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1. Introduction

Purpose

Brown Advisory Limited (‘the Firm’ or BAL) is an investment manager, authorised and regulated by the
Financial Conduct Authority (FCA) in the United Kingdom (UK) and registered as an investment advisor
with the U.S. Securities and Exchange Commission (SEC). This report is issued in accordance with the
TCFD recommendations, recommended disclosures and the FCA’s regulatory Environmental, Social
and Governance (ESG) sourcebook.

This document fulfils the regulatory requirements under chapters 2.11 and 2.22 of the FCA’s ESG
sourcebook, which outlines the requirement to prepare and publish a TCFD entity report containing
climate-related disclosures consistent with the TCFD Recommendations and Recommended
Disclosures®. This report sets out how BAL and, more broadly, Brown Advisory and its affiliates,
consider climate-related matters when managing assets on behalf of clients, encompassing disclosure
of governance, strategy and risk management arrangements, including the integration of relevant
climate-related metrics and targets. For the purposes of this report, the relevant companies are BAL
and its United States (US) affiliates — particularly Brown Advisory LLC and Brown Advisory Investment
Solutions Group LLC — which provide discretionary investment management services.

Group Overview

BAL is part of the Brown Advisory group of companies (collectively, ‘Brown Advisory’, and referred to
as ‘we’ or ‘our’), which is headquartered in Baltimore, Maryland, with offices in the US, the UK, Abu
Dhabi, Germany, Japan and Singapore. Brown Advisory provides investment management to
institutions, individuals, families, trusts and endowments around the world and distributes its investment
strategies and funds globally.

Our Sustainable Investing philosophy is underpinned by the belief that any data, factor, business tactic
or strategy, economic or market condition—whether quantitative or qualitative—which might allow us to
better understand the material challenges and opportunities facing a business or issuer should be part
of our research process. This approach allows us to deliver robust, client-centric solutions while
maintaining our independence and our commitment to fiduciary duty. By embedding climate
considerations into our investment research and portfolio construction, we help clients navigate the
evolving landscape of risks and opportunities and ultimately seek to deliver superior long-term
investment outcomes. Brown Advisory focuses on materiality—ensuring that climate risks and
opportunities are systematically considered wherever they may affect investment performance.

Every Brown Advisory investment strategy holds the fiduciary duty of delivering investment performance
to clients as its highest obligation.

" ESG 2.1 Preparation of climate-related reports — FCA Handbook

2 ESG 2.2 TCFD entity report — FCA Handbook

3 TCFD Recommendations and Recommended Disclosures is a reference to the TCFD report entitled ‘Recommendations of
the Task Force on Climate-Related Financial Disclosures’ (the TCFD Final Report) published in June 2017. This reference also
includes the Annex to the TCFD report entitled ‘Implementing the Recommendation of the Task Force on Climate-Related
Financial Disclosures’, and specifically, section C (Guidance for all sectors) and part 4 section D (Supplemental Guidance for
Asset Managers). FINAL-2017-TCED-Report.pdf (bbhub.io)



https://www.handbook.fca.org.uk/handbook/ESG/2/1.html
https://www.handbook.fca.org.uk/handbook/ESG/2/2.html
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
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Basis of Preparation

This report has been prepared by BAL on a solo basis, as the sole UK FCA authorised and regulated
firm within the Brown Advisory group of companies. The BAL TCFD entity report adopts a 12-month
reporting period that ends on 31 December of the year preceding the date of publication. This will be
referred to as the ‘reporting period’ throughout the remainder of this report.

In line with the requirements outlined in the ESG sourcebook (1.14 and 1.25), the metrics reported on
solely relate to the assets managed in connection with BAL's TCFD in scope business, which is limited
to portfolio management activities (please refer to Section 5: Metrics and Targets).

Whilst this TCFD report has been prepared at a legal entity level, climate-related business activities are
undertaken in partnership, on a group-wide basis, and thus climate-related governance, strategy and
risk management are predominantly considered at a group level. This report will therefore consider
Brown Advisory where it is appropriate to consider more generally applicable matters and will refer to
BAL where local considerations apply.

BAL Overview

BAL is a UK limited company, authorised and regulated in the UK, working alongside other members
of the Brown Advisory Group to manage and oversee operations outside the US, particularly in the UK.
The Firm is governed by a Board of Directors.

In terms of the group structure (as shown in the simplified diagram below), BAL is a wholly owned
subsidiary of Brown Advisory Management LLC, which in turn is wholly owned by Brown Advisory Group
Holdings LLC. The holding company is owned predominantly by employees, with a minority interest
from outside shareholders. No individual or entity holds 7% or more of the share capital of Brown
Advisory®.

Brown Advisory Manager Brown Advisory
Group Holdings LLC Incorporated
Holding Company Holding Coampany
Delaware, US Maryland, US

(%
&
100% \ “ag‘,\“@'\

‘Nb

Brown Advisory

Management LLC
Holding Company
Maryland, US

|
l l

Brown Advisory Limited Brown Advisory LLC

FCA Authorised Investment Adviser. SEC Registared Iinvestment
SEC Registered investment Adviser Adviser
UK Limited Company Maryland, US

BAL was established in 2008 with the opening of a London office to support Brown Advisory’s growing
global client base. The Firm has a straightforward business model, and its activities include:

4 ESG 1.1 Purpose and application — FCA Handbook
5 ESG 1.2 General application — FCA Handbook

6 As of 31 December 2024.



https://www.handbook.fca.org.uk/handbook/ESG/1/1.html
https://www.handbook.fca.org.uk/handbook/ESG/1/2.html
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(i) the marketing of Brown Advisory investment strategies through Brown Advisory’s
Undertakings for the Collective Investment in Transferable Securities (UCITS) funds — Brown
Advisory Funds plc (the Funds) — and separate account mandates (Institutional Marketing);

(ii) the provision of discretionary investment management solutions to individuals, families,
trusts, charities and endowments (Private Client Business);

(iii) sub-advising Brown Advisory investment strategies and managing separately managed
accounts for institutional investors in those strategies (Institutional Investment
Management); and

(iv) client servicing for international clients of the Brown Advisory group.

Whilst feeding into the group-level governance structure, BAL considers and maintains its own effective
procedures to identify and report on business and operational risks it is or might be exposed to and
reports to the Board of Directors accordingly. In respect of climate-related risks in particular, this report
will cross-refer to group-wide initiatives and to the activities of other group members, particularly the
firm’s US affiliate, Brown Advisory LLC. Brown Advisory has established a global business capability
focused on Sustainable Investing and a Sustainable Investing Advisory Board. This Board operates in
an advisory capacity, providing guidance on integrating Sustainable Investing considerations, including
climate risks material to performance, into investment practices and contributing to the group’s overall
Sustainable Investing strategy”.

Governance Overview

Effective governance allows Brown Advisory to fulfil its responsibilities to its clients and create long-
term value for stakeholders, which is reflected by the commitment from the leadership and oversight
from Brown Advisory’s Board and senior management. Brown Advisory recognises that having effective
corporate governance is important for executing its overarching strategy to identify, mitigate and
manage its exposure to climate-related matters.

BAL’s Climate Approach Within the Brown Advisory Group

BAL'’s considerations around climate risks and opportunities are largely informed by the wider practices
and policies of the Brown Advisory Group. The TCFD report will therefore articulate Brown Advisory’s
holistic and collective approach to climate-related issues.

We believe that some of the most interesting investment opportunities are those at the intersection of
strong fundamentals and leadership on sustainable risks and opportunities including climate risk.
Companies and issuers which are able to properly underwrite climate risk, economic mobility, energy-
efficient computing, or improved population health for their business model are in an advantaged
position relative to competitors.

The assessment and integration of climate-related risks and opportunities across investments in
managed portfolios is undertaken by the relevant investment management entity, applying an approach

" The Sustainable Investing Advisory Board meets quarterly, where stakeholders from the group’s Sustainable Investing
Business report on performance and developments and engage Board members in discussion on topics where strategic input
would be beneficial. The Board includes members from Brown Advisory as well as external Sustainable Investing experts.
Please see biographies provided here.



https://www.brownadvisory.com/us/people/board-of-directors/si-advisory
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aligned with Brown Advisory’s established approach to investment. Specifically, our investment
approach is to seek to consider any data, factor, business tactic or strategy, economic or market
condition — whether quantitative and qualitative — which we believe allows for better understanding of
the material challenges and opportunities facing a business or issuer. Every Brown Advisory investment
strategy holds the fiduciary duty of delivering investment performance to clients as its highest obligation.
As a client-focused firm, we offer a number of Sustainable Investing strategies aligned with client
demands that apply an active and documented investment decision-making framework which carefully
considers the materiality of the risks and/or opportunities arising from natural resource, social and
economic, climate, and/or governance issues in their underwriting of an investment.

