of inclusivity measures to promote a sense of belonging at BlackRock
including a voluntary unconscious bias training; small group Inclusion Dialogue sessions; a
“Learning Out Loud” speaker series on DEI topics; and support for Employee Network Groups.

BlackRockhosted over 1,000 Inclusion Dialogue sessions globally in 2021, conducting
conversationsin each session with 12to 15 employees and an external facilitator on topics
related to DEI. Globally, 91% of Directors and Managing Directors, 83% of People Managers,
and 73% of employees at the VP level and below participated in at least one Inclusion Dialogue.
In the United States, participation was slightly higher with 81% of employees participating,
including 91% for Managing Directors & Directors, 86% of People Managers and 77% of
employees at the VP level and below. BlackRock’sinclusioninitiatives have been well-received
by BlackRockemployees, particularly the Inclusion Dialogue sessions; 88% of participants
“agreed or strongly agreed that BlackRockis taking the actionsit needsin order to support
inclusion.”

BlackRockhas also supported Employee Networks, which provide opportunities for
employees “with adiverse range of backgrounds, experiences, and perspectives to connect with
one another and help shape [BlackRock’s] culture.” Over half of BlackRock’s employees are
members of an Employee or Social Impact Network, although not all Employee Networks are
based on categories of racial diversity—for example, some Employee Networks are based on
gender identity, sexual orientation, or disability. BPN, acommunity of approximately 2,400
Black members and allies, was createdin2018; and SLN, a community of approximately 1,000
Latinx members and allies, was createdin2019. Priorto the formation of BPN and SLN,
BlackRockhad a single Employee Network for racially underrepresented employees. Employee
Networkslargely focus on establishing communities within BlackRock but have recently
expanded their role by developing their ownleadership and career development programs,
leading advocacy initiatives, and serving as advisors and facilitators for certaininitiatives
relating to inclusivity, retention, recruiting, and charitable giving. Despite the firm’songoing
support of Employee Network activities, the assessment team learned that manager recognition
for efforts to support DEI work, including through participationin the Employee Networks, is
inconsistent—some managers are supportive and recognize the work in connection with
performance evaluations; others appear to see it as a distraction from core job duties.

In addition to firmwide inclusivity efforts, most BlackRock business units have formed
their own internal committees to drive DEI initiatives. For example, some business units have
developed steering committees that advance and oversee specific inclusivity initiatives such as
community conversations, inclusion weeks, or equity workshops.

6. Initiatives to Improve People Manager Capabilities

Globally, BlackRock employs approximately 5,700 “People Managers,” or employees who
manage at least one other BlackRockemployee. BlackRock People Managers have the broadest
and most direct effects onthe day-to-day experience of Black and Latinx talent. Inconsistent
management experiences for Black and Latinx employees may contribute to attrition, which
BlackRockrecognizesis an ongoing challenge. A number of employeesbelieve that BlackRock’s
senior-most leaders’ commitment to DEI is genuine, but also believe that this commitment may
not bereflected at deeperlevels of the firm. This may lead to varyinglevels of recognition for
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DEI work performed on behalf of BlackRock or in furtherance of the implementation of its 2021
DEI Strategy.

Since the implementation of the 2021 DEI Strategy, BlackRock haslaunched several
initiatives to improve the capabilities of its People Managers in managing diverse teams and
promotinginclusive team cultures. These initiativesinclude programming and manager
resources to aid in the preparation and delivery of equitable performance reviews.

In March 2020, BlackRocklaunched voluntary, monthly People Manager Enablement
Sessions, which are discussions with seniorleaders focusing on managerial topics such as the
provision of feedback and performance reviews. Two of these sessions were focused on
inclusion and cultural competency: one inJuly 2020, and another in September 2021.
Approximately 25—35% of global People Managers attended these voluntary sessions.
BlackRockalso provides materials to People Managers that cover topics including the use of
global performance review criteria, creating effective written assessments, offering ongoing
feedback, setting yearly objectives, managing inclusively, and promotion nomination guidance.

In 2022, BlackRock developed the People Manager Accreditation program, whichis
composed of required manager development programs for all BlackRock People Managers,
three of which havelaunched. The current lineup of programs covers topics such as building
trust and psychological safety with direct reports, effective and equitable management, and
craftingactionable feedback. These courses aim to provide managers with tools to manage
diverse teams and create an inclusive environment in which different ty pes of performers can
succeed. Asof September 30,2022, approximately 75% of BlackRock People Managers have
completed these mandatory training programs.

Despite BlackRock’s efforts to ensure fair and equitable performance reviews, some
employees and senior leaders perceive that Black and Latinx employees are given limited stretch
opportunities, or opportunities that expand the scope of employees’ roles—a key metric for
promotion. Thereisalso a perceptionthat People Managerslack training onhow to provide
effective feedback, resulting inless frequent and specific feedback to diverse teams.

BlackRocK’s culture is viewed by some as fostering a hesitancy to mandate actions for
People Managers, which reduces People Manager accountability for DEI initiatives. For
example, although many Executive Committeebusiness unit leaders attend the DEI Goal Review
sessions held at the beginning, middle, and end of each year, where business unit leaders,
business unit Chief Operating Officers, and/or DEI Executive Committee leads meet with their
HR business partners and recruiters to align on recruiting, retention and development efforts
for the year, the assessment team learned that some business unit/functional unitleadersdo
not, creating a missed opportunity to drive accountability for implementing the Strategy to
lower-level People Managers within the business unit.
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7. Observations and Recommendations

Observations

BlackRockhastaken several stepsto develop and retain Black and Latinx talent. Ithas
instituted leadership development and sponsorship programs, such as the Professional
Preparation for Elevated Leadership, the Black Leadership Forum, and the Latinx
Leadership Forum, all of which received favorable feedback from participants.
BlackRockhas also developed two new initiatives to increase career development
opportunities for Black and Latinx talent at the Vice President, Director, and Managing
Director levels, which are sponsored and supported by members of the GEC.

Modest promotionrates for Black and Latinx talent and increasingrates of attrition
remain as potential obstacles. Promotionrates for senior-level Black candidates have
decreased from 2020 to 2021 and 2022. However, promotion rates for Latinx
candidatesincreased from 2021 to 2022. Meanwhile, voluntary attrition rates for Black
talent increased in 2021 but decreased in 2022. Voluntary attrition rates for Latinx
talentincreased in both2021 and 2022. Both Black and Latinx voluntary attrition rates
in 2021 and 2022 were higher than the overall U.S. attritionrate.

Asmany of BlackRock’sleadership development initiatives and programming to foster
an equitable and inclusive environment have only beenin place for one to two years—or
havejust recently been developed—there has been insufficient time to fully determine
their effects onretention efforts and BlackRock’s progress toward its publicly stated
Black and Latinx representation commitments.

As BlackRock reduced its external hiring in the fourth quarter of 2022, retention of Black
and Latinx talent has become even more vital to maintaining progress on BlackRock’s
publicly stated goals for senior leader Black and Latinx representation.

Reported Lack of Clear Career Paths within BlackRock

Limited racial diversity at the highest levels of the firm has the potential to discourage
some Black and Latinx employees from believing that they can thrive at BlackRock and
advanceto the highest levels of the firm. BlackRock’s senior-most leaders are viewed by
many employees as genuinely committed to BlackRock’s diversity goals; however,
representation of Black and Latinx employees at senior levels and on senior committees
may raise questions about that commitment.

BlackRockinstituted senior leadership development efforts to drive progress toward its
stated goal of doubling the number of Black and Latinx seniorleaders. Perceptions of
the potential of these programs to impact Black and Latinx career development vary.
There are some concerns that neither PROPEL, BLF, or LLF provide career mapping for
participants or address key criteria that most significantly affect promotion potential,
such as an employee’s scope of work, executive communication skills, or exposure to
“stretch”roles.
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BlackRocK’s efforts to deliver an equitable promotion process have focused on creating
and applying globally consistent promotion criteria, conducting businesslevel
calibration processes, and embedding guidance on how to mitigate biases; however, use
of these processes and resourcesis voluntary. BlackRock hasinstituted additional levels
of calibration and review at the Managing Director level that have not yet been applied to
all promotionlevels.

Perceptions Regarding Inconsistent People Manager Capabilities in Managing Racially
Diverse Teams and Promoting an Inclusive Team Culture

Some employees perceive that mid-level People Managers lack accountability for and
have not consistently embraced BlackRock’s 2021 DEI Strategy. Thereisalso a
perception at all levels of the firm that the commitment to improving racial diversity,
equity, and inclusion expressed by BlackRock’s senior-most leadersis not consistently
shared by BlackRock’s mid-level People Managersin such a way as to reliably improve
the day-to-day experience of Black and Latinx talent.

Thereis a perception among some employees that there is a tendency to view DEI work
as an activity that should be conducted from “5to 9,” leading to a viewthat DEI is an
“extracurricular” activity rather than a fundamental component of business
responsibilities.

BlackRocK’s efforts to equip and encourage People Managers to create an equitable
environment for Black and Latinx employees have not been accompanied by clear
incentives or substantive rewards for the equitable management of Black and Latinx
talent.

Recommendations

Consistent with its goal of increasing representation of Black and Latinx senior

leaders, BlackRock could consider:

Committing to increasing the diversity of the GEC and other significant senior
committees.

Working with business units to increase transparency regarding succession planning and
career development opportunities within and across business units (e.g., internal
promotion of lateral opportunities, stretch roles, or participation on mid-level
committees) for Black and Latinx talent, to address perceptions that there are not clear
career pathways within BlackRock for Black and Latinx talent.

Instituting a mechanism to assess the efficacy of the efforts by the Retention T askforceto
addressthe overall retention and career trajectories of Black and Latinx talent.

Furthering development of its measures to foster an equitable promotion process for
Black and Latinx talent. For example, BlackRock might consider:
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o Trackingjustifications provided in calibration sessions for unsuccessful Black
and Latinx Managing Director candidates in order to identify any broad themes
ortrends to address; and

o Evaluating performance ratings data and their component parts to identify any
disparities acrossracial lines and analyze any disparities for contributing factors.

To furtherits objective of cultivating an inclusive and equitable work environment,
particularly for underrepresented groups, BlackRock could consider implementing measures
to:

e Encourage greater People Manager buy-in of diversity goals, enhance effective and
consistent management of Black and Latinx talent, and improve accountability
particularly inthe VP and Director levels, such as by encouraging broader adoption of
skills-based reviews and developing performance review form templates that incorporate
recommended skills.

e Increase People Manager accountability for implementing BlackRock’s 2021 DEI

Strategy by encouraging or requiring business units to build in accountability measures
related to inclusion efforts for all managerial levels as part of the goal-setting for QBRs.

32



V. Pillar 2: Fiduciary and Other Activities

A. Pillar 2 Stated Goals

The 2021 DEI Strategy extends beyond BlackRock’s internal workplace practices. While
BlackRocKk’s DEI Strategy does not dictate how BlackRock manages assets on behalf of its
clients, the Strategy recognizes that there may be opportunities for DEI-related efforts across
many facets of BlackRock’s work as an asset manager, including its work to expand choice for
clients and help deliver on clients’ chosen investment objectives. Pillar 2’s goalsare to:

e “Strengthen ... clientrelationship[s]throughleveraging DEI as a differentiating
engagement topic.”

¢ Continueidentifying and incorporating any financially material DEI informationinto the
firm’s investment and stewardship processes with the objective of enhancing the risk-
adjusted returns of client portfolios.

e Developproducts, for clients that choose to invest in them, that focus on “racial equity,
social justice and gender equality,” or that aim to “[a]ccelerate economic outcomes by
investing in minority-owned companies and undercapitalized communities.”

e Develop and grow BlackRock’s relationships with diverse external businesses.
B. Communications with Clients on DEI

The first goal under Pillar 2 revolves around BlackRock’s interactions with clients on DEI
issues. BlackRockengageswith clients on two primary aspects of its DEI work: its internal DEI
initiatives, and its consideration of DEI when analyzing potential investments.

1. Communications with Clients Around BlackRock’s Internal DEI
Initiatives

BlackRockmanages the assets of individual investors and large institutional investors,
such as public pension funds and corporate retirement programs, and university and foundation
endowments. Fostering and maintaining client relationships and considering clients’ choices
are critical factorsinthe firm’sapproachtoits external DEI strategy and goals. BlackRock’s
asset management activities involve working with clients to help them meet their specific
investment objectives.

BlackRock’s commitment to its own DEI initiativesis an increasingly important
differentiator for clients of the firm. In recent years, some of BlackRock’s clients have shown
increased interest in the diversity of the firm’s workforce, its efforts to strengthenits
relationships with diverse external businesses, and, in certain cases, the diversity of the specific
teams managing their investments. Most recently, that interest hasincluded a stronger focuson
racial equity. Inadditionto specific requests from current clients, BlackRockhas begunto
encounter more in-depth questions and data requestsrelated to DEI in the RFPs it responds to,
signaling the priority some clients are placing on DEI as a factor inselecting an asset manager.
Because of their increased interest in DEI, clients have asked BlackRock to share its internal and
external commitmentsrelated to DEI.
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Explanations suggested for the increased client interest in BlackRock’s DEI
commitments are that some clients:

e Want to work with organizations that share their values, and seek to use their influence
as a client to affect positive change relating to DEI within BlackRock;

e Facestakeholder pressure to hire asset managers who have a well-articulated DEI
strategy and a team that reflects acommitment to diversity; and

e LooktoBlackRock for best practices, and may want to apply BlackRock’s DEI framework
to their own organization or use it as a resource.

