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Key Resolutions? Item 21: Shareholder Resolution on Living Wage Accreditation

Key Topics Company impactson people, human capital management

Board
Recommendation

The board recommends shareholders vote AGAINST this shareholderproposal

BlackRockVote BlackRockvoted AGAINST this shareholderproposal

Key takeaways

¢ BlackRock Investment Stewardship (BIS) supports companies paying their workers? a wage equal to
or above current real living wage rates, and we engage with boards and management on their
approach to ensuring their company s best placed to recruit and retain the workers on which they
depend for their success.

o However,we did not supportthe shareholder proposal. Inourview, worker pay policies and rates
should be determined by company management, with reference to relevant regulations and board
oversight. We do not believeit is consistent with our clients’ long-terminterests to legally bind J
Sainsbury plc (Sainsbury’s) to peg their pay levels to those set by the Living Wage Foundation,?as
the passing of the shareholder proposal would require. This decisionreflects our viewis thatit is not
the role of shareholders to direct company managementto cede control of a key decision, core to
the company’s ability to deliver their strategy and balance the interests of all stakeholders,toa
third-party.

! J Sainsbury plc, “Chairman’s Letter to Shareholders and 2022 Notice of Annual General Meeting”,9 May 2022.

2 Qur use of the word “workers” refers to a company’s direct employees and contract workers.

3 Being an accredited Living Wage Employer would involve meeting the following key requirements; All direct employees are paid at least the
“real Living Wage”® now and inthe future; An analysis is conducted by July 2023 of indirectly employed staff (i.e. contract workers) to
identify who earns below the real Living Wage; Atimetable is agreed for contract worker hourly rates to be uplifted to the real Living Wage, to
be finalised by July 2026; All contract workers continue being paid the real Living Wage on an ongoing basis.
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¢ Further, Sainsbury’s have demonstrated over time their willingness to respond to changing
stakeholder expectations. On this issue, they have a strong track record of offering above-market
employee benefits. They engaged constructively with the parties who submitted the shareholder
proposal,and with other investors, including BlackRock. They recently enhanced their pay policies
so all direct employees receive the real living wage appropriate to the region in which they live. We
encourage Sainsbury’s to continue to engage with their supplier partners to also pay thereal living
wage to contract workers’.

e Giventhe importance of frontline workers to the company’s success, we will continue to engage
with Sainsbury’s on theirapproach to human capital management.

Overview

Sainsbury’sis agroceriesretailer withthe secondhighest marketshareinthe United Kingdom (around 15%o).
Sainsbury’salso sells general merchandise, clothing, and has afinancial services businessthrough Sainsbury’s
Bank (which offers insurance, loans and credit card services). The companyemploys over 170,000 people.

BIS has engaged with Sainsbury’s on arange of corporate governance and sustainable business matters that
we believe contribute tothe company’s abilityto deliver the durable,long-term shareholder returns on which
ourclients depend tomeet theirfinancial goals, including executive compensation, human capital
management, and climate risks and opportunities.

The meeting agenda at Sainsburys’ 2022 annual general meeting (AGM) includeda shareholderproposal for
consideration, in additionto proposals put forth by management onitems suchas the election of directors and
executive compensation. Consistent with our fiduciaryapproach, BIS takes a case-by-case approachto
assessing shareholderproposals, evaluatingeach proposal onits meritand withasingularfocus onits
implicationsforlong-term shareholder value creation.We consider the business and economic relevanceof the
issueraised, as wellas its materiality and the urgency with whichwebelieve it should be addressed. While we
may not agree with all aspects of ashareholder proponent’sviews or all facets of the proponent’s supporting
statement, we may stillsupportproposals if we believe it would be useful for shareholdersto have more detailed
information on howthe materialrisks addressed inthe proposal are identified, monitored and managed. We are
not likely tosupportthosethat, in our assessment,implicitly are intended to micromanage companies. This
includes those that are unduly prescriptive and constrainingon the decision-making ofthe board or
management.*

Rationale for BlackRock’s vote

Item 21: Shareholder Resolution on Living Wage Accreditation (AGAINST)

BIS recognizes the importance of frontline workers to Sainsbury’s long-term success, and we see pay and
benefits more broadly as a critical issue for companies to be managing effectively. However, BIS did not
support the proposal given Sainsbury’s strong positive track record on offering above-market employee
benefits and because we believe the legally binding proposal is unduly constraining on management
decision-making on a critical operational and financial issue given thatit would require managementto
cede control of worker pay to a third-party entity.

