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This report contains a summary of the responsible 
ownership activities undertaken by EOS on behalf of its 
clients. It covers significant themes that have informed 
some of our intensive engagements with companies 
in Q3 2012. The report also provides information on our 
voting decisions and the steps we have taken to promote 
global best practice, improvements in public policy and 
collaborative work with other shareholders.
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What is EOS?
Hermes Equity Ownership Services  
(EOS) helps institutional shareowners 
around the world to meet their fiduciary 
responsibilities and become active 
owners of public companies. EOS’ team  
of engagement and voting specialists 
monitors its clients’ investments  
in companies and intervenes where 
necessary with the aim of improving 
performance. EOS’ activities are based  
on the premise that companies with 
informed and involved shareholders are 
more likely to achieve superior long-term 
performance than those without.
Through pooling resource with other like-
minded funds to create a stronger and 
more representative shareholder voice, 
our joint company engagements can be 
more effective. We currently act on behalf 
of 24 investors with roughly 143 bn. USD* 
in Assets under stewardship.

Hermes has the largest stewardship 
resource of any fund manager in the 
world. Our 28 person team includes 
former CEOs and other board members  
of public companies, as well as senior 
strategists, corporate governance 
experts, investment bankers, fund 
managers, lawyers and accountants. 

The depth and breadth of this resource 
reflects our philosophy that ownership 
activities require an integrated and 
skilled approach. Intervention at senior 
management and board director level 
should be carried out by individuals 
with the right skills and with credibility. 
Making realistic and realisable 
demands of companies, informed 
by significant hands-on experience 
of business management and strategy 
setting is critical to the success of 
our engagements. 

Hermes has extensive experience of 
implementing the United Nations’ 
Principles for Responsible Investment 
(UN PRI). EOS’ Chief Executive Colin 
Melvin chaired the committee that drew 
up the original principles and we are 
actively engaged in a variety of work-
streams, through the clearinghouse and 
in the revision of the PRI reporting 
framework. This insight enables EOS 
to help signatories to meet the challenges 
of effective PRI implementation.

*as at 31st of December 2011
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How does EOS work?
EOS uses a proprietary screening  
process to determine which companies 
will benefit from intensive engagement.  
The first element of this screen looks  
at the companies’ ability to create 
shareholder value by comparing the 
weighted average cost of capital with  
cash returns to investors. We then apply 
further screens across a range of other 
metrics including environmental and 
social issues. Finally, we assesses the 
prospects for engagement success. 

The Hermes Responsible Ownership 
Principles set out our basic expectations 
of companies in which our clients invest. 
These cover business strategy, 
communications, financial structure, 
governance and management of social, 
ethical and environmental risks. 
The Principles and their regional 
iterations guide our intervention with 
companies throughout the world. 
Our approach is pragmatic and company 
and market specific, taking into account 
individual company circumstances.

We escalate the intensity of our 
involvement with companies over  
time depending on the nature of the 
challenges they face and the attitude  
of the board towards our intervention. 
Some engagements involve one or two 
meetings over a period of months, 
others are more complex and entail 
multiple meetings with different board 
members over several years.

At any one time there are many 
companies included within our 
engagement programmes, meaning  
that significant additional resources are 
dedicated to these situations. All of our 
engagements are undertaken subject  
to a rigorous initial assessment and 
ongoing review process to ensure that  
we are focusing our efforts where they 
can add most value for our clients. 

While we are robust in our dealings with 
companies, the aim is to deliver value  
to clients, not to seek headlines through 
campaigns. These can often undermine 
the trust which would otherwise exist 
between a company and its owners.  
We aim to be honest and open with 
companies about the nature of our 
discussions and will seek to keep such 
discussions private. Not only has this 
proved the most effective way to bring 
about change, it also acts as a protection 
to our clients, so that their position will  
not be misrepresented in the press.

For these reasons, this public report  
does not contain specific details of our 
interactions with companies but aims  
to bring clarity on some of the most 
important issues relevant to responsible 
owners today and EOS’ related activities 
in these areas.

