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Please note that this brief is for informational purposes only, and is not intended to
provide, and should not be relied on for investment, legal, tax or accounting advice.
Trustees should consult their own advisors and investment professionals to evaluate the
merits and risks of any investment.
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About the Global Unions’ Committee
on Workers’ Capital (CWC) Asset
Manager Report Series

The CWC Asset Manager Report Series
examines the performance of some of the
world’s largest asset managers on workers
rights and global trade union priorities.
The asset managers profiled rely on a
client base that includes pension funds
across the globe. Many of the trustees
who sit on these pension funds are CWC
network participants.

’

The reports evaluate the strength of the
asset managers’ stewardship frameworks,
the impact of their stewardship practices
on workers’ rights and their degree of
alignment with the ILO Fundamental
Principles and Rights at Work and rights-
based frameworks such as the UN Guiding
Principles for Business and Human Rights
(UNGP) and the OECD Guidelines for
Multinational Enterprises (MNEs).


http://workerscapital.org
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I. CWC Baseline Expectations of Asset Managers

The CWC Asset Manager Reports review the stewardship policies and practices in public equities
(engagement and proxy voting), alternative investments and policy advocacy for some of the
world’s largest asset managers. It then assesses the consistency of those practices with the CWC
Secretariat’s Baseline Expectations around fundamental labour rights. The following Baseline
Expectations have guided the research and analysis that underpin this report:

® Adopt the promotion of fundamental labour rights and responsible business conduct as an
engagement priority and a proxy voting guideline;

® Commit to engaging companies when trade unions provide evidence of adverse human rights
impacts and reporting back publicly on the outcome of those engagements;

® Adopt a position of “neutrality” in public equities and private market investments when
workers exercise their right to associate and to bargain collectively; and,

® Commit to a dialogue with the CWC and its asset owner representatives once a year to
discuss trade union priorities that are relevant to investment stewardship.

II. Executive Summary

UBS Asset Management (“UBS”) is the world’s 13th largest asset manager with USD 1.1 trillion in
assets under management (AUM).! This report builds on the CWC 2019 Asset Manager Report on
UBS Group AG, which included a response from UBS.?

In this year’s iteration, the CWC reviewed the manager’s policies and practices into two overarching
categories: (1) stewardship framework and (2) stewardship practices in public equities including
engagement and proxy voting.? The recommendations and analysis were based on an evaluation

of UBS's corporate disclosures, as well as news reports and consultations with trade unions that
participate in the CWC.

UBS's stewardship framework acknowledges investor responsibilities under global human rights
frameworks to identify and mitigate adverse impacts on people.* We were encouraged by the
importance it places on breaches of the UN Global Compact, its consideration of portfolio
companies’ human rights due diligence processes, its reference to collective bargaining, and its
policy on collaborating with other investors. However, our analysis indicates that there are gaps
between UBS's strong policies and its stewardship practice in terms of upholding fundamental
labour rights in its portfolios. This report outlines how UBS can improve its approach to
engagement and proxy voting while describing key case studies drawn from trade union priorities.
The report makes the following recommendations to UBS:

(1) Stewardship Framework

® Draft a standalone document to lay out clear expectations for companies and their
management of human and labour right impacts. Those expectations should be
underpinned by the ILO Declaration on Fundamental Principles and Rights at Work
and UBS's (and company) responsibilities under the OECD Guidelines for MNEs. The



https://www.ilo.org/declaration/lang--en/index.htm
https://www.oecd.org/corporate/mne/
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expectations could indicate how UBS intends to escalate engagements to address egregious
cases of workers’ rights violations when (1) ILO fundamental labour rights violations go
unaddressed by management within 12 months or (2) when the company has refused to
participate in mediation offered by a National Contact Point (NCP) under the OECD Guidelines
for MNEs.

® Disclose the list of companies that have been excluded from portfolios based on insufficient
progress during UBS-led engagements on ESG (including human rights) issues.

(2) Stewardship in Public Equities: Engagement and Proxy Voting

® Clarify how it applies its escalation tactics when issues go unresolved over a reasonable
timeframe.

® Adopt a public expectation that investee companies remain neutral when workers attempt
to exercise freedom of association.

® Commit to respond to notifications of workers’ rights violations brought by unions,
particularly when there is public evidence that substantiates allegations (e.g., OECD
National Contact Point statements).

