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August 16,2022

Ms.Vanessa A. Countryman

Secretary

U.S. Securitiesand Exchange Commission
100F Street,NE
Washington,D.C.20549-1090

Submitted onlinevia https://www.sec.gov/rules/submitcomments.htm.

RE: Enhanced Disclosuresby CertainInvestment Advisers and Investment
Companies About Environmental, Social, and Governance Investment
Practices (File NumberS7-17-22)

DearMs. Countryman:

BlackRock, Inc. (togetherwith its subsidiaries, “BlackRock”) respectfully submits
the following response to the Securities and Exchange Commission’s (“SEC”)
proposed rule “Enhanced Disclosures by Certain Investment Advisers and
Investment Companies About Environmental,Social,and Governance Investment
Practices” (“the proposal”).! We commend the SEC for taking this step to promote
investors’ access to consistent,comparable,and reliable information about
investmentfunds’and investmentadvisers’incorporation of environmental, social,
and governance (“ESG”) criteria into theirinvestment processes.

EXECUTIVE SUMMARY

We write this letteras a fiduciary to our clients and as an investorin every major
asset class around the world. The moneywe manage belongstothem —itis not our
own — and many of our clients make their own assetallocation and portfolio
construction decisions. We investon behalf of clients with a variety of long-term
financial objectives,and we offerthem a range of investmentoptions,including a
suite of sustainable investing solutions.?Toimprove transparency and offermore
information to our clients’ decision-making process,we have supported and

“Enhanced Disclosures by Certain Investment Advisers and Investment Companies About
Environment, Social, and Governance Investment Practices”, Securities Act No. 11068; Securities
Exchange Act No. 94985; Investment Company Act No.34594; and Advisers Act No. 6034, 87 Fed.
Reg. 117 (June 17,2022), 36654 (“Proposing Release”).

Our comment letter focuses on a few areas covered by the Proposing Release. In addition, we
generally support the more detailed issues raised by the Investment Company Institute and
SIFMA Asset Management Group.

For simplicity, we have written most of our response with a focus on registered funds. However, as
the SEC has extended many parts of its proposal to separately managed accounts and private
funds through proposed amendments to Form ADV, our suggestions throughout this letter are
also intended to apply to the applicable parts of those amendments.
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contributed to efforts that enhance practices around sustainable investing
terminology and disclosure.?

At BlackRock, we believe that climate risk presents real investmentrisks and
opportunities.We believe thatincorporating ESGinformation helps our portfolio
managers and clients make more informed investmentdecisions,whichinturn
should improve investment outcomes for our clients. Our portfolio managers utilize
ESGinformationin theinvestmentprocess alongside traditional risk metrics (e.g.
creditrisk, interestrate risk, and profitability).

Investment stewardship and proxy voting are core components of fiduciary duty to
our clients. BlackRock has invested significantresources to build one of the largest
Investment Stewardship teamsinthe assetmanagementindustry. Thisteam
partnerswith our active portfoliomanagersto engage with companiesona range
of issuesthat are material to the long-term performance of the companies our
clients are invested in.We engage with companies and voting proxies occurs across
all funds and accounts invested in equities.

We are providing a short list of recommendations belowto the SEC’s proposal,
because we recognize how important ESG integration, stewardship,and fund
disclosureis to the overallinvestment process.

e Clarifying the definition and associated requirements of the “ESG-Focused
Funds” category will aid investor understanding. Broad definitions of ESG
fund categories may create investor confusion,which is why we strongly
supportthe SEC’s proposal to specifically define ESG-Focused Funds and set
guidance on how fundswithinthatcategory should provide disclosure on ESG
factors. However,in our view the level of detail the proposed rule requires may
lead to the disclosure of proprietaryinformation surrounding the fund’s ESG
investment process over and above what funds are required to disclose for other
principal investment strategies.We believethatthe definition of ESG-Focused
Fundsshould be revised aswe suggestbelow,and the contentand location of
the proposed disclosure requirements should be appropriately tailored to
helping investors make informed investmentdecisions.