We would be delighted to discuss  
EOS with you in greater detail.

For further information please contact 
Colin Melvin on +44(0)207 680 2251.
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Shareholder communications
Environmental
Social and ethical
Risk management
Business strategy
Governance
Remuneration

Engagement by region 
Over the last quarter we engaged with 151 companies 
on a range of 327 social, environmental and governance 
issues. EOS’ holistic approach to engagement means 
that we will typically engage with companies on more 
than one issue simultaneously. The engagements 
included in these figures are in addition to our 
discussions with companies around voting matters.
North America
We engaged with 17 companies on a 
range of 33 issues over the last quarter.

Emerging & Frontier Markets
We engaged with 26 companies on a 
range of 52 issues over the last quarter.

Asia
We engaged with 33 companies on a 
range of 80 issues over the last quarter.

Europe
We engaged with 25 companies on a 
range of 42 issues over the last quarter.

Australia & New Zealand
We engaged with 17 companies on a 
range of 45 issues over the last quarter.

UK
We engaged with 33 companies on a 
range of 75 issues over the last quarter.

Global
We engaged with 151 companies on a 
range of 327 issues over the last quarter.
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Engagement by issue 
A summary of the 327 issues on which we engaged 
with companies over the last quarter is shown below.

Other engagement 
Remuneration featured in 20% of our 
engagements over the last quarter.

Risk management featured  
in 9% of our engagements  
over the last quarter.

Shareholder communications 
featured in 3% of our engagements 
over the last quarter.

Social and ethical
Social and ethical issues featured  
in 18% of our global engagements  
over the last quarter.

Governance
Governance issues featured in  
27% of our global engagements  
over the last quarter.

Environmental
Environmental issues featured  
in 10% of our global engagements  
over the last quarter.

Business strategy
Business strategy issues featured  
in 13% of our global engagements  
over the last quarter.
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Employee relations
Community relations
Health and safety
Supply chain (inc child/other labour issues)
Operations in troubled regions
Corporate culture
Munitions manufacture
Access to medicines/clinical trials
Political risk management
Bribery and corruption
Other social & ethical

Climate change/carbon intensity
Water stress
Forestry
Biodiversity
Other environmental

Accounting or auditing issues
Board structure
Committee structure
Related party transactions
Succession planning
Poison pill
Separation chair/CEO
Other governance

Business strategy
Returns to shareholders
Capital structure
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Statistics
Number of companies engaged with  
on strategic matters this quarter: 40

North America 4

Asia 19

Australia and New Zealand 0

Emerging and Frontier Markets 6

Europe 4

UK 7

Number of significant steps forward  
in strategic/governance engagements  
this quarter:  37

North America 10

Asia 4

Australia and New Zealand 0

Emerging and Frontier Markets 13

Europe 5

UK 5

Overview
EOS’ holistic approach to engagement combines discussions 
on business strategy and risk management, including 
social and ethical risks, with structural governance issues. 
Our engagements fill the gap left by the investment industry’s 
tendency to focus on the short-term. The result of this 
tendency is that management too often goes unchallenged in 
its approach to the long-term future of its business and there 
is minimal pressure for change. EOS assesses and engages 
with underperforming companies from a long-term 
perspective, asking questions which encourage management 
and boards to think afresh to overturn long-running periods 
of underperformance. This proven approach is often 
successful in adding value or ending destruction of value. 

Business strategy is also a key feature of other engagements 
such as those highlighted elsewhere in this report. We are 
generally most successful in achieving change on 
environmental, social and other matters where we lead the 
conversation from a business perspective and focus on these 
issues as risks to the company’s strategic positioning. 
Companies can become locked into historic patterns where 
they are overdue for refreshment and new perspectives on the 
board. Injecting new thinking at the head of the company – 
an independent chair or change of CEO – is frequently the key 
to unlocking change and driving renewed operational 
performance, creating long-term value for shareholders. 