® Review its voting policy and practices related to shareholder proposals for employee
representation on corporate boards, particularly in a context of increasing acceptance for
stakeholder capitalism.

® Disclose the names of companies with whom it engages and the topics of engagements on a
quarterly basis.

Photo: Unsplash.com
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III. UBS Asset Management at a Glance

UBS Asset Management is the world’s 13th largest asset manager with USD 1.1 trillion in assets
under management (AUM).> Based in Switzerland, its investment portfolio is composed of equities
(47%), fixed income (25%), real estate (7%) and infrastructure (1%).¢ Institutional investors -
including pension funds - account for 59% of the investor base in UBS's portfolio.’

This report analyzes UBS Asset Management's investment stewardship policies and practices.?

TABLE 1: KEY FACTS ON UBS ASSET MANAGEMENT

Assets Under Management
Management of institutional accounts
Ranking among global asset managers

Ranking among global
real estate managers

Asset base composition

Company structure

Responsible investment (RI)
staff/total employees

Headquarters

USD 1.1 trillion (at December 2020)°

USD 649 billion (at December 2020)*°

13th largest!*

8th largest®?

Hedge fund businesses

Infrastructure
4% 1%
Real estate
7%
Multi-asset Equities
16%

47%

Fixed income
(includes MM)
25%

Publicly-listed (SIX Swiss Exchange, NYSE)

22 responsible investment staff*?
1,150 FTE staff in total*

Zurich, Switzerland
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IV. Labour Rights in UBS’s Investment Stewardship
Framework

UBS is committed to “outcomes-focused stewardship.”?® In 2020, UBS's focus areas for
thematic engagements included climate change, corporate purpose, corporate governance, and
social issues such as gender, impacts on people, and “controversies.”'® Engagement targets

are prioritized based on the following set of factors: high financial exposure, the presence of
significant ESG risks and opportunities, a history of votes against management, the performance
on topics selected for thematic programs, and the presence of significant controversies.”

UBS’s approach to engaging on employee-related matters comprises both a human capital
management and a human rights lens. Encouragingly, this suggests that the manager is
implementing a double materiality ESG strategy, where the investor considers sustainability
issues that impact a company’s own activities (i.e. financial materiality), as well as its" impact
on key stakeholders, including workers.

The occurrence of fundamental labour rights violations may inform engagements focused on
“impacts on people” or “controversies”. For “impacts on people” thematic engagements, UBS UBS's escalation
assesses both human capital management policies and human rights due diligences practices,
including in the supply chain. It cites “unionization rates” as one of the factors to assess
corporate performance on human capital management.?® Furthermore, it reviews how companies sanctions and adding the
hold suppliers accountable based on their “participation in industry partnerships to tackle child
labour, modern slavery, minimum and living wages, collective bargaining and health and safety”.”
Importantly, UBS makes explicit mention of collective bargaining when it describes how it where it is subject to a
measures corporate performance on social issues.?® It also draws on The UN Guiding Principles on
Business and Human Rights (UNGPs), and the OECD framework on Responsible Business Conduct

strategies include voting

company to a “grey list,”

review.

serve to frame discussions.?*

UBS can also engage with companies where there are egregious labour rights violations that
qualify as controversies. Its “Adverse Impacts Statement” lays out its approach to tackling
adverse environmental and social impacts in passive and active equity investments in addition
to its incorporation into investment stewardship activities. These impacts are screened
according to company compliance with the UN Global Compact, the voluntary UN-led initiative
which includes 6 human and labour rights focused principles (out of 10). In actively managed
portfolios with ESG risk integration, investments with high levels of adverse impacts may

be screened out by portfolio managers. In passive portfolios, adverse impacts are integrated
depending on the screening methodology of the index provider. Finally, the stewardship

team may engage with companies that are (or are at risk of) causing adverse impacts “where
appropriate”. In those engagements, UBS asks companies to remedy breaches and may choose to
escalate the case if issuers do not meet its expectations or if disclosures are insufficient.?

UBS’s escalation strategies include voting sanctions and adding the company to a “grey list,”
where it is subject to a review.? Should no progress be made over a period of time, UBS may
choose to divest all or some of the shares held on behalf of their clients.? Disclosure on which
companies the manager has excluded from its portfolios under this process would improve
transparency.
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Encouragingly, UBS supports collaborative engagements and “sees a strong benefit” in

working with other investors.? In 2020, roughly 10% of UBS’s engagements were organized in
collaboration with other investors through joint initiatives such as the Workforce Disclosure
Initiative, or Climate Action 100+.%¢ In its global stewardship policy, UBS has set out guidelines
to evaluate collaborative initiatives before bargaining, such as a consideration of consensus
among investors on the issues of concern and potential solutions.?” Collaborative engagements
can be effective tools to improve the success of an engagement and could be relied on more
often.

