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2020 update

As retailers dealt with the devastating consequences of Covid-19,
from widespread furloughing and redundancies to employee safety :
concerns, the case for improved employee benefits continued to 1

A
grow momentum. Tim Bonds Tenisha Elliott
We broadened engagements with our Living Wage focus companies Associate, senior Associate,
to understand how they were operating through the pandemic, with Responsible Responsible
a particular focus on employee welfare. Investment Investment
While we saw many instants of positive change, such as temporary
wage increases and one-time bonuses, we continue to encourage
companies to make these changes permanent.

During the year ahead, as well as engaging on wages and improved
disclosure thereof, we will look to expand into topics such as
freedom of association and collective bargaining. .
g g Nina Roth
Director, Responsible
Investment
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engagement on
living wages and
labour standards

What is living wage?

There is often confusion around the term “living
wage”, with many confusing it with nationally
mandated minimum wages. While a minimum
wage is the lowest level that an employer can
legally pay their worker, this is often, in practice,
not enough to support basic needs. According to
the Global Living Wage Coalition, a living wage is:

The remuneration received for a standard
workweek by a worker in a particular place
sufficient to afford a decent standard of living
for the worker and her or his family. Elements of
a decent standard of living include food, water,
housing, education, health care, transportation,
clothing, and other essential needs including
provision for unexpected events.

Living wage levels are not uniform globally but
are calculated according to national or regional
costs of living.

3 There are various methodologies to measure local and regional living wage.
Among them are ISEAL Alliance - A Shared Approach.tg Estimating Living
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Our 2020 engagement on living wages and labour standards

In early 2019, we started an engagement programme around the payment of a living wage to
workforces in the retail sector. Our focus companies were selected on the basis of being large (50,000
employees) retailers, chosen to represent five we judged as leaders on environmental, social and
governance (ESG) issues and five laggards, based on an initial analysis of public information.

This approach resulted in ten companies to focus on:

Walmart, Tesco, Dollar Tree, Dollar General, Sysco, Costco, Loblaw, George Weston, Fast Retailing,
and CECONOMY.

Our efforts concentrated on raising awareness on the living they also made it clear that the main criteria for pay decisions
wage, understanding companies’ positions on wage levels in were inflation and pay rates at competitors. We also found the
their own operations, and encouraging enhanced disclosure overall level of workforce disclosure by the retailers we engaged
on wage levels. Of the companies receptive to engagement, to be very poor?, and made this a particular focus area for our

all supported the need to pay appropriate wages, though 2020 engagement objectives.

interpretation varied as to what this meant in practice. While all

. As the Covid-19 pandemic unfolded, we expanded the scope of
companies assured us that they reqularly assess wage levels,

our engagement with the 10 focus companies beyond wages to
include broader social themes, including:

® Occupational health and safety, including the provision of
@ protective gear,
® Paid sick leave considerations, and its continuation beyond
the pandemic,
Our engagement revealed that interpretation e Support of staff who are impacted by childcare closures,
as to what paying appropriate wages means in ® Ppay premiums for customer-facing roles,
practice varies. ® The provision of mental health support, plus at a later stage,

the conversations also included

4 So far, only Walmart discloses workers' wage levels, focusing on its US shops. ® Discussions around managing redundancies mindfully.
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Engagement at a glance

Our interactions with living wage project focus companies, Jan 2019 to Dec 2020

Total number of Number of interactions
interactions” with a living wage/social
focus
Costco Wholesale Corp 8
Dollar General 16 16
Dollar Tree 9 8
Sysco 10 8
Walmart 1 6
Tesco 27 17
Fast Retailing 5 5
George Weston Ltd 10 4
Loblaw 15 6
CECONOMY 4 4

Engagement is critical to our investment process and to fulfilling our fiduciary duty
as active stewards of capital.

*Interactions = emails, calls, video conferences, meetings
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Engagement progress

Overall, we were pleased by the response to the pandemic by our focus companies. Health and safety
measures were put in place across all the food retailers including enhanced cleaning protocols, PPE for
staff and plexiglass screens at checkout. Companies stepped up their employee support, with the vast
majority guaranteeing paid sick leave and online mental health support.

Our engagement calls also highlighted a sense of togetherness,
with examples of leadership encouraging a culture of flexibility

and extending grace, e.g. to those dealing with childcare issues.

From a wage perspective, we saw increased hourly wages

or one-time bonuses universally for key workers. However,

our engagement is ongoing to keep these pay rises in place
permanently. We also continue to engage on the topic of
workforce disclosure. Other than Tesco and (newly in 2020) Fast
Retailing, it has been disappointing to see that none of the
remaining focus companies have committed to completing the
Workforce Disclosure Initiative (WDI) survey.

Within supply chains, we have seen both positive and
negative reports. Despite facing severe restrictions as a non-
essential clothing retailer, Fast Retailing continued to enhance
their oversight of supply chain risks from both a financial

and worker safety standpoint®, including overall enhanced
transparency. In contrast, there were reports of Asda (Walmart
subsidiary) reneging on clothing supplier contracts, despite
record food sales®.