Group Shareholder Breakdown and Ownership Structure

Brown Advisory’s ownership structure is designed to closely align with its clients' interests and support
a long-term perspective in its business operations. Brown Advisory is privately held, and its ownership
is distributed primarily amongst its employees. Approximately 70% of the holding company is owned by
its colleagues and former colleagues. This enhances the sense of personal investment and commitment
to the firm’s long-term success. The remaining 30% is owned by select outside investors who provide
insight, perspective and stability.

An ‘ownership mindset’ is essential to our culture. The management of any and all risks to the business
and to clients is therefore a concern for all employees, irrespective of their role, as all employees have
an investment in the future of the business.

Compliance Statement

| can confirm that the disclosures contained in this report comply with the ESG sourcebook TCFD entity
reporting requirements. This compliance statement should be read in conjunction with the above section
on basis of preparation of this report. BAL will ensure that it maintains a robust internal compliance and
governance control framework that underpins this compliance statement.

fqﬁoﬁma‘ Thomason

Richard Thomason, Director of BAL and Head of Compliance, International Business
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2. Governance

BAL maintains its own Board of Directors, which oversees activities in, and from, the UK and has
oversight of international (i.e. non-US) operations in general. The Board ensures that the firm aligns
with Brown Advisory’s overall mission while addressing the specific regulatory and market environments
of the regions in which it operates. The BAL Board has chartered three committees to support the
oversight of the international business: the International Investment Committee, the Risk and
Compliance Committee and the International Operating Committee.

The governance structure of Brown Advisory, including BAL, is designed to ensure that it operates with
a clear focus on serving its clients’ interests while adhering to its core values and strategic goals. The
governance framework is multilayered, incorporating various levels of oversight and decision-making
bodies that work together to manage the firm’s operations effectively.

At the highest level, Brown Advisory is overseen by an independent Board of Directors, which consists
primarily of non-executive members. The Brown Advisory Incorporated Board of Directors provides
strategic guidance and accountability, ensuring that Brown Advisory carries out its mission and business
strategy and always puts clients first. Its directors are experts in their respective fields, providing a wide
range of perspectives on strategic issues.

The Board has chartered various committees to provide oversight of the business, including the
Corporate Governance and Conflicts Committee, the Remuneration Committee and the Audit
Committee. The oversight of Brown Advisory’s investment risk is led by the Investment Risk
Management Committee (IRMC), which comprises investment leadership and other business leaders.
The IRMC receives regular reporting from the investment risk team and investment teams, including
Sustainable Investing, and is tasked with reviewing broader investment-related topics, including
systemic risks. Investment activities across Brown Advisory are undertaken in a collegial manner, with,
for example, the global equity and global fixed income teams based in London (and employed by BAL)
working collaboratively with US colleagues. Board oversight of investment activities therefore
encompasses the whole of Brown Advisory, including BAL.

Brown Advisory’s Co-Chief Executive Officers (Co-CEOs), Logie Fitzwilliams and Mike Hankin, are
responsible for the management of the group. This team includes leaders from key areas across the
business and is charged with addressing any issues that may impact clients, colleagues, the firm’s
culture and the communities in which Brown Advisory operates.

Sustainable Investing expertise and oversight is integrated across Brown Advisory’s governance
structures. For example, members of the Sustainable Investing team are members of the Executive
Team as well as part of the IRMC. Brown Advisory also maintains a Sustainable Investing Advisory
Board comprising internal and external sustainability and climate experts who provide advice and
guidance to the business as it develops strategy related to Sustainable Investing, and climate-related
investment factors more specifically. Brown Advisory’s Sustainable Investing Advisory Board has CEO
representation.

All Sustainable Investing-related governance, oversight and leadership aims to ensure this investment
objective aligns with Brown Advisory’s overall approach to investing. Specifically, our investment
approach is to seek to consider any data, factor, business tactic or strategy, economic or market
condition — whether quantitative and qualitative — which we believe allows for better understanding of
the material challenges and opportunities facing a business or issuer. Every Brown Advisory investment
strategy holds the fiduciary duty of delivering investment performance to clients as its highest obligation.
Sustainable Investing strategies apply an active and documented investment decision-making
framework that emphasises the materiality of the risks and/or opportunities that arise from natural



https://www.brownadvisory.com/us/people/board-of-directors/si-advisory
https://www.brownadvisory.com/us/people/board-of-directors/si-advisory
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resource, social and economic, climate, and/or governance issues in their underwriting of an
investment.

Business Units/Groups/Functions

Brown Advisory’s approach to implementing climate risk mitigation is integrated across various facets
of the business, including operations, institutional and advisory solutions, portfolio management, and
corporate and issuer engagement. The integration of sustainable investment research (including
climate-related risks and opportunities) is conducted at the investment strategy level and in accordance
with the fiduciary obligations to every client. As previously indicated, business activities undertaken by
BAL are integrated into broader business lines that are managed across Brown Advisory, all of which
integrate climate and other sustainability considerations on a case-by-case basis as appropriate to a
given mandate.

Brown Advisory’s Co-CEOs are ultimately responsible for overseeing climate-related risks and
opportunities at Brown Advisory. The Co-CEOs, together with the Head of Institutional Sustainable
Investing, Katherine Kroll, and other senior members of the Executive Team and Sustainable Investing
teams, develop Brown Advisory’s strategy for underwriting climate risks and opportunities across the
firm’s investment and operational activities. The responsibilities of each of these individuals and groups
are outlined in Chart 1 and Table 1 below.

Brown Advisory serves clients with sustainability related investment preferences across the Institutional
and Private Clients, Endowments & Foundations (PCEF) business lines, seeking to deliver investment
performance to clients as its highest obligation. While each business line has its unique needs, Brown
Advisory’s Head of Institutional Sustainable Investing is responsible for overseeing the implementation
of Sustainable Investing across the broader business in partnership with PCEF leadership, particularly
the Head of Impact Investing and Advisory, ensuring high standards are maintained and resources are
appropriately allocated to teams and strategic initiatives. The Head of Institutional Sustainable Investing
collaborates closely with the Heads of Business and Chief Investment Officers (CIOs) across these
business lines to ensure strong execution of investment work and performance.

The Head of Institutional Sustainable Investing also collaborates closely with Karina Funk, CFA, Brown
Advisory’s Chair of Sustainable Investing, to set and execute the strategic direction and priorities for
Brown Advisory’s Sustainable Investing work and challenging its position and presence in the industry.

Brown Advisory’s Co-CEOs, alongside its Head of Institutional Sustainable Investing, are responsible
for ensuring that relevant Sustainable Investing issues and opportunities are discussed and addressed
with the firm’s various boards of directors. Sustainable Investment topics are routinely discussed at
board and committee meetings. For example, Erika Pagel, co-ClO of PCEF, reports on the performance
of the Sustainable Investment CIO portfolio and the recommended Sustainable Investing strategies
individually to Brown Advisory’s Investment Committee? as part of their oversight of Brown Advisory’s
investment programme.

Brown Advisory has over 25 colleagues who are either wholly or largely dedicated to the Sustainable
Investing practice. Within each business line are many investment professionals focused on delivering
sustainable investment solutions to our clients who seek them. We have resourced the following roles
that have specific mandates tied to the firm's Sustainable Investing business.

8 Brown Advisory’s investment committee addresses broader investment issues, including risk management, resource and
technology exploration, and best practices. It monitors investment activities and is responsible for providing guidance and
support to the broader investment teams in these areas, without directly handling portfolio purchases and sales.
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e Head of Institutional Sustainable Investing

e Chair of Sustainable Investing, Portfolio Manager

e Head of Impact Investing & Advice

e Director of Sustainable Fixed Income

e Director of Fixed Income Research, Sustainable Investing
e Co-CIO of PCEF

From an operational perspective, our sustainability strategy is implemented across various operational
teams (e.g. real estate, security and technology). The primary focus of these teams’ efforts is to reduce
the risk that operational continuity might be disrupted by climate events and to put measures in place
to reduce the negative impact that our business activities may have on the environment. Brown Advisory
also provides transparency on its operational emissions each year, publishing metrics in the firm’s
annual report. The Co-CEOs and COO oversee Brown Advisory’s operational emissions function.
Additional responsibilities for ensuring the carbon offsets are of sufficient quality are carried out by the
Head of Institutional Sustainable Investing and Global COO of the Institutional Business.

Please see Chart 1 below, which illustrates the different functions within Brown Advisory and how they
oversee relevant climate-related work. Colleagues based in Brown Advisory’s London office play a role
in each of these functions. Table 1, which follows, provides a summary of the work undertaken by each

group.