e Aligning the definition of “ESG Impact Funds” to industry best practices will
provide investors with consistency. We supportthe SEC’s proposal to carve
out a subset of ESG-Focused Funds formore specificdisclosure. We note that
thereis emerging global practitioner consensus®on the general definition of

3 For example, we contributed to the terminology put forward by the Investment Company Institute
(ICD) in their whitepaper “Funds’ Use of ESG Integration and Sustainable Investing Strategies: An
Introduction”, released in July 2020, as well as that put forward by the Institute of International
Finance (lIIF) intheir whitepaper “The Case for Simplifying Sustainable Investment Terminology”,
released in November 2019. We also responded to the Consultation report on Recommendations
on Sustainability-Related Practices, Policies, Procedures and Disclosure in Asset Management
(August 13, 2021).

4 Bestpractices setforth by organizations such as the GIIN, IFC Operating Principles for Impact
Management and Impact Management Project have helped drive this growing consensus.
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impactinvesting as aligned with the Global Impact Investing Network’s (“GIIN”)
definition, “making investments with the intention to generate positive,
measurable socialand environmental impactalongside a financial return.” The
SEC’s use of a definition thatis broaderthanthis emerging consensus could
lead to investorconfusion, and even greenwashing.Inourview, the SEC’s
proposed quantitative disclosure requirements for ESG Impact Funds are only
appropriate forfundsthat meetthe narrower definition.

Creating an “ESG Integration Fund” category could create investor
confusion and therisk of “greenwashing”: As the SEC recognizesinthe
Proposing Release, “ESG factors may be considered in the investment selection
process butare generally not dispositive compared to otherfactors.” Therefore,
fundsthatmerelyintegrate ESG factors alongside othereven more critical
investmentconsiderationsthatare core to a fund’s stated investmentobjective,
should not be considered ESGinvestments.® Given that, we respectfully request
that the Commission eliminate the “ESG Integration Fund”’ category.The
proposed requirementswould increase the potential forgreenwashingand lead
to investor confusion.In addition, the overly complexand prescriptive
requirementsdonotappearto be calibrated to the well-established definition of
materiality.®

Recognize that engagement and proxy voting are standard parts of asset
management. Engagementand proxyvoting are a standard part of asset
management, forboth active and index products,and are not definitive
characteristics of an ESG-Focused Fund, or even definitive characteristics of
ESGintegration.Engagementisa mechanism for investorsto seekclarity and
provide feedbacktocompanies on governance®topics;particularly for index
funds,itis not doneto exert power over a company’s managementteam’s
decision-making orengineerspecificoutcomes. Itis crucial to note that
stewardship engagementand proxyvoting are at theircore aboutencouraging
transparency and enabling investmentmanagerstohold companyleadership
to account where board directors or executive managementseem notto have
acted in long-termshareholders’interests. Asthe bedrock of engagementis
governance,whichis the “G” of “ESG”, all engagementhasan ESG component
andindeed nearly 90% of our engagementsin 2021 covered agovernance

See Proposing Release supra n. 1 at 36657 (emphasis added).

For purposes of this letter, ESG funds seek to follow a sustainable, impact or ESG investment
strategy as disclosed inits fund prospectus.

Of note, the Proposing Release uses “ESG Integration Fund” and “Integration Fund”
interchangeably. We've used “ESG Integration Fund” throughout our letter.

See TSC Industries, Inc. v. Northway, Inc., 426 U. S. 438 (1976) (holding that a fact is material “if
there is a substantial likelihood that a reasonable shareholder would consider it important” in
making an investment decision or if it “would have been viewed by the reasonable investor as
having significantly altered the ‘total mix’ of information made available” to the shareholder).

While there are numerous ways to explain governance, in essence, it is a system of rules, policies,
and practices that determine how a company’s board of directors advises and oversees
management in the operation of a company.
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topic.t® When “E and “S” topics are raised inengagement meetings,the intentis
to seek greatertransparency for our investors on thoseissues to make informed
investmentdecisions notto dictate a specificoutcome to company
management.Additionally,the detailed nature of the disclosure required on
bothengagementand proxyvoting is unnecessary, potentially misleading and,
particularlyin relation to voting, duplicative of already existing disclosure in
Form N-PX and the fund’sannual shareholderreport.

