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THE PURPOSE OF THE TRANSFORMATION GUIDE

Increasingly, the W.K. Kellogg Foundation (WKKF) is seeing business leaders bring
action-oriented mindsets to advancing racial equity, diversity and inclusion in their

organizations.

In 2020, WKKF began working with a network of companies as part of our Expanding
Equity program to advance racial equity, diversity and inclusion in the corporate sector.
29 The program is helping companies become more racially equitable places of opportunity.
This means that companies focus on their internal transformation so that they can be
corporate leaders for advancing racial equity with their employees and through their
actions in communities.

o

Since the Expanding Equity program started, it has taken nearly 100 companies through
its core program on building a robust racial equity strategy for their organizations. Many of
those companies are from the Investment Management industry, and they have an
outsized potential to influence the direction of racial equity because of their reach
internally and externally.

In this Transformation Guide, we review the state of racial equity for the Investment
Management industry and curate a set of insights, examples, mini-case studies, and
resulting impact from Expanding Equity network members that we hope will help and
inspire other companies along their journey of racial equity. The aim of this
Transformation Guide is to break down the walls, share examples and stories
among peers and strengthen this industry’s community of practitioners.
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JOURNEY TO A RACIALLY
INCLUSIVE WORKPLACE

* The key to fostering an inclusive
workplace that promotes employee
belonging starts with you

* From there, it's enhanced by the
conversations you have and the
changes you make on your team

» It's also advanced by empowering
allies and sponsors in this work

* Finally, it's strengthened by
addressing resentment from
anyone who feels like they are
being left behind

* Like “ripples of change,” real and
sustainable cultural change
emanates from strong leaders
throughout the organization, like
you, to your teammates,
colleagues, and others in the
organization, and ultimately, your
community

Your

community
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INTENDED AUDIENCE AND OBJECTIVES OF THE IM TRANSFORMATION GUIDE

This guide will help leaders:

* Strengthen racial equity leadership skills,
abilities, and practices that can be utilized to
transform the culture of your company

Raise awareness of research-based evidence
and company-specific examples of what’s
working within each of the four pillars that
advance racial equity to inform and inspire you to
implement similar initiatives

* Learn from and get inspired by industry peers
on what they are doing to tackle DEI strategic
topics that are common across organizations

Human Resources (HR) and Diversity, Equity &
Inclusion (DEI) staff, leaders, and stakeholders
within an organization will benefit the most from
the information and resources in this guide.
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HOW TO USE THIS GUIDE

In this guide, you will find resources and summaries that break down ideas, examples,
and tactics to support you in advancing racial equity in your organization. This guide
contains:

Page Chapter

8

State of Racial Equity in IM Industry

* Talent pipeline by racial/ethnic representation, job level and gender for
Institutional Investment and Private Markets Managers (two visuals)

* Trend highlights about: 1.) Promotion rates by racial/ethnic representation,

2.) Hiring rates by racial/ethnic representation, 3.) turnover rates by
racial/ethnic representation

*  Why IM firms should do it

Overview of the four pillars to advance racial equity

* What does it mean to attract, belong, promote and influence within IM

Attract Pillar: Hiring new professionals of color into the organization

* Includes a mini-case study from Varde Partners

Belong Pillar: Ensuring that all professionals feel respected and are able to
be successful

¢ Includes a mini-case study from KKR

Promote Pillar: Ensuring that professionals of color have the equitable
advancement opportunities

* Includes a mini-case study from BlackRock

Influence Pillar: Catalyzing racial equity outside the organization

* Includes a mini-case study from Vista Equity Partners

Additional resources

In the pillar-specific sections, you will find the following

page types:

ATTRACT: OVERVIEW AND COMMON PITFALLS L]

Types of initiatives Common pitfalls

d
Attract ﬁn@% rotes

Attracting and
hiring new

of
color into the. Ensure that applicants
organization to boing evaluated fairly
increase
representation at
all levels

Increase h t
rate of candidates of color

Pillar Overview &
Common Pitfalls

ATTRACT PEER EXAMPLE FROM VARDE PARTNERS: INTENTIONAL OUTREACH TO L]
DIVERSE COMMUNITIES FOR OPEN POSITION POSTINGS.

VARDE

Implementation details

.........

Example of Actions from
Participant Organizations

ATTRACT: SELECT KEY ACTIONS L]
,
P

Pillar Key Actions and
Examples

ADDITIONAL RESOURCES (112) =
a

Additional Resources
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ACKNOWLEDGEMENTS AND DISCLAIMER

This transformation guide synthesizes and summarizes information from a wide variety of publicly available sources as well
as highlights stories from companies that have participated in the Expanding Equity program. The W.K. Kellogg
Foundation acknowledges the thought leadership of so many experts and leaders and would like to thank the
authors of these resources and the Expanding Equity program participants for their invaluable efforts to advance
racial equity in corporate America.

To facilitate the experience, this guide summarizes key concepts, ideas, examples and tactics to help the reader better
devise a racial equity strategy for their organization. We acknowledge that best practices in advancing racial equity are
ever-evolving and have attempted to compile some of the best resources for the given moment. Moreover, every attempt
has been made to properly credit the authors of the resources that were collected. We also acknowledge that there may be
some inconsistencies in the terms and language throughout the guidebook in our attempt to honor the source material.

We recognize this is only a start, and not fully exhaustive and know that there are other great resources out there. We
invite suggestions on what else and who else we should include in the resource sections to enhance the guide.

And, lastly, implementing initiatives related to racial equity, diversity and inclusion are context-specific to each organization
and can raise various legal compliance considerations. The information and examples in this guide are for informational
purposes only, and nothing in this toolkit should be construed as legal advice. Users should seek advice from legal counsel
in their relevant jurisdictions before implementing any initiatives or otherwise acting based on the information in this guide.
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ASSET MANAGEMENT: THERE IS LOW REPRESENTATION OF NATIVE, BLACK

AND LATINX EMPLOYEES THROUGHOUT THE TALENT FUNNEL

Representation by race’

Managing

Analysts Associates Vice Principals Principals Partners Executives
White / Caucasian
Black / African American Drop of 6% in representation from the
Associate (non-managerial role) to Vice
. Latinx Principal level (managerial role)
Asian 64% 68% o
(o]
Native American/Alaskan Native? 80% 84% —
Native Hawaiian or Pacific Islander?
[ ] Mixed racial background?
Although there is strong .
representation from Asian M 20
employees early in the talent 17% 18% 16% e 2% 2%
o : . — o 13% 10% [ —
pipeline, there is a steady decline 0% . . . . ® 6%
in representation across the funnel, . + 0% + : 0% + : 1% 0% ' 1;)/ ’ .I)
as with all the people of color 3% 2% 2% ° 0%
Funnel, % people of color? 36% 32% 26% 20% 16% 11%

1. Sample includes 31 Institutional Investment managers, as identified by the 2021 Women in the Workplace survey; talent funnel only includes corporate roles, where employees have a clear path for advancement to the Executives (field
workers and support staff not included)
2. “Native American” includes Alaska Natives; “Pacific Islander” includes Native Hawaiians; “Multi-racial” includes survey respondents who select “Two or More Races”

n 3. In this study, people of color include Black, Latinx, Asian, American Indian or Alaskan Native, Native Hawaiian, Pacific Islander, and mixed-race people. Expanding

Source: McKinsey & Company and LeanlIn.org Women in the Workplace 2021 study talent pipeline data for U.S./Canada (see appendix for methodology) Equity




ASSET MANAGEMENT: THE REPRESENTATION OF PEOPLE OF COLOR

DECREASES FROM 36% TO 11% ACROSS THE TALENT PIPELINE

Representation by race and gender!