“BIS has observed a shift in shareholder proposals in 2022 to be more prescriptive and constraining on company management’s normal
business decision-making. We discussed this development in our 2022 Voting Spotlight. BIS is not supportive of shareholder proposals that
do not promote long-term shareholder value and/or are unduly prescriptive. Without exception, our decisions are guided by our role as a
fiduciary to act in our clients’long-term economic interests.
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The legally binding shareholder proposal requestedthat Sainsbury’s “become an accredited LivingWage
Employer.”>® The company recommends that shareholders do notsupport this shareholder proposal,inlarge
part because accreditation as a “Living Wage Employer’ would restrict Sainsburys’ ability tomanage the level of
pay provided toworkers given the conditions required by the LivingWage Foundation.” Proxy advisors ISS and
Glass Lewis both recommendedthat shareholders voteagainst the proposal.

As weexplaininour Global Principles, we consider workers to be a key stakeholder group for companies. We
lookto companiesto “...disclose howthey have identifiedtheir key stakeholders and considered their interests
inbusiness decision-making, demonstrating the applicable governance, strategy, riskmanagement, and
metrics and targets.This approachshould be overseenby the board, whichis well positioned to ensure that the
approachtakenis informed by and alignswith the company’s strategy and purpose.” BIS considersit the
responsibility of corporate management, overseen and advised by the board of directors, todetermine the
appropriate benefits to offertheir workers, including competitive compensation that enables companies to
attract, retain and motivate the people onwhom their success depends. Moreover, we believe that in orderto
attract and retainthe best workers,companies’ compensation practices shouldaddressthe needs and
expectations of their workforce.

In ourassessment, the shareholder proposal is unduly constraining onthe normalbusiness decision-making of
Sainsbury’s management and board. BIS is supportive of companies, including Sainsbury’s, paying their
workers awage equal to orabovecurrentreal livingwage rates and we engage with boards and management on
this topic,whenever relevant. However,in this instance,BIS’ voteagainst the proposal reflects our disagreement
with its requirementthat the managementof Sainsbury’s cede control of its payroll — avery significantportion
of its fixed costbase — to an external third-party. We consider proposals such as thisto be overly prescriptive
and unduly constrainingupon managementteams.

Further,inourview, the company’s existing policies, employee benefits plans, and disclosures substantively
address theissuesraisedinthe proposal regardingthe company’semployee pay rate. For example,Sainsbury’s
has paid direct employees abovethe government-mandated UK National Minimum Wage for many years, and
currently pays at or abovethe prevailing “real LivingWage.”® In this respect, they are aleaderinthe UK
supermarket sector, payinghigher hourly UK-wide and Londonrates than competitors. Moreover, Sainsbury’s
disclosed that as aresult of theirengagement with the shareholderswho submitted the proposal, they have
addressed thelegacydifferentialin hourlyrates between employeesininnerand outer London. Outer London
employees have now been movedto the higherinnerLondonrate (which matches the London-wide “real Living
Wage™).®

® J Sainsbury plc, “Chairman’s Letter to Shareholders and 2022 Notice of Annual General Meeting”,9 May 2022. According to the
proponents’ supporting statement, “Living Wage accreditationis a public commitment that all staff who work for a company, directly and
indirectly, will earn a wage sufficient to live on. There are already more than 9,500 accredited Living Wage Employers across the UK,
including 50 FTSE 100 companies and the large retailer IKEA.”

8 Being an accredited Living Wage Employer would involve meeting the following key requirements; All direct employees are paid at least the
“real Living Wage”® now and inthe future; An analysis is conducted by July 2023 of indirectly employed staff (i.e. contract workers) to
identify who earns below the real Living Wage; Atimetable is agreed for contract worker hourly rates to be uplifted to the real Living Wage, to
be finalised by July 2026; All contract workers continue being paid the real Living Wage on an ongoing basis.