While DEI is not a priority for all clients, many of BlackRocKk’s clients are interested in
BlackRocK’s corporate DEI commitments and efforts to retain underrepresented talent. Some
clients are also interested in how DEI factorsinto BlackRock’s investment and stewardship
processes and how it guides the firm’s philanthropic work.

Certain clients, including some public pension funds, are interested in having DEI goals
or commitments reflected in the firms BlackRockemploys to handle their assets. These public
pension clients are often focused on their own DEI goals, given the diverse composition of their
beneficiaries or, in some instances, due to state legal requirements or mandates related to DEI.
For example, due to state-law DEI requirements, a major institutional client requested that
BlackRock consider diverse managers within its selection process, which prompted BlackRock
to create the Diverse Manager Program, based in part on the existing model of the Diverse
Broker Program, both of which are described in detail below.

To respond to this increased volume of client inquiries related to DEI, in 2021,
BlackRockcreated the role of Director of U.S. & Canada DEI Client Engagement (“Director of
Client Engagement”). Her jobis to provide DEI insights to clients when clients have expressed
interest in meaningfully making DEI a part of the conversation. She doesnot have an assigned
team to support her efforts and works to engage client Relationship Managers (“RMs”)59to help
carry out thiswork. She reported close to 120 engagements with clients related to DEI in 2022,
and has created materials on DEI designed for bothinternal and external audiences. She has
begun to track BlackRock’s interactions with clients on DEI, including self-reporting by RMs
when they discuss DEI with clients, but these efforts are fairly recent and not universally
implemented across the firm.

For example, in spring 2022, the Director of Client Engagement launched a “DEI 101”
curriculumto provide BlackRockemployees with additional resources to learn about the firm’s
DEI efforts. She hasalso created client-facing materials for use by RMs to share insights about
BlackRock’s 2021 DEI Strategy and related commitments with clients. Similarly, she has begun
to train RMs on how to effectively communicate BlackRock’s 2021 DEI Strategy to clients.

BlackRockraises client awareness of its corporate DEI effortsin several additional ways
in the United States. First, it incorporates discussion of these topics into regular client meetings
with interested clients, which may include quarterly, biannual, or annual business review

59 Relationship Managers are individuals within Institutional Client Business who interact directly with
clientsandrespondto theirneeds.
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meetings. Second, itdraws attentionto BlackRock’s DEI efforts in “finals presentations,” in
which BlackRock is making presentations to prospective clients to be selected for newor
additional business opportunities. Third, BlackRock presents onits DEI effortsinresponse to
client expressions of interest in DEI. Finally, BlackRock’s responses to RFPs often contain
information about its own DEI efforts. Historically, DEI questions and data requests within
RFPs have been focused on gender; however, recently, RFPs have had a stronger focus onracial
equity, including some detailed requests for employee and supplier data.

BlackRockalso shares resources and provides technical assistance on DEI strategies
when clients seek this information to strengthen their own DEI commitments and practices.
Other leaders at BlackRock, including the Global Head of DEI, play a key role in helping to build
and share this knowledge with clients. For example, the Global Head of DEI servesasa resource
for clients on best practices regarding internal and external DEI initiatives. The assessment
team also spoke with a BlackRock client who sought technical assistance for its own DEI
program and that valued the resources and support BlackRock provided.

2, Communications with Clients Around DEI-Related Investing

In additionto BlackRock’s interactions with clients onits own DEI initiatives, BlackRock
also engages with clients who are interested in allocating their investments in wavs that align
with their own values, and/or who are potentially interested in sustainable investing.®° This
assessment focused on investment options involving consideration of DEI and/or racial equity
factors.

Throughout the assessment process, BlackRock personnel consistently stressed the
importance of client choice and advancement of client goals. Different clients have varied
investment goals, requiring BlackRock to undertake distinct analyses of howbest to serve
clients’interests consistent with its fiduciary duties. Most often, clients direct BlackRock to
deliver the best returns to meet a specific obiective. Generally, clients that are interested in
sustainable investing have focused on environmental- or climate-related issues as compared to
socialissues.

Based on feedback received through client interviews and discussions with individuals at
BlackRock, clients that seek to invest in DEI-related products might do so for several reasons,
including performance; specific values alignment: and interest in investingin companies that
drive a particular societal outcome or “impact.” However, client interest in DEI-related
products does not necessarily translate into actual investments. The assessment team received
feedback that the gap between clients’ interest in these products and clients’ actual investments
in these productsisdue to “demand” and “supply” limitations.

On the demand side, DEI-related investments may be lower-priority investments for
some clients. Evenwhen clients are interested in DEI, there may beless demand for these
products because clients may not knowhowtheir interest in DEI principles translatesto
particular investment goals. According to BlackRock personnel, clientsinthe corporate,
foundation and endowment spaces are more familiar with or more comfortable incorporating
DEI orracial equity considerationsinto their investment strategies. Incontrast, pension funds

60 BlackRockdefines “sustainable investing” as strategies with environmental, social and/or governance
objectives, themes, and related considerationsas a principal meansfor selectinginvestments.
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in the United States operate under legal limitations imposed by federal, state, orlocal law. 6
Recent regulations®2issued under ERISA address which factors can be integrated into fiduciary
decision making regarding plan investments and exercises of shareholder rights in ERISA-
covered plans. Consistent with Supreme Court precedent,3 the regulations mandate that such
fiduciary decisions be made in the first instance for the exclusive purpose of maximizing risk-
adiusted financial returns to provide the benefits due under the plan and to defrav the
reasonable costs of administering the plan.®4 Accordingly, some pension fund clients have
chosento focus more on engaging with BlackRockonits corporate DEI performance and
commitments versusinvesting in DEI-related products, based onregulatory limitations that
may be applicable.

On the supply side, these productsin general—and those focused on DEI and racial
equity in particular—are in a much earlier phase of development than climate- or environment-
related products. Thereare fewer DEI-related products available that may meet clients’
investment obiectives. The supplv constraint for DEI-related products has been attributed to
limitationsin available data and still-emerging understandings of the metrics that positively
correlate with socialimpact and investment fundamentals. The development and application of
standardized kev performance metrics and “proof points” are less developed, particularly in
terms of how DEI data and practicestranslate to return on assets. These constraints factor into
DEI-related product development and investment generally and reflect constraints both at
BlackRock and within the broader industry.

According to BlackRock investment and client business teams, although client interestin
DEI is increasing, demand for and supply of DEI products is much lower than for other aspects
of sustainable investing, and thus feature less frequently in the conversations that BlackRock
has with its clients on these topics. Incontrast to the attention given to environment-related
investments. BlackRockindicated that their clients historicallv have faced less external pressure
to align their investment principles with considerations of DEI in general, or racial equity in
particular.

61 Some state andlocal jurisdictionsimpose ad ditional require ments on public sector pension clients that
require them, amongother things, to incorporate ESG factors into their investment strategies, or to not
place planassetswith investment managers viewed asunfriendly to local industries.

62 Prudence and Loyalty in Selecting PlanInvestments and Ex ercising Shareholder Rights, 87 Fed. Reg.
7 3822 (Dec. 1, 2022), amending Financial Factors in Selecting Plan Investments, 85 Fed. Reg.72846
(Nov. 13,2020).

63 Fifth Third Bancorpv. Dudenhoeffer,573U.S.409(2014).

64 Investment Duties,29 C.F.R. § 2550.404a—1 (2016); Max M. Schanzenbach & Robert H. Sitkoff, ESG
Investing Afterthe DOL Rule on “Prudence and Loyalty in Selecting Plan Investments and Exercising
Shareholder Rights”, HARV. L. ScH. F. oN CorP. Gov. (Feb. 2, 2023),
https://corpgov.]aw.harvard.edu/2023/02/02/esg-investing-after-the-dol-rule-on-prudence-and-loyalty-
in-selecting-plan-investments-and-exercising-shareholder-rights/.

36


https://corpgov.law.harvard.edu/2023/02/02/esg-investing-after-the-dol-rule-on-prudence-and-loyalty-in-selecting-plan-investments-and-exercising-shareholder-rights/
https://corpgov.law.harvard.edu/2023/02/02/esg-investing-after-the-dol-rule-on-prudence-and-loyalty-in-selecting-plan-investments-and-exercising-shareholder-rights/

3. Observations and Recommendations

Observations

e BlackRockhastakeninitial stepstoward achievingits goal of leveraging DEI as a
differentiating topic with interested clients. It has made sharing its 2021 DEI Strategy a
formal aspect of its interactions with interested clients, strengthening the firm’s
commitment to DEI by building the knowledge and capacity of BlackRock’s client-facing
teams and its clients around DEI.

e The DEI Client Engagement function has only one employee working full-time on
coordinating and organizing BlackRocKk’sinteractions around DEI with clients. A more
robust DEI Client Engagement function would present additional opportunities to retain
and procure client business and could also demonstrate the firm’s commitment to DEI
and help DEI effortsbecome more connected to core business imperatives, ina
sustainable and scalable way.

¢ BlackRocKk’s progressin engaging clients around DEI initiatives faces obstacles due to
varied client interest, insufficient information regarding DEI-related metrics, and certain
legal, regulatory, or political constraints on some clients’ investment activities.

e Historically, BlackRock has engaged some clients on DEI-related issues broadly, rather
than on racial equity specifically. There may be an opportunity to share more about
BlackRocKk’s progress and commitment in this area.

Recommendations

Consistent with its commitment to respond to client interest in DEI and provided
such actions are consistent with its role as a fiduciary, BlackRock could:

e Consider further developing the capacity of its DEI client engagement program by
adding additional personnel to the DEI Client Engagement team; formalizing training of
RMs; and improving tracking of DEI interactions outcomes, such as client goals and
other quality measures.

e Useimprovementsin DEI engagement data to create tools to address variationin client
knowledge and interest in DEI; better tailor the information it shares on DEI; and
encourage RMsto be proactive with clients who may have an interestin more
information on DEI.

e Developtoolsandresourcesto communicate with clients interested in racial equity,
including case studies and relevant research, consistent with applicable legal restrictions.

C. Investment Stewardship
BlackRock’s Investment Stewardship team (“BIS™) engages with public companies to

support themin their effortsto deliver long-term financial returns on behalf of BlackRock’s
clients, the asset owners. BIS’s engagements are focused on corporate governance and arange
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of other material business issues that are intrinsic to a company’s ability to create long-term
value, including material workforce-related risks and opportunities. BIS hasidentified how
companies support a diverse and engaged workforce, in the context of acompany’s key markets
and the customers and communities they serve, as one area for engagement with companies.

1. Engagement on Board Diversity

BIS guidelines note that diversity inthe boardroomis a means to promoting diversity of
thought and avoiding “group think” in the board’s exercise of its responsibilities to advise and
oversee management.® Inlookingto understanda board’s diversity, BIS considers the
professional characteristics of each of its directors, including industry experience, specialist
areas of expertise and geographic location; as well as the demographic characteristics of each of
its directors such as gender, race/ethnicity, and age (disclosed in the aggregate, consistent with
governing law).

In the 2015—2016 proxy voting season, board gender diversity became an explicit part of
BIS’sengagement principles and an area of interest for other institutional investors. In2018,
BIS added gender diversity factors to its U.S. Proxy Voting Guidelines. % The guidelines stated
that BlackRockwould consider a vote against directors at companies where there were fewer
than two women on the board. During this time, numerous other investors also were focused on
theseissues and changesin government policies encouraged board diversity. Since 2018, the
share of Russell 1000 firms with no female directors dropped by 50% peryear, until there were
no such firms leftin 2021.

Morerecently, BIS published its first set of Voting Guidelines in the United States and
the United Kingdom that make specific reference to racial diversity onboards. The 2022
guidelines, which applied to the 2021—22 proxy season, state, “We believe boards should aspire
to 30% diversity of membership and encourage companies to have at least two directors on their
board who identifyv as female and at least one who identifies as a member of an
underrepresented group.”%” BlackRock is phasingin the implementation of this new voting
policy, and in the 2021—22 proxy season, this policy applied to S&P 500 companies in the
United States.

BIS has recognized that building diverse boards can take time and has considered that
smaller companies or companies in certain sectors may face more challenges in increasing board
diversity. However, BIS has also indicated that if a company has not adequately accounted for

65 BlackRock Investment Stewardship: Global Principles, Effective as of January 2023, BLACKROCK,

https://www.blackrock.com/corporate/literature/fact-sheet/blk-responsible-investment-engprinciples-
global.pdf.

66 The United States ProxvV oting Guidelines are intended to summarize BIS’s regional philosophy and
approach to engagementand voting, as well as BlackRock’s expectations of directors for United States
companies.

67 Underrepresented is defined in a footnote of the Voting Guidelines as: “Including, but notlimited to,
individualswho identify as Blackor A frican American, Hispanic or Latinx, Asian, Native Americanor
Alaska Native, or Native Hawaiian or Pacific Islander; individuals who identify as LGBTQ+; individuals
who identify asunderrepresented based on national, Indigenous, religious, or cultural identity;
individuals with disabilities; and veterans.”
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diversitv inits board composition within a reasonable timeframe, it may vote against members
ofthe board or governance committees for an apparent lack of commitment to board
effectivenessif it believes doing so is consistent with clients’ economic interests.