Analysts Associates Vice Principals Principals Managing Executives
Partners

White men

B White women
36% 40%

= Men of color 49%

Women of color 59%

64% 69%

28%
Representation of men of color 25%
drops from 18% at the Analyst —

level to 8% at the Executive level 20%

19% 20%

Representation of women of color 16% "

drops from 17% at the Analyst — ° 12% .

velloblaolooryiyelior e e
Funnel, % people of color? 36% 32% 26% 20% 16% 11%

1. Sample includes 31 Institutional Investment managers, as identified by the 2021 Women in the Workplace survey; talent funnel only includes corporate roles, where employees have a clear path for advancement to the Executives (field

workers and support staff not included)
n 2. In this study, people of color include Black, Latinx, Asian, American Indian or Alaskan Native, Native Hawaiian, Pacific Islander, and mixed-race people. WK ‘ rExpanding
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Source: McKinsey & Company and LeanIn.org Women in the Workplace 2021 study talent pipeline data for U.S./Canada (see appendix for methodology)



PRIVATE EQUITY: THERE IS EVEN LOWER REPRESENTATION OF

BLACK AND
LATINX EMPLOYEES THROUGHOUT THE TALENT FUNNEL

Representation by race’

Managing

Analysts Associates Vice Principals Principals Partners Executives
White / Caucasian
Drop of 7% in representation from the
Black / African American Associate (non-managerial role) to Vice
_ Principal level (managerial role) highlights
B Latinx the potential lack of trust in people of color
Asian 62% 0
64% 71% 6%
Native American/Alaskan Native? 83% 89%
Native Hawaiian or Pacific Islander?
[ ] Mixed racial background? :
it 4%
3%
0, 0,
Although there is strong M
representation from Asian o 249 _m_z_%_
employees early in the talent 4% % 20% 18% 15 1%
pipeline, there is a steady decline . . . 20, : | ° 10%
across the funnel, as with all the DE ' 0% ' 0% — o— T ! 0% 1
people of color 2% 2% 2% 0% 1% 0%
Funnel, % people of color? 38% 36% 29% 24% 17% 11%

1. Sample includes 18 Private Markets managers, as identified by the 2021 Women in the Workplace survey; talent funnel only includes corporate roles, where employees have a clear path for advancement to the Board (field workers and

support staff not included)

2. “Native American” includes Alaska Natives; “Pacific Islander” includes Native Hawaiians; “Multi-racial” includes survey respondents who select “Two or More Races”
3. In this study, people of color include Black, Latinx, Asian, American Indian or Alaskan Native, Native Hawaiian, Pacific Islander, and mixed-race people.

Source: McKinsey & Company and LeanIn.org Women in the Workplace 2021 study talent pipeline data for U.S./Canada (see appendix for methodology)
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PRIVATE EQUITY: THE REPRESENTATION OF PEOPLE OF COLOR

DECREASES FROM 38% TO 11% ACROSS THE TALENT PIPELINE

Representation by race and gender!

Analysts Associates Vice Principals Principals Managing Executives
Partners

White men

B White women 29%
36%
Men of color 46%
o
I Women of color o4%
68%
76%

Representation of men of color

drops from 17% at the Analyst —
level to 9% at the Executive level
15%
18%
12%

Representation of women of color 14%
drops from 21% at the Analyst ] 13% )
+

Funnel, % people of color? 38% 36% 29% 24% 17% 11%

1. Sample includes 18 Private Markets managers, as identified by the 2021 Women in the Workplace survey; talent funnel only includes corporate roles, where employees have a clear path for advancement to the Board (field workers and
support staff not included)
2. In this study, people of color include Black, Latinx, Asian, American Indian or Alaskan Native, Native Hawaiian, Pacific Islander, and mixed-race people. WK, ‘ Exp?ndlng
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Source: McKinsey & Company and LeanIn.org Women in the Workplace 2021 study talent pipeline data for U.S./Canada (see appendix for methodology)



HIRING, PROMOTION AND TURNOVER TREND HIGHLIGHTS

Asset Management

Private Equity

Implications

Hiring y

In aggregate, entry-level
representation for Black and
Latinx populations is 15%, much
lower compared to both the U.S.
graduate population (20%) and the
general U.S. population (35%)

In aggregate, entry-level
representation for Black and
Latinx populations is lower at
12%, compared to both the U.S.
graduate population (20%) and the
general U.S. population (35%)

Belonging ¢

Across all industries (not just in the investment management industry), Black,
Latinx and Asian professionals are more likely to feel that they are an
“only,” (53%, 35%, 30% respectively) compared to White professionals (2%)

Promotion * Latinx and Asian professionals * Latinx and Asian professionals
experience fewer promotions to experience fewer promotions to
the managing partner level (1% the managing partner level (10%
and 3% respectively) compared to and 7% respectively) compared to
White professionals (4%) White professionals (12%)
Turnover * Black employee turnover is higher ¢ Latinx and Asian employees have
at the managing partner level significantly higher turnover (17%
(16%) than their White peers (9%) and 18% respectively) at the
principal level than their White
peers (9%)

Efforts should be continued in recruiting from
diverse sources of talent, including search firms,
recruiters, schools, and other organizations that can
reach candidates of color

Lateral recruitment can also be a critical tool to
improve diversity representation across the funnel

The experience of being an ‘only’ impacts the
experience people of color have in the workplace and
making the ‘only’ experience rare is a critical part
of advancing racial equity

Promotion is a critical unlock to advancement;
advancing racial equity requires attention to the
development and sponsorship of professionals of
color

Notably, Black professionals in this data set
experience higher promotions in both AM and PE
(9% and 21% respectively) compared to white
professionals

Ensuring that diverse professionals feel supported
by and included in the firm’s culture may help
decrease turnover

LK. Expanding

Source: McKinsey & Company and LeanIn.org Women in the Workplace 2021 study talent pipeline data for U.S./Canada (see appendix for methodology)
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PURSUING RACIAL EQUITY,
DIVERSITY AND INCLUSION IS NOT
ONLY BENEFICIAL FOR INVESTMENT
MANAGEMENT FIRMS...

A 2020 study by the Kauffman Fellows demonstrates Racially diverse founding teams outperform their peers,
financial outperformance across 20,000 diverse start- returning 30% more capital to investors when they reach
ups since 2000 exit by acquisition or IPO

8 35
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Source: Deconstructing the Pipeline Myth and the Case for More Diverse Fund Managers, Kauffman Fellows, February ngfuw[(ffﬂow E:ﬁﬁ;‘.’ing

2020. Valor Ventures, February 2020.



...BUT ALSO GIVES THE INVESTMENT MANAGEMENT INDUSTRY THE ABILITY TO

MAKE A STRONG IMPACT ON THEIR SURROUNDING MARKETS & BUSINESSES

Globally, about 10,000 PE firms have more than $3.9 trillion in assets under management (AUM)." In
North America alone, about 4,700 firms own more than 18,800 companies. With that kind of influence, if
PE firms were to continue to reduce racial inequities across the companies they control, they could change

the face of business...