Engagements on governance and business strategy may 
require a series of meetings over months and years. It takes 
time for board changes to generate the business and 
strategic changes which improve long-term performance.

Many of EOS’ most successful engagements combine 
discussions of business strategy and structural 
governance issues.

Business strategy and board structure
Strategic engagements

Examples of successful engagements 
We spoke with executives from a North American conglomerate 
to test the effectiveness of its governance structures. We tested 
the company on two new recent additions to its board in order 
to gain a better understanding of the skill-set and anticipated 
contribution they will bring. We have previously encouraged the 
company to consider enhancing both the financial and 
international expertise on its board and are pleased that the two 
newly appointed directors bring extensive such experience. 
Despite this positive step, we questioned the size of the board, 
which has swelled to 18 directors, and discussed a process for 
shrinking it over time. We pressed for details about the newly 
formed board risk committee which has been tasked with 
enhancing oversight of a particular area of the business and 
welcomed the board’s stronger approach to this business. 
We challenged the company to demonstrate how its board 
operates in practice in order to examine the effectiveness of the 
current leadership structure in providing appropriate 
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independent oversight and accountability. We had previously 
expressed our desire to see the roles of CEO and chair 
separated, although we agreed that the shift could occur 
gradually provided a sufficiently robust independent lead 
director and board is in place in the interim. Despite some 
positive insights into the current workings and dynamics of the 
board, we continued to advocate that the board remain open 
to splitting the roles upon the succession of the current CEO. 

We met with the chair of the remuneration committee of a 
Japanese electronics company at the firm’s Tokyo headquarters 
in order to progress our discussion on corporate governance 
and strategy. It is exceptional for a shareholder to be able to 
access an independent director in Japan so this marks a major 
step forward in our engagement. We queried the company’s 
rationale for retaining its former CEO as chair and expressed 
concerns that this might limit the scope of the new CEO to 
implement critical reforms to the business. We gained insight 
into the former CEO’s ongoing importance to the entertainment 
business, but won assurances that he no longer has any 
executive functions so that the new CEO is not hampered.  
We gained further reassurances that the speed of decision-
making has improved since the change of management and 
that there are signs of positive momentum in the business. 
While we were pleased to have gained further assurances 
on remuneration structures, we pressed the remuneration 
committee chair to enhance the level and quality of disclosure  
so as to be more accountable to shareholders.

We met with the chair of the minority shareholder committee 
at a bank in the Emerging Markets and were invited to become 
a member of the committee, in order to represent international 
investors and to make recommendations to the board.  
The committee meets on a monthly basis and is currently 
composed of six members. The committee’s most important 
project over the coming months will be to present a list of 
independent candidates for election to the board at the May 
AGM. As well as proposing potential candidates, EOS was also 
asked to lead international minority shareholders in this 
endeavour and help garner support for the election of 
independent candidates among other institutional investors. 
Directors in the country are elected by cumulative voting and 
in order to ensure the election of an independent director, 
around 6% of the votes are needed.

We met with the chair of the governance and nomination 
committee of a European financial institution. We discussed the 
composition and functioning of the board and challenged what 
in our view is the chair’s excessive satisfaction with current 
structures and processes given the performance of the bank 
and specific dysfunctions, such as that in the management of 
human resources. We gained reassurance on the quality of the 
board but pressed for more formal nomination and evaluation 
processes. We also questioned the need for the presence of 
a non-voting director who is systematically absent from board 

meetings and nominated for historical reasons that could not 
be specified. Despite previous commitments to us from the 
chair, vice-chair and secretary of the board that the governance 
structure would be thoroughly reviewed by 2015, the chair of the 
governance committee strongly argued in favour of continuing 
to combine the roles of chair and CEO. He first dismissed 
a recent related shareholders’ resolution which gained 
25% support, but then acknowledged our strong concerns. 
We agreed to continue our dialogue to arrive at an unbiased 
assessment of the governance structure. 