There is no explicit mention of the ILO Declaration on Fundamental Principles and Rights

at Work and the OECD Guidelines for Multinational Enterprises (MNEs) in UBS stewardship
documents. These are important guiding frameworks to hold portfolio companies to with regards
to fundamental labour rights.

CWC SECRETARIAT RECOMMENDATIONS:
Stewardship Framework

UBS’s stewardship framework attempts to implement a double-materiality perspective
that is conducive to holding companies accountable on labour rights. We are
encouraged by elements of UBS's stewardship framework, such as the importance

it places on breaches of the UN Global Compact, its policy on collaborating with
other investors, its consideration of portfolio companies” human rights due diligence
processes and its reference to collective bargaining.

UBS’s stewardship framework could be enhanced by clarifying its expectations of
companies on fundamental labour rights. The manager could draft a standalone
document to lay out expectations around companies and their management of human
and labour right impacts. Those expectations should be underpinned by the ILO
Declaration on Fundamental Principles and Rights at Work and UBS’s (and company)
responsibilities under the OECD Guidelines for MNEs. The expectations could indicate
how UBS intends to escalate engagements to address egregious cases of workers’
rights violations when (1) ILO fundamental labour rights violations go unaddressed by
management within 12 months or (2) when the company has refused to participate
in mediation offered by a National Contact Point (NCP) under the OECD Guidelines
for MNEs. This would reduce the ambiguity related to UBS’s current approach of
engaging with companies that are (or are at risk of) causing adverse impacts “where
appropriate”.

Moreover, we encourage UBS to disclose the list of companies that have been excluded
from portfolios based on insufficient progress during UBS-led engagements on ESG
(including human rights) issues. This list could be disclosed on the stewardship
website as opposed to the disclosures of individual UBS funds.

There is no explicit
mention of the

ILO Declaration on
Fundamental Principles
and Rights at Work and
the OECD Guidelines

for Multinational
Enterprises (MNEs) in UBS

stewardship documents.



https://www.ilo.org/declaration/lang--en/index.htm
https://www.ilo.org/declaration/lang--en/index.htm
https://www.oecd.org/corporate/mne/

Committee on Workers” Capital (CWC) | Opportunities to Reinforce Fundamental Labour Rights in UBS’s Investment Stewardship

V. Stewardship Practices:
Shareholder Engagement and Proxy Voting

To evaluate the asset manager's commitment to its responsible investment policies,
this section analyzes how UBS’ active ownership practices align with its stated polices.
It includes case studies and examples from global trade unions as it relates to holding
portfolio companies accountable to upholding fundamental labour rights through
engagement and proxy voting.

A. Shareholder Engagement

The CWC reports identify companies where trade unions have raised labour rights
violations and scans asset manager reports for any disclosures on engagements. This
provides us with insight into the application of a manager’s stewardship framework.

Of the 429 engagements that UBS conducted with 277 companies over the course
of 2020, more than a quarter (24%) touched on human capital management and
labour standards.? In describing one example of a human capital management-
focused engagement with an unnamed company, UBS indicates that progress is
reflected in strengthening relationships with local trade unions and commits to
monitoring developments on dialogue with international workers’ representations.?
This acknowledgement that positive relationships with trade unions are integral to a
company'’s performance on social issues is welcomed.

In addition, approximately 24 engagement meetings (6% of total engagements)
organized by UBS last year were focused solely on controversies where there has been
a serious breach of the UN Global Compact.*® Engagements under this stream included
dialogues with Vale (following the Brumadinho tailings dam failure in 2019), Petrobas
(for a corruption scandal associated with Lava Jato in 2014) and Rio Tinto (for the
destruction of cultural heritage at Juukan Gorge, Australia in 2020).3* None of the
examples that UBS provided touch on instances of labour rights violations.

In its annual stewardship report, UBS discloses the list of companies engaged on a
yearly-basis but provides few details on which topics the engagements address aside
from case studies. This level of disclosure is inferior to peers such as BlackRock, which
discloses engagement case studies and company names in quarterly stewardship reports
and list broad topic areas. UBS could thus improve practices by increasing the pace of
its disclosures and adding company specific engagement information.