" See previous footnote. Notably, based on the Living Wage Foundation’s disclosures, the majority of accredited retail firms are privately -
owned small to medium sized businesses. Additionally, those listed entities of a similar scale to Sainsbury’s that are accredited by the Living
Wage Foundation operate in materially different and higher-margin sectors. See the Living Wage Foundation, “Accredited Living Wage

Employers”.
8 J Sainsbury plc, “Chairman’s Letter to Shareholders and 2022 Notice of Annual General Meeting”, 9 May 2022.

9 See previous footnote.
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Forthesereasons,we didnot believeitwas in our clients’ long-termfinancial intereststo support this proposal.
Giventheimportance of frontline workersto the company’s success, we will continue toengage with
Sainsbury’sontheirapproach to human capital management.
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About BlackRock Investment Stewardship(BIS)

Our clients depend on BlackRockto help them achieve theirinvestmentgoals. These clientsinclude publicand
private pension plans, governments, insurance companies, endowments, universities, charities and ultimately
individualinvestors,amongothers. Consistent with BlackRock’s fiduciary duty as an asset manager, BIS’
purposeis to supportcompanieswhichwe investforourclients intheir efforts tocreate longterm durable
financial performance.

BIS serves as animportant linkbetween our clients and the companies theyinvestin —and the trust our clients
placeinus gives us agreat responsibilityto advocate on their behalf. Thatis why we are interested in hearing
from companiesabouttheir strategies for navigating the challenges and capturing the opportunities theyface.
As we are long-terminvestors on behalfof our clients, the business and governance decisions thatcompanies
make will have adirectimpact onourclients’investment outcomes and financial well-being.

Welookto boardsand executive management todemonstrate that theyare taking intoconsideration the
interests oflong-term shareholders and other stakeholders. Our, often multi-year, dialogue with the leaders of
these companies provides us the opportunity to improve our understanding of, and provide feedback on, the
governance and sustainability (ESG) risks and opportunities that are material to their businesses and thus to
theirabilityto generatelong-term returns for our clients. For those clients who have given us authority, we vote
proxies intheirbestlong-term financialinterests, inline with ourpublic voting guidelines and informed by our
analysis of companydisclosuresand, where relevant, our engagements.*°

To supportinvestors’ assessment,itis helpfulwhen companies provide timely, accurate, and comprehensive
disclosure on all material governance and business matters, including sustainability-related issues. This
transparency allows shareholdersto better understandand assess how relevantrisks and opportunities are
being effectivelyidentifiedand managed. Where companyreporting and disclosure is inadequate or we believe
the approachtaken may beinconsistent with sustainable, long-termvalue creation,we will engage with a
company and/orvoteinamannerthat signals ourconcerns.

We are committed to transparency in the stewardship work wedo on behalf of clients.We inform clients about
our engagement and voting policies and activities through directcommunication and through disclosure on
ourwebsite. For shareholder meetings where avote might be of particular interestto clients, we may publish a
vote bulletin after the meeting, disclosing and explaining howwe voted on key proposals.

Want to know more? blackrock.com/stewardship

contactstewardship@blackrock.com

This Vote Bulletin is provided for information and educational purposes only and does not constitute legal advice, a
recommendation or an offer or solicitation to buy or sell the securities of any company. The information here is as of
August 12,2022. BlackRock has no obligation to provide any updates. Investing involves risk, including the loss of
principal.

Prepared by BlackRock, Inc.
©2022 BlackRock, Inc. All rights reserved. BLACKROCK is a trademark of BlackRock, Inc., or its subsidiaries in the
United States and elsewhere. All other trademarks are those of their respective owners.

0 As detailed in our Global Principles, proxy voting involves logistical issues which can affect BlackRock’s ability to vote such proxies, as well
as the desirability of voting such proxies. As a consequence, BlackRock votes proxies on a “best-efforts” basis.
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