We met with the new chair of a UK insurance company to 
discuss a number of his priorities on the board, in particular 
the qualities he will be looking for in forthcoming non-executive 
appointments. We queried the challenges in finding the right 
candidates given the clear difficulties the company faced when 
looking for its chair and received some assurances that due 
to these roles being both less demanding on time and requiring 
a different skill-set the pool of candidates remains high calibre. 
He agreed with us that, due to a number of recent incidents 
at the company including the failure of a deal, the board needs 
to make substantial efforts to improve communications with 
shareholders and thus trust. This will include more regular 
interactions with him and the board’s committee chairs in the 
future and we pressed that his communication with investors 
will be key to how the company’s shareholders will judge his 
performance as chair.
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Readers will be familiar with the standard toolkit available to the 
responsible investor: exclusions, investment integration, voting, 
engagement and policy work. One of these - voting - is irrelevant 
in the context of sovereign bonds, and given the nature of the 
issuers of bonds many assume that engagement is impossible. 
This is not necessarily the case, as we discuss below, but the 
nature of the issuers does essentially mean that the difference 
between engagement and policy work disappears. There is thus 
a much reduced set of tools available for investors to use, and 
most of the focus is therefore placed on exclusions and 
integration, with the former the furthest advanced.

Overview
“Blood bonds: Investments in corruption and oppression” 
is an arresting but unattractive title for a paper, a particularly 
unattractive one when that paper alleges that a number 
of funds have made investments of precisely that nature. 
The paper was published in May by DanWatch, a Non-
Governmental Organisation (NGO) which seeks to promote its 
view of more responsible investment by Danish funds, and local 
newspaper Berlingske. But the questions which the paper 
raises are, deliberately, universal. Only some institutional 
investors with an interest in responsible investment are yet 
beginning to have answers to those questions.

As ever, institutional investors will not wish to be prey to every 
issue raised by every NGO. However, when criticisms strike 
home with beneficiaries and clients, or when (as it has occurred 
in Denmark) the government has encouraged greater attention 
to the issues raised, then inevitably funds will need to work 
to develop approaches to those issues.

This article attempts to set out a possible approach to 
responsible investment in government bonds. Inevitably, in  
an asset class where best practice is still developing and in 
many ways is still in its infancy, this cannot represent a finalised 
approach, and certainly does not purport to be definitive. 
However, this is what ‘in our experience’ currently amounts to 
best practice. It benefits from, among other things, our active 
and ongoing participation in the United Nations (UN) backed 
Principles for Responsible Investment (PRI) sovereign fixed 
income working group, whose face to face meeting we were 
pleased to host in July 2012.

Best practices in responsible investment in the sovereign 
fixed income asset class are still developing. This article 
sets out our current understanding of best in class 
approaches in the area.

Investing responsibly in sovereign bonds
Dealing with the challenges of responsible investment in a major asset class

‘The nature of the issuers 
essentially means that the 
difference between 
engagement and policy work 
disappears. There is thus 
a much reduced set of tools 
available for responsible 
investors to use, and most 
of the focus is placed on 
exclusions and integration.’
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There are a number of reports and considerations which might 
form a basis for exclusions. The DanWatch report identified 
eight problematic African countries using only two criteria, 
which some have suggested were somewhat arbitrary: the 
Transparency International corruption perception index, and the 
Freedom House freedom index, targeting, so DanWatch puts it, 
investments in regimes which are potentially corrupt and 
abusive of human rights. It is not apparent why the study 
focused solely on Africa nor on these eight countries, ignoring 
lower-rated states. 

Interestingly, we had in place a simple screening tool for a client, 
identifying those countries subject to UN and/or European Union 
sanctions where the sanctions regimes were not merely historic 
artefacts and where we believed that the client should formally 
consider whether it wanted exposure to those regimes. We 
applied intelligence and judgement to this list, including regimes 
with questionable human rights and corruption records even 
where the sanctions were largely in relation to historic 
leadership. This screening tool captured some of the eight 
countries which DanWatch identified as problematic, as well 
as the four countries which their report notes have lower scores 
than any of the eight it does focus on.