BlackRocKk’sdecisionto focus onboard racial diversity was driven, in part, by regulatory
and legislative developments at the federal and statelevel. Thisincluded the Securities and
Exchange Commission’s (“SEC”) August 2021 approval of Nasdaq’s Board Diversity Listing
Rules, which require diversity disclosures by covered companies.®8

BISreports on Director votes based on diversity and does not distinguish betweenvotes
based on gender diversity, racial and ethnic diversity, or other diversity concerns. Between July
1,2021 and June 30,2022, BISreported that:

e BISdid notsupport 1035 directors at 589 companies in the United States based on
diversity;and

e BISdid notsupport at least one director based onboard diversity reports at 14 % of
companiesin the United States. %

While BIS doesnot disaggregate its voting data, it is clear fromthe assessment team’s
reviewthat any “no” votes for directors on the basis of diversity through at least June 30,2022,
were based on insufficient gender diversity. Publicly available dataindicates that all of the S&P
500 companies had at least one person of color on their boardsin 2022.7°

2, Engagement on Data and Disclosure

In the United States, BIS engages with companies on their material DEI data, strategies,
and outcomes, encouraging enhanced disclosure where consistent with BlackRock’s clients’
long-term financial interests. BlackRock’s Proxy Voting Guidelines state, “Where we believe a
company’s disclosures or practices fall short relative to the market or peers, or we are unable to
ascertainthe board and management’s effectiveness in overseeing related risks and
opportunities, we may vote against members of the appropriate committee or support relevant

68 Self-Regulatory Organizations: The Nasdaq Stock Market LLC; Order Approving Proposed Rule
Changes, as Modified by Amendments No. 1,to Adopt Listing Rules Related to Board Diversity andto
Offer Certain Listed Companies Access to a Complimentary Board Recruiting Service, SEC, Release No.
34-92590 (Aug. 6, 2021), https://www.sec.gov/rules/sro/nasdaq/2021/34-92590.pdf (adopting Nasdaq
listingrules thatrequire companies, other than exempt companies, to publicly disclose annually board
diversity statisticsin a standardized format and to have or explain why they do not have atleasttwo
diversedirectors, one of whom self-identifies asfemale and one of whom self-identifies as an
underrepresented minority within the timeframesoutlined in the rule).

69 BIS 2022 Voting Spotlight, BLACKROCK (July 2022),
https://www.blackrock.com/corporate/literature/publication/2022-investment-steward ship-voting-
spotlight.pdf.

70 Racial and Ethnic Diversityon U.S. Corporate Boards — Progress Since 2020, ISS INSIGHTS (July 6,
2022), https://insights.issgovernance.com/posts/racial-and-ethnic-diversity-on-us-corporate-boards/.
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shareholder proposals.””* When engaging with a company on DEI issues, BISlooks to
understand the company’s DEI outlook, strategies, results, and ideas regarding possible areas
forimprovement.

BIS encourages companies to publish and publicly disclose their race and gender
representation data, as captured in standard federal EEO-1 forms. Disclosure of this data
facilitates BIS’s discussions with companies and helps BIS engage with each company based on
unique and relevant facts and circumstances. Additionally, the EEO-1 format provides a
standardized baseline against which to measure a company’s progress on DEI metrics over time
and relative to peers. Companies often elect to supplement this data to provide amore complete
picture of their workforce and DEI practices.

BIS tracksits engagements, but does not specifically track engagements related to DEI.
BISreported that between January 1,2022 and December 31, 2022:

e Ithad 3,045 engagementswith 2,174 companies addressing board governance,
performance, composition, and succession planning; and

e Ithad 509engagementswith 402 U.S.-based companiesinthe category of “company
impacts on people.”

3. Review of DEI-Related Shareholder Proposals

A third BIS activitvrelating to DEI is its evaluation of and voting on shareholder
proposals. BIS seeksto make voting decisions onproposals as a fiduciary acting in clients’long-
term financial interests, and has developed a processto evaluate proposals.72 BIS uses a formal
policy frameworkthat applies factors on a case-byv-case basis to determine if a DEI-related
proposalis in the best long-term economic interest of that company’s shareholders. Based on
this evaluation, BIS will either vote for or against the proposal.

BlackRockhasintroduced Voting Choice, aninitiative launched in 2022 that provides
institutional investors in eligible funds and accounts more input into the proxy voting process by
allowing them to select a proxv voting policy to apply to shareholder votes reflecting an
investor’s proportionateinterest in certain pooled funds holding those shares. The program
allows eligible institutional investors to give input across arange of issues, including on
proposalsrelated to environmental and social issues. Voting Choice is currently opento
investorsrepresenting $1.8 trillion of the $3.8 trillion invested in BlackRock equity index
funds.”3 The majority of BlackRocKk’s clients continue to rely on BIS to engage and vote on their

7t BIS Proxy Voting Guidelines for United States Securities, BLACKROCK (Jan.2023),
https://www.blackrock.com/corporate/literature/fact-sheet/blk-responsible-investment-guidelines-
us.pdf.

72 Id.; BlackRock Investment Stewardship : Glo bal Principles, Effective as ofJanuary 2023, BLACKROCK
(Jan. 2023), https://www.blackrock.com/corporate/literature/fact-sheet /blk-responsible-investment-
engprinciples-global.pdf.

73 Andrew R. Sorkinet al., BlackRock Sees a ‘Revolution’ Coming in Corporate Governance,N.Y. TIMES
(Nov. 3,2022), https://www.nytimes.com/2022/11/03/business/dealbook/blackrock-investors-esg-
corporate-governance.html.
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behalf, in accordance with the BIS framework. BlackRock estimated that by the end of
September 2022, clients accounting for $4 52 billionin assets had opted to use Voting Choice to
express their voting preferences.74

BIS evaluates shareholder proposals based on a framework and set of global principles.”5
The initial analysis, conducted by the BIS analyst assigned to a particular company, starts with
an evaluation of the shareholder proposal to determine if the proposal is accurate, not overly
prescriptive, and relevant. Next, BIS compares the proposal to the actions the corporationis
currently undertaking, planning to undertake, or has previously undertaken to discern what, if
any, additional benefit could be derived fromimplementation of the proposal. Ultimately, BISis
guided in its voting decisions by whether the proposal is on an issue that is material to
advancing long-termvalue, presents the issue in language that is fair and balanced. and has the
potential to provide additional benefits to shareholders beyond actions the company is already
taking.

Under this framework, BIS will not support a shareholder proposal that micromanages
the subject company’s management team; commands a course of action that is duplicative or
redundantin light of the corporation’s existing actions and/or disclosures; or is not, on BIS’s
assessment, aligned with long-term shareholders’ financial interests, because votingin favor of
such proposals would not align with BlackRock’s view of its duties as a fiduciary.

BIStakesa case-byv-case approach to shareholder proposals related to social issues, as
evidenced by its voting publications. BIS collects and publishes data on its votes, and in certain
instances, publishes vote bulletins to explainthem. In 2022, BIS published three vote bulletins
specifically addressing proposals for racial equity or civil rights assessments at McDonald’s,
Alphabet, and Chevron.76

74 Id.

75 BlackRock Investment Stewardship: Global Principles, Effective as of January 2023, BLACKROCK (Jan.
2023), https://www.blackrock.com/corporate/literature/fact-sheet/blk-responsible-investment-
engprinciples-global.pdf.

76 BlackRock Vote Bulletins for Chevron Corp., BLACKROCK (May 2022), https://www.blackrock.com/
corporate/literature/press-release/vote-bulletin-chevron-may-2022.pdf; BlackRock Vote Bulletinsfor
Alphabet, Inc., BLACKROCK (June 2022), https://www .blackrock.com/corporate/literature/press-
release/blk-vote-bulletin-alphabet-jun-2022.pdf; BlackRock Vote Bulletins for McDonald’s Corp.,
BrackRock (May 2022), https://www.blackrock.com/corporate/literature/press-release/vote-bulletin-
mcdonalds-may-2022.pdf.
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The assessment team reviewed votes on shareholder proposals based on existing
categories used by Institutional Shareholder Services (ISS) to track publicly filed shareholder
proposals. Asnoted in the table below, during the 2021 and 2022 proxy vears,”” most of
BlackRock’s “for” votes on proposals that involve social issues, as defined by BIS,78related to
DEI and/orracial equity. After reviewing all categories, the assessment team grouped ISS
categories of board diversity, gender pav gap, racial equity audits, labor issues (discrimination
and miscellaneous), EEO reports, and workplace sexual harassment as “DEI/Racial Equity-
Related Proposals.” BlackRock voted infavor of 22 out of 37 proposals that the assessment
team categorized asrelated to racial equity assessments and/or civil rights audits over this two
year period. Thisincluded six of the seven proposals from 2020—21 involving companiesin the
financial industry. Over thistwo-year period, BlackRock also voted in favor of almost all
proposalsrelated to EEO reporting.

BIS “For” Votes

‘ Number of Overall Votes

Cast by BlackRock
2021 Proxy Year (July 1,2020-June 30, 2021)

All Proposals Involving 5 5
Social Issues 7 7
DEI/Racial Equity-Related 5
Proposals7? 34 3
Proposalsto Conduct 1180 3
Racial Equity Assessments
Proposalsto Reporton 11 10
EEO%
2022 Proxy Year (July 1,2021—June 30, 2022)
All Proposals Involving 178
Social Issues 7 35
DEI/Racial Equity-Related 6 .
Proposals 4 7
Proposalsto Conduct
Racial Equity 26 14
Assessments®?
Proposalsto Reporton 3 6
EEO

77 BlackRockusestheterm “proxyyear”to referto the period during which shareholder proposals are
submitted for consideration and voted upon at companies’annual meetings. The 2021 proxyyear refers
to the period between July 1, 2020 and June 30,2021. The 2022 proxyyearrefersto the period between
July1,2021andJune30,2022.

78 BIS defines “socialissue” proposals as those involving I'SS categoriesrelated to: board diversity; animal
testing and welfare; charitable contributions; gender pay gap; income inequality; labor issues; weapons;
and workplace sexualharassment.
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4. Observations and Recommendations

Observations

e BISis takingsteps to understand workforce and leadership diversity in the companiesin
which BlackRock invests, when it believes that to be in line with its fiduciary duties to act
in the best interests of its clients. Indevelopingits voting and engagement policies, BIS
considers that firm-level DEI practices may be material to long-term shareholder value,
and it has acted, through engagement and voting, consistent with that view.

e BISis a well-established program with a publicly-available written policy framework to
guide decisions, internally delineated roles and responsibilities, transparency, and
formal structures for data tracking and reporting that improves its ability to support
sound corporate governance onits clients’behalf and to support the long-term economic
interests of its clients.

e BIShas found that companies that consider material sustainability-related risks and
opportunities in their business models are better-positioned to deliver long-term values3
and has recognized the financial impact DEI issues may have on a company, and has a
strong multi-year historical record on engagement around board gender diversity that
predatesthe 2021 DEI Strategy. Italso has recently revised its policies to specifically
account for racial equity and diversity where it can be material. It has chosento engage
on this topic due to its belief in positive correlations between board diversity and more
resilient decision-making and long-term shareholder value.

e Furtherrefinement of BIS’s internal policies and structures as they relate to DEI would
allow BIS to deepenits understanding of the relationship between racial equity and long-

79 As noted above, this category includes votesin ISS categoriesrelated to board diversity, gender pay gap,
racial equity audits,laborissues (discrimination and miscellaneous), EEO reports, and workplace sexual
harassment.

80 Priorto March2022,1SS did not utilize a separate category for racial equity audits. The votes
categorized by the assessment team as related to racial equity audits (including proposals with titles that
included a referenceto a civil rights audit, or referenced a report on racial equity, racial justice or racism
in corporate culture) were votesin the 2021 proxyyearrelated to proposalsto Abbott Laboratories (for),
Amazon (for); the Bank of America Corporation (for), Citigroup Inc. (for), Goldman Sachs Group (for),
Intel Corporation (against), Johnson &Johnson (for),JP Morgan Chase & Co. (for), PayPal Holdings
(against), State Street Corporation (for),and Wells Fargo & Company (against).

81 This categoryis defined by ISS as proposals for companiesto voluntarily disclose EEO-1 data,or
workforce demographic datawhich the United States Equal Opportunity Employment Commission
(EEOC) collects from private sector companies in the United States.

82 The totalfor2022includesthe 24 proposals formally categorized by ISS as “Racial Equity and/or Civil
Rights Audit,” and the two proposalsin the 2022 proxyyear prior to March 2022 with titlesthatincluded
a civilrightsaudit, orreferenced a report on racial equity, racial justice, or racismin corporate culture,
whichwere FedEx Corporation (against) and Oracle Corporation (for).

83 BlackRock Investment Stewardship, BLACKROCK, https://www.blackrock.com/corporate/about-
us/investment-stewardship.
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termshareholder value. Some limitationsin BIS’sreporting and data collection hinder
BlackRocK’s ability to fully capture DEI engagements, related voting decisions, and the
steps companies take, in response to shareholder engagement or voting, to address
material risks arising from their approach to the racial equity impacts inherent in their
business models. BIS does not have a formal processto break out voting specifically
related to board racial diversity, or diversity on any other basis, from voting related to
board diversity in the aggregate.

¢ While BIS’s publications make clear that it takes a case-by-case approach to shareholder
proposals and makes voting decisions based on clients’long-term economic interests, the
rationales for different outcomes on similar proposals could be made more transparent
to external stakeholders. This could reduce the risk of perceived variationin the firm’s
voting decisions across proposals that may appear similar to external stakeholders.