O _ O O
O
= =7
... in representation ... in financial success
Improving access to capital, Black-owned businesses would
mentorship, networks, and generate an additional $1.6 trillion in
professional opportunities could help revenue if the Black share of
more Black enterprises borrow the business ownership matched the
capital needed to launch and grow Black share of the population and if
their businesses—and achieving Black-owned firms matched the
parity? in access would create average scale of their industry peers

615,000 new Black-led workplaces

1. AUM is defined as dry powder (uncalled investor capital) plus the unrealized value of the investments (e.g., companies, real estate, etc.) within a fund’s portfolio
2. Parity is defined as the quality or state of being equal or equivalent

... in closing the wealth gap

Racial gaps exist across the US labor
market, especially in occupational
representation, ultimately manifesting
as a $220 billion annual wage
disparity across all industries

LK. Expanding

Source: PitchBook Data, October 2020; McKinsey & Co., Economic State of Black America 2021; McKinsey & Company Women in the W orkplace 2021 Survey
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THERE ARE FOUR PILLAR AREAS WHERE THE INVESTMENT MANAGEMENT
INDUSTRY CAN ADVANCE RACIAL EQUITY

o
[

000

Attract Pgs 18-23  Belong Pgs 25-30 Promote Pgs32-37 |nfluence Pgs39-44

Attracting and hiring Ensuring that all Ensuring that Using an

new professionals of professionals, professionals of color  organization’s

color into the regardless of feel supported and products, services or

organization to racial/ethnic group have the same processes to catalyze

Increase identity, feel respected advancement racial equity in the

representation at and are able to opportunities as industries and

all levels be successful White professionals communities in which
It operates
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ATTRACT: OVERVIEW AND COMMON PITFALLS ﬁ?% 500 8@2

Attract Belong Promote Influence

Attract 5@%

Attracting and
hiring new
professionals of
color into the
organization to
increase
representation at
all levels

Types of initiatives

Common pitfalls

Increase the number of
candidates of color applying
to roles in your organization

Continuing to recruit from the same familiar recruitment pools (i.e., lvy
league schools and alumni networks, bulge bracket investment banks)

— Hiring talent from different recruitment pools does not lower the bar

Requiring a specific background or set of credentials (e.g.,
undergraduate degree in finance, CFA charterholder)

Requiring new hires to relocate to a specific geographic location that is
unattractive to people of color

Ensure that applicants are
being evaluated fairly

Eliminating candidates of color because they “don’t fit into our culture”

Having the loudest voices in the interview debrief room dictate who
gets the offer

Not requiring interview panels to have a diverse set of interviewers
Asking subjective questions that lead to bias

Increase the acceptance
rate of candidates of color

Thinking that candidates of color are declining the job because of
competitors, not because of what they hear about the firm’s
environment and practices

LK. Expanding
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ATTRACT: SELECT KEY ACTIONS

Goals take many

O N . .
_Q_ actions to achieve; we
// Goal L have provided one
example action each

? Example Action

Attract Belong Promote Influence

) Rationale for Action

Increase the number

Do intentional outreach to diverse
communities with open position
postings

When hiring occurs largely based on interpersonal
relationships (whether personal, or from previous
professional contexts) rather than widely available
postings, applicants across racial and ethnic groups may
not hear about the opportunity and thus do not have the
chance to even apply

Revamp and standardize the hiring
process to de-bias existing hiring
practices

Informal hiring processes are more susceptible to bias
and often less equitable

Candidates of color often receive less information
about hiring processes from their informal networks and
thus may be at a disadvantage in the evaluation process

of diverse talent applying —_—
to roles in your org

Ensure that applicants

are being evaluated fairly

Increase the acceptance

rate of candidates of color

Highlight and affirm the strengths
and contributions of professionals
of color and communicate the
organization’s commitment

to racial equity

Senior management are often an organization’s primary
storytellers based on their tenure and experience; given
that they are often mostly White, it is critical to
intentionally demonstrate that people of color are a part
of an organization’s success — candidates of color are
more likely to accept the job offer if they feel like the
organization values contributions of professionals of color

LK. Expanding
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ATTRACT: KEY ACTION #1

Do
intentional
outreach to
diverse
communities
with open
position
postings

Description and implementation ideas

Create guardrails against the practice of hiring on a “gray
market,” where senior or mid-level professionals advance offers
to people whom they know from previous contexts by:

* Developing relationships with search firms, recruiters,
schools, and other organizations that can reach
candidates of color who may not have pre-existing
relationships

* Developing and implementing protocols requiring that all
applications received are given equitable consideration

* Conducting periodic network analyses of teams (e.g.,
investment team) to determine whether entire
departments/units are from similar paths

* Broadening the pathways into the organization by offering
internships or other opportunities for students and candidates
of color

0@ s v

Attract Belong Promote Influence

Common organizations that
investment management firms
partner with to reach candidates
of color include:

Ever

SEO Soig Sponsors for Educational
Oeeortunity Qpportunity

Black Women in Asset
e Management

VR
BWAM ‘ BLACK WOMEN

Management L eadership
M LT for Tomorrow

TOIGC\. Robert Toigo Foundation

PSR THURGOOD  Thur Marshall
MARSHALL urgood Marsha
11T cchieerxe College Fund

gl[#\;veh%t Girls Who Invest

HBE“‘ Historically Black Colleges
and Universities (HBCUs)

LK. Expanding
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https://www.seo-usa.org/
https://www.seo-usa.org/
https://mlt.org/
https://mlt.org/
https://www.tmcf.org/
https://www.tmcf.org/
https://www.girlswhoinvest.org/
https://bwam.network/
https://bwam.network/
http://www.thehundred-seven.org/hbculist.html
http://www.thehundred-seven.org/hbculist.html
https://toigofoundation.org/

ATTRACT: KEY ACTION #2

Attract Belong Promote Influence

Revamp and
standardize
the hiring
process to
debias
existing hiring
practices

Description and implementation ideas

Make the hiring and candidate assessment process transparent,
standardized, and free of bias by:

Creating standardized criteria for interviews and hiring decisions —
ensure candidates are assessed according to the criteria, and evaluators
provide justification for their assessment across each measure

Considering using an evidence-based selection process that
evaluates candidates holistically, using data and a compensatory rating
system

De-biasing resume screening, (e.g., remove names, use Natural
Language Processing/Al)

Requiring representation from people of color on hiring committees,
(e.g., at least two people of color on interview panels)

Making the hiring process transparent to candidates, (e.g., eliminating
informal processes such as networking events with invitations by word of
mouth)

Requiring a large well-qualified pool of candidates that is reflective
of the community or recruitment area (e.g., mirror population
diversity) before making a selection

Establishing a system to track the diversity of candidate slates and
hires, and address any systemic biases

Examples from peers include:

Carlyle Group

Requires that at least two diverse candidates be
interviewed for each open role, and in the U.S.,
at least one of the candidates must be Black,
Latinx, Pacific Islander or Native American

TowerBrook

Ensures consistent approach to recruitment
across offices by including the use of
scorecards with objective criteria, completion of
a feedback form by interviewers and
presentation of summary data on candidates
without names or gender- and racially-
identifying data

PIMCO

Leverages tech solutions like Textio, the world's
most advanced workplace language guidance,
to ensure balanced and inclusive language
in job descriptions

LK. Expanding

Source: DE&I at Carlyle, TowerBrook Diversity and Inclusion 2019 Report, PIMCO Inclusion and Diversity 2021 Annual Report
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https://www.carlyle.com/diversity
https://www.towerbrook.com/TowerBrook_Diversity_Inclusion-2019.pdf
https://www.pimco.com/handlers/displaydocument.ashx?fn=2021%20ID%20Annual%20Report.pdf&id=HJ5qpKe0z3R27SmRuw8JBlPSEJE6SWY1uRKCUFmPYN8OLPItR6pRe2QV5xh42zc1XeEfsw97PACmz64w0h4xeJwvi%2BsIaeQt64%2BrYkHjcjJjunltFDp2ymw7BFIpubY7mlKj036TLXvQOmxQeZtrbTVUnog6L%2FSaiYUJSRjWPKtKJ0P%2BUG%2FOmcx2rRWhb%2B1E%2BakehsEF9uiXIzSJz1FtufDoG%2BfB53jgc4YcIgPaIouFJMo3UxL%2F5j82rBqpYrDZgfV0l5QF4vCSE5vs9MF%2BbL7Hs4iIcctCHg8E%2F1gWu%2B69nfkXt31iwOq2rbbRo%2FfzUCcflR%2FDQO2fws7eSS%2FyJfqwrJhNbgjcXNZENsz8WWs%3D
http://www.textio.com/

Highlight and
affirm the
strengths and
contributions of
professionals of
color and
communicate
the
organization’s
commitment to
racial equity

ATTRACT: KEY ACTION #3

Description and implementation ideas

Include professionals of color in narratives about the
organization’s history (where applicable), development, and

future and ensure that it reflects the organization’s commitment

to racial equity through the following channels:

Speaking engagements when there is a large forum (e.g.,
town halls)

Coaching sessions when a new cohort of professionals is
hired

Office or organization-wide newsletters or intranet
content

Ensuring representation of professionals of color in public
recognition programs

Create opportunities to share narratives of all
professionals, including those who are realizing the
importance of diversifying and elevating the voices of
professionals of color

Request feedback from professionals of color to ensure
narratives are not perceived as tokenism

Attract Belong Promote Influence

Examples from peers include:

Wellington Management

Promotes internal and external voices
through several channels including
leadership blogs, a newsletter called
Diverse Voices, and guest speakers on
topics of diversity, equity and
inclusion.