We recognise that, though it applies appropriate judgement,  
this approach is not yet as broad and robust as it might be.  
The developing best in class approach would be to combine this 
intelligent understanding of sanctions with a broader set of 
assessments based on broader norms. Different clients will 
have different concerns acting as drivers within such a 
framework, with some emphasising indiscriminate weapons, 
some with greater concerns about human rights or corruption, 
and some with more bespoke concerns such as press freedom. 
In some cases the framing provided by the banner issues of the 
UN Global Compact may assist by linking their approach to 
sovereign bonds with that for corporate risks. We are seeking 
to assist in the development of such tools.

Integration essentially relies on developing considerations of 
which Environmental, Social and Governance (ESG) factors will 
have an impact on sovereign bond returns over the long run, 
understanding these factors at the level of the nation-state.  
This is an area where considerable work is going on, and so far 
has been the major focus for the PRI’s working group – which 
has worked to develop case studies and statistical analyses that 
identify where key ESG risks have had important influences 
on the sustainability of regimes and of their ability to continue 
to fund their financial commitments.

Amongst the factors that we believe may be relevant to integrate 
are the following, in no particular order. Under the 
Environmental banner: climate change sensitivity and 
adaptability; water intensity and potential shortages; carbon 
intensity of the economy; general environmental pollution; 
and land use intensity and flexibility. Regarding Social issues: 
human rights protections and abuse; labour rights and 
protections; business integrity and corruption. And with respect 
to Governance issues: rule of law; ease of doing business; 
consistency and reliability of regulation; and property rights 
protections. All of these (and other) factors seem likely to us 
to impact a country’s long-term capacity to finance its liabilities.

There are a number of research houses which provide ESG 
ratings for countries using these sorts of metrics. The challenge 
for asset owners then is to encourage their fund managers to 
consider and where relevant integrate these factors into their 
decision-making, whether on an ‘all-other-things-being-equal’ 
basis or by requiring a more active integration. Developing 
benchmarks which reflect some of these issues would assist  
in encouraging this integration or at least allow a richer 
assessment of fund manager performance.

A further way to bolster integration strays into the area of 
engagement, for one main route to ensure that longer-term 
factors are included in sovereign bond assessments would be 
for the ratings agencies to build them into their models. We have 
had some conversations with ratings agencies along these lines 
and a forthcoming task of the PRI working group is to take this 
forwards collectively. There is also, in spite of the obvious 
challenges, some scope for engagement with the issuers of 
sovereign bonds. For example, many responsible investors 
already look to engage with governments on their climate 
change policies. Typically this is done from their perspective as 
investors in companies and assets in that country, but it is only 
a small extension to make the link to the overall sustainability 
of government finances and concerns as investors in sovereign 
bonds. Leading countries already have processes to tap the 
views of the key buyers of their bonds, and so are seeking to be 
open to appropriate influence. Of all the emerging areas in the 
field of responsible investment in sovereign bonds, this in 
particular is an area of developing practice, but there is much 
less difficulty in carrying this work forwards than many tend  
to assume.
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Since 2009 EOS has led a collaborative engagement effort along 
with members of the United Nations (UN) backed Principles for 
Responsible Investment (PRI) targeting major electronics 
companies in North America, Europe, and Japan on the issue 
of minerals sourcing from the DRC. 

The three main minerals in question are tin, tantalum, and 
tungsten, which are used in nearly all types of electronics products 
including mobile phones, MP3 players and laptop computers. 

The DRC has been the scene of some of the deadliest conflict 
since World War II. It remains amongst the most dangerous 
places in the world to live, in significant part because of the 
international demand for minerals found in the eastern Congo. 
Whilst eastern Congo is a complex crisis — fuelled by tensions 
over land, rights, identity, regional power struggles and the 
fundamental weaknesses of Congo as a state — the trade in 
conflict minerals remains one of the key drivers of the conflict. 
The same armed groups that reap enormous profits from the 
mineral trade in eastern Congo regularly commit human rights 
abuses as they jockey to control the region’s most valuable 
mines, transportation routes, and opportunities to impose 

Overview
Over the past several years Hermes Equity Ownership Services 
(EOS) has undertaken a programme of engagement with 
electronics companies on the issue of minerals sourcing from 
the eastern regions of the Democratic Republic of Congo (DRC). 