Recommendations

To further the work BlackRock’s Investment Stewardship team does around material
workforce and leadership diversity issues in support of its clients’long-term financial
interests, BlackRock could:

e Furtherelevate racial equity as an engagement topic with public companies, where
appropriate, and strengthen consistency and transparency around this engagement by
continuing to:

o Refineits voting and engagement data to provide greater insight and
transparency on how BlackRock votes on DEI /racial equity issues, including by
disaggregating board diversity voting data on the basis of race; and

o Advocatefor disclosuresin additionto EEO-1 data, including disclosure of
additional standardized DEI metrics, where material and in its clients’ economic
interests, such as leadership diversity at all levels of an organization and pay
equity measures.

e Formalize the methodology for analyzing social impact proposals to tailor the application
of BIS principlesto the subject matter. In addition, identify opportunities to provide
more explanations of vote rationales—through voting bulletins and/or a public guidance
document—specifically related to voting on racial equity assessments. Giventhe
significant stakeholder interest in this area, this also could provide greater transparency
regarding BlackRock’s voting decisions.
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D. DEI-Related Products and Investing

Asnoted above, BlackRock’s 2021 DEI Strategy contains two goals regarding DEI-related
products:84to develop products, for clients who choose them, focused on racial equity, social
justice, and gender equality; and to accelerate positive economic outcomes by investingin
minority-owned companies and undercapitalized communities. In doing so, BlackRockis
responding to interest by some clients whose investment objectives include achieving impact
outcomesinaddition to financial return.

Currently, there are limited options for DEI-related products across the industry. Data
challenges related to material DEI metrics as well as client hesitancy have been cited as
explanations for these limited product offerings. Inthis context, there are fewer opportunities
toleverage DEI metrics in investment strategies, and most of the existing opportunities are
focused on gender diversity. Since 2020, BlackRock hasfocused onidentifying waysto leverage
social impact criteria, including racial equity measures. BlackRockhasmade clear its
commitment to offering clients choice in achieving their investment objectives, including the
ability to invest assetsin a manner that seeksto promote DEI, if they choose to, inthe context of
these challenges and opportunities.

Within this space, BlackRock offers interested clients two high-level approaches,
providing arange of choices for these clients to advance their investment objectives:

e Productsfocused oninvestingin companies or assets with positive DEI
characteristics; and

e Productsfocused oninvestingor directing capital to companies or assetsin order to
advance asocietal outcome, such asinvesting in undercapitalized demographics
(some of which are “impact” solutions).

BlackRockhasreported that itsinvestment approachisrooted inits fiduciary duties to
its clients and is informed by three principles: understanding the client’s investment objectives;
seeking the best risk-adjusted returns within the scope of its client-driven mandate; and
underpinning its work with research, data, and analytics. BlackRock applies that same approach
to sustainable investing. The investment options available to clients vary based on the types of
assets a client might choose to invest in—publicly traded companies, real assets, credit, bonds,
or alternative investments—along with whether a strategy is actively managed or uses an index
approach. Index funds, where BlackRock invests the majority of its clients’ money, seek to track
the returns of a specific market index (for example, the S&P 500), composed of a wide range of
individual companies. Asexplained below, the difficultiesin finding and applying data related
to material DEI metrics apply to greater and lesser degrees across these different types of assets.

1. Industry-Wide Challenges to DEI Investing

BlackRock, like otherlarge asset managers, leverages large data sets from third-party
raters such as Morningstar and MSCI to help assess environmental, social, and governance
(“ESG”) factors in making investment decisionsin actively managed products. There are
significant challenges in obtaining and applying existing data on DEI and racial equity factors.

84 BlackRockpreviously used the term “S products” to refer to the products described in this section.
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For example, third-party raterslook at risk factors that do not typically include measures related
to DEI; researchis still emerging on how to quantify the effect of DEI factors onlong-term
financial performance; and existing funds and products based on DEI measures are quite
limited. To the extent there is data being utilized by BlackRock and othersrelated to DEI, it is
most often focused on diversity, such asboard diversity metrics. BlackRock provides public
disclosure onthe characteristics of index portfolios. Because DEI datais less developed than
other sustainability data, measuring the DEI-related characteristics of index fundsis more
difficult.

Impactinvesting provides clients with opportunities to choose products with a
commitment to generate positive, measurable, and additional sustainability outcomes. Impact
investing can present research challenges, but also opportunities for innovation. DEI-related
metrics are typically based on firm-level measures like board and workforcediversity data, or
risksrelated to bias or human rights, harassment, and labor practices, whereas metrics for
impact are often also based on economic, geographic, and social data at a local level (like student
achievement gaps or unemployment rates). Insome cases, existing large-scale public data sets
can be used as toolsto help predict and evaluate social impact, but there still may be gaps,
particularly with respect to measures of racial disparity .8

2. Products and Research Focused on DEI

BlackRocK’s first goal within this focus area—developing products, for clients who choose
them, focused onracial equity, social justice, and gender equality —aligns most closely with the
set of DEI-related products that invest in companies that exhibit positive DEI characteristics.
BlackRockdoesnot offer any such productsin the United States.8 BlackRock is currently
developing two DEI-related equities products, including one that is targeted at the United
States.87

Aspart of developing new products and strategies to help meet its clients’ objectives,
BlackRockconducts research related to DEI and racial equity measures. Beloware some
examples of DEI-focused research at BlackRock:

85 For example, whenthe Municipal Bonds team was evaluating racial equity metrics,some of the
measures were not consistently available acrosslocations. The BlackRock Impact Mortgage Fund product
discussedin SectionV.D.4.b cannot directly measure racial equity due to data privacy limitations for
mortgages guaranteed by government entities.

86 BlackRockhasseveral iShares products (collections of exchange-traded funds) available outside the
United Statesthat invest in companieswith strongrecordson gender equity and humanrights.

87 The other DEI-related product in developmentis an EMEA-focused fund.
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DEI Research Focus
The Sustainable Investing Research team focuses on the link between

Team

Sustainable sustainability and financial materiality. Itsresearch and testingon social
Investing and DEI key performance indicators (“KPIs”) produce insights that are
Research considered ininvestment processes and decisions, and form the basis of

some of the products that BlackRockdevelops.88

In the summer of 2020, a team within MASS initiated efforts to compile

Multi-Asset data of KPIsforracial equity along two dimensions, economic equality,

ggli?ltgﬁl:ss and and jgstice. Thisresearch culminated il} an aca_dgmic paper, 82 and .
(“MASS™) certain of the KPIswere used by a team in Municipal Bonds to help build
out a social impact framework discussed below.
For overtenyears, SAE has conducted targeted research to identify
ST factors thai; canbe §pecifically tied to increased fin:alncial returns, and,
e T based on client choice, applying that research_to chen_t portfphos.
(“SAE”) Examples of S-related research the SAE teamis working on include

measures of the positive impacts of racial and gender diversity on
boards, and the effects of veteran hiring on firm financial performance.

Other teams at BlackRock also incorporate DEI and sustainability research into products
that have a specific investment objective to advance their clients’ goals related to impact
investing, as discussed in the following section. While research at BlackRock is often highly
structured, involving formal peer reviews and set protocols, exact procedures vary across teams.
Research topics also may develop organically based on the interests of particular individuals and
clients.

The MASS and SAE research was showcased, along with similar efforts, at BlackRock’s
inaugural DEI Research Symposiumin December 2021, which brought together key figures
within the firm that are engaged in DEI-related research. The symposiumincluded
presentations on topics such as stewardship insights related to DEI and the relationship
between DEI and financial performance.

3. Additional Resources for ESG Research and Integration

BlackRockteams can access material ESG data through Aladdin® Research, a sub-
component of Aladdin®, BlackRock’s proprietary analytics and data software. Aladdin®
Research contains data from five unique sustainability and third-party data providers, in
addition to portfolio managers and investment research teams. BlackRockhasbeenbuilding

88 BlackRockannounced in October 2022 that in 2023, the Sustainable Investingteam would be
rebranded as the Sustainable Transitions Solutionsunit. The Sustainable Investing Research team will
join BlackRock Investment Institute (BIT) and be re-branded asthe Sustainable Investment Research and
Analytics team.

89 Andre Bertolotti et al., On the Basis of Race—A Framework for Measuring Racial Equity and
Implications forInvestment Analysis, SEMANTIC SCHOLAR (Dec. 14, 2021),
https://papers.ssrn.com/sol3/papers.cfim?abstract_id=3977086.
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out this resource with data related to climate, butin light of limited data coverage and
inconsistency across sectors, the efforts to analyze and integrate social impact measures are at a
more preliminary stage.

BlackRockalso considers financially material ESG data in its investment processes
throughits ESG integration efforts. BlackRock defines ESG integration as the practice of
incorporating financially material ESG data or information into its firmwide processes with the
objective of enhancing risk-adjusted returns of its clients’ portfolios. BlackRock’s consideration
of financially material data or information applies regardless of whether a fund or strategy has a
sustainability or ESG-specific objective and “as with other investment risks and opportunities,
the financial materiality of ESG considerations may vary by issuer, sector, product, mandate,
and time horizon.”9° BlackRock “has aframework for ESG integration that permits a diversity
of approaches across different investment teams, strategies, and particularly client mandates.”
Active portfoliomanagers also are accountable for managing exposure to material ESGrisks;
and investment teams are expected to provide evidence of howthey consider financially material
ESG data orinformationin their investment processes. BlackRock’s current ESGintegration
effortstilt more heavily toward consideration of “E,” due to more limited “S” data sources, but
there are ongoing plans to consider more potentially material “S” factors as the availability and
reliability of data sources and insights increase.

4. Products Focused on DEI Outcomes and Other Impacts

BlackRocKk’s second goal within this focus area—to offer clients the ability to choose
investment strategies that accelerateeconomic outcomes by investing in minority-owned
companies and undercapitalized communities—aligns most closely with the set of products, for
clients who choose them, that are focused on advancing social outcomes. Those funds are
categorized asimpact funds, which meet BlackRock criteria for impact investing. BlackRock
reports that it defines impact investing as investing, for clients who make this choice, with a
commitment to generating positive, measurable, and additional sustainability outcomes.
BlackRocK’s structure for impact investing includes a defined company framework and concepts
based on work by leading industry stakeholders, including the Global Impact Investing Network
(“GIIN”) and the Impact Management Project (“IMP”). BlackRockis a signatory to the
International Finance Corporation (“IFC”)/GIIN Principles of Impact Management, as reflected
in its own documented Operating Principles of Impact Management. Key factorsforimpact
investing at BlackRockunder this framework include whether the beneficiary is an underserved
population; the impact of the investment; whether the investment addresses a specific need that
is unlikely to be met by other actors; howmuch of an impact the investment has in terms of
scale and depth; and the risk presented by the investment.92 Allimpact investments must also
satisfy traditional criteria of return on assets. Aninternal working group provides support for
research and opportunities for collaboration.

90 ESG Integration, BLACKROCK, https://www.blackrock.com/institutions/en-us/solutions/sustainable-
investing/esg-integration.

91 ]d.

92 Operating forImpact Principles Management, BLACKROCK (Jan. 2023),
https://www.blackrock.com/corporate/literature/continuous-disclosure-and-important-
information/2022-operating-principles-impact-management-disclosures.pdf.
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The BlackRock Impact Opportunities (“BIO”) Fund is BlackRocK’s flagship example of
product development within this space, but BlackRockhas other initiatives that reflect this goal
and that place a priority on using investment opportunities to address racial inequity.

a. The BIO Fund

The BIO Fund, launched in 2021 by BlackRock Alternatives, is a privately-offered fund
with an investment objective of accelerating positive economic outcomes and creating collective
wealth for BlackRock clients and undercapitalized racial and ethnic groups, with a particular
focus on Black, Latinx, and Native American communities in the United States. The BIO Fund
makesinvestmentsin alternative asset classes, such as private equity, private credit, real estate,
and other niche private markets. The six themes that guide its investments are housing,
financial inclusion, education, healthcare, digital connectivity, and inclusive transition. The BIO
Fund also considers investments outside of these themes. The BIO Fund seeks investment
opportunities that have historically been overlooked or undercapitalized. Tobe considered as
an investment target, a company must be led, largely managed by, or largely owned by
individuals from communities of color (principally Black, Latinx, or Native American) or serve
communities of color.9 By havingthe ability to invest flexibly across the private markets, the
BIO Fund seeks to capitalize on such overlooked opportunities. The BIO Fund also has a diverse
leadership team, with varied finance and investment backgrounds and a range of additional
relevant personal and professional experiences. The teamisled by individuals with ties to the
communities in which the BIO Fund seeks investment opportunities.

The BIO Fund is a first of its kind racial equity fund for BlackRock, and operates witha
dual mandate that all investments meet both documented financial and impact performance
metrics. The BIO Fund also follows the firm’s Impact Management Principles’ five dimensions
forimpactinvesting. The BIO Fund outlines the potential positive improvements for
communities of color for each investment during the due diligence period, such as increased
employment, access to credit, improved health, and economic growth, and then commits to
report back onprogress to investors through an annual impact report.

BlackRockoffers the BIO Fund to institutions and high-net worth individuals. In May
2022, BlackRock reported that the BIO Fund had closed and notified commitments of more
than $880 million of its $1 billion target fundraise. Thus far, the BIO Fund has completed seven
publicly reported investments:

e Tricolor,September2021: A financial technology company with a majority-diverse
employee base that leverages proprietary AI-powered technology to sell and provide
financing for high quality, affordable used vehicles to underserved Hispanic customers.

e Arboretum, February 2022: Partnership with BRP Companies, a Black-owned and operated
real estate firm with a majority-diverse employee base, to invest in Arboretum, a to-be-built,
292-unit, garden-style rental community located in Farmingville, New Y ork, a multi-family
rental constrained market on Long Island.