¢ Indexprovidersand other third-parties should be responsible for disclosing
their methodologies. We respectfully disagree with requiringfund documents
to include extensive details of anindex provider's methodologies aswe do not
believe fund documents are the appropriate venue forsuch disclosures. Instead,
if the SEC believesthat more detail on index providersis helpful, itwould be
more reasonable forfund documentsto provide information aboutwhere
shareholders can find the latestversion of methodologies onthe index
provider'swebsites. Active funds use a myriad of third-party providers for ESG
ratings, frameworks, and otherinformation to supplementtheirowninternal
analysis. Requiring the naming of each of these third parties and the disclosure
of their potentially proprietary methodologiesis also concerning for the same
reason.

¢ Final rules oncorporate GHG disclosures should be implemented before
requiring fund level disclosures. Climateriskisfinancial risk and as a fiduciary
to our clients, we have taken a number of stepsto address climate-related
financialrisk, including by providing greatertransparency. However, climate
metrics continue facing methodological and data challenges. Corporate level
disclosure requirements should precede requirements forfund level disclosures
to provide market participants with climate-related information, including
greenhouse gas (“GHG”) metrics. We also respectfully disagree withthe SEC’s
proposal for fundsto resort to “best efforts” when disclosure of GHG emissions
is not available. Locating and estimating information thatis not required tobe
publicly availableisanundue burden and likely to lead to disclosure across
fundsthatis notcomparable or consistent across funds,negating the purpose
of the SEC’s proposed amendments. Moreover,in the absence of mandatory
GHG emissions reporting across the publicand private markets, the proposed
rule would force fundsto step into what we believe isan inappropriate role of
policing their portfolioinvestments through negotiating forand monitoring
dataneeded fortheirown disclosures. Further,as we noted in our response to
The Enhancementand Standardization of Climate-Related Disclosures for
Investors, we respectfully requestthatthe SEC consider its approach with
respectto Scope 3 emissions whichis distinctfrom Scope 1 and 2, giventhe
higherdegree of estimation and methodological complexity inthe former.

10 See our 2021 Annual Report and 2022 Voting Spotlight.
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ESGINTEGRATION

Integrationis becoming anincreasingly common practice by which investment
managers consider ESG factors alongside more traditional factors withinan
investment process. At BlackRock, we specificallydo not considerfunds that
integrate ESGfactors into theirinvestment process as ESG products. Non-ESG
funds have differentinvestmentguidelinesand goals —theydo not have an ESG
investmentobjective orprincipal strategy,and therefore the ESG factors, while
informative, are not necessarily material to the investment process.* Moreover, the
current fund disclosure framework for funds does not mandate prescriptive
disclosures forinvestment processes and we do not believe ESGintegration should
be singled out, particularlywhen it is not the determinative factor,as recognized by
the SEC. Formallylabelling funds as “ESG Integration Funds”and requiring
prominentdisclosure could mislead investors and raise greenwashing concerns.

Placement of ESG Integration Disclosure

We appreciate the SEC’s viewthat a more directrequirement could be helpfulin
providing investors with a betterunderstanding of ESGintegration. O ne way of
accomplishing thiswould be through the introduction of a new requirementunder
ltem 16 of the Statement of Additional Information in Form N-1A?, which we
propose could read as follows:

NEW ITEM 16 (h). ESG Integration Classification. Afund mustdescribe how it
incorporates ESG factorsintoits investmentselection processifitconsiders
one or more ESGfactors alongside other,non-ESG factorsin its investment
decisions, butthose ESGfactors are generally no more significantthan other
factors inthe investment selectionprocess, such that ESG factors may not be
determinative in decidingtoinclude orexclude any particularinvestmentin
the portfolio.