This engagement was prompted by concerns over the 
continuing link between multinational corporations which 
source minerals mined in the war-torn DRC and armed rebel 
groups responsible for human rights violations. 

So called ‘conflict minerals’ can turn up in a wide array of 
electronic products such as smart phones, MP3 players, and 
laptop computers amongst others. Consumers in the United 
States, Europe and Asia are the ultimate end-users of these 
conflict minerals and are inadvertently fuelling the war in the 
DRC through the purchase of these electronics products.  
We believe that the use of conflict minerals in these products 
can result in significant reputational risks. EOS has engaged 
with global consumer electronics companies to ensure that 
their policies on supply chains are transparent and sufficiently 
robust to address these risks. 

For more than a century, the Democratic Republic of  
the Congo has been plagued by regional conflict and  
a deadly scramble for its vast natural resources.  
The majority of these minerals eventually wind up in 
electronic devices such as cell phones, portable music 
players, and computers. 

Conflict Minerals
Smart phones and crimes against humanity: Addressing the use 
of conflict minerals in the electronics industry.

‘Clearly any link in a 
company’s supply chain 
which has the potential 
to facilitate the breach of 
fundamental human rights 
is not only unacceptable 
as a matter of policy and 
principle but also is 
damaging to a company’s 
reputation and the value 
of our clients’ investment.’
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extortionary ‘taxes’ on those involved in this trade. This violence 
is also hampering the establishment of civil society in the region 
and ensures local people remain in poverty. While it is difficult 
to determine the full extent to which militia groups profit from 
these minerals it has been estimated that in 2008 alone armed 
groups in the Congo earned approximately US$185 million from 
the trade. 

The link between armed groups and the mineral trade has been 
well documented by numerous international organisations, 
including the UN. The UN panel recommended due diligence 
in the international minerals supply chain as an effective 
strategy to cut off support to the Congolese rebels derived from 
these mining activities.

Since the launch of this initiative, EOS has encouraged 
electronics companies to play a significant role in combating the 
trade in conflict minerals in eastern Congo. Initiatives include 
publicly disclosing their supply chains for components 
containing tin, tantalum and tungsten and by working with 
relevant organisation and industry peers. This collaboration 
would encourage the development of robust and internationally 
accepted mechanisms to verify the origin of these minerals and 
promote responsible and sustainable mining practices.

Our efforts received a significant positive boost in August 2012. 
The United States Securities and Exchange Commission (SEC) 
adopted a final rule implementing disclosure and reporting 
requirements regarding the use of conflict minerals from 
the DRC. This rule is part of reforms introduced under the 
Dodd-Frank Wall Street Reform and Consumer Protection Act. 
The legislation requires disclosure by companies that use gold, 
tin, tantalum and tungsten in their products to determine 
whether such metals originate from particular mines in the 
DRC or adjoining countries. 

Throughout the rule-making process we have worked with the 
SEC as part of a multi-stakeholder network. This network 
comprised of a diverse mix of organisations, including issuers 
from several industrial sectors, socially responsible, and 
faith-based investors, and non-governmental organisations.

The issuance of this new rule is a significant milestone in our 
collective efforts to eliminate the link between violence and 
human rights abuses and the mineral trade in the DRC and 
surrounding countries. This rule will also allow investors to 
evaluate the efforts of companies in other industries ranging from 
auto parts to retailers and jewellers, to identify and eliminate the 
use of conflict minerals in their supply chains as well. 