Chart 1: Governance and Climate

Institutional Business

Global Head of Institutional
Business

Investment Risk M it Director of Equity Research
Committee

Corporate Sustainability

Head of Institutional Sustainable
Investing

Chief Operating Officer

Global Chief Operating Officer of 5
Institutional Business Head of Investment Risk Director of Fixed Income Research,

Chief Financial Officer Sustainable investing

Chief Technology Officer

Director of Fixed Income Research

Head of Institutional Sustainable
Investing

Climate Risk and Opportunity
Oversight

Co-Chief Executive Officers

Executive Team

Private Client, Endowment and
Foundation Business

Head of International Business

Sustainable Investing Advisory Chief Investment Officer of
Sustainable Investing Platform Board International
Head of Institutional Sustainable Chair of Sustainable Investing Head of Impact Investing & Advice
Investing Head of Institutional Sustainable Co-Chief Investment Officers for
Investing Private Client, Endowment &

Foundation

Head of Institutional Sustainable
Investing
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Table 1: Climate Across the Business

Corporate
Sustainability

Responsible for overseeing the integration of
sustainability into Brown Advisory’s operating
activities such as real estate, physical security and
travel.

Co-CEOs

Head of Institutional
Sustainable Investing

COO
CFO
CTO

Global COO of Institutional
Business

Sustainable
Investing
Business

Institutional
Business

PCEF

Responsible for establishing the standards for the
firm’s Sustainable Investing strategy and operations
across Brown Advisory’s business lines. In particular,
the Business ensures that all work aligns with Brown
Advisory’s long-established approach to Sustainable
Investing, and that the communication of this work
maintains a consistent message to all stakeholders.

Additionally responsible for developing governance
and oversight for the firm’s Sustainable Investing
activities.

Responsible for overseeing the development of
performance-driven Sustainable Investing solutions
to serve institutional clients and the management of a
team of analysts specialising in sustainable
investment research.

Additionally responsible for investment research and
the selection of data providers that can inform
research and enhance investment due diligence.

Responsible for identifying and providing Sustainable
Investing solutions for Brown’s Advisory’s balanced
portfolios, including the approval of external
managers that are using sustainable investment
research to enhance performance.

Additionally responsible for developing tools to
measure and monitor various sustainability
exposures across client portfolios.

Head of Institutional
Sustainable Investing

Global Head of Institutional
Business

Director of Equity
Research

Director of Fixed Income
Research

CIO of Institutional

Director of Fixed Income
Research, Sustainable
Investing

Head of US PCEF
Business

Co-Chief Investment
Officers of PCEF

Head of International
Business

CIO International

Head of Impact investing
and Advisory

10
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Head of Investment Risk
Head of Institutional
Responsible for reviewing Sustainable Investing Sustainable Investing
IRMC . g
reporting on a quarterly basis. CIO
Co-CIO PCEF
CIO Institutional
Sustainable Responsible for providing advice and accountabilit
Investing P . p, 9¢ . y Chair of Sustainable
. of Brown Advisory’s Sustainable Investing strategy )
Advisory X : ; Investing
and practices across business lines.
Board
Training

To help our colleagues understand Sustainable Investing (which includes its approach to climate-
related research) and to equip them to articulate Brown Advisory’s approach towards it, we run an
internal development programme called Sustainable Investing Subject Matter Experts. Colleagues from
across the business participate in this programme, including, though not limited to, investment
professionals and client-facing team members. A number of Brown Advisory’s leadership team have
participated in it, and approximately 40% of colleagues have completed the programme.

Remuneration

Brown Advisory implements a Remuneration Policy at the firm, group, and individual level to ensure
that compensation practices are fair, strategic, and aligned with the group’s objectives. This section
outlines the governance structure that underpins the overarching approach to compensation, the
philosophy guiding compensation decisions, and the integration of Sustainable Investing considerations
into executive remuneration and partner promotions. It should be noted that BAL is required to comply
with FCA rules relating to remuneration and other remuneration requirements — for example under the
UCITS Directive — that are also applicable. The group-level policy, as a statement of principle, is aligned
with these requirements.

Compensation Philosophy

Brown Advisory's Compensation Committee, comprising select Board members, is tasked with the
governance of employee compensation. This committee determines the compensation pool each year.
The Human Resources team in coordination with Business Heads, determines annual compensation
for all employees and manages fiduciary asset-related compensation issues. Regular meetings, held
at least twice a year, ensure that compensation decisions are made with due diligence and strategic
alignment. The Committee has oversight of compensation awarded to employees of BAL, in addition to
all other Brown Advisory employees.

11
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Brown Advisory’s compensation is merit-based, and in awarding compensation to our colleagues we
consider investment performance, teamwork, and the firm’s overall profitability. Our compensation
structure is designed to create a highly collaborative investment process rather than a star system.

Brown Advisory has held a consistent compensation philosophy since inception. There are two key
tenets of our compensation philosophy. First, we seek to be competitive with the market and pay fairly
for outstanding performance, supporting a culture of meritocracy. Secondly, equity is an important
component of compensation, increasingly so for Principals and Partners, and underpins the firm’s
culture and competitive advantage.

Compensation Governance and Goal Setting

Brown Advisory's Compensation Committee, discussed above, is charged with the responsibility for
overseeing the firm’s compensation philosophy and for determining how the Co-CEOs of the firm are
compensated with salary, supplemental, and incentive income and benefits that are equitable,
competitive, and consistent with such philosophy.

There is an extensive goal setting and planning process that is completed at the start of each calendar
year, including goals for the Co-CEOs and all business and group heads. Both the goals of Brown
Advisory’s Sustainable Investing and Impact Investing & Advisory businesses respectively are
articulated in the annual planning process and shared broadly across the management team, with the
Co-CEOs and the Head of Institutional Sustainable Investing. These are also shared in the annual plans
delivered to the Brown Advisory Incorporated Board with progress reported on a quarterly basis.

12
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3. Strategy

Introduction

As we described in Section 1, our philosophy remains aligned with the reality that an unpredictable
climate can increase business and hence investment risks. BAL’s considerations around climate risks
and opportunities are largely informed by the wider practices and policies of the Brown Advisory Group.
This section will consequently describe the collective approach of Brown Advisory.

Brown Advisory recognises that understanding the impact of climate and other sustainability issues can
be additive in determining how an investment may perform over a variety of time-horizons. As investors,
we seek to consider any data, factor, business tactic or strategy, economic or market condition —
whether quantitative and qualitative — that we believe allows us to better understand the material
challenges and opportunities facing a business or issuer. Every Brown Advisory investment strategy
holds the fiduciary duty of delivering investment performance to clients as its highest obligation.

In this section, Brown Advisory’s approach to addressing climate-related risks and opportunities is
considered through both its operational strategies and its investment strategies. The operational
strategies section outlines Brown Advisory’s internal efforts surrounding its corporate emissions and
environmental footprint, as well as the sustainability-focused practices it is seeking to adopt in its
operations. The investment strategies section includes a description of how the group seeks to
underwrite climate-related considerations into its investment decision-making processes. This includes
the research methodologies, product offerings, and engagement processes used by our investment
team, each of which is designed to enhance performance and as part of our fiduciary responsibility to
our clients.

Investment Risks and Opportunities

Brown Advisory’s overall strategy as it relates to climate risks and opportunities is focused on its
investment activity as this is the aspect of the business where climate is deemed to be most relevant to
client outcomes. Brown Advisory’s strategic priorities are always aligned with ensuring that we can
provide the best performance, advice, and service to our clients. Therefore, Brown Advisory has
prioritised the following to ensure that we are strategically positioned to navigate climate-related risks:

1. Research tools to inform investment decisions: A rapidly changing climate has the potential
to disrupt economies and industries, leading to increased market volatility and influence over
the performance of investment portfolios. We have developed tools to help with the evaluation
of these risks and will continue to innovate in this area as policy and technology evolves.

2. Product development to meet client needs: Many of Brown Advisory’s clients seek
investment solutions that emphasise sustainable investment considerations as a core part of
their investment philosophy. We have developed a suite of solutions, tools and strategies that
seek to meet these evolving client demands.

3. Expertise to deliver outcomes: Understanding climate risks and opportunities often requires
a specialised skill set, and Brown Advisory has prioritised the expansion of its research team
with analysts that have that Sustainable Investing experience. This team of professionals, and
a growing number of colleagues who have participated in our internal Sustainable Investing
programme, are well equipped to deliver investment solutions and strategic advice to clients for
whom climate considerations are relevant.

13
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Business Risks and Opportunities

As specified by the TCFD?, climate-related risks fall into two categories — transition risks and physical
risks. Transition risks relate to the transition to a low-carbon economy while physical risks relate to the
physical impacts of extreme weather and environmental changes.

These climate-related risks and opportunities may materialise over various timeframes and with various
outcomes. Some short-term risks may escalate in their impact and importance over time while others
may not emerge for decades to come. We have prepared a table to illustrate the climate-related risks
that could potentially influence Brown Advisory’s investment products, asset allocation strategies and
business operations, which are evaluated across different time periods. These have been classified as
either short-term risks (within one year), medium-term risks (one to five years) or long-term risks (more
than five years).

