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STOCK STORIES - TESLA

TOM SLATER

When Tesla designed an electric car that won rave reviews in the motoring press, not just as a great electric car, but
a great car per se, the Long Term Global Growth team sat up and took notice. Four years plus later, Tom Slater
brings the investment case for Tesla up to date.

This transcript is intended for professional investors and consultants only. It is not intended for use by any other
persons including members of the general public.

This communication was produced and approved on the stated date and has not been updated subsequently. It
represents views held at the time of recording and may not reflect current thinking.

All investment strategies have the potential for profit and loss and your or your clients’ capital may be at risk.

Rosemary Shannon (RS): 1 am joined today by Tom to talk about Tesla, which has been held in the portfolio since
2013, but Tom, when did the company first come to your attention?

Tom Slater (TS): Going back to the end of 2012, they had released a product — the Model S — a high-end Sudan that
was winning rave reviews in the motoring press. Not as a great electric car, but just as a great car. And at the same time
they were demonstrating that they were ableto produce this vehicle at commercial delivery rates and to us it seemed
like that they had taken a lot of the technology risk out of what they were doing. You had a great product and you were
able to produce it and so that’s why we really started getting interested and eventually bought the shares in 2013.

RS: What would you say is the real competitive advantage of Tesla?

TS: 1 think they are building competitive advantage in a whole number of ways. The first one would be brand. It is an
extremely rare thing to build a high-end luxury auto brand in less than a decade. And to be associated with what we
think would be a really important technology shift within the industry to be the leader in this area, I think is going to be
an important advantage. They are prepared to invest in long-term projects, to take risk, in an industry which has not had
a track record of doing anything of that kind. You know, Tesla started out as an enterprise to make drive trains, electric
drive trains that they could sell to the established auto industry, but what they discovered was that they couldn’t get
people to innovate, to build new products, so the pace of change, the pace of innovation was extremely slow. Tesla
came from a software background, a Silicon Valley background, so this combination of a drive to change, to innovate,
to invent, and to take risk, made them completely different in the automotive industry.

RS’ In the build up to the Model X launch, I understand Elon Musk was sleeping on the factory floor. Can you tell us
a little bit more about this leader?

TS: Elon Musk is remarkable for a number of reasons. He created a lot of wealth through being one of the founders of
PayPal. That business was sold to eBay, it made him a very rich man and instead of taking the money and going off
into the sunset, he chose to reinvest all of it into an electric car company and space exploration company. So I think that
tells you that this is somebody who takes some of those long-term investment decisions that other people have been too
afraid to take and when he has faced issues, he personally has been very involved in trying to resolve them. The Model
X, the large SUV, proved to be a real challenge because, in his own words, they had over-specified the vehicle, they
had used two leading edge technologies and so to actually get the manufacturing process working at all required a huge
amount of senior time and him sleeping on the factory floor to actually get that through. So I think there are lots of
aspects of what he does that are really pretty remarkable.
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RS: Would you say that one of the risks to the investment case is that Elon Musk spends less time at Tesla and more at
SpaceX, for example?

TS: 1 wouldn’t say that’s necessarily a risk to the investment case. I would say that it is an inevitability. That is what we
anticipate. He committed to being the Chief Executive of Tesla up until the point where they launch a mass market
electric vehicle. We hope that will happen later this year. But, after that, I think he will determine his own priorities. He
is somebody with almost boundless energy and some real long-term objectives, but what matters from the perspective
of a Tesla shareholder is what is the strength and depth within the company — are there other leaders there that we think
can continue to build the growth of this franchise? And, absolutely, we think there are.

RS: And maybe a little recap on the investment case. We have talked a lot about the vehicles, but perhaps you can say
something about the acquisition of Solar City. So how does that fit in to your investment thesis?

TS: It goes back to Elon Musk’s original objective in setting up the company. It was, let’s look for some ofthe biggest
problems that face humanity and try and solve them. The aim was that grandiose. And the objective with Tesla was to
reduce the world’s reliance on carbon. So it seems to me, at least, that all the moves they have taken in this direction
are absolutely consistent with that long-term aim. The solar industry has been very successful at driving down costs of
the energy produced through solar panels, but it has not been great at producing a desirable product for the consumer.
Tesla has demonstrated that they can do that in the auto industry. Electric cars were becoming more feasible but
nobody could make them desirable. So I think the next step is can you make solar panels a desirable product. It is
something that could drive much, much more widespread adoption.

