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t Zevin Asset Management, we build responsible
A investment portfolios for our clients. We then address

risks and create positive social impact by engaging
with portfolio companies. In the third quarter of 2020, we
continued challenging companies for accountability and

positive change on environmental destruction and deforesta-
tion, labor standards, and racial justice.

PROGRESS UPDATE: DEFORESTATION IN THE SUPPLY
CHAIN

Deforestation is a major accelerator of climate change and

a vexing challenge for companies with global food supply
chains. As fires continue to rage around the world, it is impor-
tant to remember that 70 percent of deforestation is linked to
the production of agricultural commodities that end up in the
food products we eat. Climate and anti-deforestation advo-
cates are pressing food producers and food retailers to adopt
tough, 100 percent no-deforestation policies that apply to
their entire supply chains with specific goals for particularly
problematic commodities: beef, wood and pulp, soy, and
palm oil.

As we wrote in an Impact Brief last year, Costco is a major
channel for each of those commodities, but the US retailer
has yet to adopt no-deforestation goals for those supply
chains. For instance, in its sustainability policies, Costco says
that it prefers wood and paper products that carry the Forest
Stewardship Council certification; however, a significant por-
tion of the company’s own-brand paper products use a less
ambitious standard.

In August, to spur action at Costco, we joined with other
investors and co-filed a shareholder proposal urging the
company to set clear, time-bound goals for achieving no-
deforestation in each of its major supply chains. In a Septem-
ber meeting with Costco executives, we stressed that the
company had taken good steps, but risks to Costco’s reputa-
tion were mounting and the time had come for accountable
goals. Costco was also pressed to improve its policies. For
instance, its corporate policy on “Environmental Impacts &
Land Stewardship” contains a clear aspiration that fiber-based
packaging sourcing “should not contribute to deforestation”
but it makes no similar commitment with respect to the other
major commodities referenced above.

RACIAL JUSTICE AND CORPORATE ACCOUNTABILITY

We also re-submitted our shareholder proposal challenging
sustainability, executive compensation, and supply chain
management at Apple. In the wake of the murder of George
Floyd and the Black Lives Matter protests around the country,
Apple joined many other large technology companies in an-
nouncing a financial commitment toward racial justice. CEO
Tim Cook announced an initiative worth $100 million focused
on establishing diverse supplier relationships and improv-
ing inclusion of Black and other underrepresented workers

in Apple’s ranks, in addition to expanding talent pipelines
with historically black colleges and universities (HBCUs). By
early summer, PayPal, Apple, and Alphabet’s YouTube had
committed a combined $730 million to various racial justice
initiatives, and many advocates were justifiably asking how
they would know that the money was being spent in solidar-
ity with their aims. Accountability has been a watch word in
comparing corporate responses to racial injustice.

In the announcement, Cook acknowledged the impor-
tance of accountability and ensuring that the burden of racial
justice and inclusion does not fall on Black communities but
instead rests with those in power. We are taking this opportu-
nity to strengthen our call for Apple to link inclusion initia-
tives (and also progress on human rights on labor standards
in the supply chain) to senior executive compensation awards
each year. As we have written to you before, these common-
sense reforms would advance accountability and progress on
racial justice within Apple and the broader tech sector, and
we'll keep you up to date on progress.

Also in Q3, we wrote to Kroger, Home Depot, and
Verizon, urging further accountability for how racial justice
shows up in their payrolls. Each of these portfolio companies
has a large front-line workforce, which they have called on as
essential workers throughout 2020. However, it is not clear
whether those companies have unaddressed race-based
wage gaps during a pandemic that is disproportionately hit-
ting America’s communities of color. Home Depot was fined
in 2019 for gender pay gaps, and we are pushing each of
these companies to conduct and disclose a comprehensive
pay gap analysis on the basis of gender and race.
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https://www.zevin.com/news-views/deforestation-and-the-investor-dilemma
https://www.theverge.com/2020/6/11/21287999/apple-racial-equity-justice-initiative-amount-cook-lisa-jackson
https://www.bizjournals.com/sanjose/news/2020/06/11/paypal-apple-youtube-racial-justice-pledges.html

IN OTHER NEWS Thanks for reading and sharing. For more on this work and our
broader advocacy, join us on our website, Twitter, and Linked|n.
And please don't hesitate to contact Pat Miguel Tomaino (pat@
zevin.com) with your questions, thoughts, and suggestions.

- We sent a joint investor letter urging the Securities and
Exchange Commission (SEC) to require new company
disclosure that would help us understand how companies
are acting to protect workers, prevent the spread of the
virus, and responsibly use any federal aid they receive in
response to the COVID-19 pandemic.

« Inanegative development also at the SEC, in September
the body narrowly voted to severely restrict the right
of investors to file shareholder proposals. As you know,
shareholder proposals are a key tool to press companies
toward change on climate change, human rights, and ra-
cial justice. Conservative commissioners regrettably caved
to short-term corporate interests and against shareholder
rights. However, the changes will be phased in over 2
years, they are reversible under a new administration, and
we will be able to plot our way forward using all the tools
in our arsenal. Watch this space for policy updates.

«  We wrote to Colgate Palmolive and the drug maker
AbbVie urging those companies to tie sustainability
initiatives and key environmental and social metrics to
executive compensation packages.

DISCLOSURES: Registration with the SEC should not be construed as an endorsement or an indicator of investment skill, acumen or experience. Investments in securities
are not insured, protected or guaranteed and may result in loss of income and/or principal. This communication may include opinions and forward-looking statements. All
statements other than statements of historical fact are opinions and/or forward-looking statements (including words such as “believe,”“estimate,” “anticipate,”“may," “will,"
“should,” and “expect”). Although we believe that the beliefs and expectations reflected in such forward-looking statements are reasonable, we can give no assurance that
such beliefs and expectations will prove to be correct. Various factors could cause actual results or performance to differ materially from those discussed in such forward-
looking statements.Unless stated otherwise, any mention of specific securities or investments is for hypothetical and illustrative purposes only. Zevin Asset Management'’s
clients may or may not hold the securities discussed in their portfolios. Zevin Asset Management makes no representations that any of the securities discussed have been

or will be profitable.
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