We believe it is important to consider the different time horizons of climate risks and opportunities within
Brown Advisory’s strategic planning. By doing so, we can develop proactive strategies that not only
mitigate risks but also position them to take advantage of the emerging investment opportunities and
potential for alpha generation associated with the transition to a more sustainable and climate-resilient
economy—recognising that this will differ across sectors. Additionally, recognising the varying
timeframes of climate-related impacts allows for better long-term planning and risk management.

Table 2: Climate-Related Risks Matrix

Time

Horizon Climate-Related Risks Potential Impacts
Regulatory Risk Operational disruptions that

Short, Increasing and divergent regulatory create downtime, compliance

Medium requirements for climate disclosures costs, barriers to market entry
across jurisdictions that deter growth

Loss of talent due to
weakened brand, difficulty

Reputational Risk

Shor.t, Negative perceptions due to the firm's ' ,iracting new talent, loss of
Medium actions or inactions on climate Ty gy
. issues, damaging brand value leading to asset outflows
Transition
Risk Investment Risk
Negative absolute or relative
Shor.t, Mispricing climate-related investment o rformance due to mispriced
Medium risks or opportunities, impacting asset  imate risk
values

Client Preferences (Product

Short, Offering) Capital outflows, competitive

Medium Shifts in client preferences leading to pressures, reduced revenues
reduced demand for the firm’s
solutions that do not align with

9 Recommendations of the Task Force on Climate-Related Financial Disclosures

14
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climate-related expectations;
unsuccessful efforts to develop
products to meet these preferences
could negatively affect business

Client Preferences (Portfolio

Exposure) Capital outflows, potentially in
Long Decreased client risk tolerance for products exposed to high-risk

investments in regions prone to geographies

climate risks

Carbon Taxes Increased operational costs
Medium, International and/or national for issuers and in firm-wide
Long implementation of carbon taxes cost (e.g..travel, office

affecting global business operations ~ construction, energy use)

Climate Events
Property damage (e.g. data

Medium Exposure of certain offices to chronic centres), insurance costs

Long or acute climate risks (e.g. extreme disruption of technology
weather events, sea level rise, water leading to trading downtime
shortages)

. Investment Risk Negative absolute or relative
Physical e
Risk Shor.t, Mispricing climate-related investment pe.zrforma.nce due to mispriced

Medium risks or opportunities, impacting asset ~ climate risks and
values opportunities

Health Impacts
Productivity decline,

attraction and retention of
talent, increased costs

Adverse health effects due to
extreme heat and other long-term
climate conditions

Long

Opportunities

Following the same format as the table above, Brown Advisory has also considered the climate-related
opportunities that may affect its investment products, asset allocation strategies and business
operations.

Table 3: Climate-Related Opportunities Matrix

Time

Horizon @ Climate-Related Opportunities Potential Impacts
Products . Investment Performance
and Medium, . _ . Potential improvements in
Services Long Implementing new, high-quality absolute or relative

sources of climate-related data and

15
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information and accurately investment performance,
implementing it into investment asset growth
analysis and decisions

Product Range

_ Development of new and innovative Diversification of revenue
Medium,  investment products within streams and product
Long underserved asset classes (e.g. offerings, asset growth

venture capital, private equity and
real estate)

Investor Sentiment

Medium, Shifts in investor sentiment towards Client diversification, asset
Long Sustainable Investing and integration growth

of climate-related factors within
investment products

Expert Partnerships Improved research and
_ Collaboration with sustainable advisory capabilities,
Medium ' advisory and international experts to ~ Potential improvements in
enhance investment expertise and absolute/relative investment
capabilities performance

Regulatory Monitoring and

Positioning
Operations  Medium  Proactive adaptation to and Improved operational risk
anticipation of regulatory changes, management

positioning the firm to capitalise on
these shifts

Transition Plans and Operational Carbon Footprint

Because Brown Advisory does not manufacture or physically distribute tangible products, we do not
consume significant amounts of natural resources, produce large amounts of waste or generate notable
point-source toxic pollution. The group’s primary operational impact on the environment is through the
carbon dioxide equivalent (CO2e) emissions that stem from our operations. Brown Advisory’s Scope 2
and 3 emissions stem primarily from office energy use and business travel.

From an operational perspective, Brown Advisory focuses on monitoring and reducing emissions and
contributing financially to climate-positive projects that can help offset emissions that are unavoidable
while serving our clients. We have implemented numerous practices to reduce this impact, such as
energy-efficient office designs and operations, and all newly developed office space must meet
Leadership in Energy and Environmental Design (LEED) ‘Silver’ and Building Research Establishment
Environmental Assessment Methodology (BREEAM) ‘Very Good’ certifications. We have described
these implementations in more detail below.

The year 2020 marked Brown Advisory’s first effort to calculate and report on its carbon footprint. At the
time, this was a learning experience that required collaboration across the business, including the
accounting and finance teams for business travel data, the information technology team for data centre
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energy usage and the operations team for electricity and heating data sourced from landlords and utility
companies around the world.

As a group, Brown Advisory has sought to balance its electricity-related Scope 2 emissions by
purchasing Renewable Energy Certificates and investing in offset projects for its Scope 3 emissions.
We also prioritise a diverse array of high-quality, scientifically robust projects that offer additional
benefits, such as enhancing biodiversity and human health. Brown Advisory has contributed to several
climate-positive efforts, with examples provided below.

Natural Climate Solution (NCS) Removals

e Seeing the Forest for the Trees: Now in our third year of support, this reforestation initiative
in Mexico focuses on biodiversity protection by conserving habitats for species threatened by
deforestation.

e Sea of Change: After a brief hiatus due to supply constraints in 2023, we were pleased to
reintroduce this high-quality mangrove reforestation (blue carbon) project for the fourth year.
Mangroves are powerful carbon sinks, and this project not only sequesters carbon but also
promotes coastal biodiversity and resilience.

e The Giving Trees: Now in our fourth year of support, this sought-after reforestation and
sustainable development project provides direct economic benefits to communities in Kenya,
Uganda, Tanzania, and India. In addition to planting trees for food, fodder, and shade, the
project raises rural living standards, promotes sustainable agriculture, and supports local
leadership—particularly for women—across participating regions.

Technology Reductions

o A Bright Idea: New to our project portfolio in 2024, this technology-based reduction project
brings renewable energy to remote communities in India using innovative direct current (DC)
solar technology. By replacing inefficient fossil fuel sources, the project will deliver clean,
affordable energy to 40,000 rural households, significantly reducing greenhouse gas emissions
and improving quality of life for populations not connected to the power grid.

As a group, Brown Advisory has implemented multiple practices to improve its environmental impact,
in addition to offsetting and reduce its operational emissions, which are implemented to varying degrees
across its offices. Some examples include:

e New office space built to a LEED Silver/BREEAM Very Good standards

e All current and future data centres are/will be a minimum of LEED Silver certified
e Automatic lighting controls, with time clock, motion and daylight sensors

e Automatic and timed HVAC/temperature controls

¢ Low-flow plumbing fixtures with automatic sensor operation

e Battery recycling

e Use of green cleaning products

e On-site recycling and composting collection
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In addition, as we acquire new office space or renovate existing facilities, we consider several
sustainable strategies to reduce our environmental impact, including but not limited to:

e Use of natural daylighting via glass office fronts

o Highly efficient LED lighting

e Highly recycled materials, including carpet tiles, acoustic ceiling tiles and steel framing
e Reused/repurposed building materials and fixtures

e Use of rapidly renewable materials (bamboo counters, cork-backed flooring)

o Blackout shades to moderate seasonal temperatures

e Low-VOC paints and adhesives

e A significant percentage of construction debris diverted from landfills

Financial Planning and Performance

The consideration of environmental factors on financial performance is delegated to Brown Advisory
LLC. As part of Brown Advisory's enterprise risk management efforts, the leadership of all teams is
regularly interviewed and priorities for the ERM are established and worked against. We do not view
this as a material risk to the business’ operations at this time.

Investment Strategies

Brown Advisory recognises that the carbon footprint associated with its investments is considerably
greater than the footprint of its operational emissions. We also recognise that, as fiduciaries, our clients
have mandated us to deliver financial performance. As such, Brown Advisory has not established a
binding Scope 3 net zero target that could supersede this fiduciary duty and the requirement to manage
risk and deliver financial returns to our clients. We have sought to manage risk by integrating climate
and other factors related to natural capital into our investment research and analysis, ultimately for the
purpose of enhancing investment performance. We have provided an overview of the investment team’s
integration of climate-related factors into its investment research below.

Investment Philosophy and Climate Considerations

Brown Advisory integrates Sustainable Investing where it is aligned with the fiduciary duty to deliver
investment performance to our clients. We seek to deliver performance through the evaluation of a wide
variety of data and information — qualitative and quantitative — into investment decisions.

Many institutional strategies at Brown Advisory have committed to explicitly integrating sustainable
investment considerations (including material climate and natural capital considerations) within their
investment approach. No two strategies at Brown Advisory are alike, and this is true for Sustainable
Investing strategies as well. Each strategy’s approach will reflect the Portfolio Manager/s’ autonomy to
invest in a manner they believe generates long-term performance for clients formalised through its
investment philosophy and principal investment strategy. While all strategies retain financial
performance as their primary objective, many of our investment solutions include specific sustainability
parameters as part of their investment strategy.