RS: So we are very much in it for the long term and, presumably, we want to engage with the company. So how does
that engagement evolve over time?

TS: What Elon Musk has done is really pretty remarkable. He and the people at Tesla know the markets they are
operating in far better than we do. I think what we can offer is being a patient, supportive shareholder in an environment
where they encounter really hostile financial markets. We are not interested in doing quarterly earnings calls. We don’t
want to discuss very short-term trading news. We want to have a more in-depth conversation on a more infrequent
basis. And I think it helps if you are a long-term shareholder to do that. When you’ve owned the shares for a number of
years, I think management then begin to see you as somebody who is aligned with what they are trying to do.

RS: We have held the stock in the portfolio now for four years and our investment horizon tends to be sort of five to
ten years, but is this a story that is may be going to play out over 20 or 30 years?

TS: The challenges they are taking on are huge. They’ve got a very small part of the way there. What we really don’t
know is if you start to offer products that are much, much better than the ones that exist today, how quickly will that
drive demand? How quickly will that change the market? How quickly will you move from this slow pace of
development to a revolution? And, I think that is really difficult to predict. The good news is that we don’t have to
predict it. We are just there providing support, backing these people who are pursuing this vision and we can be
patient.

RS: Thanks, Tom for indulging me today and talking about such an interesting company.

TS: Thank you.

The views expressed are those of the speaker and should not be considered as advice or a recommendation to buy, sell
or hold a particular investment. They reflect personal opinion and should not be taken as statements of fact nor should
any reliance be placed on them when making investment decisions.

Any stock examples used in this transcript are not intended to represent recommendations to buy or sell, neither is it
implied that they will prove profitable in the future. It is not known whether they will feature in any future portfolio
produced by us. Any individual examples will represent only a small part of the overall portfolio and are inserted
purely to help illustrate our investment style.

This transcript contains information on investments which does not constitute independent research. Accordingly, it
is not subject to the protections afforded to independent research and Baillie Gifford and its staff may have dealt in
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the investments concerned.

All information is sourced from Baillie Gifford & Co and is current unless otherwise stated.

Baillie Gifford & Co and Baillie Gifford & Co Limited are authorised and regulated by the Financial Conduct
Authority (FCA). Baillie Gifford & Co Limited is an Authorised Corporate Director of OEICs.

Baillie Gifford Overseas Limited provides investment management and advisory services to non-UK
Professional/Institutional clients only. Baillie Gifford Overseas Limited is wholly owned by Baillie Gifford & Co.
Baillie Gifford & Co and Baillie Gifford Overseas Limited are authorised and regulated by the FCA in the UK.

Persons resident or domiciled outside the UK should consult with their professional advisers as to whether they require
any governmental or other consents in order to enable them to invest, and with their tax advisers for advice relevant to
their own particular circumstances.

Baillie Gifford Investment Management (Europe) Limited provides investment management and advisory services to
European (excluding UK) clients. It was incorporated in Ireland in May 2018 and is authorised by the Central Bank of
Ireland. Through its MiFID passport, it has established Baillie Gifford Investment Management (Europe) Limited
(Frankfurt Branch) to market its investment management and advisory services and distribute Baillie Gifford
Worldwide Funds plc in Germany. Baillie Gifford Investment Management (Europe) Limited also has a representative
office in Zurich, Switzerland pursuant to Art. 58 of the Federal Act on Financial Institutions ("FinlA"). It does not
constitute a branch and therefore does not have authority to commit Baillie Gifford Investment Management (Europe)
Limited. It is the intention to ask for the authorisation by the Swiss Financial Market Supervisory Authority (FINMA) to
maintain this representative office of a foreign asset manager of collective assets in Switzerland pursuant to the
applicable transitional provisions of FinlA. Baillie Gifford Investment Management (Europe) Limited is a wholly
owned subsidiary of Baillie Gifford Overseas Limited, which is wholly owned by Baillie Gifford & Co.

Hong Kong

Buaillie Gifford Asia (Hong Kong) Limited #HZ25 (&%) # R4\ 5] is wholly owned by Baillie Gifford Overseas
Limited and holds a Type 1 licence from the Securities & Futures Commission of Hong Kong to market and distribute
Baillie Gifford’s range of collective investment schemes to professional investors in Hong Kong. Baillie Gifford Asia
(Hong Kong) Limited #1772 (& 75 H R4 ] can be contacted at Room 3009-3010, One International Finance
Centre, 1 Harbour ViewStreet, Central, Hong Kong. Telephone +852 3756 5700.