In 2020, UBS reported engagements with two out of four companies where CWC

participant trade unions identified violations of fundamental labour rights. However, it is

unclear which topics were raised in these engagements (see Table 2).

Approximately 24 engagement
meetings (6% of total
engagements) organized by UBS
last year were focused solely on
controversies where there has been
a serious breach of the UN Global

Compact.
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TABLE 2: UBS ENGAGEMENTS WITH COMPANIES FLAGGED BY CWC PARTICIPANT TRADE
UNIONS FOR VIOLATIONS OF FUNDAMENTAL LABOUR RIGHTS

UBS
engagement
reported
Company Ownership Impacts to workers’ rights (topic not
(country HQ) stake raised by CWC participants disclosed)
Amazon.com 0.43% Employee concerns regarding workplace health and YES
Inc. (USA) safety at the beginning of the COVID pandemic,*?
labour disputes in US, UK and European warehouses,3
and an anti-union campaign in the US.3* The latter
is summarized in a CWC Statement for Investors on
the Union Election at Amazon’s Facility in Bessemer,
Alabama.®
Teleperformance 0.49% OECD National contact point complaint filed by UNI YES
(France) regarding retaliation and unsafe practices linked to
covid-19 in call centers in various countries. The NCP
announced the formal admissibility of the referral and
has begun its assessment.3®
XPO Logistics 0.30% Concerns regarding labour standards, alleged employee NO
Inc. (USA) misclassification and freedom of association.*’
Holcim 1.74% OECD national contact point complaint filed by NO
(Switzerland) the Buildings and Woodworkers’ International on
replacement of employees with subcontractors in the
Philippines.®®

Photo by Tima Miroshnichenko [ff@m Pe <
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MOVING FORWARD:

SECTORS ON WATCH BY GLOBAL TRADE UNIONS
FOR LABOUR RIGHTS VIOLATIONS

The following thematic areas have been identified by global trade unions as high-risk
sectors for violations of fundamental labour rights. UBS stands apart from its peers in
its willingness to adopt a formal policy to participate in collaborative engagements.
The following engagements are opportunities for UBS to demonstrate commitment to
fundamental labour rights in investment stewardship:

LONG-TERM CARE

COVID-19 has highlighted workforce risks in the long-term care system. Lax health and
safety standards, under-staffing, low wages and temporary contracts have contributed
to surging COVID-19 deaths in nursing homes.>* More than 100 investors with $3.35
trillion in assets under management signed a statement issued by UNI Global Union that
voiced expectations for labour standards in the sector. The CWC urges UBS to join this
initiative and enter into a dialogue with UNI Global Union about effective engagement
with the sector.

STRANDED AT SEA

Over 400,000 seafarers have been stranded at sea, and are prevented by national COVID-19
restrictions from disembarking commercial vessels to be relieved by replacement crews.
Some seafarers have been at sea for over 18 months. The International Transport Workers’
Federation highlighted in 2020 how crews are effectively facing a situation of forced
labour as they are made to work long after their legal contracts have ended.*® The CWC
urges UBS to join a collaborative engagement led by Fidelity International to advocate
for policy changes.“

PREPARING FOR A JUST TRANSITION

The just transition is increasingly acknowledged as an essential component of a
successful shift to a carbon-neutral economy.*? The ITUC's Just Transition Center has
highlighted the key role of investors to ensure that investee companies integrate social
considerations to their climate strategies. This includes a plan to ensure social dialogue
with workers as the centerpiece of developing and implementing a just transition plan.*
While UBS has engaged with companies such as BP on a just transition to the low carbon
economy in 2020,% its climate programme* could benefit from better alignment with the
International Labour Organizations (ILO) Just Transition Guidelines.“® These guidelines
on international labour standards offer a robust framework to secure workers’ rights and
livelihoods when economies are shifting to a carbon-neutral economy.*



https://www.uniglobalunion.org/sites/default/files/imce/investor_ltc_statement_100_signatories_.pdf
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B) Proxy Voting