This would more cleanly fit with our understanding of integration than the
proposed requirements in several ways:

o First,evenifthe SEC believes ESGintegrationis a strategyratherthana
process, itis not a principal investment strategy, perthe definition of theterm in
theinstructions.? In integration, ESG factors are assessed equally toother risk
and return characteristics as part of the investment process and are generally
not determinative ininvestmentdecision-making.

I Note that many of our active funds have included integration disclosure within their Statements
of Additional Information (“SAls”) since mid-2020.

2. We note the proposing release has parallel requirements between Form N-1A and Form N-2 for
closed-end funds. For simplicity, we refer to Form N-1Athroughout this letter

13 See 17CFR&274.11A- Form N-1A. “In determining what is a principal investment strategy,
consider, among other things, the amount of the Fund’s assets expected to be committed to the
strategy, the amount of the Fund’s assets expected to be placed at risk by the strategy, and the
likelihood of the Fund’s losing some or all of those assets from implementing the strategy”. Note
this same instruction is also in Form N-2 for closed end funds.
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e Second,giventhat ESG Integrationis not a principal investmentstrategyofa
fund,itis not appropriate disclosure for sections that focus on thefund’s
principalinvestmentstrategies and risks (Iltems 4 and 9). Accordingly, the
proposed requirementtodiscussthisone aspectof a fund’sinvestment process
seems inconsistentwith the current form requirement, particularly as other
aspects of the investment process may be more important,and therefore may
be misleading.

e Third,we believethatdisclosing ESGIntegration in the prospectuswould
overemphasize the importance of integration,with the unintended
consequence of greenwashing.'* Notably,the SEC acknowledges thisrisk as
part of its rationale for requiring less extensive disclosuresin the summary
prospectus.®In our view, instead of requiring integration disclosure inthe
prospectus,fundsshould be required to place such disclosure in the SAI.®

Content of ESG Integration Disclosure

Should funds disclose howthey integrate ESG factors, they should continue to
include (or not) detailson ESG integration based on materiality withina fund’s
investment process and the existing disclosure regime, ratherthan berequired to
address specificESG integrationitems mandated by the SEC. In particular, funds
should not be required todisclose specific factors that are considered as part of
ESGintegration,including GHGemissions and associated methodologies,unless a
fund deems it material to its strategy. Additionally,we do not thinkfunds should be
required to provide examples of ESG integration,'” as this is inconsistent with
disclosure requirements forother similarconsiderations.

ESG-FOCUSED FUNDS

We agreethereis a need to formalize a distinction for ESG-Focused Fundstohelp
investors make informed investmentdecisionstobest meettheirunique
investmentgoals.To furtherclarify the parameters of this category, we would
recommend the SEC revise the definition of ESG-Focused Funds,asitis unclear
what is meantby ESG factors being a “significantor main”*® consideration. Our
suggestion would be todefine as follows: “ESG-Focused Fund”is a fund that
includes ESGorsustainability as a principal strategy in selectinginvestments.

¥ Note that per SFDR, funds marketed in the EU are required to locate integration statements in
their prospectus, but in our view that does not make the prospectus the right location for these
statements across all US funds.

15 See Proposing Release supra n. 1 at 36660.

6 We recognize circumstances may exist where based on the unique nature of a product, a fund
may not be classified as an ESG-Focused Fund, but the sponsor may nevertheless believe it is
appropriate toinclude such language in the statutory prospectus.

17 See Proposing Release supran. 1 at 36661.

18  See Proposing Release supran. 1 at 36657.
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We note thatthis simplerdefinition of ESG-Focused Fund more closelyaligns to
the Form N-1Ainstructions of a “principal strategy” being centralto a fund. Doing
sowould reduce potential forfund managersto inflate the centrality of ESG factors
in theirinvestment considerations, reducing the likelihood that funds will misuse
the ESG-Focused Fund label and therebyengagein greenwashing.*®