93 BlackRock Operating Principles for Impact Management, BLACKROCK (Mar. 2021),
https://www.blackrock.com/corporate/literature/continuous-disclosure-and-important-
information/operating-principles-impact-management-disclosures. pdf.
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e Retro Fitness, May 2022: Partnership with Eastwood Capital Partners, a Black-owned
sponsor, and Retro Fitness to invest in the development of up to 70 fitness franchises in the
Dallas, Houston, and Southeast Florida areas. The investment seeks to increase ownership
of people of color in fitness centers while also making affordable exercise, health, and fitness
more accessible to communities of color to help address disparities in social determinants of
health.

e The Harvest at Marmalade, May 2022: Partnership with Cadre, a leading diverse-founded
and led real estate investment platform, and Ethos Real Estate, a minority-led real estate
operator, to acquire The Harvest at Marmalade, a 252--unit multifamily asset Cadre
acquired in downtown Salt Lake City, Utah.

e Synergy,July 2022: Partnership with Avance, a Latino-owned and led private equity firm
that investsin founder-owned, middle-market businesses in the services sector, to invest in
Synergy Infrastructure, aleading Latino-owned and led service and equipment provider
headquartered in Tampa, Florida.

e Acelero,October2022: BlackRock and the Builders Fund co-led a strategic investment in
Acelero, an early education provider, to help it expand its mission to dismantle inequities in
early childhood education. %4

e MACRO, December20o22: Atthe end of 2022, BIO closed its first media investment and its
largest transactionto date. MACRO1is an award winning, multi-platform media company
that represents the perspectives of people of color primarily through the development,
production, and financing of premium film & television content.

Investmentsinthe BIO Fund have demonstrated the demand for impact-focused
products centered onracial equity among certain clients, including foundations, family offices,
insurers, and corporate balance sheets.% Many of the BIO Fund’s investors are newto
BlackRock. The formation of the BIO Fund also demonstrated how BlackRockwas able to
mobilize resources around a new product that was responsive to certain of its clients’ investment
objectives.

Some clients have not beeninterested in the BIO Fund because it does not fit their
investment profile; many of these clients are reluctant to invest in a first-time fund, and some
may prefer an investment strategy that doesnot focus onsocialimpact or DEI. Further,
BlackRockhas noted that while funds that invest exclusively in private market opportunities,
such as the BIO Fund, dominate impact investing strategies, the “structure of private investing

94 Acelero, Inc. to ExpandIts Impactin Early Childhood Educationwith Investment Led By The
BlackRock Impact Opportunities Fund and The Builders Fund, BUSINESS WIRE (Oct. 4,2022),
https://www.businesswire.com/news/home/20221004005397/en/Acelero-Inc.-to-Expand-its-Impact-
in-Early-Childhood-Education-with-Investment-led-by-the- BlackRock-Impact-Opportunities-Fund-and -
The-Builders-Fund.

95 BlackRock Impact Opportunities Fund, BLACKROCK,
https://www.blackrock.com/us/individ ual /investment-ideas/alternative-investments/blackrock-impact-
opportunities-fund.
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has prohibitive characteristics, including limited scalability and limited access to such
investments for most investors” when compared to public market investing.9

b. Other Impact Products Related to Racial Equity

In additionto the BIO Fund, BlackRock has other impact investing strategies and
products whose investment strategy has the potential to create a positive racial equity impact,
for clients who choose toinvestinthem. The belowtable providesasummary of these products
and strategies:

‘ Product

Name Description

Thisis a recently launched fixed income fund that invests in municipal bonds, the

proceeds of which are focused on education, healthcare, housing, transportation,

and utilities. The fund employs aframework that applies a set of metricsto score
BlackRock municipal bond investments across six dimensions (community, employment,

Impact housing, justice, mental and physical health, and racial equity), and prioritizes
Municipal @ thoseinvestmentsthat present high social opportunities—includingthe
Fund opportunity to reduce inequality or address areas of greater need, along with

satisfying fundamentals. The framework also uses some of the county-level racial
equity KPIsdeveloped by MASS. Thisis a newly launched fund that expectsto
report to investors onimpact and financial performance going forward.

Thisis a fixed income fund that invests in government-issued mortgage-backed

securities that help to facilitate equal access to credit, target historically

underserved populations, or support the growth of affordable and sustainable
BlackRock | housing units. While the team cannot directly measure the racial equity impacts of

Impact investments because of strong privacy restrictions that limit demographic dataon
Mortgage | borrowers, it hasconsidered dataon generational wealth and historical practices of
Fund racial exclusion in housing when developing criteria for its investments, and

expectsto report periodically on the number of low-income borrowers, amount of
down payment assistance, and other metrics that may serve as indirect proxies for
measures of racial equity impacts.

Eigflli((lll()d( Thisis a cash, government money-market fund that seeks to leverage diverse
Federal broker-dealers, and which currently contributes 5% annually from its management
Trust feeto the Thurgogd Marshall College Fund to support students at HBCUs. Itis not
Fund categorized as an impact fund.

96 QuyenTran & Eric Rice, Invest with Impact: The Case for Impact Investing in Public Equities,
BrAackRock (Jan. 10, 2022), https://www.blackrock.com/us/individual /insights/public-equities-impact-
investing.


https://www.blackrock.com/us/individual/insights/public-equities-impact-investing
https://www.blackrock.com/us/individual/insights/public-equities-impact-investing

5. Observations and Recommendations

Observations

BlackRockhas made progressin developing products for clients that choose to have an
investment strategy that considers social impact. BlackRockhas developed products
that accelerate economic outcomes for undercapitalized communities by investing in
minority-owned companies and projects, or companies and projects that serve
undercapitalized communities. These products may provide BlackRock with
opportunities for innovation and differentiation.

BlackRock’s most notable innovation in this area has been the BIO Fund, which features
the most advanced work at BlackRockrelated to evaluating racial equity impacts
identified during this assessment. The BIO Fund requires both financial and impact
underwriting, meaning that clients’investments are supported by an evaluation of
financial performance metrics and social impacts. Because the BIO Fund is a new
product, and it is just beginning to make investments, itis too soonto determine its full
impact. Thisis also the case for BlackRock’s other nascent impact products.

The framework of documenting impact, when clients choose products with specific goals,
is reflected in other areas of impact investing which show a range of approachesto racial
equity impact. The BIO Fund has an explicit and measurable racial equity impact
framework and focus. The BlackRock Impact Municipal Fund incorporates
consideration of racial equity metrics along with other social impact measures. The
BlackRockImpact Mortgage Fund targets support to borrowersin areas like foreclosure
forbearance or high need rural areas, which are relevant to historical racial wealth
inequality, but it does not have a directly measurable racial equity impact. The
BlackRock Liquid Federal T rust Fund, while not an impact fund, provides funding and
business opportunities related to racial equity, which can be directly quantified.
BlackRockdoes not currently have amethodology for quantifying potential secondary
and multiplier effects, such asjob creation and economic growth, for these investments.

There will be opportunities to build on the lessons learned from the BIO Fund in a way
that helpsto expand BlackRock’simpact offerings. BlackRock’s existing engagement
with companies through its investments in the private markets, including through the
BIO Fund, provides opportunities to collect more DEI-related data, which could help
address some of the limitations on data available at the firm level.

BlackRocK’s current efforts around the development of social impact products are largely
individualized. DEI-related efforts are organically driven and dependent on the efforts
of certain change agents within the firm.

While the conversation around which material social impact metrics to consider is still
evolving as databecomes more available, BlackRock can further develop social impact
metrics that are related to traditional return on asset analyses.

Due to challenges around social impact and DEI data (availability of data, research
around materiality, and difficulties in measuring specific DEI outcomes) and varied
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clientinterest, it is difficult to develop social impact productsin the area of public
funds—which constitute a majority of BlackRock’s AUM.

¢ BlackRocKk’s ability to develop newsocial impact products isimpacted by data limitations
and by siloed research efforts and limited information sharing on this topic across the
firm.

Recommendations

Consistent with its objective to develop opportunities for clients to choose
investment products with specific social impact goals, BlackRock could consider:

e Increasingits focus on developing DEI-related impact investing choices for clients using
lessonslearned from the BIO Fund and other impact investments, to provide clients
more choicesto advance social impact goalsininvesting. These investment choices
could include those with broader external impact, such as investingin companies led by
diverse managers, or increasing investment in housing and schools.

e Formalizing its goals and structures around social impact products and expanding its
research focus on DEI and racial equity. Where appropriate, BlackRock could use
information derived fromits engagement with companies through private equity
investments to expand the availability of DEI data for investment strategies and facilitate
data sharing and firmwide collaboration.

In addition, BlackRock could consider making a firm commitment to develop more
consistent and reliable data on DEI and other racial equity metrics. This could include
considering how BlackRock could be aleader in applyingits experience with “E”/climate
work to the intersection of “E” and “S.”

E. External Business Relationships

Aspart of Pillar 2, BlackRockhas also focused on “integrat[ing] a DEI perspective into
[its] ... product, supplier [, and] vendor management” efforts. To achieve this objective,
BlackRockhas committed to “increasing [its] partnerships with minority-owned business
enterprises that support [its] client investment activities, including minority brokers for trading,
external managersin [its] solutionsand ... funds businesses, and third-party vendors across
the rest of the firm.” This entails both building relationships and increasing spend with
minority business enterprises. Thiswork haslargely been carried out through BlackRock’s
Diverse Broker Program (“DBP”), Diverse Manager Program (“DMP”), and Supplier Diversity
Initiative (“SDI”). These efforts focus on expanding the firm’s relationships with businesses
owned by people of color, women, and service veterans, and are not solely focused onracial
equity.
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1. Diverse Broker Program

Minority-and women-owned asset management and brokerage firms have historically
faced long-standing barriers to accessin the asset management industry.9” Recognizingthese
barriers, some institutional investors have undertaken efforts to increase opportunities for
minority-, women-, and veteran-owned firms. For example, one state pension fund client sets
minimum expectations for use of “minority-owned brokers/dealers” by its asset managers. 98
Other state pension funds strive for greater transparency in utilization of diverse brokers by
mandating that their investment managers annually report their use of diverse brokers.9
BlackRockhasparticipated in some of these efforts, and maintains its own effortsto increase,
when possible, the use of diverse brokerage firms.

At BlackRock, the Global Trading Group (“GTG”) has maintained the DBP for over ten
years. The DBP aims to increase “connectivity and engagement with minority-, women-,
disabled-and veteran-owned firms ... while helping them break barriers to entry and grow
their businesses.”1°° BlackRockseeks to help these firms “become stronger liquidity providers
for BlackRockand the broader marketplace.”

Alldiverse brokersincluded in the DBP must be classified as “diverse” and undergo an
independent due diligence and counterparty credit review process by BlackRock’s Counterparty
RQA team. The DBP classifies firms as “diverse” if greater than “50% of the ownership interest
of the firmis held by minority persons, women, and/or qualified service-disabled veterans.” To
obtain the “diverse” classification, most brokers must apply for diversity certifications at the
city, state, or federal level, which they then provide to BlackRock on an annual basis. BlackRock
selectsdiverse brokers for inclusioninthe DBP on the basis of the firm’s range of brokerage
services; its capital strength and stability; and, its execution, clearing and settlement

97 In a 2021 Knight Foundation study, minority-owned firms represented just 1.4% of United States based
assets under management. Knight Diversity of A sset Managers Research Series, KNIGHT FOUNDATION,
https://knightfoundation.org/topics/diverse-asset-managers. A Morgan Stanley study found that a
majority (56%) of asset ownersbelieve that they must choose between diversity and financial gainin their
investment decisions. Pension Funds Leadthe Way in Prioritizing Diversity in Investing, MORGAN
STANLEY (Oct.20,2021), https://www.morganstanley.com/articles/pension-fund-investment-prioritize-
diversity.

98 In 2018, an Illinois State Board of Investment (ISBI) RFP asked firmsto describe their experience
tradingwith MWDBE brokerage firmsand to identify the percentage of domestic and international equity
and fixed income (by commission amount paid/by parvalue) traded with MWDBEbrokerage firms. In
2022,ISBI'squestionnaire also sought the percentage of proposed product’s trades completed with
MWDBE brokerage firms (by commission amount paid). Underits policy, ISBI strongly encouragesits
investment advisors to directly utilize minority-owned broker/dealers. In addition, ISBI monitorsits
investment advisors’ compliance, and has mechanismsto impose remedies on advisors that do not comply
with its MWDBE broker policies.

99 A Reportto the Ohio Retirement Study Council, OH10 PUBLIC EMPLOY EES RETIREMENT SYSTEM (Sept.
2013), https://www.orsc.org/Assets/Reports /700.pdf.

0 2021 DEI Annual Reportat54.
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capabilities, subject to the RQA review process. There is no annual minimum utilization goal or
requirement for abrokerage firmto remain on the list. 01

Asof December 2022, the DBP included 23 firms, each of which had undergone a review
process and had been approved for cash market trading with BlackRock. Of these firms,
accordingto BlackRock’s data, 14 identified as woman- or disabled veteran-owned, but did not
indicate ownership by people of color. Tenfirms were owned by people of color; one of these
firms was also woman-owned. 102

Demographics of DBP Firms

= Black-Owned
= Latinx-Owned

Native American-Owned
= Women-Owned

® Disabled Veteran-Owned

4%

BlackRockencourages traders to execute trades with DBP participants by focusingon
increasing engagement and activity with diverse brokers, when consistent with BlackRock’s
fiduciary duties and best execution requirements. For equities trading specifically, the diverse
broker utilization goal is 5%. One way BlackRock encourages the use of DBP firms is by sharing
information about the trading capacity and expertiseof these firms with BlackRock’s trading
desks.