The goal is to promote a learning
culture that embraces self-reflection,
social and societal awareness, deeper
understanding of differences, and
actions for inclusion. There are venues
and mediums for each voice to be heard.

All these efforts are hosted and
sponsored by the regional DE&
committees, global DE&I team, business
networks, platform leaders, heads of
offices and Human Resources

LK. Expanding

Source: Wellington Management 2021 Global Diversity, Equity and Inclusion Report
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https://www.wellington.com/en/about-us/diversity-equity-and-inclusion

ATTRACT PEER EXAMPLE FROM VARDE PARTNERS: INTENTIONAL

OUTREACH TO DIVERSE COMMUNITIES FOR OPEN POSITION POSTINGS

00

Action taken [ﬁ@%
VARDE Varde Partners broadened entry level pathways into alternative investment management by creating a two-  Attract
year rotational program and engaging talent early through diverse recruitment programs

Implementation details

* Designed and launched entry level rotational program to bring more diverse talent into the industry after participating in WKKF’s Expanding Equity program

* Mission to build and nurture high potential future leaders with broad, cross-functional experience to provide program graduates with the foundation for a successful career in
investment management

— Each analyst rotates through four functions: Business Development & Investor Relations, Finance, Investment and Operations

— Each six-month rotation provides time to learn and deliver meaningful work while being given feedback and formal reviews at the end of each rotation

— Each analyst is paired with a formal mentor to provide support for career development

— Analysts are given the opportunity to train other analysts as they rotate into and out of business units
* Engaged multiple recruiting channels to ensure a diverse pool of applicants

- Leveraged technology platforms, such as Handshake, a college job board, to expand their reach and LinkedIn for sourcing

— Partnered with college career centers to work with clubs and other student-led organizations; also leveraged relationship with Management Leaders for Tomorrow (MLT)
* Offered exposure to careers in finance to underserved high school-aged students to “reach further back in the pipeline” and generate interest before college

— Leveraged philanthropic partnerships to organize work experience programs, volunteer opportunities for Varde professionals to teach financial literacy curriculum and
mentor high school students through Rock the Street Wall Street, Oliver Scholars and other nonprofit organizations

Results

* As of fall 2022, Varde Partners has seven analysts across two classes and completed recruiting for its third class to begin in 2023
* 71% of their current analyst classes are racially diverse and 57% are female

* Recruiting resulted in 900+ applicants in the first year demonstrating the appeal of the program

KELLOGG EXP%"‘.““Q
Source: Interviews, May 2022, June 2022 FOUNDATION quity
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Attract Belong Promote Influence

Belong ?*!

Ensuring that all
professionals,
regardless of
racial/ethnic group
identify, feel
respected and are
able to be
successful

Types of initiatives

Common pitfalls

Design your organization
and systems to promote
inclusion

Thinking that implementing an unconscious bias training program is a
“cure-all” vs. part of a broader solution set — the effectiveness wears off
over time unless people are coached on how to specifically modify
behaviors

Not enough analytical rigor behind current understanding and/or goals
for inclusion (i.e., designing without collecting data from pulse survey or
focus groups first)

Ensure both senior leaders
and middle managers
systematically support
inclusion efforts

Believing that “all employees know about our DE&I efforts” when
having regular communications from senior leaders is crucial
Not prioritizing racial equity experiential learning opportunities,
especially for leaders

Not having a management/leadership team that is diverse

Empower peers to promote
inclusion and belonging

Thinking that “controversial topics don’t belong at work™ and that candid
conversations are too difficult to facilitate

Not taking the concerns of candidates of color seriously

Lack of thinking about how the organization can support new
employees of color

LK. Expanding
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BELONG: SELECT KEY ACTIONS

Attract Belong Promote Influence

Goals take many

Q -\@- actions to achieve;
L we have provided
Y/, Goal an example action

Qo

o@ Example Action

) Rationale for Action

Design your organization

Update employee engagement

—

Gaining feedback from employees on experience regarding

and systems to promote > survey to measure inclusion — inclusion and belonging allows organizations to make larger
inclusion and belonging systems changes in inclusion and belonging
Ensure leaders Offer experiential programs Acknowledging that racial equity is a journey means
systematically support e that help people leaders shift acknowledging that everyone, including people leaders, have
inclusion efforts mindsets and exhibit new room to grow, learn and develop in the area of inclusion
behaviors that advance racial —) Implementing experiential educational programs for both
equity (e.g., racial healing senior leaders and middle managers show that your
circles, etc.) organization prioritizes such opportunities for people leaders
and helps leaders better support inclusion efforts
Empower peers to Create robust professional [ ERGs can connect professionals of color to a network; we’ve
—_—) « . , . . .
promote inclusion and Employee Resource Groups seen this increase the professionals’ feeling of inclusion
belonging (ERGSs) __J ERGs can also provide opportunities for professionals of

-

color to provide feedback about organizational culture,
policies and practices and thus suggest ideas to promote
further inclusion and belonging

MK

Expanding
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Attract Belong Promote Influence

Description and implementation ideas Examples from peers include:
Provide opportunities for employees to learn about the BlackRock
experience of being a person of color, including: Hosted “Inclusion Dialogue” sessions,

virtual small group conversations led
by external facilitators to help build
the skills necessary to cultivate
inclusive environments, including

* Onboarding session that defines the organization’s
approach to racial equity, and how to operate in accordance
with these values

Support * Encouraging managers and senior leaders to attend racial discussing the impact of non-inclusive

| , equity experiential trainings and workshops with vendors behaviors and microaggressions and
= (?yees approved by the organization (e.g., Groundwater Institute) practicing skill-building on resolving
learning non-inclusive situations

b h * Recognizing professionals who exhibit desired behaviors
about the such as identifying a policy that might not be inclusive

experiences . . T — Vista Equity Partners
* Implementing relationship-building activities, such as
of people of Conocimiento’ Worked with a strategic partner to build a

color continuous learning journey and data-
based approach to conscious inclusion
that starts with three interactive work-
shops based around open discussion
— DE&I evaluations are then embedded
into employees’ performance reviews
to round out the learnings

KELLOGG EXP%"‘.““Q
Source: BlackRock's 2021 Global Diversity, Equity and Inclusion Report, Vista 2021 Impact Report FOUNDATION quity



https://www.blackrock.com/corporate/literature/fact-sheet/dei-annual-report.pdf
https://info.vistaequitypartners.com/rs/vistaequitypartnersiiillc/images/vista-equity-partners-esg-and-dei-report-2021.pdf?utm_source=website&utm_medium=microsite&utm_campaign=2021_YIR&utm_term=Q1Y22&utm_content=vista_brand
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Attract Belong Promote Influence

Description and implementation ideas Examples from peers include:
Help people leaders continue to learn about racism, racial healing, unconscious Carlyle Group
Offer biases, and racial equity through educational programming by:

Launched a virtual version of Better

. . * Evaluating your organization’s current educational programming for senior . o ye g
experle_ntlal leaders and middle managers and identify the gaps your programming DeCIS!OnS, an initiative that focuse§
educational should address on building awareness of unconscious
programs — If your organization currently has trainings on how to create a culture of bias and providing concrete tools
inclusion, understand how well-attended they are and what could be done to (e.g., ‘nudges’, check-lists) and
hat hel
that help improve attendance practices to mitigate negative
people — Embed the learnings into day-to-day work and processes using tools (e.g., effects of bias