Impact Funds

We further agree with the need to define Impact Funds as a subcategory.?®
However, we believe the SEC’s definition of “impact” is too broad.Todaythereis a
growing consensus around best practices for “impact strategies” as putforward by
organizations like the GIIN, the Impact Management Project,and Operating
Principles for Impact Management. We therefore recommend thatthe SEC tailor its
definition of Impact Fundsto betteralign with the narrower definitions putforward
by the aforementioned organizations.As one example,the GIIN definition of an
Impact Fund is as follows: “investments madewith the intention to generate
positive,measurablesocial and environmental impactalongside a financial return.”
We use thatdefinition asthe starting pointfor our own assessment of which of our
proprietary products are “Impact” funds. Additionally,while the proposed enhanced
disclosure requirements?! forthis Impact Funds categoryis appropriate for funds
that meetthe narrower global definition,these requirements would notbe
appropriate forall funds captured by the proposal’s current broaderdefinition.In
particular, how the fund measure progress againstanimpact goal, time horizons
over which progressis measured,and therelationship between astated impact
objective and financial returns should only be disclosed when animpactis
measurable.

Disclosure of investment methodology, third-party data, and outcomes

Regarding the selection of investments??,the SEC states that ESG-Focused Funds
with similarstrategies could have differentviews on investments*®*which is used as
a justification for overly granulardisclosure of investment methodologies. However,
the SEC does not require granulardisclosure of investment methodologies forany
other principal investmentstrategies,and we are unclearwhy a heightenedlevel of
transparencyis necessary only for ESG-focused principal strategies. Selection
methodology of specificinvestments doesindeed vary between actively managed
products with similar overall desired outcomes, and investment outperformanceis

9 |n keeping with the purpose of a summary prospectus, we suggestonly ESG Focused -Funds

(inclusive of Impact Funds) fill out the ESG Summary Overview, which we suggestbe a short
gualitative statement rather than a table as we do not see the utility of the “check the box” given
the overly broad choice set and do not think the detailed requirements in rows 2 and 3 belong in a
summary prospectus.

20 See Proposing Release supran. 1 at 36657.

2 See Proposing Release supra n. 1 at 36668.

22 See Proposing Release supra n. 1 at 36665.

2 See Proposing Release supra n. 1 at 36666.
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partiallydependenton amanager’s ability to take positions based on proprietary
analysesand betterunderstandingof a particularmarket issue than peers. The
granularnature of requirementswill inevitably lead to the disclosure of proprietary
information about these strategies, reducing the competitive advantageof those
uniqueinsights.Inresponse, managers may simplify their methodologies which
would flatten access to unique marketinsightsand understandings that produce a
fund’salpha.?*We believe limiting the level of detail provided is necessaryto
mitigate the potential forcompetitive concerns, including intellectual property
considerations.?®

We are also concerned with the proposed requirementtoinclude the name and
detailed information on the methodology of third-party providersin fund
documents,as we do not think that fund documentationisan appropriate
mechanism for this disclosure. Providing detailed information abouta third-party’s
methodologyina fund’s prospectus or SAl may potentially expose the fund to
liability concernsrelated to a third party’s practices. Outside of ESG considerations,
third-party providers are routinely used to inform a fund’s decision-making and
there are no requirementstoname or provide detailed information aboutthose
providersin fund documents.?® Thatsaid, we support providing summary level
information 2" which we believe should be limited tosimple, high-level overviews of
the categories of data used to preventinvestor confusion and avoid unnecessary
operational burdens.

We broadly supportthe proposalto requirethata fund identify the index tracked
and basic high-levelinformation about howthatindex’s provider uses ESG factors
to determine index constituents.?® However, we believe this information should be
limited to summaryinformation of methodologies due tothe same concerns about
providing substantial information on a third party’s processes exposing the fund to
liability concernsrelated to a third party’s practices. Therefore,we suggest
amending the instructionsto ltem 9 of Form N-1A as follows: “A summary of the
index methodology forany indexthe fundtracks,includinga summary of key criteria
or methodologies forselecting orexcludingcomponents of the indexthatare based
on ESGfactors.”