BlackRockalso works to develop opportunities for DBP firms that fit each firm’s size and
capabilities, including by providing customized roadmaps and opportunities to engage with
BlackRockportfolio managers and traders; providing guidance on the use of trading platforms
and the development of diverse brokers’ e-trading capabilities; helping establish key commercial
and risk parameters for trading activities across asset classes; engaging with diverse brokersto

101 A firm can stillremain on the list of DBP brokers evenin the absence oftradingactivity, asactivity with
diversebrokers canebb and flow based on individual firm capabilitiesand market conditions. BlackRock
provided several otherreasons foralackoftrading activity with a given DBP firm: for example,
engagement does notalwaystranslateto tradingactivity, and further,once a firmis officially approved,
onboarding, setting up connectivity between firms, and developing desk-level relationships canall take
time.

102 One firm has been counted twice asit identifies asboth woman-owned and African A merican-owned.
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explore ways to trade new products and asset classes; and engaging with diverse brokerson
primary market opportunities inboth public and private markets.

Representatives of the DBP firms appreciated that BlackRock provided substantive,
direct, and open accessto seniorleadership. They noted that their relationships with BlackRock
have had positive impacts on their businesses. One broker noted that while “the impetusis on
[the diverse broker]to develop the relationship” and “add value,” “if you cando that, you geta
lot of transactions with them.”

BlackRockhastracked its trading volume with DBP firms since at least 2014. In2021,
BlackRocktraded $349 billion'°3in total notional trading volume with DBP firms. In2022,its
total notional trading volume with DBP firms grewto $407 billion.*°4 From 2014—21, the total
compounded annual growth rate for DBP trades by notional volume was 4 0% in equities and
35% in fixed income.

2, Diverse Manager Program

BlackRock’s DMP is an effort to advance the firm’s partnerships with diverse asset
managers. The program originated as a list of third-party minority-, woman-, and veteran-
owned managers to which BlackRock had already previously allocated assets.'°5 The program
was formally launched in 2021, and its scope, resources, and capacity are all in the early stages
of development. BlackRock reportsthatthe DMP’s purposeis to engage POC-, woman-, and
veteran-owned asset management firmsto deliver competitive returns and advance economic
outcomes.

Atthe firm level, in defining what constitutes a “diverse manager,” BlackRock has
adopted the Minority, Women, and Disadvantaged Business Enterprise (“MWDBE”) guidelines,
which encompass entities that are at least 50% owned by one or more minority group members
and entities whose’ portfolio management teams are made up of at least 50% woman or
minority individuals. BlackRockalso considers and tracks allocations to “partially-owned”
firms, or companies that designate themselves as minority -, women-, disadvantaged-, or
veteran-owned businesses with more than 25% and less than 50% of the ownership or control
held by one or more minority, women, or veteran individuals. Ownership is the primary
criterion for participationin the program, but BlackRockalso considers and tracks additional
metrics for determining participation in the program, including leadership, risk-taking
positions, and overall firm policies. However, the four BlackRock departments—MASS,
BlackRock Infrastructure Solutions, BlackRock Alternative Advisors, and Private Equity

103 BlackRockreportsthatofthe $349 billionin trades in 2021 with DBP firms, $150billion were cash and
Treasury Bills, $32 billion were fixed income, and $168billion were equities.

104 BlackRockreportsthatthe number of DBP participating firmsvaries across asset classes andin its
view, thisvariance, in part, contributesto the overall DBP utilizationrate.

105 At the DMP’s inception, BlackRock defined “diverse managers” as women-, minority-, and v eteran-
owned firms, and then determined the percentage of assets allocated to diverse managers across asset
classes. Duringthisinitial process of determiningthe amount of AUM allocated to diverse managers,
BlackRockrecognized that there were different thresholds for diverse ownership acrossits various
investment teams. BlackRock’s current data regarding A UM allocated to diverse managers across asset
classes encompassesthese various “thresholds” for diverse ownership, reflecting significant incongruence.
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Partners—that allocate assets to third-party managers each define “diverse manager”
differently.0¢

DMP data is decentralized and stored in different databases depending on the allocation
team. There are no staff members dedicated solely to leading the DMP, but a recently formed
DMP Steering Committee provides an opportunity for BlackRock third-party allocators across
departmentsto learn from each other and develop internal best practices, including with respect
to data tracking. The DMP Steering Committee has also identified the need to develop long-
term quantifiable goals and objectives for the amount of capital allocated to diverse managers.

BlackRockprovided the assessment team with a list of twenty-eight firmsin the DMP
created in August 2021, identifying nineteen firms as minority-owned firms and ten firms as
women-owned (including one firm that is both woman-owned and minority-owned). BlackRock
reported that the August 2021 list does not reflect the complete list of firms which meet DMP
criteriaand are currently doing business with BlackRock. However, due to limitationsin how
BlackRocktracks this program across different entities within the company, the assessment
team was unable to retrieve more detailed information on the full list of current DMP majority
diverse-owned third-party managers. BlackRock reports that as of December 2022, the full list
contains at least 30 such firms.

BlackRockreports that as of December 31, 2022 it has allocated approximately 5%, or
$7.2billion, of the $144.5billionit allocates to third-party asset managers across investment
teams to minority-and/or woman-owned asset management firms and co-investments with
majority diverse-owned partners.

The assessment team understands that no funds have been allocated to new DMP firms
specifically within MASS since the program’s inceptionin the second half of 2020, and there is
no formal mechanism for notifying a firm that it is on the DMP list. One diverse manager
expressed frustration that BlackRock appears to rely on “legacy relationships” rather than
pushing to allocate discretionary capital with diverse managers.

BlackRockhasnot convened a meeting with all the firms on its DMP list, but the DMP
Steering Committee has sent BlackRock representatives to industry events focused on
connecting diverse asset managers with allocators and investors. In2021 and 2022, BlackRock
hosted the NAIC’s annual institutional investor roadshows. 107

3. Supplier Diversity Initiative

In the fall of 2020, BlackRock launched its Supplier Diversity Initiative. The launch
followed growing interest from clients, regulators, and employees regarding a formal supplier

06 For example, BlackRocK’s “liquid, long-only” managers are designated diverseifthey areat least 50%
owned by a woman or minority and/orifthe strategy’s portfolio management teamis madeup ofatleast
50%women or minority individuals. By contrast, in Private Equity Partners, diverse manageris defined
asafirmincludingeither (i) at least one senior officer or owner who is a woman and/or member ofan
ethnic orracial minority; or (ii)a focus oninvestingin companies thathave at least one senior officer or
owner who is a woman and/ora member of an ethnic orracial minority.

w7 [nstitutional Investor Roadshow — BlackRockJuly 2022, NAIC (July 2022),
https://naicpe.com/institutional-investor-roadshow-blackrock-july-2022/.
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diversity strategy. The SDI isfocused onthe inclusion of businesses that are owned by
minorities, women, military veterans, people with disabilities and members of the LGBT Q+
community 1°8in BlackRock’s total direct cash payments for goods and services. BlackRock’s
goal for supplier diversityis to “double diverse spend and double the number of utilized diverse
vendors by 2024 with an emphasis on maintaining cost discipline and vendor risk standards.”
BlackRockhasstated that as of Q3 2022, BlackRock has achieved its goal of doubling spend in
the United States with diverse suppliers.1°9 BlackRock is targeting a spend of approximately $40
million allocated to minority-, women-, and LGBT Q+-owned firms for the development of its
new headquarterslocated at 50 Hudson Yards.1°

BlackRockhas two key documents that lay out relevant policies with regard to the SDI:
the Supplier Code of Conduct and Ethics, which highlights the expectations for all BlackRock
suppliers and vendors; and the Purchase Order T erms and Conditions, which describes the
agreement between BlackRockand its suppliers and vendors for goods or services purchased by
BlackRock. Both of these documents are posted onthe BlackRock website. The SDI does not
have formal policies and procedures apart from these two documents.

The SDI is led by the Global Head of Supplier Diversity, arole newly created in
September of 2021 by the Global Head of DEI as part of the 2021 DEI Strategy. Currently, no
additional staff have been allocated to the program, but there are plans to add headcount
through an internal transfer in early 2023. The SDI islargely driven by the efforts of the Head
of Supplier Diversity and the Sourcing and Vendor Management team (“SVM”), which is
comprised of dedicated Vendor Relationship Owners (“VRO”). The Head of Supplier Diversity
regularly attends weekly meetings of the Sourcing and Vendor Management leadership team to
bring a supplier diversity perspective and look for opportunities to grow diverse supplier spend.

108 The SDI categorizes “diverse” suppliersinto one ofthe following categories:

e Small Disadvantaged Business (SDB): A smallbusiness thatis at least 51% owned, operated, and
controlled by one or more individuals who are both socially and economically disadvantaged.

e Minority Owned Business Enterprise (MBE): A businessthatis at least 51% owned, operated, and
controlled by one or more minorities (including A frican Americans, Hispanic Americans, Native
Americans, Asian Pacific Americans, or Subcontinent Asian Americans,amongothers.)

¢ Woman Owned Business Enterprise (WBE): A business that is at least 51% owned by,and whose
management and daily business operationsare controlled by one or more women.

e Veteran Owned Business Enterprise (VET): A businessthatis at least 51% owned by one ormore
veterans, who control and operate the business.

e ServiceDisabled Veteran Business Enterprise (SDVET): A business thatis at least 51% owned and
operated by a service disabled veteran and conducts daily business management and control.

e Disabled Owned Business: A businessthatis a least 51% owned by one or more disabled persons
who control and operate the business.

¢ LGBT BusinessEnterprise (LGBTBE): A business majority-owned by an LGBT individual. The
company mustbe at least 51% owned, operated, managed, and controlled by an LGBT person who
is either a United States citizen or lawful permanent resident.

109 While theteamreviewed internal reportsand summaries regarding supplier spend, to date, BlackRock
hasnotreleasedits supplier spending numbers publicly,and so theyare not included in thisreport.

uo 2021 DEI Annual Reportat56.
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The SDI also relies on the investment of BlackRock employees who do not have formal roles or
responsibilities in supplier and vendor diversity. Suppliersinterviewed reported sufficient
communication with BlackRockto carry out their services, despite BlackRock not having a
dedicated supplier diversity team.

To advance the SDI’s goals, the Head of Supplier Diversity meets with business unit
leaders and business unit COOs to discuss their anticipated spending, and to make
recommendations on howthey might consider diverse vendors and suppliers. There also is an
emerging effort to ask business units engaging in purchasing decisions to include at least one
diverse supplier on the slate of choices for any significant procurement.

BlackRockeclassifiesits vendor and supplier spending into two categories: “addressable,”
or spend BlackRock believes can be allocated to diverse firms; and “non-addressable,” or spend
where BlackRock believesitis less likely to be able to find diverse firms. The “addressable”
category includes technology, marketing, human resources, and enterprise services; while the
“non-addressable” category includes market data, professional services, travel, and fund
administration. “Addressable” categories of spend make up approximately 33% of payments
from BlackRockto vendorslocated in the United States.

BlackRockapproachesthe sourcing of diverse vendors in multiple ways, including
through third-party research tools; the acquisition of new companies (and thus relationships
with diverse suppliers); RFPs; outreach from diverse suppliers; and conferences, associations
and peer recommendations. Eachdiverse supplier goesthrough the same selection and risk
evaluation processes as any other, non-diverse supplier.

Makeup of 2022 Diverse Suppliers

® Women-Owned
Business Enterprise

® Minority Business
Enterprise

® Small Disadvantaged
Business

Veteran/LGBTQ+
Owned

BlackRockhas further to go on its goal to double the number of diverse suppliers and
vendorsitutilizes. In2022, BlackRockused atotal of 108 diverse suppliers. Accordingto
BlackRock, 40 were women-owned, 25 were minority-owned, 25 were small disadvantaged
businesses, 12 were both women- and minority-owned, and six were veteran- or LGBT Q+-
owned businesses.
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At present, the majority of BlackRock’s spend with diverse suppliers is with white-owned
firms, included in the definition of “diverse supplier” because they are either women-, veteran-
or LGBT Q+-owned.

Currently, the SDI does not have a formal program for encouraging or tracking Tier 2
spending with diverse subcontractors, outside of a handful of vendors contributing to
infrastructure spend.''* However, BlackRockhas Service-Level Agreements (“SLAs”)inplace
with a small number of vendors (contractors and engineers) holding them accountable for
hitting a target percentage of diverse spend. Currently, the SLAsinclude incentives for diverse
spending—suppliers and vendors receive benefits if they surpass their target percentage—rather
than penalties for not meeting this target. Thereisalso an emerging effortto focus onthe
diversity of subcontractors that a supplier considers when BlackRock might be in a positionto
influence outcomes.