. nudges) and practices . .
leaders shift dges) and p o . . Made inclusion a core management
* Considering partnerships with external experts on racial equity to create

mindsets and educational programs to advance racial equity and Ifeadersh|p compet.ency —all
nominees for promotion to

exhibit new * Deciding who will be invited to these trainings and programs - i _
behaviors - Decid_e Whether any prggrams_will be mandated or required, and how your yGaOnZSgéggs?r:;?lﬁ(l‘)l;:?:fllf(jagiln a full-
organization can roll this out without too much resistance
that advance — Clarify which of these trainings and programs will be offered to the people .evalua.tion of their_Ski"s in
racial equity leaders of your portfolio companies and public company investments inclusive leadership and
(e_g.’ racial e Ensuring mindset and behaviors change post training management
: — Treat the trainings as a baseline or starting point to build your organization’s
hea“ng racial equity capabilities and publicly commit to further action
circles, etC_) — Ensure that leadership role model behaviors and share their experiences

— Reinforce and measure inclusion as a leadership competency in performance
expectations and reviews

o | Expanding
Source: DE&I at Carlyle FOUNDATION ¥y
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BELONG:

KEY ACTION #3

Attract Belong Promote Influence

Description and implementation ideas

Creating Employee Resource Groups (employer recognized and
supported groups) for Black, Latinx, Asian and Native people’ within
the organization by:

Create robust

Communicating value of ERGs from the C-suite level — not just
approving but encouraging participation

Key success factors for ERGs

1.

Clearly articulated business case
that outlines how members and the
organization will benefit and aligns
with business needs

. Long-term strategy and annual

business plan that underscores that
the ERG is a business activity

. Well-managed communications that

help members and the organization at
large understand why the ERG’s work

. Well-defined mission that meets

member and organization needs

. Periodic evaluation (e.g., conducting

professiona| * Providing ERGs with the same resources and credibility as other 2
E lovee ‘core’ organization activities and groups
mploy * Role modeling though C-Suite participation in key events, and
Resource including ERG initiatives in organization communications
Grou ps * Incenting middle managers/direct managers to encourage direct 3
reports to participate in ERGs
(ERGS) for * Encouraging white allies to support racial/ethnic ERGs and/or
racial and create their own group to advance their own work is important
ethnic Successful ERGs include: 4
. .gs * Opportunities to build relationships with senior leadership of all
identities racial/ethnic group identities
* Programming that is tailored to specific roles within the organization S .
and focused on skill-building and development membership survey)
* Opportunities for professionals to connect around shared 6. Senior executive support
experiences and build strong support networks at work
* Consistent meetings (i.e., once a quarter)
* Pathways for professionals of color to offer perspectives and ideas
for creating a more inclusive work environment
1. ERGs can expand to other identities that are not based on race

LK. Expanding
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BELONG PEER EXAMPLE FROM KKR: SUPPORT EMPLOYEES’ LEARNING

ABOUT THE EXPERIENCES OF PEOPLE OF COLOR

Action taken

KKR launched Inclusion Network and expanded Inclusion & Diversity Council (IDC) to include regional councils in each

K K R of the main offices to foster greater inclusion, celebrate diversity and bring employees together across regions and offices — the
Network hosts annual events for Black History, Women’s History, Pride, and Hispanic Heritage months, in addition to providing
programming focused on other diversity dimensions

Implementation details (high-level)

¢ Created an Inclusion & Diversity Council (IDC) in 2014, spearheaded by senior co-chairs who work with a regional Advisory Groups of 20+ diverse KKR executives at various levels across the
Firm to drive recruiting, promote retention, and maximize external partnerships

¢ Launched Inclusion Network in 2017, and re-vamped in 2021 to include specific community-based groups composed of seven Employee Resource Groups (i.e., Unity at KKR - Black Employee
Network, Pride at KKR, KKR Women, La Casa - Hispanic Employee Network, Working Parent Forum, Veterans’ Network, AAPI), all with sponsors and co-heads, and includes both members and
allies, with a focus on creating space for representation and allyship across all identities

* Drove initiatives in partnership with the ERGs, including:

— KKR Conversations: A series of discussions, sometimes anchored to cultural celebrations, that bring business leaders (e.g., Indra Nooyi) together to talk about intersectionality and how
their core identity has shaped them and informed the work that they've done

— Events in 2022 centered on the theme of “Meet the Moment” to remind employees that we all have the capacity to meet the moment as a Firm, and as individuals, to drive ongoing change
that reinforces a global culture of inclusion

» Designed an accountability framework to inspire behavior change, where Inclusion is a clear component and is measured in annual employee engagement survey and performance reviews of
MDs and Partners, through an assessment of eight inclusive behaviors that allows for teams to recognize and surface what behaviors are working and where the senior leader can further
develop

Results

» Engagement survey question on belonging: KKR tracks year over year progress against baseline measure of industry
» Penetration rates for ERGs: what percent of the KKR population these groups are intended to serve are participating actively and returning participants at events and to what extent the allies are
participating
— Ambition is 80% penetration rate goal and close to half have reached this goal
— The remaining groups are less mature but are close to achieving the goal
¢ As a next step, KKR is continuing to find ways to deepen relationships at the team level with mid managers through smaller and more meaningful conversations to increase engagement and
improve overall experience

WK, i
KELLOGG Expanding

30 .
. Source: Interview, June 2022 FOUNDATION Equity
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PROMOTE: OVERVIEW AND COMMON PITFALLS R

Attract Belong Influence

Promote i*z

Ensuring that
professionals of
color feel
supported and
have the same
advancement
opportunities as
White
professionals

|

Types of initiatives

Common pitfalls

Ensure employees of color
are in roles that position
them for promotions

* Offering the best staffing opportunities (e.g., high profile projects,
gateway roles that help workers develop new skills or broaden existing
skills, etc.) solely based on existing networks

Support employees as they
grow in the organization

Creating programs that lead only to advice-giving (i.e., mentorship) and
not also opportunity-creating (i.e., sponsorship)

Make sure all employees are
being evaluated fairly

e Lack of transparency around what excellent looks like for employees at
each tenure level and not clearly communicating to employees during
performance reviews whether they are meeting the bar for excellence
and if not, how to improve

LK. Expanding
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PROMOTE: SELECT KEY ACTIONS i

Attract Belong Influence

Goals take many

Q _\@_ actions to achieve; Q /@D
L we have provided N
4 Goal an example action| Example Action Rationale for Action

When the best opportunities are only available based on

Ensure er_nployees of a Ensure equitable access to networks, professionals of color are often left out
color are in roles that s o ” : :

osition them for e vast development opportunities -  Distributing good opportunities equitably provides a chance
P ) for all professionals to develop at pace and position
promotions themselves for promotions

Distinct from mentors, sponsors connect early- and mid-
tenure professionals to critical opportunities that will help

Support employees as e Create a best practice them grow, which they may not have had access to
they grow in the E— sponsorship program for - otherwise
organization professionals of color Without sponsorship, such opportunities are often assigned

in an opaque way based on personal connections; those
without a network are left out

Clear performance expectations and feedback that help
people grow and develop are necessary to ensure people of

Make sure all employees e Institute clear promotion color have the information and guidance they need to
: : > PP 7 succeed and are evaluated fairly
are being evaluated fairly criteria
Ensure that employees of color are not disproportionately
_represented in disciplinary performance improvement plans
Wi Expandin:
i | EabRy™




PROMOTE: KEY ACTION #1

Description and implementation ideas

Monitor assignment of high -profile work to early- and mid-tenure
professionals, ensure all professionals are getting desirable
opportunities and access to build skills, and design additional
programming for “high potential”, from identification to development, to
ensure representation from people of color

Ensure
equitable

1 |access to .
vast
development
opportunities °

J .