UBS's proxy voting guidelines state that the manager will support shareholder proposals
that are “reasonable”, “well-framed”, and “promote good corporate citizenship [...], UBS voted in alignment
while enhancing long-term shareholder and stakeholder value,” including proposals
that refer to human capital management and supply chain labour standards.*® The
guidelines do not indicate how UBS will vote on shareholder resolutions that relate to recommendations on 83% of the
the ILO fundamental labour rights within a company’s workforce. 18 votes tracked in 2021

with CWC participant vote

UBS's proxy voting record discloses valuable and timely information to stakeholders,

including its rationale for supporting shareholder proposals. During the 2020 proxy
season, it voted against management in 17% of the 115,000 resolutions it voted
on and it showed support for ESG focused shareholder proposals.*® For example, UBS
supported 68% of the 171 shareholder proposals focused on social issues in 2020.%°

UBS voted in alignment with CWC participant vote recommendations on 83% of the 18
votes tracked in 2021 (see table 3 and 4). This included votes against management
on the election of directors or the approval of executive compensation packages. It
supported shareholder resolutions that addressed executive compensation strategies,
the separation of Chairman and CEO, lack of transparency on company lobbying, racial
justice goals, and gender/racial pay gaps. The manager was generally supportive of
shareholder proposals that request reports on specific issues provided they are not
“overly demanding.”®* The three resolutions that were supported by CWC supported
and which UBS did not support requested a report on the pay disparities between
executives and other employees.

TABLE 3: UBS VOTE ON MANAGEMENT PROPOSALS WHERE CWC PARTICIPANTS ISSUED SPECIFIC RECOMMENDATIONS

CWC-
supported
Item Meeting recom-
Company (country HQ) Proposal subject # date mendation UBS vote
Chartwell Retirement Elect Director Michael D.
Residences (Canada) Harris. BIW  5/20/2021 WITHHOLD

Elect Director Enrique

McDonald’s (USA) Hernandez Jr.

le 5/20/2021 AGAINST

Approve Compensation of CEQ

XPO Logistics (USA) Bradley Jacobs

3 5/11/2021 AGAINST



https://share.ca/2021-april-chartwell-bod-accountability/?hilite=%27chartwell%27
https://www.sec.gov/Archives/edgar/data/0000063908/000137773921000039/shletter.htm
https://www.sec.gov/Archives/edgar/data/919788/000091978821000004/shareholderletter.htm
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TABLE 4: UBS VOTE ON SHAREHOLDER RESOLUTIONS FILED BY CWC PARTICIPANTS

Company (country HQ)
Bank of America (USA)

Charter Communications
(USA)

Chartwell Retirement
Residences (Canada)

GEO Group (USA)

Intel (USA)

Loblaws (Canada)

Marathon Petroleum (USA)

Southern Copper
Corporation (USA)

TMX Group Ltd (Canada)

Walmart (USA)
XPO Logistics (USA)

XPO Logistics (USA)

3M Company (USA)

Mondelez International
(USA)

TIX Companies (USA)

Proposal subject

Racial Equity Audit

Corporate Political Spending
Disclosure

Disclose Workforce Metrics and
Oversight

Corporate Political Spending
Disclosure

Report on Gender and Racial
Pay Gaps

Report on Board Oversight of
'Hero Pay'

Accelerated Vesting of Equity
Awards

Appoint an Independent Chair

Address Indigenous Relations
and Reconciliation

Racial Justice Goals and
Starting Wages

Appoint an Independent Chair

Acceleration of Executive
Equity Awards

Consider Pay Disparity
Between Executives and Other
Employees

Consider Employee Pay in
Setting CEO Pay

Consider Employee Pay in
Setting CEO Pay

Item Meeting

#
8

B1

B1

date
4/20/2021

4/27/2021

5/20/2021

4/28/2021

5/13/2021

5/06/2021

7/28/2021

5/28,/2021

5/12/2021

6,/02/2021

5/11/2021

5/11/2021

5/11/2021

5/19/2021

6/08/2021

CWC-
supported
recom-
mendation

FOR

-
-

-
-

-
P~

-
-

b
-

FOR

UBS vote

AGAINST

AGAINST

AGAINST
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https://www.sec.gov/Archives/edgar/data/1091667/000121465921003557/j329211px14a6g.htm
https://share.ca/2021-april-chartwell-bod-accountability/?hilite=%27chartwell%27
https://www.sec.gov/Archives/edgar/data/923796/000121465921004072/p49211px14a6g.htm
https://d3n8a8pro7vhmx.cloudfront.net/bcgeu/pages/896/attachments/original/1618854724/2021_Loblaw_Shareholder_Proposal_-_online.pdf?1618854724
https://www.workerscapital.org/investor-brief-grupo-mexico
https://reconciliationandinvestment.ca/2021/04/23/proxy-alert-tmx-group-reconciliation/
https://ccsn-rcic.ca/wp-content/uploads/2021/05/2021-05-03-Proxy-Bulletin-2021-V4.pdf
https://www.sec.gov/Archives/edgar/data/919788/000091978821000004/shareholderletter.htm
https://www.sec.gov/Archives/edgar/data/919788/000091978821000004/shareholderletter.htm
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Case Study: w

