O CASE STUDY:

ainsbury’s

Sainsbury’s is the UK's second largest food retailer and we
have been engaging the company since 2008. Oxfam research
published in 2018 had found that supermarkets’ inaction on
systemic issues within global food supply chains indicated
that both companies and investors were exposed to
unidentified levels of risk.

We raised supply chain risks in 2019 with the company
following the Oxfam report. It identified that UK food retailers
were significantly exposed to risks and adverse impacts related
to human and labour rights in the supply chain, including
unsafe working and living wages.

These risks can include legal and reputational risks where
forced or underpaid labour is identified in a supply chain, or
operational risks borne from the instability generated in supply
chains with adverse impacts on human and labour rights.

We have engaged consistently over the last four years,
including meetings with the director of Sainsbury’s own brand,
the human rights leads, the director of corporate responsibility
and sustainability, and the chair.

We encouraged the company to
press on with work related to human
rights in its supply chains, which at
this stage remained underdeveloped.

Early in our engagement, we suggested that the company
endorses the United Nations Guiding Principles on Business and
Human Rights. In 2020, we asked it to conduct a humans rights
impact assessment, which had been established as industry best
practice for identifying hidden risks in supply chains.

Alongside this, we have discussed the effective governance of
these issues. In 2020, we met with the chair and supported the
company's ongoing approach of embedding sustainability
across the business, rather than have responsibility sit with one
business function. We encouraged the company to press on
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Engagement objectives:

Social:
Human rights in the supply chain

Social:
Living wages in the supply chain

Sustainable Development Goals:

DECENT WORK AND
ECONOMIC GROWTH

o

Top three successes:

C

Saliency assessment on human rights published
in 2021.

Commitment to the Sustainable Trade Initiative (IDH)
Living Wage Roadmap for supply chains.

Evidence of sustainability integration across
the business.

with work related to human rights in its supply chains, which
at this stage remained underdeveloped versus its net-zero
commitments.

In 2022, we welcomed the company’s updated sustainability
action plan, Plan for Better. After a further iteration in 2023,
we reiterated the importance of tackling the most salient
issues effectively, underscoring the need for longer-term
business commitment on the issue. We have requested
regular reporting on this progress so that we may assess
the management of these risks, including via appropriate
quantitative impact metrics addressing priority areas, such
as living wages, forced labour, and grievance mechanisms.

" Oxfam: Workers' Rights in Supermarket Supply Chains: New evidence on the need for action (openrepository.com).
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https://oxfamilibrary.openrepository.com/bitstream/handle/10546/620877/bn-workers-rights-supermarket-supply-chains-101019-en.pdf

Sainsbury’s has demonstrated that it has consistently
prioritised its work on human rights and living wages in its
supply chains alongside other corporate and sustainability
objectives. After endorsing the United Nations Guiding
Principles on Business and Human Rights, the company
established sector leadership by conducting a human rights
saliency assessment in 2020. At this stage, we also took the
chair's readiness to discuss human rights and living wages as
a positive measure of progress and commitment.

The complexity and long-term nature of these social issues
requires effective governance. In our engagement, including with
the chair, we have seen indicators of the board’s attentiveness on
supply chain issues which has underpinned consistent year-on-
year progress. We heard from the company that the board also
receives regular human rights training, which we acknowledge as
a determinant of effective governance.

We have seen indicators of the
board’s attentiveness on supply
chain issues.

Informed by its saliency assessment, Sainsbury’s translated the

areas of greatest concern into its Plan for Better. The company

signed up to the Sustainable Trade Initiative (IDH) Roadmap
on Living Wages, a platform to secure living wages in food
supply chains, defined as the net annual income required for
a house in a particular country to afford a decent standard of
living, including food, water, housing, healthcare, and other
essential needs.

We were pleased to see this industry collaboration, crucial to
achieving the critical mass of companies to effect change
throughout complex supply chains. Sainsbury’s subsequently
made significant progress on its banana supply chain
traceability, where the company leads the market with a
timebound commitment to pay a living wage to all workers in
its banana supply chain by 2027.

In 2022, Sainsbury’s set the ambitious goal of paying living
wages in all its priority supply chains by 2030.

In 2022, Sainsbury’s set the ambitious
goal of paying living wages in all its
priority supply chains by 2030.

Sainsbury’s also identified priority action areas across all other
salient human rights issues in its supply chain, namely forced
labour, health and safety, discrimination, and the provision of
effective grievance mechanisms. In 2022, the company rolled
out its new whistleblowing policy, focusing first on ensuring
tier 1 suppliers comply.

The company has also proactively engaged directly with
suppliers, supported by initiatives such as Unseen, the Ethical
Trading Initiative, and the University of Nottingham'’s Rights
Lab. The last of these will support the regular monitoring of
Sainsbury’s exposures to risks related to human rights in the
supply chain.

Next steps

Following the production of its Plan for Better, the
next step for the company is to continue rolling out
its action plan and demonstrate success. Key to this
will be identifying industry partners to achieve
critical mass on living wages in other priority supply
chains, which we have heard are more complex
than bananas and, therefore, require greater
collaboration to effect change. This will be key to
achieving the commitment to pay living wages in

all priority supply chains. As an early indication of
further progress, the company has been publicly
tackling garment and tea supply chains in 2024,
including through industry partnerships.

This case study has been fact-checked by
Sainsbury’s to ensure a fair representation of
EOS work carried out and changes made at
the company.

Will Farrell
Engagement
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Case studies are shown to demonstrate engagement, EOS
does not make any investment recommendations and the
information is not an offer to buy or sell securities.




For professional investors only. This is a marketing communication. Hermes Equity Ownership Services ("EOS") does not carry out
any regulated activities. This document is for information purposes only. It pays no regard to any specific investment objectives, financial
situation or particular needs of any specific recipient. EOS and Hermes Stewardship North America Inc. (“HSNA") do not provide
investment advice and no action should be taken or omitted to be taken in reliance upon information in this document. Any opinions
expressed may change. This document may include a list of clients. Please note that inclusion on this list should not be construed as an
endorsement of EOS’ or HSNA's services. EOS has its registered office at Sixth Floor, 150 Cheapside, London EC2V 6ET. HSNA's principal
office is at 1001 Liberty Avenue, Pittsburgh, PA 15222-3779. Telephone calls may be recorded for training and monitoring purposes.
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Federated Hermes

Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management
strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns and, where
possible, to contribute to positive outcomes that benefit the wider world.

Our investment and stewardship Why EOS?

capabllltles: EOS enables institutional shareholders around the world to
meet their fiduciary responsibilities and become active
owners of public companies. EOS is based on the premise
@ Fixed income: across regions, sectors and the yield curve that companies with informed and involved shareholders are
more likely to achieve superior long-term performance than
those without.

@ Active equities: global and regional

@ Liquidity: solutions driven by five decades of experience

@ Private markets: private equity, private credit, real estate,
infrastructure and natural capital

@ Stewardship: corporate engagement, proxy voting,
policy advocacy

For more information, visit www.hermes-investment.com or connect with us on social media: m
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