Monitor top opportunities for early- and mid-tenure
professionals (e.g., high profile projects, good development
experiences, spots on teams with exposure to excellent leadership)

Track and report people of color representation for each senior
leader’s teams; provide resources for how leaders can grow their
support

Ensure that professionals of color have equitable access to
development and skills building resources

Monitor equity in ‘high potential” designation, and ensure
criteria are objective and transparent

Ensure fair division of labor (i.e., quantity of work assigned to
each professional)

Ensure professionals of color have access to development skills
programs

B
Influénce

e~

i

Examples from peers include:

TowerBrook

Implemented a formal review of its
associate staffing allocations to
ensure that work is distributed in a
fair and equitable manner that
includes enhanced tracking of
associate staffing metrics and a
formal lookback review over time

PIMCO

Developed transparent business
rubrics and performance ratings to
provide consistent performance
reviews and calibration for all
employees, mitigating bias for more
equitable access to promotions

LK. Expanding

Source: TowerBrook 2019 Diversity and Inclusion Report; PIMCO Inclusion and Diversity 2021 Annual Report
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https://www.towerbrook.com/TowerBrook_Diversity_Inclusion-2019.pdf
https://www.pimco.com/handlers/displaydocument.ashx?fn=2021%20ID%20Annual%20Report.pdf&id=HJ5qpKe0z3R27SmRuw8JBlPSEJE6SWY1uRKCUFmPYN8OLPItR6pRe2QV5xh42zc1XeEfsw97PACmz64w0h4xeJwvi%2bsIaeQt64%2brYkHjcjJjunltFDp2ymw7BFIpubY7mlKj036TLXvQOmxQeZtrbTVUnog6L%2fSaiYUJSRjWPKtKJ0P%2bUG%2fOmcx2rRWhb%2b1E%2bakehsEF9uiXIzSJz1FtufDoG%2bfB53jgc4YcIgPaIouFJMo3UxL%2f5j82rBqpYrDZgfV0l5QF4vCSE5vs9MF%2bbL7Hs4iIcctCHg8E%2f1gWu%2b69nfkXt31iwOq2rbbRo%2ffzUCcflR%2fDQO2fws7eSS%2fyJfqwrJhNbgjcXNZENsz8WWs%3d

PROMOTE: KEY ACTION #2

Create a best
practice

2 sponsorship
program for

professionals
of color

|

Description and implementation ideas

Ensure that every professional of color has at least a sponsor
who is 1-3 levels above in tenure by:

* Developing a formal sponsorship program, with
training for sponsors and sponsorees

— Sponsors should focus on connecting sponsorees with
opportunities (e.g., high profile projects, important
presentations, meetings); they should also help
sponsorees navigate the organization, de-code and
process feedback, and make plans to fill development
gaps

— Sponsorees communicate with sponsors about the
types of opportunities they are interested in

¢ “Matching” sponsors and sponsorees based on interest
and location

* Tracking sponsorship levels, and incorporating
sponsorship into the goals and responsibilities of
senior leaders to encourage active engagement with their
sponsorees’ development

@ s &

Attract Belong Influence

Key supporting activities include:

Formalize sponsorship programs from
the very beginning

The sponsor creates and locates
opportunities for the sponsoree

Establish regular, open communication
so that sponsor and sponsoree are
aligned on which opportunities to look for

Feedback is still key; sponsor should
ensure that the sponsoree gets actionable
feedback by checking in with the contacts
the sponsoree has provided

Sponsors should have a sense of
where their sponsorees excel

Ensure that sponsorees know that they
have an advocate who believes in them
and is seeking opportunities for them

Track the program’s progress by
measuring where sponsorees start,
where they go, and how they are
developing

LK. Expanding
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PROMOTE: KEY ACTION #3

Description and implementation ideas

Create a learning and development model that clearly describes what
success looks like at every tenure level, and explains requirements to
be considered for promotion by:

* Determining the dimensions along which to evaluate

professionals (e.g., problem solving, team leadership) and ensuring
that inclusive leadership is among the evaluation dimensions

* Describing in detail what excellent looks like for a professional at
. each tenure level
Institute clear o . L
3 . — Develop objective and unbiased criteria for excellence,
promotion incorporating perspectives from diverse leadership when possible

criteria — Actively consider what biases may impact definitions of
excellence (e.g., cultural norms or behavior that favors White
professionals)

* Using this model to evaluate candidates’ performance in
feedback conversations and reviews

— Ensure that employees of color receive feedback consistent with
White employees to help them grow and develop

¢ Using this rubric to evaluate candidates for promotion

I — Ensure that the organization uses a diverse group to evaluate
candidates

W -

Attract Belong Influence

Examples from peers include:

PIMCO

Streamlined performance
evaluations for all employees to be
assessed against five performance
criteria and developed transparent
business rubrics and performance
ratings to mitigate bias and drive
consistency and calibration for all
employees

Brookfield

Finalized the performance criteria for
virtually all roles; the criteria clearly
defines what good performance
entails, which enables objective and
consistent assessment across
Brookfield and clarifies the key
indicators required for promotion
to the next level

LK. Expanding

Source: PIMCO Inclusion and Diversity 2021 Annual Report, Brookfield’s 2021 ESG Report
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https://www.pimco.com/handlers/displaydocument.ashx?fn=2021%20ID%20Annual%20Report.pdf&id=HJ5qpKe0z3R27SmRuw8JBlPSEJE6SWY1uRKCUFmPYN8OLPItR6pRe2QV5xh42zc1XeEfsw97PACmz64w0h4xeJwvi%2BsIaeQt64%2BrYkHjcjJjunltFDp2ymw7BFIpubY7mlKj036TLXvQOmxQeZtrbTVUnog6L%2FSaiYUJSRjWPKtKJ0P%2BUG%2FOmcx2rRWhb%2B1E%2BakehsEF9uiXIzSJz1FtufDoG%2BfB53jgc4YcIgPaIouFJMo3UxL%2F5j82rBqpYrDZgfV0l5QF4vCSE5vs9MF%2BbL7Hs4iIcctCHg8E%2F1gWu%2B69nfkXt31iwOq2rbbRo%2FfzUCcflR%2FDQO2fws7eSS%2FyJfqwrJhNbgjcXNZENsz8WWs%3D
https://www.brookfield.com/responsibility/2021-esg-report

Support employees as they grow in the organization

PROMOTE PEER EXAMPLE FROM BLACKROCK: CREATE A BEST PRACTICE

SPONSORSHIP PROGRAM

Action taken 2
000
BlackRock implemented a sponsorship program specifically for Black and Latinx Managing Directors Promote
BlackRock. and Directors in 2021 with members of their Global Executive Committee (GEC) to further deepen their

leadership pipeline and accelerate advancement
Implementation details

* Recognizing a need for heightened understanding about how race plays out in the workplace, senior leadership and leaders from the Black Professionals & Allies
employee network collaborated to design an approach to advance racial equity and inclusion within the firm at all levels — one of the resulting initiatives was this
sponsorship program

* Subsequently, a sponsorship program focused specifically on Black and Latinx Managing Directors and Directors was designed which involved:
— Onboarding all 20+ Global Executive Committee members as sponsors so that sponsorees could get access to firm leadership

— Having discussions with each key group (i.e., sponsors, sponsorees, and managers of sponsorees) to ensure they understood the objectives of the program,
the difference between mentorship and sponsorship and the barriers that Black and Latinx leaders face in the workplace

— Hosting a session with Dr. Laura Morgan Roberts from UVA's Darden School of Business, who has done extensive research on race in the workplace, to
create a safe space for sponsors to ask questions about the systemic barriers that underrepresented leaders face

— Setting the initial expectation that the program lasts for one year and suggest that sponsors and sponsorees meet every 4 to 6 weeks
— Conducting check-in calls throughout the program with sponsorees and deploying a survey halfway through the program to gather feedback

Results

* After one year, all the sponsors and sponsorees decided they still wanted to organically continue the relationship

* Sponsorees gave positive qualitative feedback such as “I've received introductions to other senior leaders that | would not have met otherwise”
* |n the firmwide quarterly pulse-surveys, more employees have reported that they have a senior sponsor/champion in the organization

* While a direct correlation can’t be drawn, several of the sponsorees have taken on broader roles since completing the program

KELLOGG EXP%"‘.““Q
Source: Interview, June 2022; BlackRock’s 2021 Global Diversity, Equity and Inclusion Report FOUNDATION quity
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INFLUENCE: OVERVIEW AND COMMON PITFALLS N T @

Attract Belong Promote Influence

£
Influence

Using an
organization’s
products, services
or processes to
catalyze racial
equity in the
industries and
communities in
which it operates

.