South Korea
Baillie Gifford Overseas Limited is licensed with the Financial Services Commission in South Korea as a cross border
Discretionary Investment Manager and Non-discretionary Investment Adviser.

Japan

Mitsubishi UFJ Baillie Gifford Asset Management Limited (‘MUBGAM’) is a joint venture company between
Mitsubishi UFJ Trust & Banking Corporation and Baillie Gifford Overseas Limited. MUBGAM is authorised and
regulated by the Financial Conduct Authority.

Australia

This material is provided on the basis that you are a wholesale client as defined within s761G of the Corporations Act
2001 (Cth). Baillie Gifford Overseas Limited (ARBN 118 567 178) is registered as a foreign company under the
Corporations Act 2001 (Cth). It is exempt from the requirement to hold an Australian Financial Services License under
the Corporations Act 2001 (Cth) in respect of these financial services provided to Australian wholesale clients. Baillie
Gifford Overseas Limited is authorised and regulated by the Financial Conduct Authority under UK laws which differ
from those applicable in Australia.

South Africa
Baillie Gifford Overseas Limited is registered as a Foreign Financial Services Provider with the Financial Sector
Conduct Authority in South Africa.

‘ BAILLIE GIFFORD

Copyright © Baillie Gifford & Co 2015. Authorised and regulated by the Financial Conduct Authority. LTGG Stock Story — Tesla
Ref: INS WE 0263 48905



— Long Term Global Growth Fourth Quarter 2017

North America

Baillie Gifford International LLC is wholly owned by Baillie Gifford Overseas Limited; it was formed in Delaware in
2005 and is registered with the SEC. It is the legal entity through which Baillie Gifford Overseas Limited provides
client service and marketing functions in North America. Baillie Gifford Overseas Limited is registered with the SEC in
the United States of America.

The Manager is not resident in Canada, its head office and principal place of business is in Edinburgh, Scotland.
Baillie Gifford Overseas Limited is regulated in Canada as a portfolio manager and exempt market dealer with the
Ontario Securities Commission. Its portfolio manager licence is currently passported into Alberta, Quebec,
Saskatchewan, Manitoba and Newfoundland & Labrador whereas the exempt market dealer licence is passported
across all Canadian provinces and territories. Baillie Gifford Investment Management (Europe) Limited (‘BGE’) relies
on the International Investment Fund Manager Exemption in the provinces of Ontario and Quebec.

Oman

Baillie Gifford Overseas Limited (“BGO”) neither has a registered business presence nor a representative office in
Oman and does not undertake banking business or provide financial services in Oman. Consequently, BGO is not
regulated by either the Central Bank of Oman or Oman’s Capital Market Authority. No authorization, licence or
approval has been received from the Capital Market Authority of Oman or any other regulatory authority in Oman, to
provide such advice or service within Oman. BGO does not solicit business in Oman and does not market, offer, sell or
distribute any financial or investment products or services in Oman and no subscription to any securities, products or
financial services may or will be consummated within Oman. The recipient of this document represents that it is a
financial institution or a sophisticated investor (as described in Article 139 of the Executive Regulations of the Capital
Market Law) and that its officers/employees have such experience in business and financial matters that they are
capable of evaluating the merits and risks of investments.

Qatar

This strategy is only being offered to a limited number of investors who are willing and able to conduct an independent
investigation of the risks involved. This does not constitute an offer to the public and is for the use only of the named
addressee and should not be given or shown to any other person (other than employees, agents, or consultants in
connection with the addressee’s consideration thereof). Baillie Gifford Overseas Limited has not been and will not be
registered with Qatar Central Bank or under any laws of the State of Qatar. No transactions will be concluded in your
Jurisdiction and any inquiries regarding the strategy should be made to Baillie Gifford.

Israel

Baillie Gifford Overseas is not licensed under Israel’s Regulation of Investment Advising, Investment Marketing and
Portfolio Management Law, 5755-1995 (the Advice Law) and does not carry insurance pursuant to the Advice Law.
This document is only intended for those categories of Israeli residents who are qualified clients listed on the First
Addendum to the Advice Law.
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