18



Brownapvisory

== Thoughtful Investing.

This section includes an overview of the Sustainable Investing products that Brown Advisory offers, a
description of how sustainable investment considerations are integrated across Brown Advisory’s
institutional business (comprising equity and fixed income strategies) and its private client business,
respectively.

Product Development and Client Solutions

Brown Advisory offers a range of internally managed Sustainable Investing strategies that are
diversified across asset class, market capitalisation and sector, aiming to cater to various client needs.
These strategies include:

Strategy Investment Universe | Inception Date Asset Class
Global Leaders Global Equity May 2015 Equity
Sustainable International Leaders Global ex-U.S. Sep. 2021 Equity
U.S. Large-Cap Sustainable Growth U.S. Large-Cap Dec. 2009 Equity
U.S. Sustainable Small-Cap Core U.S. Small-Cap Jun. 2017 Equity
U.S. Large-Cap Sustainable Value U.S. Large-Cap Sep. 2022 Equity
Global Sustainable Total Return Bond | Global Multi-sector Feb. 2022 Fixed Income
Global Sustainable Income Bond Global Multi-sector Nov. 2024 Fixed Income
U.S. Sustainable Core U.S. Multi-sector Sep. 2014 Fixed Income
U.S. Sustainable Short Duration U.S. Short-Duration Jan. 2017 Fixed Income
U.S. Tax-Exempt Sustainable U.S. Municipal Sep. 2014 Fixed Income

Research that underwrites climate risks and opportunities

Brown Advisory’s institutional research team employs a rigorous, bottom-up approach to identifying
material sustainability-related investment risks and opportunities across sectors and asset classes. Our
research team conducts deep due diligence using a combination of primary research and third-party
data sources to fully understand the investment risks and opportunities associated with a given
investment. This research is leveraged for portfolio decisions as well as engagement dialogue with
companies, bond issuers and other stakeholders.

Brown Advisory’s Research Analysts focussed on sustainable investment considerations are
embedded within the institutional equity and fixed income research teams. They are responsible for
including considerations around climate and natural capital as part of the investment analysis for the
securities considered for our investment strategies.
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Climate change has long been a focus area for sustainable investment strategies given the broad
economic impact a rapidly changing climate may have across sectors. The team employs a robust
framework for identifying, assessing and managing climate-related risks and opportunities as part of
the sustainable investment research assessments the analysts produce for Brown Advisory’s
Sustainable Investing strategies. Beyond these strategies, other Portfolio Managers also consider
sustainability-related investment risks as part of their investment due diligence and monitoring where
consistent with the product’s investment policy.

This research includes the evaluation of multiple potentially material climate-related metrics and
characteristics that may impact the financial performance of companies and issuers. Many climate-
related criteria are assessed during this process, which may include, but are not limited to, those
described in the table below.

Climate-Related Metrics & Characteristics — Examples

Transition Risks Physical Risks
e Greenhouse gas (GHG) emissions and e Risk of exposure to extreme weather events
management

o Water availability/usage
e Emission reduction targets
e Weather condition effects on productivity
e Energy efficiency strategy
e  Supply chain resiliency
e Energy mix

e Compliance with environmental regulations

Stewardship and Engagement

Engagement is a foundational part of Brown Advisory’s investment research and ongoing monitoring
across all strategies. As active managers, primary discussions with a company’s management team,
its customers, its critics and experts on material issues that inform our investment conviction are critical
to delivering performance for clients. As part of Brown Advisory’s engagement programme, climate
change has been identified as a priority engagement issue across its institutional platform.

As part of Brown Advisory’s wider engagement programme, our Sustainable Investment Research
Analysts seek to understand how our investments are addressing climate-related risks and their
involvement in the transition to a low-carbon economy where this is deemed material to the investment.

The team believes that transparency and disclosure underpin an investor’s ability to assess governance
quality and sustainability-related risks and opportunities associated with an investment. They will track
these developments in the belief that they may affect long-term investment performance.

As a means of challenging or reinforcing an investment thesis, the team will leverage an array of
engagement tools, such as direct communication, proxy voting and issue experts, as part of its
engagement strategy. The overall aim is to ensure that these issuers are transparent about their climate
policies and practices, which Brown Advisory believes can affect long-term value.
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Brown Advisory believes that transparency on climate-related issues can provide valuable insights
when making investment decisions. Where issuers disclose meaningful climate data - including
Science-Based Targets (SBTs) - we encourage issuers to enhance transparency and report on their
climate strategies and resilience. While SBTs are one robust framework for demonstrating credible
emissions reduction, we recognise they are not the only tool. Our investment team prioritises
engagement with issuers where enhanced disclosure, whether through the SBTs or other credible
frameworks, can help us better assess climate-related risks and opportunities in support of long-term
value creation for our clients.

Engagement Outcomes

All of Brown Advisory’s engagement activities are intended to support the performance objectives of
our respective strategies. As a result, the investment team seeks outcomes aligned with improving or
reinforcing an investment thesis that is aligned with that objective. Indirect outcomes that may occur as
a result of our engagements include, for example, improved disclosure, more robust sustainability-
related policies and improved corporate practices that benefit climate, natural capital, communities or
governance practices.

Approach to Climate-Related Scenario Analysis

Brown Advisory does not currently implement quantitative climate-related scenario analysis as a
required part of its investment process. Our investment teams believe that the best approach to
integrating climate risks and opportunities is through bottom-up analysis rather than combining multiple
variables into methodologies that may produce unpredictable outcomes - ultimately resulting in
concerns around both accuracy and reliability. Through a case-by-case evaluation, our investment
teams seek to ensure that climate risk and opportunity considerations are integrated into analysis in a
manner consistent with the relevant investment objectives and specific conditions relevant to each
security considered for inclusion in one of our investment strategies.

Investment Solutions Group

Within Brown Advisory’s private client business in the UK and across the group, the Investment
Solutions Group (ISG) is a specialised team tasked with manager research and asset allocation. The
group is responsible for creating and maintaining Brown Advisory’s Approved Manager List and Model
Portfolios, both of which are essential to the private client business. ISG’s role involves a detailed
assessment of potential investment managers to ensure that they meet its standards for performance
and process. By conducting this due diligence, ISG helps ensure that clients are presented with a vetted
selection of external managers for their investment portfolios. This due diligence includes consideration
of the approach to Sustainable Investing of external managers with a view to assessing their alignment
with Brown Advisory’s philosophy and values.

The firm’'s PCEF ClOs maintain a ‘Sustainable Investing CIO portfolio’ and is underpinned by ISG’s
rigorous selection of external managers who integrate sustainability considerations as a core part of
their research. This approach is not about defining what sustainability means for their clients but rather
finding managers who can better evaluate companies and manage portfolios by considering the risks
and opportunities presented by a changing climate change and other sustainable investment factors.
ISG’s evaluation of sustainable managers extends the standard process with a matrix designed to
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assess how these managers integrate sustainability into their investment decisions. This includes
examining the depth of the managers’ sustainability analysis, their use of unique data, their ability to
report on sustainability outcomes as well as the sustainability credentials of the firm itself. As with our
institutional investment business, the ISG team values engagement and prefers managers who actively
work with companies to improve their operational practices, which may include the management of
climate-related risks and opportunities.

Managers approved to ISG’s sustainable platform are subject to the same level of fundamental analysis
as those on the broader investment platform but are also subject to an additional level of scrutiny around
their approach towards sustainability. This includes meetings with dedicated sustainability
professionals, issuer analysis of climate risks and opportunities and deepening their understanding of
the manager’s approach towards engagement and proxy voting. This investment process is rooted in
bottom-up fundamental analysis, which is extended to an analysis of sustainability and climate — where
periodically the ISG analysts walk through individual holdings with external managers to understand
how they were approaching sustainability-related risks and opportunities and would follow up on these
holdings with the managers on a quarterly basis once approved.

Climate Risks and Opportunities in our Investments

It is important to underscore that the assets we manage belong to our clients, and we act as stewards
on their behalf. Their priorities and engagement help to determine the direction of our investment
strategies, and we work closely with them to align our climate-related capabilities with their long-term
objectives. Our responsibility is to provide clients with the tools, insights, and investment solutions that
reflect both the risks and opportunities presented by a transition to a lower-carbon economy, always
with the goal of delivering superior investment performance.

To inform our investment decision-making, we have referred to a selection of capabilities and
methodologies. Brown Advisory has drawn on the Net Zero Investment Framework (NZIF) and the
Partnership for Carbon Accounting Financials (PCAF) as primary tools for setting and reporting climate-
related metrics for our core sustainable investment strategies. These frameworks have historically
helped us to measure, manage, and communicate the climate outcomes of our relevant Sustainable
Investing strategies.