Voting for Employee Representation on the Board

UBS could make significant improvements in its proxy voting practice by supporting
employee representation on corporate boards. Worker representation on corporate boards is
common in several European jurisdictions and it can contribute to more balanced corporate
strategies.” Importantly, when supported by conditions that include a unionized labour
market and robust democratic processes, employee representation can elevate workers’
collective voice.>® Research has also suggested that worker representation on boards

can foster the consideration of stakeholder interests that may be critical to a company’s
success.>

Employee representation on boards is receiving more attention in corporate governance
forums, bolstered by the Business Roundtable Statement on the Purpose of a Corporation®®
and broader support for the principles of stakeholder capitalism. The recent UN Working
Group on Business and Human Rights report, Taking stock of investor implementation of the
UN Guiding Principles on Business and Human Rights, recommends that investors engage
portfolio companies in:

“Elevating stakeholder voice and perspectives in corporate governance and ownership
structures, such as by reserving board seats for employees, promoting opportunities
for employee ownership and supporting the adoption constituency statutes and
reforms of corporate ownership law"®®

UBS’s proxy voting guidelines outline that “where local market practices require [it]

will generally support the appointment of employee representatives to the Board.”®’

One shortcoming is that this support for employee representation does not extend to
shareholder resolutions in jurisdictions where it is not required. For example, in the

United States, UBS voted against all (13) shareholder proposals identified by the CWC that
encouraged employee representation on the Boards of Director in 2020. Then in 2021, it
has supported two of the six resolutions on employee representation on board identified by
the CWC over the first and second quarters.

12
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TABLE 5: UBS VOTE ON US SHAREHOLDER PROPOSALS REGARDING EMPLOYEE REPRESENTATION IN 2020/2021%8

Company
AT&T

The Chemours Company

Square

Walmart

Boston Scientific
Corporation

Badger Meter

Dupont De Nemours
IDEX

Stryker
Fedex

Automatic Data
Processing

Microsoft

WD-40

Citigroup Inc.

Walt Disney Company

Starbucks Corporation

Woodward Inc.

Amazon Inc.

Wal-Mart

Proposal subject

Approve Nomination of Employee Representative Director

Establish Board Advisory Position

Report on Non-Management Employee Representation on the
Board of Directors

Adopt Policy to Include Hourly Associates as Director Candidates

Report on Non-Management Employee Representation on the
Board of Directors

Report on Non-Management Employee Representation on the
Board of Directors

Approve Creation of an Employee Board Advisory Position
Report on Employee Representation on the Board of Directors

Report on Non-Management Employee Representation on the
Board of Directors

Report on Employee Representation on the Board of Directors

Report on Non-Management Employee Representation on the
Board of Directors

Report on Employee Representation on the Board of Directors

Adopt a Policy to Include Non-Management Employees as
Prospective Director Candidates

Adopt a Policy to Include Non-Management Employees as
Prospective Director Candidates

Adopt a Policy to Include Non-Management Employees as
Prospective Director Candidates

Adopt a Policy to Include Non-Management Employees as
Prospective Director Candidates

Adopt a Policy to Include Non-Management Employees as
Prospective Director Candidates

Adopt a Policy to Include Hourly Employees as Director
Candidates

Approve Creation of a Pandemic Workforce Advisory Council

Item #

5

10

Meeting
date

4/24,/2020

4/28/2020

6/16,/2020

6,/03/2020

5/07,/2020

4/24,/2020

5/27/2020
5/07,/2020

5/05/2020

9/21/2020

11/11/2020

12/02/2020

12/08,/2020

4/27/2021

3/09/2021

3/17/2021

1/27/2021

5/26/2021

6,/02/2021

13

UBS vote
AGAINST

AGAINST

AGAINST

AGAINST

AGAINST

AGAINST

AGAINST
AGAINST

AGAINST

AGAINST

AGAINST

AGAINST

AGAINST

AGAINST

AGAINST

AGAINST

AGAINST
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Case Study:
Amazon.com Inc