Metrics for funds with a focus on environmental factors

Withinthe ESG-Focused Funds category,we note the SEC’s enhanced disclosure
requirements forfunds thatfocus on environmental factors which would be

% Note, we are concerned with the proposed addition of new sub-item 8.D in Form ADV for similar
reasons.

25> Note we are concerned with the proposed amendments to ltem 10.Cin Form ADV for the same
reasons.

% |n some cases, there could be contractual impediments to naming third-party providers without
their permission. Importantly, naming a third party could infer a more material role for such

provider inthe fund’s investment process than appropriate.
27 See Proposing Release supra n. 1 at 36666.

2 See Proposing Release supra n. 1 at36666.
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required todisclose two GHG emissions metrics for the portfolio. The SEC states
that thisinformationis designed to provide investors focused on climate risk with
climate-related quantitative metrics. The SEC further notes thatthis would provide
such investors with “verifiable data from which to evaluate environmental claims.”?°

We find this approach challenging forseveral reasons:

e First, while we appreciate the SEC’sfocus on environmental factors, we note
that differentaspects,of E, S, and G are importantto differentfunds.We
questionthe need forthe SEC to elevate environmental factors oversocial and
governance factors, withoutregard to which factors are material to the fund.

e Second,withinfundsthat focus on environmental factors the SEC appearsto
elevate GHG emissions as the only metric to verify environmental claims. While
GHG emissions are certainly a key metricfor fundsthathave a decarbonization
aim or a net zerocommitment, there are other environmental funds where this
would not be the most relevant metric. As an example, we encourage the SEC to
considerone of the more well-known climate themesin the marketplace: Clean
Energy.Cleanenergyfundsgenerally seektoinvestin companiesthatproduce
energy from solar, wind and other renewable energy sources. However, verifying
the environmental claims of a clean energy fund through looking at GHG
emissionswould not be particularlyinformative. Global clean energy fundson
aggregate reportrelatively high carbon emission metrics, as by nature the
manufacturing processto produce clean energy products like wind turbines and
solaris itselfenergyintensive. A much more relevant metric for evaluating the
environmental nature of a clean energy fund would be to look at the percent of
revenue sourced from the manufacture of productsthat clearly supporting the
low carbon transition.

e Third,evenwhere GHG emissions are relevant,accessing underlying dataon
GHG emissions for each investmentwithin a fund is challenging withoutissuer
level disclosure.We do not believe thatfunds should be inthe position of
sourcing and reporting thisinformation on a “bestefforts” basis intheir
regulatory documentsifthe underlying datais not publicly available. Thisis
particularly relevantas the requirements for publicissuersto disclose GHG
emissions are not yetfinal, and there are no currently proposed requirements
for private issuers to disclose GHG emissions.We are concerned that the
current proposal will putfundsinthe position of needing tonegotiate with
many issuers to source datafor disclosure in fund documents.We alsoview
Scope 3 emissions differentlytoScope 1 and 2 and feel treating themin the
same mannerignores the higherdegree of estimation and increased
methodological complexitiesinherentin Scope 3 calculations. We would
respectfully suggestthatthe SEC require fund reporting only afterissuer level
reporting is finalized. Further,any finalamendments should notrequire funds
to source information thatis not publicly available.

2 See Proposing Release supra n. 1 at 36659, 36676-36682.
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e Fourth,placing GHG emissions data within fund documents attaches undue
liability to the fund, particularly if that datais not sourced from a public
regulatoryfiling. We acknowledge that many fund managers,including
BlackRock, have begunto provide estimated WACI calculations on funds’
websites as a service to clients who may be looking for the information to
evaluate howa fund advances the clients’ netzero commitments. While we
strive to estimate thatdata as accuratelyand completelyas possible,we
acknowledge on our websites that many estimates and assumptionsinformthe
calculation.Requiring the same information,assuming lackof issuer level
mandatory disclosure, to be included in fund regulatory filings would
inappropriately heighten the fund’sliability. We encourage the SEC to consider
the appropriate level of liability.