In addition to our in-house research capabilities, our team has drawn on a range of external industry
resources. Our involvement with organisations and initiatives focused on responsible investment,
environmental disclosure, and stewardship has provided valuable data, benchmarking, and
collaborative opportunities — which are described more below. We also benefit from academic
partnerships, such as our work with the Wharton School of Business, which help us to deepen our
understanding of the correlations between sustainability factors and investment performance. These
external resources complement our internal expertise and support the continuous improvement of our
investment process.

Reflecting on our progress, we focus on the performance of our core portfolio of sustainable funds. We
monitor emissions intensity, engagement coverage, and Science Based Targets (SBT) alignment within
these portfolios to understand the climate profile of our holdings. Rather than framing these as fixed
targets, we view them as important indicators of where our sustainable investment universe stands
today. Through ongoing engagement with portfolio companies and robust analysis, we strive to
continually improve our understanding and management of climate-related exposures.

The assessment and integration of climate-related risks and opportunities across investments in
managed portfolios is undertaken by the relevant investment management entity, applying an approach
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aligned with Brown Advisory’s established approach to investment. Specifically, our investment
approach is to seek to consider any data, factor, business tactic or strategy, economic or market
condition—whether quantitative or qualitative—which we believe allows for better understanding of the
material challenges and opportunities facing a business or issuer. Every Brown Advisory investment
strategy holds the fiduciary duty of delivering investment performance to clients as its highest obligation.

Chart 1 | Emissions
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Scope 1&2 financed emissions (CO2e) across the aggregated portfolio [see page 34 for definition]. Data as of 31 December of
each reported year.
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Chart 2 | Alignment
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Proportion of investments across the aggregated portfolio [see page 34 for definition] either ‘not aligned’, ‘committed to
aligning’, or ‘aligned, aligning or achieving net zero’. Data as of 31 December of each reported year.

Chart 3 | Engagement
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Proportion of investments across the aggregated portfolio [see page 34 for definition] that either have a science-based target or
have been engaged on one, versus those without a target or engagement. Data as of 31 December of each reported year.
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Industry Engagement and Initiative Participation

Brown Advisory remains actively engaged in a broad range of leading climate and sustainability
initiatives. These memberships demonstrate our ongoing work on sustainable investment, climate
consideration, and industry best practices. These organisations do not prescribe top-down mandates
to those who engage with their resources and network, and we are proud to participate in them. A
selection of these initiatives are described below:

e UK Stewardship Code: A framework established by the Financial Reporting Council that sets
out principles and standards for institutional investors and service providers on effective
stewardship and responsible investment in the UK.

e Ceres: An organisation that provides investors and companies with access to a network of
climate experts and climate research that can inform investment decisions and help develop
investment frameworks.

e CDP: A platform for environmental disclosure, which Brown Advisory uses to inform its
investment strategies and advocate for greater transparency from portfolio companies and
municipal issuers.

e Principles for Responsible Investment: An organisation that encourages and supports the
use of responsible investment techniques, including the consideration of climate in investment
decisions.

¢ FAIRR Initiative: An investor network addressing risks in the global food sector.

¢ International Association of Advisors (IAA): The IAA represents the interests of investment
advisory firms and promotes ethical standards, industry best practices, and effective
regulatory policies.

¢ Investor Policy Dialogue on Deforestation (IPDD): An investor initiative that engages with
companies, governments, and stakeholders to address deforestation risks in investment
portfolios and to promote sustainable land use policies and practices.
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4. Risk Management

At BAL and at the group level, we believe that a robust approach to risk management is integral to the
provision of high-quality investment management services. This section provides details specific to
BAL’s approach to risk management; however, it predominantly describes how Brown Advisory
approaches risk management at the group level, including risk identification, assessment and the
monitoring processes adopted. In addition to the group-level approach described below, BAL also
maintains an entity-level risk control framework, subject to the oversight of the Risk and Compliance
Committee, a Board committee of BAL.

Operational Risk Governance

Brown Advisory’s Legal, Compliance and Internal Audit department is responsible for the integrity of
the control environment. The department includes members from BAL and the wider group and
oversees legal matters, regulatory compliance, internal audit and risk management. It conducts
periodic, detailed reviews of Brown Advisory’s operations, risk assessments on an annual and as-
needed basis and a comprehensive testing programme covering business lines and service providers.
The Legal, Compliance and Internal Audit department does not have any investment management-
related responsibilities and is distinct from our research and investment functions.

Investment Risk Governance

Brown Advisory employs an independent and comprehensive investment risk management programme
to proactively identify, monitor and manage risk. It employs several pillars of defence in its approach to
managing risks, including climate-related risks where relevant, in clients’ investment portfolios.

Group Responsibility

As lead decision makers, Portfolio Managers are accountable for the
Portfolio Managers performance and stock-specific risks of their portfolios as well as
alignment with goals.

Brown Advisory’s independent risk team includes a group of dedicated
Investment Risk Team | analysts who provide investment risk oversight and reporting for
Portfolio Managers and other Brown Advisory leaders.

The IRMC comprises investment team leads and other business heads
from across Brown Advisory and receives regular reporting and analysis

IRMC . . .

from the investment risk team and focuses on broader investment-

related topics.

Compliance oversight ensures adherence to investment and regulatory
Compliance/Legal guidelines. Brown Advisory has implemented automated pre- and post-
trade compliance where possible.
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Brown Advisory’s first pillar of defence is our Portfolio Managers and our investment team, who are the
primary risk owners of the securities in which the firm invests on our clients’ behalf. The next pillar is
the Investment Risk Management (IRM) team, led by the Head of Investment Risk, Sam Shah, CFA.
This team includes a group of dedicated analysts who provide ongoing investment risk oversight and
reporting to the Portfolio Managers. The IRM team conducts daily risk analysis across portfolios,
ensuring timely identification and management of emerging risks. Additionally, for single strategies, the
IRM team performs in-depth risk analysis at least quarterly to support effective risk management. The
Head of Investment Risk is a member of the Executive Team, reporting directly to the COO, and holds
reporting obligations to the Brown Advisory Board of Directors, Brown Advisory Funds (mutual funds),
and Brown Advisory Funds plc (UCITS funds).

The third pillar is Brown Advisory’s IRMC, comprising investment team leads and other business heads
from across the business. The IRMC receives regular reporting from the investment risk management
team and additionally focuses on broader investment-related topics across Brown Advisory’s
Institutional and Balanced Portfolio Management Platforms. Consistent with our culture and the
collaborative nature of our investment team, the Committee and respective investment team leads
engage in a dialogue, when necessary, to understand any potential source of unintended risk and any
necessary mitigation. The IRMC meets formally every quarter and on an ad hoc basis.

The final pillar is compliance team oversight to check Brown Advisory’s adherence against all
investment and regulatory guidelines.

Climate-related risk is integrated throughout this process. For example, Sustainable Investment
Research Analysts provide the Portfolio Managers of our internally managed strategies an analysis of
climate risks facing their investments. The Portfolio Managers in Brown Advisory’s PCEF business
(which includes BAL'’s Portfolio Managers) have access to a tool that evaluates certain carbon and
other climate-related exposures. Additionally, the IRMC receives reporting on certain Sustainable
Investing and climate-related metrics.

Identifying and Assessing Climate-Related Risks

The identification and assessment of climate risk is led by our research team, which includes 11
research analysts with a special focus on Sustainable Investing--two of whom are employees of BAL.
Understanding the implications of climate risk on an issuer’s or company’s investment thesis is a core
part of our sustainable investment analysis.

Based on how we underwrite climate impact in our research process, we believe that the companies
and issuers in which we invest, will reduce per-capita emissions over time, as they innovate to establish
more efficient and effective delivery of energy as well as create disruptive technologies, products and
services that support their own reduction of emissions and that of their customers. Brown Advisory’s
sustainable investment strategies focus on identifying both the risks and opportunities associated with
climate and broader sustainability issues. Through this lens, we seek to invest in issuers that can
generate economic value through their focus on societal outcomes and management of climate-related
challenges.

Secondly, stewardship is a critical tool used by the research team. It can help to encourage
transparency from the issuers in which we invest and help our investment team monitor sustainable
investment risks more effectively. By engaging with management teams, customers, competitors,
government representatives and experts, our Research Analysts can gain a clearer picture of how
issuers are managing climate-related risks and their progress on sustainability-related outcomes. In
certain instances, a focus of our engagements may include enhancements in corporate behaviour or
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disclosures. We approach engagement with a collaborative mindset, viewing ourselves as partners to
the companies in which we invest. Our intention is not to transform companies, but to help them better
understand the risks and opportunities we see from an investment perspective. Our objective is to
support constructive dialogue that may lead to improved long-term outcomes for both the company and
our clients.