Types of initiatives

Common pitfalls

Align internal business
practices with racial equity
vision

* Making external public commitments to racial equity but not doing the
internal transformation work required to live the commitments

Embed diversity into
investor relationships

* Lack of data on the racial, ethnic and gender make-up of your
organization to share with investors — EEO-1 forms can be
requested to understand racial and ethnic breakdowns of organizations
that contain well-established categories for employees to voluntarily
disclose during their onboarding process

Influence portfolio
companies and
investments to advance
racial equity

* Lack of accountability through a governance model to monitor key
DE&I indicators in portfolio companies

* Forgetting to integrate DE&I into the strategic target setting
process with value creation teams

LK. Expanding
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INFLUENCE: SELECT KEY ACTIONS i

Attract Belong Promote Influence

Goals take many

Qo -\q'j- actions to achieve, Q
L we have provided N
Y Goal an example action| Example Action Rationale for Action

Align internal business a Launch partner capital fund to Signal to LPs, portfolio companies and investments, as well

practices with racial —_— invest in diverse investment as employees and recruiting talent that your firm leaders are

equity vision opportunities willing to commit personal capital to invest in racial equity

Embed diversity into e Disclose representation data Investors are pushing more for data on the representation of

investor relationships for professionals of color to professionals of color in the organizations that they work
investors with'

Influence portfolio e Improve executive and board [ Diverse boards set an example for the industry and for

companies and - diversity for your portfolio inclusion within their organizations

investments to advance companies and investments 7 Diverse boards are linked to higher growth, higher returns,

and increased risk mitigation since they incorporate different

racial equit ) : i
quity viewpoints and perspectives'

1. The Bridgespan Group, Beyond Political Correctness: Building a Diverse Board .
KELLOGG Expanding
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INFLUENCE: KEY ACTION #1

Launch
partner capital
1 fund to invest
in diverse
investment
opportunities

.

Description and implementation ideas

Increase access to capital and facilitate connections for
entrepreneurs and investors of color by:

* ldentifying partners interested in allocating capital, and
agree on financial, time, and operational contributions

¢ Determining the kinds of investment opportunities to which
your fund will commit capital, and determine and prioritize the
metrics your fund will track to evaluate feasibility of
investments

* Deciding whether your fund will operate as an independently-
managed investment firm, and what, if any, business or
operational capabilities you will leverage from the greater
organization

¢ Selecting investments; commit to long-term financial and
racial equity growth in the portfolio companies and
investments through multi-year support

R 59 e B

Attract Belong Promote Influence

Examples from peers include:

J.P. Morgan Asset Management

Launched Project Spark, which provides
capital to diverse emerging alternative
managers, including minority- and
women-owned venture capital and other
private market funds — Project Spark’s
mission is to use J.P. Morgan’s capital,
brand and expansive network to close
the funding gap for underrepresented
managers and strengthen the diverse
ecosystem in the alternatives industry

TPG Capital

Created TPG NEXT to provide flexible
growth capital and operating
resources to seed, support and scale the
next generation of diverse investors and
entrepreneurs

LK. Expanding

Source: Launch of TPG NEXT, Learn about J.P. Morgan Asset Management's Project Spark
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https://www.businesswire.com/news/home/20210318005579/en/TPG-Announces-Launch-of-TPG-NEXT-to-Seed-and-Support-the-Next-Generation-of-Diverse-Investors-and-Entrepreneurs
https://am.jpmorgan.com/be/en/asset-management/institutional/media/project-spark/

INFLUENCE: KEY ACTION #2 R ¥ S 1

Attract Belong Promote Influence

Description and implementation ideas Key supporting activities include
Disclose the racial, ethnic, and gender makeup of your Schroders
organization (specifically in deal/investment teams as well as in Published a data-led Workforce
all other teams) to your LPs/investors Diversity Report that presents their
* Adopt well-established racial and ethnic categories employee make-up by region, function
— In the US, the Equal Employment Opportunity Voluntary (e.g., Investment, Distribution, Global
Self Identification Form (EEO-1) has well-established Technology) and highlights the different
Disclose categories for employees to voluntarily disclose during their ~ challenges faced by their local offices
represent- onboarding process
2 ation data for — Leveraging this information eliminates concerns about HG Capital
. privacy and increases efficiency in the data collection foli .
professionals process; Shareholders and investors are also increasingly S Gl S Uil U2 (LTl
S : consisting of nine of their portfolio
of color to asking for EEO-1 Forms as the format to understand racial ios | :
i d ethnic breakdowns of organizations S IS I TEEbIE e T
investors and e 9 typically from the DE&I, ESG or HR
— ILPA publishes standards on DE&I to support ESG departments — the forum creates space for
assessments, roadmaps, and metric templates that these companies to discuss, exchange
advance DE&I in private markets' and advance the topics for DE&I within
* Show data on different levels of the organization their business and support the
* Investors want to know how you’re developing strategies development of a DE&I best practice
to embrace DE&I opportunities, so many organizations toolkit that can be rolled out across the
I are exploring commitment beyond disclosure entire HG portfolio
1. ILPA, Diversity, Equity & Inclusion gggﬁﬁm_ E:Bﬁ';f_“ng

Source: Schroders Workforce Diversity Report 2021, HG Capital’'s 2022 ESG Report



https://publications.schroders.com/view/298741723/17/,
https://hgcapital.com/wp-content/uploads/2022/04/Hg-ESG-Report-2022.pdf
https://ilpa.org/dei/

INFLUENCE: KEY ACTION #3

Improve
executive and
3 board
diversity for
your portfolio
companies
and
investments

.

Description and implementation ideas

Set targets for diverse talent across Boards of all portfolio companies and
set clear and public expectations on diversity for public company boards

e Start with your own diversity — set an example by increasing board
diversity in your board of directors, as well as in your investment and
deal teams

* Source board seats from within your investment organizations,
ensure you are appointing Board members that reflect diversity

*  When filling portfolio company board seats with independent board
directors, leverage your organization’s resources to help connect
search/nominating committees with diverse talent, as these seats
are often filled through networks or social circles skewing White

— Consider partnering with MBA or executive leadership programs
that are preparing professionals of color to sit on board seats (e.g.,
MIT and CBS have executive programs that prepare professionals to
serve on organization boards)

— Look to non-traditional sources of talent, including the local
chamber of commerce, members of nonprofit boards, community
leaders, prominent clients, professional/trade/fraternal associations,
and organizations representing racial or ethnic groups. Leverage third
party search firms if funds permit

* |n order to avoid tokenism or isolation, ensure that all PortCo Board
members receive training on diversity and inclusion

R 59 e B

Attract Belong Promote Influence

Examples from peers include

TPG Capital

Partnered with Spencer Stuart and other
outside partnerships to build a database
of over 1,100 female and professionals
of color who have been referred to the
firm, and are now candidates to be
added to the boards of current or
future investments

Apollo Management

Launched HBCUNet, a new career
platform powered by CareerBuilder that
aims to connect students and alumni
from HBCUs with job opportunities at
Apollo and across its private equity
funds’ reporting companies