UBS indicated, in its response to the CWC 2019 asset manager report, that it engages
Amazon broadly on human capital management risks.>* The CWC Secretariat invited UBS

to sign a joint letter led by Swedish investors Folksam and Ohman Fonder on Amazon’s
violations of their workers’ rights to freedom of association and collective bargaining
during the union election in Bessemer, Alabama.®® Despite its commitment to collaborative
engagements, UBS indicated its support of the cause but preference for engaging with
Amazon on a one-on-one basis in a written communication sent to the CWC.%*

At Amazon’s AGM in 2020, UBS voted against shareholder proposals that targeted
improvements in workforce conditions, such as those requesting reports on global
median gender/racial pay gap (Item 10), promotion velocity (Item 13) and viewpoint
discrimination (Item 12).° However, the manager did support some resolutions that
addressed human rights concerns, lobbying practices, and food waste.5

The following year at Amazon’s AGM in 2021, UBS’ proxy voting record largely aligned

with CWC participant vote recommendations. Of the seven shareholder proposals identified
by the CWC that touched on issues related to workers’ rights at Amazon, UBS voted in
favour of five (71% alignment with CWC-vote recommendations). This included support

for proposals requesting additional reporting on gender/racial pay (Item 6), competition
strategy and risk (Item 11), diversity and equity (Item 9), lobbying (Item 13) - and most
notably, a proposal requesting an Alternative Director Candidate Policy (Item 10) affirming
that the “consideration of a wider set of candidates may provide the company with greater
insights into management of the workforce”. Nevertheless, the manager did not support
proposals that requested a mandatory Independent Board Chair policy (Item 5) or a report
on promotion data (Item 7).%

\ -
"m

y Cineberg. Photo taken er#Germﬁ'ﬂy Jan. 27, 2020.
! Shutterstock, Royalty -free stock photo ID: 1640803081
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CWC SECRETARIAT RECOMMENDATIONS:
Stewardship in Public Equities

UBS’s recent engagement practices and proxy voting show increasing alignment with
human rights-based frameworks relative to the prior analysis carried out in 2019. Its
recent record points to shareholder engagements with companies over adverse labour
rights impacts. In proxy voting, the manager showed increasing willingness to vote in
line with CWC participant recommendations.

While it has engaged with a handful of companies of fundamental labour rights issues,
UBS could clarify how it applies its escalation tactics when issues go unresolved over
a reasonable timeframe. For instance, its engagement case study on human capital
practices at a large French company states that it will “continue to monitor any
developments on dialogue with international workers’ representations”, but it fails to
indicate how UBS will escalate should the issues go unresolved.®

UBS could also publicly adopt an expectation that investee companies remain neutral
when workers attempt to exercise freedom of association, a fundamental labour right.
This would send a clear message to investees regarding UBS" commitment to human
rights. This should be accompanied by a commitment to respond to notifications of
workers’ rights violations brought by unions, particularly when there is public evidence
that substantiates allegations (e.g., OECD National contact point statements). This
commitment would make it likelier for UBS to engage with companies in sectors that
are on watch by trade unions.

On proxy voting, the CWC recommends that UBS continue to support shareholder
resolutions on social issues and that it reviews its voting policy and practices related
to shareholder proposals for employee representation on corporate boards, particularly
in a context of increasing acceptance for stakeholder capitalism.

Finally, with regards to disclosure, the manager should align with good practice in
the asset management industry by disclosing the names of companies with whom

it engages and the topics of engagements on a quarterly basis. This would foster

increased public accountability on the part of UBS towards investee companies.
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About the Global Unions’ Committee on Workers’ Capital (CWC)

The Global Unions” Committee on Workers’ Capital (CWC) is an international labour union network for dialogue and action on
the responsible investment of workers’ retirement savings. A joint initiative of the International Trade Union Confederation
(ITUC), the Global Union Federations (GUFs), and the Trade Union Advisory Committee to the OECD (TUAC), the CWC has
brought trade union representatives and worker-nominated trustees from across the world together since 1999. The pension
fund board members who participate in the CWC network oversee the retirement savings of millions of workers.

For more information on the CWC: info@workerscapital.org
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