Finally, Brown Advisory’s investment risk team is equipped with a market event playbook that serves
as a protocol for assessing various market events, which can include climate-related incidents. This
playbook allows the team to evaluate the potential impact of systemic events and guide the firm’s
actions accordingly. The investment risk team is continually assessing its processes and considering
the best way to leverage specific climate risk systems as part of the firm’s risk management programme
in future.

Monitoring of Climate-Related Risks

Brown Advisory’s research team seeks to monitor to monitor the companies and issuers within their
coverage on an ongoing basis. This includes regular review of sustainability-related disclosures—such
as greenhouse gas emissions data, metrics against Science Based Targets (SBTs), and other relevant
environmental indicators—where such information is available. Our analysts also track material news
developments and consult with industry experts. Where disclosures are limited, we seek additional
insights through direct engagement with companies. Any material updates related to risks or investment
opportunities are promptly shared with the relevant investment teams. Further details about our
monitoring approach can be found in the table below.

Climate-Related Risk Management Tools

Our Research Analysts have developed a range of tools to support our investment team in their decision
making. These are described below:

Institutional Business Private Client Business

Carbon Footprint Analysis ARIS Analytics

Carbon footprint data is available to the Portfolio Alignment, Risk, Impact and

Managers of Brown Advisory’s strategies who wish to Sustainability (ARIS) is an in-house,
understand the carbon intensity of their portfolios and cloud-based reporting and asset
holdings over time. allocation tool designed to help Portfolio

Managers in Brown Advisory’s Private
Client Business analyse and report on

Energy Expansion and Natural Capital Analysis S o
sustainability-related exposures in client

Brown Advisory’s research analysts use a structured portfolios, incorporating primary research
approach to evaluate a company’s or other issuer’s and third-party data. Portfolio Managers
preparedness for the aspects of climate transition use ARIS to model proposed portfolio
relevant to each sector. changes and generate custom analyses
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for clients, including investment

Engagement allocation, exposure to controversies and
carbon footprint comparisons with market
Brown Advisory’s Research Analysts seek to engage indexes and over time.

with issuers to encourage practices that can contribute
to climate resilience and adaptability.

As an example, Brown Advisory's research analysts compile and distribute reports to equity Portfolio
Managers of our sustainable investment strategies every quarter, which leverage the tools above to
provide sustainable investment data, engagement activities and other relevant information. Additionally,
Brown Advisory’s fixed income research team holds several different team meetings each week in which
Research Analysts participate and address sustainable investment-related topics and activities on a
regular basis. This is supported by custom dashboards with relevant climate data across asset classes.

Use of Third-Party Data Providers

Brown Advisory conducts thorough due diligence when selecting data providers, seeking Requests for
Proposals and/or demonstrations from multiple providers before taking part in trials to test the
appropriateness of the solution for our needs. The thoroughness of the due diligence process is
particularly important for Sustainable Investing, as the reliability and availability of applicable data varies
depending on the characteristic in question or the asset class. Understanding how data providers
source and/or estimate data is very important in ensuring that data is used appropriately in the
investment decision-making process.

Please note that although the investment teams have access to third-party rating systems, the analysts
do not lean on external ratings to determine whether an issuer is an appropriate fit for each investment
strategy. This data is used as a supplement to primary research.

MSCI

MSCI is a data provider that provides a variety of resources, such as climate data, controversy
monitoring, issuer-level research reports and tools for implementing exclusionary screening. Our
research teams are in regular communication with MSCI, learning more about the expanding nature of
its product offerings and addressing discrepancies as present for issuers under the team’s and MSCI’s
coverage where additional information may be gleaned by the research analyst’s primary research.
Brown Advisory also leverages MSCI for exclusionary screening activity, ensuring alignment with client
values as appropriate. The investment team does not use screens as a tool in the investment process,
although screens are leveraged on the back-end of the investment process as necessary to meet
certain client or investment policy restrictions on sector exposures or other issues.

GeoQuant

GeoQuant is a data provider that provides real-time insights on country-level political risks and
underlying Sustainable Investing factors that help us continuously monitor our sovereign bond holdings,
the broader geopolitical landscape and the associated implications across other asset classes (e.qg.
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corporates). By aggregating news sources from around the world (including local news sources) and
through its proprietary analytical models, the investment team gains deeper insights into current events
and how they may compound to increase or decrease risk in a particular country over time. This has
become a helpful component to the team’s sovereign research framework, given that much of the
country-level sustainability data available is static, often lagging and lacking the qualitative context of
the reality on the ground.

Other Third-Party Providers

Brown Advisory’s research team undertakes a periodic review of data providers to assess the quality
of those providers and the evolution of capabilities in the market. While third-party research is not a
substitute for primary research, the proliferation of sustainability-related data and tools has benefitted
the research process and continues to have the potential to impact the way sustainable investors
leverage historically unstructured data in investment analysis. The team maintains regular connectivity
with third-party providers and makes connections with emerging providers to have an early
understanding of where tools are going and provide input in the development process. An example of
such collaboration is with ICE Sustainable Finance on its sustainable finance packages for mortgage-
backed securities (MBS). When ICE was beginning the development of certain datasets within its
municipal and MBS offerings, our team provided input, helping to share a perspective on how the
datasets could be developed in a manner that would be decision-useful for investors.
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5. Metrics and Targets

In this section, we have provided the entity-level climate metrics for BAL’s assets under management.

Climate-related data and analysis allow our investment teams to underwrite relevant sustainable
investment factors into their research process and monitoring. This data is sourced from a range of
providers, including MSCI, which provides our teams with a variety of resources, such as climate data,
controversy monitoring, issuer-level research reports and tools for implementing exclusionary screens.
We are in regular communication with MSCI, learning more about the expanding nature of its product
offerings and seeking assistance with challenges we encounter.

The diagram below outlines the key metrics that are available to our investment team.

GHG Emissions at BAL

Scope 1-2
Unit Scope 1-2 Coverage
Financed Scope 1-2 carbon footprint | tCO2e/$m AUM 14.8 98.3%
Total Financed Carbon Emissions tCO2e 163,067.1 98.3%
Weighted Average Carbon Intensity (WACI)
WACI (corporate constituents) tC0O2e/$m Revenue 35.3 98.3%
WACI (sovereign constituents) tCO2e/PPP adjusted GDP | 159.8 100.0%

Scope 3
Financed Scope 3 carbon footprint tCO2e/$m AUM 242.6 98.3%
Total Financed Carbon Emissions tCO2e 2,666,292.8 | 98.3%
Weighted Average Carbon Intensity (WACI)
WACI (corporate constituents) tC0O2e/$m Revenue 1,105.6 98.3%
WACI (sovereign constituents) tCO2e/PPP adjusted GDP | 68.3 100.0%
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Formulas for Metrics

The diagram below outlines the formulas employed to provide the data above.

Weighted Average Carbon Intensity

:
Corporates (tons CO2e/$M Z .. fcurrent value of investment issuer's GHG emissions;
- X
sales) current portfolio value issuer's $M revenue;
n
. i . - . . -
Sovereigns (tons CO2e/$M Z ... {current value of investment sovereign issuer's GHG emissions;
PPP GDP) o current portfolio value sovereign issuer's $M PPP GDP;
n

Total Financed Carbon Emissions (tCO2e)

... feurrent value of investment; | , o
Corporates : ; X issuer's GHG emissions;
issuer's EVIC;
n
[. 0
Sovereians Z (current value of investment; o ' GHG L )
X sovereign lssuer s 2MmILSSIONnS;
9 sovereign issuer's PPP GDP; g !

n

Financed Carbon Footprint (tCO2e/$M invested)

i o (cu'rrent value of investment;

hii x issuer's GHG emissionsf)

Corporates issuer's EVIC;
current portfolio values ($M)
; - (current value of investment; L ' .. )
Sovereigns P (sovereign issuer’s PPP GDP, X sovereign issuer's GHG emissions;

current portfolio values ($M)

SBT alignment of assets at BAL

The tables presented above do not represent any fixed targets employed specifically by BAL. This is
due to the nature of the investments it holds, the investment objective of the products it offers to its
clients and the availability of climate-related data. Brown Advisory Group has focused on effectively
underwriting climate-related considerations in our investment research and considering these factors in
our investment decisions where they are deemed material rather than mandating top-down targets.

Today, our commitment continues to be to our clients to deliver superior investment performance,
including those that drive such performance from climate resiliency and energy efficiency. Our portfolio
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managers continue to operate as they have previously but with more tools and refined processes to
evaluate climate considerations in our corporate investments.

Remuneration Metrics

The firm’s approach to remuneration is one that aligns with our philosophy of putting clients first.
Remuneration is therefore evaluated based on the firm’s progress in achieving its business goals and
the contributions of its colleagues to these objectives. Sustainable Investing is a key business capability
present across all of our investment teams and client bases. Sustainability is also important to our
culture and business operations and as such considered as part of remuneration. However, our
approach to remuneration at BAL, and across our wider group, does not explicitly include climate -
related performance metrics.
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6. Important Information

Certain information contained in this report represents or is based upon forward-looking statements or
information. Forward-looking statements are inherently uncertain, and changing factors, such as those
affecting the markets generally, or those affecting particular industries or issuers, may cause events or
results to differ from those discussed.