LK. Expanding

Source: Apollo’s ESG Report, Forbes “Inside TPG’s Massive Effort To Get Women Onto Corporate Boards”
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https://www.apollo.com/%7E/media/Files/A/Apollo-V3/documents/apollo-esg-report-volume-12.pdf
https://www.forbes.com/sites/antoinegara/2019/12/20/inside-tpg-capitals-massive-effort-to-get-women-onto-corporate-boards/?sh=5b46ce7d397f

INFLUENCE PEER EXAMPLE FROM VISTA EQUITY PARTNERS: IMPROVE EXECUTIVE

AND BOARD DIVERSITY FOR YOUR PORTFOLIO COMPANIES AND INVESTMENTS

Action taken E@g

Vista Equity Partners launched an External Board Program, which leverages Vista Equity Partners’ network and resources to Influence
source qualified board candidates for its portfolio companies, with a specific focus on candidates from underrepresented backgrounds

Implementation details

e Launched an external board program in 2017 to ensure there is a pool of individuals from underrepresented backgrounds who can be considered when their portfolio companies are
searching for board candidates

* Program consists of the following key elements:
— Engages new CEOs about expanding their board roughly 6 to 12 months after acquisition

- Works with recruiters but also leverages other resources (e.g., Boule for Boards, Him for Her, Executive Leadership Council), partners (e.g., Diligent Modern Leadership Initiative,
Board Diversity Action Alliance, the Board Challenge), and board governance programs at consulting firms to source candidates from underrepresented backgrounds

— Sets upfront expectations with recruiters regarding inclusion of candidates from unrepresented backgrounds

— Encourages company leaders to clarify the skillset they are looking for — this helps the company build a funnel based on skills instead of relying on referrals or word of mouth which
typically result in similar candidates to existing demographics

- Facilitates an onboarding plan for new board members during the first 30 days to teach them about the firm and value creation within the company they are joining
— Establishes key performance indicators for how board members can contribute to their role
— Encourages DEA&I training and mandates consistent compensation across a portfolio company board

— Recently, Vista Equity Partners also launched a partnership with the National Association of Corporate Directors to provide individuals from underrepresented backgrounds with
access to detailed curriculum for board and committee preparation; this program aims to increase diversity among directors serving on the compensation and nomination
committees of private and public company boards

Results

*  81% of Vista Equity Partners’ majority-controlled companies have at least one woman serving on their board as of 12/31/2022

*  92% of Vista Equity Partners’ majority-controlled companies have at least one person of color serving on their board as of 12/31/2022
* Since inception, the program has placed approximately 130 board members across its portfolio companies

e Currently, there are ~70 board members in seat, 33 were appointed last year

WK, i
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Source: Interview, Sept 2022 FOUNDATION Equity"

. *  52% of the ~70 current board members are women and 30% are individuals from underrepresented backgrounds
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ADDITIONAL RESOURCES (1/2)

Resource type Resource name Description Source Date Link
Podcast Leading diversity efforts in Carlos Rangel, Investment Director at the W.K. Kellogg WKKF 2020 Link
the asset management Foundation talks about their efforts to diversity the asset
industry management industry in the Humanergy Leadership podcast
series
Impact of diversity, equity, Reggie Sanders, CFA, CAIA, Managing Director of Investments WKKF 2022 Link
and inclusion and its at W.K. Kellogg Foundation, discusses diversity, equity, and
foundational role in finding inclusion, investing, pensions, endowments, and career growth.
success
Article How private equity can Article discusses how private equity (PE) has the ability and McKinsey 2021 Link
catalyze diversity, equity, imperative to improve diversity, equity, and inclusion (DE&I) in
and inclusion in the the workplace; and in doing so, provide additional levers for
workplace financial outperformance
Effective employee Article discusses how employee resource groups can help McKinsey 2022 Link
resource groups are key to people feel more included in the workplace by aligning their work
inclusion at work. Here’s with corporate and employee expectations
how to get them right
Racial equity in financial Report highlights the changes in three key areas companies can McKinsey 2020 Link
services make to improve the lack of representation of people of color in
the financial services talent pipeline
Wi Expandi
St | Eatity,



https://www.buzzsprout.com/1035997/4854698-ep15-carlos-rangel-leading-diversity-efforts-in-the-asset-management-industry?play=true
https://www.mckinsey.com/industries/private-equity-and-principal-investors/our-insights/how-private-equity-can-catalyze-diversity-equity-and-inclusion-in-the-workplace
https://hbr.org/2016/07/why-diversity-programs-fail
https://podcasts.apple.com/us/podcast/reggie-sanders-cfa-caia-managing-director-of/id1565256444?i=1000558711437
https://www.mckinsey.com/capabilities/people-and-organizational-performance/our-insights/effective-employee-resource-groups-are-key-to-inclusion-at-work-heres-how-to-get-them-right
https://www.cfainstitute.org/-/media/documents/article/industry-research/accelerating-change.pdf
https://www.mckinsey.com/industries/financial-services/our-insights/racial-equity-in-financial-services

ADDITIONAL RESOURCES (2/2)

Resource type Resource name Description Source Date Link
Guidebook I&B Guidebook Guide that will support leaders and companies on the journey to WKKF 2021 ink
create a culture that embodies a feeling of inclusion and a sense
of belonging for all employees
Report Accelerating Change: Report summarizes the actions taken by 41 investment CFA 2021 Link
Diversity, Equity, and organizations, that were members of the CFA Institute Institute
Inclusion in Investment Experimental Partners Program, to advance diversity, equity, and
Management inclusion in their organizations from mid-2019 to the end of 2020
Excel Template ILPA Diversity Metrics Template that can be used to capture diversity data within ILPA 2021 Link
Template General Partner organizations as well as among Boards and
senior leadership at portfolio companies
.. Expanding
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https://www.cfainstitute.org/-/media/documents/article/industry-research/accelerating-change.pdf
https://wkkf.issuelab.org/resource/expanding-equity-inclusion-belonging-guidebook.html
https://www.cfainstitute.org/-/media/documents/article/industry-research/accelerating-change.pdf
https://www.cfainstitute.org/en/research/industry-research/accelerating-change
https://ilpa.org/due-diligence-questionnaire/
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METHODOLOGY AND KEY DEFINITIONS

Survey methodology e Sample includes 31 Institutional Investment managers (for asset management industry) and 18 Private Markets managers (for private equity
industry), as identified by the 2021 Women in the Workplace survey; talent funnel only includes corporate roles, where employees have a clear
@ path for advancement to the Executives (field workers and support staff not included)

* North America (U.S. & Canada) data is used for benchmarking

Employee levels A standard set of 7 levels in the data template was used to categorize all employees across participating companies
definition ¢ Board (L0): Official Directors of the Board, responsible for the organization and management
* Executives (L1): CEO and direct reports to CEO, with primary responsibility for leadership of the management firm.

* Managing Directors and Managing Partners (L2): Senior leaders of the management firm with significant investment or functional oversight.
May include investment professionals responsible for final deal decisions, as well as their operations and administrative equivalents.

* Principals (L3) Professionals within the organization who serve in a decision-making capacity but are not part of firm leadership. May include
investment professionals with a meaningful role in sourcing, recommending and leading investments, and their operations and administrative
equivalents.

* Vice Principals (L4) Seasoned Associates and contributors, responsible for multiple teams and / or discrete operating units. May include
investment professionals responsible for evaluating, executing, and managing deals, and Vice Principals in operations and administrative roles.

* Associates (L5): Junior Associates and contributors, responsible for small teams. May include investment associates and their operations and
administrative equivalents.

* Analysts (L6): Employees, responsible for carrying out discrete tasks and participating on teams. Includes investment analysts and other entry-
level equivalents

Other notes The actions detailed in this guide are based on: 1.) a set of initiatives that were presented as part of W.K. Kellogg Foundation’s Expanding Equity
program and 2.) initiatives that many of the investment management firms that participated in the Expanding Equity program were interested in and

mobilized around
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