4. Observations and Recommendations

Observations

e BlackRockhasmade progresstoward its goal of developing relationships with diverse
external brokers, managers, and suppliers. The extent to which BlackRockhas
formalized the programs and initiatives that support these relationships varies.
BlackRocKk’s Diverse Broker Program is the most advanced. Ithasmovedbeyondits
nascent stages and has set its own internal goals, has champions within the firm, and has
some formal processes setin place. Generally, BlackRock is meeting the DBP’s stated
goals of increasing trading activity and connections with diverse broker dealers. The
DMP and SDI are more recently developed and have relatively fewer formal goals,
policies, and procedures.

e Whilethe DBP has more structure than the DMP and SDI, all three of BlackRock’s
external business relationship programs and initiatives have limited formal policies and
written documentation. Greater intentionality, structure, engagement, and
accountability around these programs could lead to institutionalization of the programs,
bolster BlackRock’s efforts to increase its partnerships with minority business
enterprises, and support client requests.

o Particularly with respect to the DMP and SDI, there is limited documentation
establishing the criteria for program participation, growth or expansion, and
retention. For all three programs, there may be a range of factors affecting
participation and activity levels.

w Tier 2 spendingrefersto spending that BlackRock’s suppliers spend with their own diverse vendorsto
complete workfor BlackRock.
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o TheSDI, a recent effort by BlackRock, relies onindividual champions within the
firm rather than formal policies and procedures for its implementation.

o Throughout the assessment, certain firms identified by BlackRock as being part
ofthe DMP and DBP shared a range of knowledge about the programincluding
their understanding of what it means to be a “participant” inthe DBP and DMP,
the processes and procedures by which firms are invited, onboarded and engaged
as participants, and the benefits participants may derive from the programs.
Some firms seemed to be unaware that they were part of a formal program at
BlackRock.

o Atthis stage, the DBP and DMP operate as lists of brokerage and management
firms owned by people of color, women, and/or veterans with which BlackRock
doesbusiness. BlackRockhasbeen more intentional about engaging with and
developing the broker list than the manager list, which may be attributable to
relative differences in program maturity.

BlackRockdoes not currently have a streamlined method for tracking and reporting data
relating to the DMP. Each of BlackRocKk’s allocation teams tracksits diverse manager
data in different databases.

Acrossall three programs, BlackRock does not analyze disaggregated data to allowit to
develop amore accurate analysis of the firm’s engagement with diverse businesses, and
account for intersectionality.

BlackRock’s DMP participantsidentified breadth of access to other institutions as a key
advantage of the program. Thisaccess allows BlackRockto facilitate introductions
between asset owners and minority-and/or women-owned asset management firms.

Recommendations

In orderto progressits goal of developing and growing its relationships with diverse

external businesses, BlackRock could:

Develop clear policies and procedures for its external business relationship programs
and initiatives, evaluate resources and capacity, and take steps to formalize the structure
foreach program. This could include setting forth clear criteria for program
participation, as well as key qualitative factors that ensure active engagement with DBP
and DMP managers.

Bolster the structure of the SDI by establishing supplier diversity goals while creating
clear policies, processes, criteria, and mechanisms for reporting and evaluating resources
and capacity.

Bolster the DBP and the DMP by developing and establishing measures of diverse firms’
success, accounting for the ways brokers and managers engage with and support their
communities.
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Incorporate appropriate measures into QBRs for the relevant teams, when consistent
with BlackRocKk’s fiduciary duties and best execution requirements for diverse brokers,
including quality and process and community engagement measures.

Create a consortiumin partnership with asset management industry leaders to address
structural impediments to capital allocation and access and explore newinvestment
strategies and products.

Improveits collection and utilization of data acrossits external business relationship
programs, including by disaggregating its data on diverse brokers, managers, and
suppliers to account for intersectionality, leveraging its existing data analysis tools, and
providing further data. Thisdata could be used to support the expanded use of diverse
brokers and managers, where appropriate, and consistent with BlackRock’s fiduciary
duties.

Increase transparency of its work with external business partners, by disaggregating the
data it already reports onits DBP and DMP, and by publicly sharing supplier spend and
other key metrics of its progress onits SDI.

In order to furtherits objective of deepeningits relationships with diverse firms

(including brokers, managers, and suppliers), BlackRock could:

Engage in community and ecosystem building by convening annual meetings with all
firms to increase connectivity among firms and with BlackRock; raising awareness with
client chief investment officers and investment consultants of the benefits of using
diverse managers; and facilitating introductions with asset owners and other key
institutions (such as client, consultant, and industry associations), to improve access to
capital for diverse firms.
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VI. Pillar 3: Social Impact and Public Policy

A. Pillar 3 Stated Goals

Pillar 3 of BlackRock’s 2021 DEI Strategy focuses on BlackRock’s social impact and
public policy work. BlackRock’s social impact work isled by the Social Impact teamand is
funded fromtwo charitable asset pools: the Donor Advised Fund (“DAF”) and the BlackRock
Foundation (“Foundation”). Eachis overseenby aboard of directors comprised of senior
BlackRockleaders. BlackRock’s U.S. public policy work is separate from its social impact work.
Itincludes BlackRock’s public policy efforts as a global employer and public company, and the
work of the Global Public Policy Group (“GPPG”), whichis focused on giving voice to investors
in discussions of financial policy and advocating for the long-term interests of BlackRock’s
clients. Boththe Social Impact team and the GPPG are located within BlackRock’s External
Affairsbusiness unit.

Pillar 3’s social impact and public policy goals, as they relate to DEI, focus on “investing
in the long-term success and sustainability of underserved communities.” Aspart of the 2021
DEI Strategy, BlackRock committed to “focus[ing] on financial security for vulnerable
communities” to “support upward mobility and social justice in underrepresented
communities”; “continuing to promote transparency regarding diversity disclosures;” and
“driving and contributing to public policy and legislative outcomes.” The 2021 DEI Strategy
doesnot identify specific underserved, vulnerable, or underrepresented communities, or specific

policy outcomes, that the firm will support.
B. Social Impact

Pillar 3 of the 2021 DEI Strategy includes four initiatives related to the firm’s social
impact work:

e BlackRock’s commitment to supporting emergency savings and increasing income for
low to moderate earners (the “Financial Security Initiatives”);*12

¢ BlackRock’s $10 millionracial equity fund, established to contribute to national and
grassroots organizations, “focused on securing equal justice for Black and Latinx
communities,” and “help[ing] [to] elevate Black and Latinx social entrepreneursto
advance economic mobility in communities where [it] operate[s]”;

¢ BlackRock’scommitment to “increase the transparency and reporting of [its] grant
funding along with the criteria used to evaluate [its] potential partners”; and

e BlackRocKk’seffortsto “equip employeesto be agents of social change in their
communities.”

BlackRockhas flexibility to direct howthe social impact funds are invested, granted and
distributed because the funds are BlackRock’s own assets, and not subject to the fiduciary duties
that apply to BlackRock’s management of client assets. The Foundation Board determines how

uz BlackRockhasalso engaged in giving related to event-driven responses, such as responses to COVID-19
and natural disasters. Thatwork has nothistorically accounted forracial equity.
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social impact fund are to be deployed, with the benefit of input from employees and other
stakeholders.

1. Financial Security Initiatives

The BlackRock Foundation’s mission is focused on helping people build financial
security and participate in an inclusive transition to a low-carbon future.*!3 BlackRock’s
Financial Security Initiatives consist of two components: the Jobs Portfolioand the Emergency
Savings Initiative (“ESI”). The Jobs Portfoliowas established in 2017, and consists of grants to
upskilling and reskilling programs that train and credential low- and middle-income
individuals, and help to place them with or qualify them for higher-payingjobs. The objectiveis
to help individuals obtain financial security by increasing their income and making it easier for
them to save money. With BlackRock’s financial support, at least eight Jobs Portfolio
organizations operatingin the United Statesin 2021 have trained and supported thousands of
people. Some Jobs Portfolio programs have reported that graduates more than doubled their
income after completing the training.!'4 In addition, BlackRock employees volunteered to
provide resume and career consulting advice to participantsin Jobs Portfolio programs.

The Emergency Savings Initiative was launched in 2019 as the primary focus of the
Foundation’s savings work. It has been described as the flagship initiative for BlackRock’s
philanthropic efforts to date around financial security. The ESIisa $50 millionbusiness and
research partnership aimed at developingtoolsto secure short-term financial stability for
individuals with low- to middle-incomes. BlackRock engaged several non-profit partnersto
work with over 30 corporate partners, including Target, UPS, and MasterCard, to develop
strategies most likely to help low-to-moderate income individuals increase their emergency
savings. BlackRock reportsthat as of December 2022, the ESI grants have facilitated access to
savings for more than ten million people in the United States, resultingin over $2 billionin new
short-termsavings. Asofyear-end 2022, BlackRockhad disbursed $27.6 million through the
ESI.

The Jobs Portfolio and the ESI were developed to serve low- and moderate-income
communities and were not specifically developed to serve Black or Latinx communities. The
Jobs Portfolio had an initial focus on high-need populations, refugees, and immigrants. While
not a requirement for funding, most Jobs Portfolio grantees serve majority Black and Latinx
populations. Allbut one of the grantees that received fundingin 2021 from the Jobs Portfolio
have executive leadership that is at least 50% people of color.**5 BlackRockdoes not consistently

u3 This pillar of BlackRock’s Social Impact work relates to an inclusive transition to a low-carbon future
and is focused onthe development of green technology.

14 GENERATION, ANNUAL REPORT 2021: MOVING FORWARD (2021), https://www.generation.org/wp-
content/uploads/2022/06/Generation-Annual-Report-2021.pdf.

u5 The term “proximate leader” refers to individuals who have “a meaningful relationship with groups
whoseidentity, experience, or community are systemically stereotyped, feared, dismissed, or
marginalized.” Proximateleadershavebeen foundto possess “experience, relationships, data, and
knowledge that are essential for developing solutions with measurable and sustainable impact.” Angela
Jackson etal., Effective Change Requires Proximate Leaders, STAN. SOC. INNOVATION REV (Oct. 2,2020),
https://ssir.org/articles/entry/effective_change_requires_proximate_leaders.
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collect demographic dataregarding the ESI’s beneficiaries—the low-to moderate-income
earners who are able to access savings as a result of ESI programs.

Thereis a perception within BlackRock that employees have little awareness of these
programs, resulting in limited engagement with them. Additionally, neither program appearsto
fully leverage BlackRock’s substantial institutional knowledge and expertise regarding wealth
building. BlackRockplansto conductfocusgroupsto engage employees about next stepsin
developingits future financial security work. Additionally, while BlackRock has started to
consider the racial diversity of the leadership and communities served by grantees, BlackRock
has not made racial diversity arequirement nor made clear the extent to which it should be
considered.

2, $10 Million Racial Equity Fund

The second DEI-related social impact programis BlackRock’s $10 million philanthropic
commitment to racial equity, which the assessment teamrefers to as BlackRock’s racial equity
fund (“REF”).116 In 2020, BlackRock committed to deploying $10million in philanthropic
funding to support Black and Latinx communities: $2 million to “national organizations focused
on securing equal justice for Black and Latinx communities”; $3 million “tolocal grassroots
organizations in major [U.S.] cities where we operate ... selected in partnership with
employee-led task forcesinthose cities”; and $5 million “to help elevate Black and Latinx social
entrepreneurs to advance economic mobility in communities where [BlackRock] operates.”
BlackRocklater set a June 2022 internal deadline for committing the funds for deployment.

Asof October 2022, BlackRock had allocated $9.25 million of the $10 million, with $6.5
million of that $9.25 million allocated to organizations based in the United States, as follows:

1) $2million to the Harlem Children’s Zone’s COVID-19 Response and Recovery Fund.
The Response and Recovery Fund is focused onfive critical areas, including health
and education, in seven cities across the United States.

2) $1million and $500,000 to social entrepreneurs through the Echoing Green Global
Racial Equity Fund and the Robin Hood Power Fund, respectively, and $1 millionto
partner with the Black Economic Alliance Foundation, “to fund the design and build
of a new predictive data tool that will assist private, public, and social sector leaders
identify and invest in the most impactful solutions needed to close the racial wealth

gap.”

3) $2million disbursed by Racial Equity Taskforces (“RETs”) created in six BlackRock
officesinthe United States (New Y ork City, San Francisco, Los Angeles, Washington,
D.C., Atlanta, Princeton). Anadditional $500,000 was disbursed by an RET basedin
the United Kingdom. The RET's, which were disbanded after allocation of the funds,
were primarily comprised of members of the BPN and SLN Employee Networks.
Overall, the RET s distributed $2.5 million funds to 39 non-profit organizations

u6 BlackRockhasreferred to this initiative in various ways. Inthe 2020letterto BlackRockemployees, it
is called BlackRock’s “$10 Million Action Plan.” In presentationsto firm clients, it is called “BlackRocK’s
$10M Philanthropic Racial Equity Response.” In a memorandum proposing the three granteesto the
BlackRockFoundation Board, it is referred to as the “$10Mracial equity pledge.” Ithasalso been referred
to in budgets assimply “Racial Equity” or “Racial Equity Grants.”

65



whose missions ranged from education access to criminal justice reform, 77% of
which were Black- or Latinx-led. Thelargest pool of funding went to organizations
related to economic mobility, education, and youth empowerment. BlackRock
instructed the RET s to select organizations that would further BlackRock’s mission of
“promoting racial equity in their communities” and have the “ability to build longer-
termrelationships with local BlackRockoffices.” BlackRock also noted that the RET's
could, but were not required to, take account of the diversity of a grantee’s leadership
when making funding decisions.

Asof year-end 2022, the remaining $750,000 has been earmarked, but not yet allocated,
to an organization with a focus on supporting upward mobility within Latinx communities in the
United States.

The guidelines for the selection of grantees evolved over time; initially BlackRock
disbursed funds to organizations focused on advancing racial equity with whomit had an
established relationship. And, as noted above, the RETs were given some guidelines for the
selection of grantees. Thenin 2022, BlackRockestablished an eight-member committee
consisting of employees from BlackRock’s DEI team and the BPN and SLN Employee Network
Groupsto disburse the remaining $3.75 million, consistent with three criteria: the organization
should be national or regional in scope, rather than local; it should focus on promoting upward
mobility within Black or Latinx communities; and it should be capable of deploying $500,000 in
funding, preferably for program capacity building. BlackRockdid not, however, set
requirements regarding the racial diversity of the leadership of potential grantees. Two of the
three grantees identified by the committee have leadership who self-identify as Black or Latinx;
a majority of the third’s leadership self-identifies as white.