References to funds or individual securities or issuers are intended to illustrate the application of Brown
Advisory’s investment process only and should not be viewed as a recommendation of any particular
fund, security or issuer. This report is provided for informational purposes only and does not constitute
an offer to sell or a solicitation of an offer to purchase any security or any interest in any investment
vehicle. Any such offer or solicitation will be made only pursuant to a prospectus.

Sustainable investment considerations are one of multiple informational inputs into the investment
process, alongside data on traditional financial factors, and so are not the sole driver of decision-
making. Sustainable investment analysis may not be performed for every holding across relevant
strategies. Sustainable investment considerations that are material will vary by investment style,
sector/industry, market trends and client objectives. Relevant strategies seek to identify companies that
it believes may be desirable based on our analysis of sustainable investment related risks and
opportunities, but investors may differ in their views. As a result, relevant strategies may invest in
companies that do not reflect the beliefs and values of any particular investor. The relevant strategies
may also invest in companies that would otherwise be excluded from other funds that focus on
sustainable investment risks. Security selection will be impacted by the combined focus on sustainable
investment research assessments and fundamental research assessments including the return
forecasts. Brown. Strategies incorporate data from third parties in its research process but does not
make investment decisions based on third-party data alone. This piece is intended solely for our clients
and prospective clients, is for informational purposes only, and is not individually tailored for or directed
to any particular client or prospective client.

MSCI ESG Research data ©2022 MSCI ESG Research LLC. Reproduced by permission; no further
redistribution. Although Brown Advisory’s information providers, including without limitation, MSCI ESG
Research LLC and its affiliates (the “ESG Parties”), obtain information from sources they consider
reliable, none of the ESG Parties warrants or guarantees the originality, accuracy and/or completeness
of any data herein. None of the ESG Parties makes any express or implied warranties of any kind, and
the ESG Parties hereby expressly disclaim all warranties of merchantability and fitness for a particular
purpose, with respect to any data herein. None of the ESG Parties shall have any liability for any errors
or omissions in connection with any data herein. Further, without limiting any of the foregoing, in no
event shall any of the ESG Parties have any liability for any direct, indirect, special, punitive,
consequential or any other damages (including lost profits) arising from use of any of the data herein
even if notified of the possibility of such damages.
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Appendix 1: Glossary and Abbreviations

Glossary

Aggregated Portfolio: A combined group of assets from selected investment strategies that are
measured and reported together for consolidated analysis of climate-related metrics.

TCFD (Taskforce on Climate-Related Financial Disclosures): Created by the Financial Stability
Board to explore and propose recommendations to facilitate effective climate-related disclosures by
companies and other organisations, with the goal of allowing investors to make more informed decisions
and providing a better platform for companies to incorporate climate-related risks and opportunities into
their own risk management and strategic planning operations.

TCFD recommendations: A list of 11 recommendations proposed by the TCFD, comprising
suggestions for climate-related disclosures that should be made by companies and other organisations.
These can be split broadly between governance, strategy, risk management and metrics and targets.
More information can be found at Recommendations | Task Force on Climate-Related Financial
Disclosures (fsb-tcfd.org).

CDP: A global non-profit providing an environmental disclosure system for organisations including
capital markets, companies, cities and governments to assess their environmental impact.

Climate scenarios: Climate scenarios are plausible representations of the Earth’s future climate based
on its current observed state and different GHG emissions scenarios.

Climate risk: Climate risk refers to the potential negative impacts of climate change on an organisation.
Physical risks arising from climate change can be event driven (acute), such as increased severity of
extreme weather events (cyclones, droughts, floods and fires). They can also relate to longer-term shifts
(chronic) in precipitation and temperature and increased variability in weather patterns (sea level rise).
Climate-related risks can also be associated with the transition to a lower-carbon global economy, the
most common of which relate to policy and legal actions, technology changes, market responses and
reputational considerations.

Transition risk: This risk captures the risk/opportunities to the portfolio as a result of the transition to
net zero carbon emissions.

Physical risk: This risk captures the risk to the portfolio as a result of significant weather events
anticipated by the climate scenario model chosen for the exercise.

GHG Scope Levels:

e Scope 1 refers to all direct GHG emissions.

e Scope 2 refers to indirect GHG emissions from the consumption of purchased electricity, heat
or steam.

e Scope 3 refers to other indirect emissions not covered in Scope 2 that occur in the value chain
of the reporting company, including both upstream and downstream emissions. Scope 3
emissions could include the extraction and production of purchased materials and fuels,
transport-related activities in vehicles not owned or controlled by the reporting entity, electricity-
related activities (transmission and distribution losses), outsourced activities and waste
disposal.

Science Based Targets initiative: Defines and promotes best practices in emissions reductions and
net zero targets in line with climate science.
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Transition plan: This refers to an aspect of an organisation’s overall business strategy that lays out a
set of targets and actions supporting its transition towards a low-carbon economy, including actions
such as reducing its GHG emissions.

Natural capital: The stock of renewable and non-renewable natural resources (e.g. plants, animals,
air, water, soils and minerals) that combine to yield a flow of benefits to people.®

Sustainable Investing Advisory Board: A group comprising internal and external individuals with
expertise in various areas related to Sustainable Investing that provides counsel and support to our
sustainable investment team in forming our strategic direction and challenges us to set high standards
and develop industry-leading capabilities.

Abbreviations

ARIS: Alignment, Risk, Impact and Sustainability
AUM: Assets Under Management

BAL: Brown Advisory Limited

BAM: Brown Advisory Management LLC
BREEAM: Building Research Establishment Environmental Assessment Methodology
CEO: Chief Executive Officer

CFO: Chief Financial Officer

CIlO: Chief Investment Officer

COO: Chief Operations Officer

CO2: carbon dioxide

CO2e: carbon dioxide equivalent

CTO: Chief Technology Officer

ESG: Environmental, Social, Governance

FCA: Financial Conduct Authority

FSB: Financial Stability Board

GHG: greenhouse gas

IRM: Investment Risk Management

IRMC: Investment Risk Management Committee

10 Source: TNFD, https:/tnfd.global/wp-content/uploads/2023/09/Glossary of key terms v1.pdf?v=1702506695

36


https://tnfd.global/wp-content/uploads/2023/09/Glossary_of_key_terms_v1.pdf?v=1702506695

Brownapvisory

== Thoughtful Investing.

ISG: Investment Solutions Group

PRI: Principles for Responsible Investment

LEED: Leadership in Energy and Environmental Design
MBS: Mortgage-Backed Security

NZAMi: Net Zero Asset Management Initiative

RECs: Renewable Energy Certificates

RFP: Request for Proposal

SBTs: science-based targets

SBTi: Science Based Targets initiative

TCFD: Task Force on Climate-Related Financial Disclosures
UCITS: Undertakings for the Collective Investment in Transferable Securities

WACI: Weighted Average Carbon Intensity

37



Brownapvisory

=== Thoughtful Investing.

Appendix 2: References

o FCA ESG sourcebook 2.1, ‘Preparation of climate-related reports’: ESG 2.1 Preparation of climate-
related reports — FCA Handbook

— FCA ESG sourcebook 2.2, “TCFD entity report’: ESG 2.2 TCFD entity report — FCA Handbook

— TCFD Recommendations and Recommended Disclosures is a reference to the TCFD report
entitled ‘Recommendations of the Task Force on Climate-Related Financial Disclosures’ (the TCFD
Final Report) published in June 2017. This reference also includes the Annex to the TCFD report
entitled ‘Implementing the Recommendation of the Task Force on Climate-Related Financial
Disclosures’, and specifically, section C (Guidance for all sectors) and part 4 section D
(Supplemental Guidance for Asset Managers). FINAL-2017-TCFD-Report.pdf (bbhub.io)

— The 2017 TCFD “Annex” provides both general and sector-specific guidance on implementing the
Task Force’s disclosure recommendations. The 2017 version has been superseded by the 2021
Annex. FINAL-TCFD-Annex-Amended-121517.pdf (bbhub.io)

— FCA ESG sourcebook 1.1, ‘Purpose and Application’ ESG 1.1 Purpose and application — FCA
Handbook

— FCA ESG sourcebook 1.2, ‘General Application’: ESG 1.2 General application — FCA Handbook

— The United Nations 17 Sustainable Development Goals: THE 17 GOALS | Sustainable
Development (un.org)

— The ‘net zero’ target refers to the UK Government’s commitment to ensure that the UK reduces its
GHG emissions by 100% from 1990 levels by 2050. If met, this would mean that the amount of
GHG emissions produced by the UK would be equal to or less than the emissions removed by the
UK from the environment. Read more here: Net Zero Strategy: Build Back Greener — GOV.UK

(www.gov.uk)
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