5 Fast Retailing, 2020
6 BBC, 2020
7 Tesco, 2020

8 Fast Retailing, 2020
° Dollar General, 2021
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Examples of strong company practices included:

* We had several high-level dialogues with Sysco, confirming
continuous bonus pay, and service adjustments to support
their customers in adjusting to new safety measures.

« Tesco: A posterchild of proactive, direct investor dialogue
and sharing information. Tesco also gave permanent jobs to
16,000 staff taken on in Q2 peak pandemic hiring’.

 Fast Retailing: No relationship with suppliers was ended
because of Covid-19, and the company embarked on multi-
stakeholder cooperation to support partner manufacturerse.

* Dollar General announced that they will be compensating
their frontline staff for hours lost to receive the Covid-19
vaccination®.

Disappointing responses in 2020 included:

* One corporate insisted on maintaining their anti-unionisation
practices in some parts of their business, neglecting
international labour standards.

* No responses from Costco Wholesale Corp, George Weston Ltd
or CECONOMY to our repeated outreach.

* Still very little disclosure on workforce issues, wages, or along
initiatives such as the WDI, which is widely supported by the
investor community.
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Collaborative initiatives

To increase our voice, share ideas and enhance strategies with other like-minded investors, we joined
two collective investor initiatives promoting the payment of living wages: Platform Living Wage

Financials (PLWF) and ShareAction’s Good Work Coalition.

Platform Living Wage Financials (PLWF)

The PLWF is a coalition of 15 financial institutions that engage
and encourage investee companies to address the non-
payment of living wages in global supply chains, focusing
on the garment, footwear, agriculture, food and retail
sectors. To monitor progress, the PLWF members annually
assess investee companies based on a proprietary living
wage assessment methodology™. These assessments aim to
identify potential for improvement for different companies.
During 2020, assessments were carried out on five of our
focus retail companies: Dollar General, Dollar Tree, Loblaw,
Tesco, and Walmart.

0n a scale of five stages from ‘embryonic’ to ‘leading™, all
four North American retailers are in the lowest category.
These companies generally do not recognise the importance
of the payment of living wages, nor act to enable this. Tesco
ranked highest, falling into the ‘maturing’ category. These
companies recognise that the right to earn a living wage is
a salient issue and usually have formal processes in place to
address it. No retailers are to be found in the two highest-
ranking categories.

™ Platform Living Wage Financials, 2021
2 The five stages are: embryonic, developing, maturing, advanced, leading.
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Good Work Coalition

Recently rebranded from the Living

Wage Coalition, ShareAction’s Good

Work Coalition now has an expanded
remit. While still primarily focused on the payment
of living wages within FTSE100 companies, the
coalition also engage on topics such as living
hours - providing security of hours alongside a real
living wage - and responsible redundancies.

Over the course of 2020, the coalition sent 52
collaborative letters to companies on the topics
of living wage, insecure work, responsible
redundancy and gender pay-gaps. ShareAction
also asked 40 AGM questions and met with 14
companies. The Living Wage Foundation saw 7
new FTSE100 Accreditations, with Reckitt Benkiser,
Barratt Developments, Rightmove, Severn Trent,
BP, Phoenix Group accredited as Living Wage
employers. This brought the total number of living
wage accredited employers within the FTSE100 to
42 at the close of the year.
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s What will 2021 bring?

Our evaluation of 2020's engagement efforts and results have concluded in some adjustments
to our 2021 living wage engagement focus:

»  We will drop four companies from our original We will also continue our partnership with PLWF
engagement list of ten. These are: Costco Wholesale and extend our work beyond the retail sector into
Corp, George Weston Ltd and CECONOMY. The main garments and apparel. In addition, as part of the
reason is a continuous lack of responsiveness. ongoing membership of the Good Work Coalition, we

will continue engagement into the larger universe of

FTSE350 companies as we hope to see further living wage

- Wages, and encouraging a commitment to living accreditations, as well as expand our dialogue into topics
wage in direct operations such as living hours and responsible redundancies.

 Thematically we will focus on:

- Employee engagement, with a focus of aligning Code
of Conducts (CoC) and Supplier CoC with international
labour standards, including committing to freedom of
association and collective bargaining

- Enhanced transparency, including improved
disclosure on workers’ wages
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Tim Bonds

Associate, Responsible Investment

Tim Bonds joined BMO GAM’s Responsible
Investment team in 2021, with his engagement
focused on labour standards. He is a keen
supporter of Arsenal FC and enjoys anything
narrated by David Attenborough.

Tenisha Elliott

Associate, Responsible Investment

Tenisha joined BMO GAM in 2013 and focuses on
corporate governance and proxy voting, as well
as covering environmental and social analysis of
companies in the apparel and services sectors.
She is a lover of fashion and has a fledgling social
media presence.

Nina Roth

Director, Responsible Investment

Nina Roth joined BMO GAM in 2019 as an ESG
analyst. In her engagement she focuses on
financial institutions and social issues across
sectors. Outside of work, pottery and the absurd
world of crypto currencies are her passions.
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