STEWARDSHIPENGAGEMENT AND PROXY VOTING*

Stewardship engagementand proxy voting are core parts of how a fund deliverson
its fiduciary duty toits clients. Thisis true for all funds,whetheractively managed
or indexed, and regardless of whethera fund hasan ESG focus or not. Specifically,
asset managers engage with companiestounderstand howthose companiesare
positioned todeliverlong-termvalue for investors,and vote proxies accordingly.?!
Broadly speaking, proxyvoting by asset managersis not optional;theyare required
to vote when authorized todo so by theirinstitutional investorclients or by fund
boards. It is crucial to note thatstewardship engagementand proxy voting are at
theircore aboutencouraging transparency and enablinginvestment managers to
hold companyleadership toaccount where board directors or executive
managementseem notto have acted in long-term shareholders’interests.
Particularly forindex funds,it’s not about exerting powerover a company’s
managementteam’s decision-making.

As part of our fiduciary duty to our clients, we have determined thatitis generallyin
theirbestlong-term economicinterests thatwe promote sound corporate
governance as aninformed,engaged shareholder. The bedrock of any engagement
is a focus on corporate governance, the core structure by which company boards
can oversee managementand the creation of durablelong-termvalue. Appropriate
risk oversightof E and S considerations material to a company’s business model is
a componentof good governance,and accordinglyis raised in engagements. The
links between material Eand S factors and long-term financial performance have
becomeincreasinglyclear,in part dueto enhanced corporate disclosure which
enabled more holisticanalysis of the drivers of risk and value creation. When E-and
S-related shareholderproposals are onthe ballotfor a shareholder meeting, itis
incumbenton asset managerstoengage onthe substance of those proposalsand
to vote in theirclients’long-term economic interests.

30 Note, we additionally urge the SEC to reconsider its proposed amendments to Iltem 17 of Form
ADV as those changes are also inconsistent with our views on engagement and proxy voting.

3t See BlackRock Investment Stewardship’s “Global Principles”.
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Like most asset managers, BlackRock centralizes itsengagementand proxy voting
functionsto a specialist stewardship team working on behalf of all our funds.The
stewardship teamvotes and engages on behalfof clientsinvested inindexfunds. It
works closelywith active portfoliomanagers on engagementand voting in relation
to companies heldinactive equity funds. Active portfolio managers may also
engage according totheir own fund mandates and objectives. Accordingly,they
may also take theirown voting decisions, which may differfrom those taken or
recommended by the stewardship team. Across all funds, our stewardship team
engagesconsistentlyon ESGissuesand it does not engage separately on behalf of
our ESG funds.Engagementimproves ourunderstandingofthe businessrisks and
opportunitiesthatare material to the companiesinwhich our clients invest.
Engagementalsoinformsourvoting decisions when our clients authorize us to
vote proxies on theirbehalf.

We recognize that some of our clients may have different positions on key voting
matters, and that more of our clients are interested in having a say in how their
index holdings are voted. Accordingly,we launched BlackRockVoting Choicein
January 2022.*2Through this initiative, institutional investors in separate accounts
and certain pooled vehicles are able to vote theirshares in line with their
preferences,eitherfollowing theirown policy, voting specificresolutions or
companies,or choosing from a menu of policies provided by third parties.

By referencing engagementinthe definition of “‘ESG-Focused Fund”,the SEC has
opened thatlabeltoany fund that directlyengageswith companies, eitherthrough
the portfolio managerof the fund or via an asset manager’s stewardship overlay
function.?? In our view, this is unnecessary as any active funds where engagement
specificallyon Eand Sissuesis a principal strategy and done in a more intense
mannerthanwould be done bya firmwide stewardship program would already be
captured by our proposed revised definition. Capturing a broaderset of funds
withinthe ESG-Focused Funds category solelydue totheir routine engagement
activities would lead to greenwashing.