BlackRocK’s actual disbursement of the REF did not align precisely with its initial
intention. For example, BlackRockallocated $500,0001ess thanthe $3 million committed
throughthe RETs. Ofthe $2.5 millionit did allocate through RET's, it only allocated $2 million
tolocal grassroots organizations in major U.S. cities where BlackRockoperates. $500,000was
disbursed to organizations outside of the United States, because those involved in the allocation
process made a determination to extend the REF’s reach beyond the United States. BlackRock
has thus far only allocated approximately $3.5million, rather than $5 million, to social
entrepreneurs (the recipient of an additional grant to support Latinx communities has yet to be
determined).

3. Grant Transparency

Aspart of the 2021 DEI Strategy, BlackRock has committed to “increas[ing] the
transparency and reporting of [its] grant funding along with the criteria used to evaluate [its]
potential partners.” BlackRock has published the names of both the grantees and the business
partners who contributed to its Financial Security Initiatives. BlackRock has also published its
total grant spending through its Financial Servicesinitiatives; however, it has not specified its
spending by grantee. BlackRockhasalso not published the criteria used to evaluate its potential
grantees or partners.
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4. Engagement with Employees

Aspart of its social impact work, BlackRock committed to “equip[ping] employees to be
agents of social change in their communities” through employee-led grantmaking, which made
up about half of BlackRock’s 2021 philanthropic spending. BlackRock has deployed three
programs as part of its effort to advance employees’ community impact: Gives Grants,
BlackRockMatch, and Network Grants.

The Gives Grants program allows BlackRock employees to nominate local charities to
receive grants ranging from $5,000 to $25,000.117 BlackRock has established Gives Grant
Committeesin many of its U.S. offices, and the employees who are part of each Committee select
the non-profits that receive grants. The Gives Grants program instructs committee membersto
use a 100-point scale to evaluate applicants. Twenty points are awarded based on governance
and leadership, one factor of which is whether an organization has “diverse leadership and
board membership that is representative of the community [it] serve[s].” Despite BlackRock’s
instructionto do so, the assessment teamlearned that Committees do not always use the scale.

In 2022, U.S.-based Gives Grants Committees awarded approximately $2.02 million
(out of $4.22 millionglobally) to 155 charities (out of 319 globally). BlackRock recently began
asking applicant organizations about the diversity of their leadership teams. About35% of U.S.-
based grantees described their leadership as racially diverse.

BlackRockMatchis a programthrough which the firm matches employee charitable
donations on a one-to-one basisup to $10,000 eachyear, and matches time spent volunteering
at $25 per hour. BlackRock hasalso activated two-to-one matching campaigns for donations to
select organizationsin communities affected by natural disasters or other crises.

The Network Grants programis a $1 million per year program that allows Employee
Networks to make grants of $50,000 to $200,000 to non-profits with missions that are
meaningful to members of the network. BlackRock disbursed over $770,000in2021, the
Network Grants’first year of operation. Asone example, through a partnership between the
Black Professionals Network and the Women’s Initiative Network, Black Girls Smile received a
$200,000grant to provide mental health services to Black women.

BlackRockevaluates the success of these programs by employee participation rates.
Although a significant number of employees participate in these programs, the firmis notable
toreport on employee participation by race or ethnicity or any other demographic category.

17 So cial Impact, BLACKROCK, https://www.blackrock.com/corporate/about-us/social-impact.

67


https://www.blackrock.com/corporate/about-us/social-impact

5. Observations and Recommendations

Observations

Although BlackRock has acknowledged that it can do more, it has made some progress
toward its goal of supporting “upward mobility and social justice in underrepresented
communities” by deployingits Financial Security Initiatives; allocating nearly all of the
Racial Equity Fund; and beginning to consider important aspects of its potential grant
recipients, including the racial diversity of grant recipients’leadership teams and the
communities they serve.

Racial Equity Focus

BlackRock considers racial and gender demographicsin its grantmaking, but its work is
primarily focused on serving low-to moderate-income communities. It doesnot
currently incorporate afocus on promoting racial equity. With the conclusion of the
Racial Equity Fund, there are currently no philanthropic programs at BlackRock that
explicitly focus on achieving racial equity or justice;

Benefitting racially diverse communities was not part of the mission statements or a
requirement for selecting grant recipients for the Financial Security Initiatives; and

While BlackRock has started to collect data on the leadership and communities served by
grantees, it does not have a policy that explicitly requires that this information be
considered in grantmaking.

Racial Equity Fund

BlackRockfaced challenges distributing the racial equity fund due to the firm’s relatively
limited relationships with organizations focused on serving the needs of vulnerable Black
and Latinx communities. Asnoted above, it was only able to disburse $3.75 millionto
organizations it had pre-existing relationships with.

Thereisa lack of clarity onthe DEI-related requirements for grantees, making it difficult
to assess BlackRock’s success in advancing the underlying goal of promoting racial
equity through these grants.

BlackRockdid not require the leadership teams of potential grant recipientsto be

racially diverse but did take racial diversity into consideration when making allocation
decisions.
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Firmwide Commitment to Social Impact

BlackRockhas not fully utilized its own expertise and business effortsin developing and
executingits Financial Security Initiatives. BlackRock’s funding of the Emergency
Savings Initiative and Jobs Portfolio does not fully leverage the firm’s core business
competencies or considerable subject matter expertise, including with respect to
promoting long-term financial health and retirement savings. Employeesrecognize that
BlackRockcan and should do more than spend money as part of its social impact work.

o Theattenuated connectionto the core work of the firmrisks inhibiting employee
awareness of and participationinthe firm’s social impact work, as evidenced by
employees reportedly not being aware of major BlackRock social impact
initiatives.

o BlackRockhasnotyetclearly defined the guiding strategy for its Financial
Security Initiatives or its social impact work more broadly. Without aclear
understanding of howthe firm defines “underserved communities” or “financial
security,” BlackRock is unable to formulate a precise social impact strategy, or
evaluate its progress against it.

Recommendations

To further its objective of supporting upward mobility and social justice in

underrepresented communities, BlackRock could adopt a Social Impact strategy that
incorporates an express focus on promoting racial equity. Indeveloping that strategy,
BlackRockcould:

Establish and publish guidelines and a selection process for all grantmaking and grant
programs that includes consideration of the racial equity implications of making
particular grants, and explicit guidance about howto do this;

Make the racial diversity of potential grantees’board and leadership teams, as well as the

communities served by potential grantees, criteria to be considered in grantmaking
decisions; and

Devoteresources to expanding and strengthening relationships with organizations
focused onimprovingracial equity.

Consistent with its objective to equip employees to be agents of social change,

BlackRockcould bolsterthe firm’s employee engagement in Social Impact efforts by:

Creating ongoing opportunities to capture employee input and sentiment about
BlackRocKk’s social impact work;

Generating and sharing grantee lists with employees, and as appropriate, externally,
consistent with BlackRock’s goal to increase grant transparency;
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¢ Ensuring diverse representation on task forces and committees that make decisions
about employee-led grant making and take steps to facilitate and encourage employee
participation; and

¢ Ensuring that the Social Impact team has the resources and organizational infrastructure
to support these efforts.

C. Public Policy

The 2021 DEI Strategy lists two public policy objectives: “Continue to advance the
industry with transparency of [its] diversity disclosures”; and “drive and contribute to public
policy and legislative outcomes.” BlackRock’s DEI website further describes its public policy
objective asa commitment to “Using [its] voice to support policy changes that promote more
inclusive and fair economies.”*® A 2020 letter to BlackRock employees describes the firm’s
public policy objective as “[u]sing [BlackRock’s] voice to advocate for public policy changes that
promote social justice” and “[cJontinuing to drive and contribute to public policy and legislative
outcomes.”

BlackRocK’srole as a fiduciary informs the public positions—including on policy —that
the firmtakes. BlackRock regularly engages with federal agencies and elected officials on
regulations and legislation impacting management of retirement assets, and other core aspects
of BlackRocKk’s business, including educating legislators and regulators about asset managers,
and how they differ from other financial institutions. BlackRock’s public policy efforts generally
have centered onthe long-terminterests of investors, and as a result have been focused on
advocating for policies that “increase financial market transparency, protect investors and
facilitate responsible growth of capital markets for all investors.”*19

BlackRockhasnot consistently applied a focus on DEI or racial equity to its public policy
work. However, as a large employer, BlackRock has sometimes taken positions regarding high-
profile public policy issues that implicate DEI or racial equity, including legislation or litigation
regarding voting rights, hate crimes, and legal protections for LGBT QIA+ personsinthe
communities in which the firm has a substantial presence.

1. Diversity Disclosures
In testimony beforethe U.S. House of Representatives’ Committee on Financial Services,

BlackRock’s Global Head of DEI noted that BlackRock advocates for disclosures in part because
it believes “that transparency drives progress.”:20

u8 Diversity, Equity, and Inclusion, BLACKROCK, https://www.blackrock.com/corporate/about-
us/ diversity-equity-and-inclusion#public-policy-and-social-impact.

u9 Public Policy, BLACKROCK, https://www.blackrock.com/corporate/insights/public-policy.

120 WRITTEN TESTIMONY OF MICHELLE GADSDEN-WILLIAMS TO H. CoMM. FIN. SERV.S’ SUBCOMM. ON
DIvERSITY AND INCLUSION 7 (Dec. 9,2021), https://docs.house.gov/meetings/BA/
BA13/20211209/114307/HHRG-117-BA13-Wstate-Gadsd en-WilliamsM-20211209. pdf.
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Through its Sustainable Accounting Standards Board (“SASB”) disclosures, its EEO-1
reporting, and its board diversity disclosures, BlackRock has provided workforce demographics
since 2019, and has provided data onthe racial and ethnic diversity of itsboard since at least
2020.12' Additionally, asdiscussed above, BlackRock has undertaken efforts to increase
transparency at other companies.

BlackRockpublished its first annual DEI reportin 2021, making public its DEI-related
strategies and goals, as well as progress toward those goals. Finally, BlackRock hasundertaken
this assessment, which will bring increased transparency to its firmwide DEI operations.?22

2, Efforts to Drive and Contribute to Public Policy Outcomes

The second objective of BlackRock’s public policy work is to “drive and contribute to
public policy and legislative outcomes.” The 2021 DEI Strategy does not specify what policy or
legislative outcomes the firm will support, and does not clearly set out a public policy strategy or
goals related to DEI orracial equity. Decisions about BlackRock positions on significant public
policy issues are usually made by the firm’s senior leadership, based on their evaluation of the
issue’s relationship to BlackRock’s mission and employees; no formal processisin place,
however, for making those decisions.

Similarly, the 2021 DEI Strategy does not specify when BlackRock will take public
positions with respect to high-profile social justice issues. BlackRock’s public support for
policies that “promote more inclusive and fair economies” also does not appear to be
consistently integrated into the firm’s public policy work more broadly.

BlackRockhastaken public positions on how DEI relates to its business operations.
BlackRockteams, including its retirement savings team, have focused on bolstering access to
retirement plans and savings in communities who have not typically had such access.
BlackRockhasnot consistently incorporated a focus on DEI or racial equity into its public
policy, legislative, or regulatory work.

BlackRockhas taken public positions on several high-profile eventsinthe past several
years. For example, in 2021, BlackRock signed onto aletter opposing any discriminatory
legislation that would make it more difficult to vote. In2020, BlackRock also endorsed hate
crime legislation in Georgia, where BlackRock employs over 600 people, in the wake of Ahmaud
Arbery’smurder.?23

21 BlackRock Sustainability Accounting Standards Bo ard Disclosure, BLACKRocK (Dec. 31, 2018),
https://www.blackrock.com/corporate/literature/continuous-disclosure-and-important-
information/blackrock2018sasbdisclosure. pdf.

2 BlackRockis continuing to launch or implement other changes directed at issues of racial equity. For
example, BlackRock hasrecently committed to disclosing adjusted pay equity and unadjusted pay equity
data forits U.S. workforce, broken out by race, beginning in 2024.

23 Hannah Miao, Hundreds of Corporations, Business Leaders, Celebs Sign Statement Against Voting
Restriction, CNBC (Apr. 14,2021), https://www.cnbc.com/2021/04/14/corporations-business-leaders-
celebrities-sign-statement-against-voting-restrictions.html.
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3. Observations and Recommendations

Observations

Consistent with its goal of encouraging public companies toward greater transparency
through its own diversity disclosures, BlackRock has published DEI-related disclosures
throughits SASB, EEO-1, Board Diversity data disclosure, and DEI Annual Report.

The 2021 DEI Strategy does not set out a clear framework to guide BlackRock’s efforts to
“drive and contribute to public policy and legislative outcomes.” Asaresult, DEI and
racial equity do not appear to factor consistently into the firm’s policy efforts regarding
issues related to its core business, like retirement savings or tax policy, otherthan
supporting greater disclosure regarding diversity metrics. The absence of a clear
framework and process for taking account of DEI and racial equity inthe firm’s
consideration of policy issues limits the firm’s ability to advance the public policy
objectivesinits 2021 DEI Strategy and creates the risk that some stakeholders will
misunderstand BlackRock’s positions.

Recommendations

To accelerate progress toward its stated objective to “drive and contribute to public

policy and legislative outcomes,” BlackRock could:

Evaluate options for a firmwide public policy strategy that integrates aracial equity lens
throughout BlackRock’s public policy work, including with respect to the firm’s core
business areas, such as retirement savings; and

Actively engage on policy and innovations that promote economic inclusion, address

racial gaps in wealth and accessto savings, and invest and promote wealth creationin
communities of color both directly and indirectly.
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