Giventhat, like most asset managers, BlackRock’s stewardship teamis a firmwide
resource, we disclose our approach to stewardship activities on behalfof our clients
atthe aggregate portfoliolevel across all our equity holdings3*and donotbelieve
that providing extensive disclosure onthese engagements within fund documents
is particularly useful to investors. We provide significantdisclosure on our website,
including anannual recap,® as well as directclientreporting. Investors interested
in specificvotes within specificfunds can also find this information on the SEC
website within our annually filed Form N-PX.

Regarding proxyvoting in particular,itis our view thatour fiduciary duty to the
investorsin all our fundsrequires usto consider each ballotitem on its merits

32 See BlackRock’s whitepaper “It’s All About Choice”.

33 See Proposing Release supra n. 1 at 236664, Question 13.

3 See “2021 BlackRock Investment Stewardship Annual Report”.

35 See our 2022 Voting Spotlight.
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beforevoting in a mannermost aligned with ourclients’ long-term financial
interests.An identicallyworded proposal may be supportable atone company but
not at another,based on the managementpractices and disclosures of each. This
precludes usfrom having blanket proxy voting policies that would require us to
always vote one way on a certain topic, which would be counterto the SEC’s
guidance regarding proxy voting responsibilities of an investmentadviser.3®
Requirementstocount the numberof proxyvotes in a certaindirection on a certain
topic would seemto eschew our merit-based approach tovoting.In our experience,
most asset managers have voting guidelines and some, like BlackRock, publish
these to their websites.*” Notall ballot proposals are of equal quality,and this
disparityis particularlyevidentin shareholderproposals where many sustainability
issues come to a vote. This can resultin voting in differentdirections on proposals
of differing quality on the same topic.*®

IMPLEMENTATION TIMELINE

We respectfullyrequestthatthe SEC to ensure thatany implementation of fund
level ESG disclosure requirementsis delayed until afterthe implementation of the
SEC’s proposed corporate issuer level climate rule.** Funds should not be required
to source ESG metrics and datathat is not already publicly available. Inthe absence
of mandatory GHG emissions reporting across the publicand private markets, the
proposed rule would putfundsin the position of needing to negotiate with many
issuersto source datafor disclosurein fund documents. Aside fromthe cost to
fund shareholders of this requirement,we do not believe itwill result in comparable,
reliable, high-quality disclosureifthereis lack of (1) uniform disclosure across the
publicand private markets and (2) guidance across and within industries to provide
clarity on what GHG emissionsto disclose bywhom and along what timeline.

Additionally,given the extensive nature of the changes that may be required, we
respectfully submitthatthe SEC extend the compliance period from one year to two
years afterthe implementation date of the issuerlevel climate rule.The new rule
may require manyfunds to adopt material changesthatwould require both
approval by the funds’boardsand a 60-day SEC review.In some cases, a
shareholdervote on the changesto a fund mighteven be required which can bea
lengthy process.

*kkk

3%  See “Commission Guidance Regarding Proxy Voting responsibilities of Investment Advisers
(effective date September 10,2019)”.

3T See “Stewardship policies” in BlackRock Investment Stewardship’s website.

38 Aswe explained ina commentary released May 2022, we observed a marked increase in the
number of E and S shareholder proposals of varying quality coming to a vote in the 2021-2022
proxy year (covering the period July 1, 2021 through June 30, 2022). See “2022 climate-related
proposals more prescriptive than 2021°”.

39 See BlackRock’s response to The Enhancement and Standardization of Climate-Related
Disclosures for Investors
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https://www.sec.gov/rules/proposed/2022/33-11042.pdf
https://www.sec.gov/rules/proposed/2022/33-11042.pdf

In conclusion, we broadly supportthe SEC’s efforts to provide clarity to the
disclosure of ESG informationin fund documents. We thankyou for taking the time
to review ourinputand are happyto be of further assistanceif helpful. Should you
have any questions aboutourviews, please reach out to Nick Mizaur
(nick.mizaur@blackrock.com).

Sincerely,

Paul Bodnar
Managing Director, Global Head of Sustainable Investing

Elizabeth Kent
Managing Director, Global Public Policy Group
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