Clearly any link in a company’s supply chain which has the 
potential to facilitate the breach of fundamental human rights 
is not only unacceptable as a matter of policy and principle but 
is also damaging to a company’s reputation and the value of our 
clients’ investment. We commend the significant positive steps 
taken by industry, governments and investors alike to address 
this serious issue and will continue to support collaborative 
efforts aimed at furthering the elimination of conflict minerals 
from global supply chains.
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EOS has categorised engagement on health and safety risks with 
mining companies into the following three issues: fatalities, 
injuries and occupational illness; board oversight and corporate 
governance culture; and health and environmental impacts on 
the local community. We engage with mining companies across 
the world, including in Australia, Canada, China, Germany, India, 
Indonesia, Poland, Russia, South Africa and the United States  
of America. 

Overview
Health and safety risks are a a global challenge for mining 
companies. Despite the implementation of comprehensive 
health and safety management systems by companies 
across the mining and metals industry, actual and potentially 
fatal events continue to occur with unacceptable frequency. 
As a result, EOS engages with mining companies globally 
to encourage the improvement of safety performance and 
to minimize health risks throughout operations. 

EOS understands that, given various level of enforcement and 
the consequences of the regulations and laws, the severity of 
the health and safety problems vary by region. Mines in 
certain regions receive greater attention on health and safety 
risk management from their investors and from regulators 
than others. For example, the Chinese coal mining industry’s 
record on accidents and deaths is well documented, reported 
and discussed. Tragic accidents constantly appear in the 
headlines of global and local press. Two explosions at the 
Raspadskaya coal mine, which killed 67 miners, injured 134 
and left 23 missing, meanwhile indicate that the health and 
safety risks in Russia are potentially also severe. 

EOS’s engagement with mining companies aims to help 
reduce such events and to encourage the continuous 
improvement of existing safety and risk management 
systems. Through efficient management systems, EOS 
encourages companies to foster a safe and healthy working 
environment as well as to reduce fatalities, injury rates, 
occupational illnesses and the number of accidents.

Hermes Equity Ownership Services (EOS) engages  
with mining companies across the world to ensure the 
efficient management of health and safety and other 
sustainability risks. It seeks to encourage a corporate 
culture where employees’ safety is protected, to minimize 
overall health and safety risks, and to enhance 
shareholder value.

Health and Safety in the mining industry 
Enhancing measures and transparency 

Statistics
Number of companies engaged with:  22

Number of companies where  
substantive change sought:  22

Number of these showing progress  
so far:  5
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The objective of our engagement is to encourage mining 
companies to do ‘Zero Harm’ to their personnel or the 
environment and to give appropriate consideration to health  
and safety in the design, operation and maintenance of project 
facilities. Mining companies should provide a safe workplace 
and should strive for the elimination of incidents. We believe the 
greatest gains can be made by preventing accidents and 
occupational illnesses through encouraging workers and 
supervisors to work together in an atmosphere where safety  
is the highest priority.

In our focus on fatalities, injuries and occupational illness, EOS 
believes that companies demonstrating an outstanding safety 
record should have good risk management procedures, well 
trained crews and robust safety empowerment. These are 
integrated into both the workers’ and the supervisors’ internal 
responsibility systems. We believe that the first defensive 
measure against fatal accidents is to prevent them. This means 
ensuring that a company’s personnel receive sufficient training 
and comply with controls identified to manage potential fatal 
risk. Competency assessment and continuous education of 
personnel are crucial to consistently enforce the understanding 
of these controls for the prevention of fatal incidents as well as 
enforcing the responsibility within the programme. Individuals 
at all levels should be held accountable for the implementation 
of fatal risk controls.

Companies should also adopt an effective methodology to prevent 
fatal and accidental risks. We encourage companies to involve 
operational expertise from different levels within the organisation 
in the analyses of fatal and accidental risk. The preventative 
actions should be able to identify potential fatal incidents. 
Assessments should be made to track the completion of the 
actions, to review their effectiveness, to evaluate critical controls 
for fatal and accidental risks and to set appropriate performance 
standards. Planning and budgeting processes should also be 
considered when implementing engineering controls. 

Whilst accidents occur, it is important to conduct investigations 
to understand and analyse the root cause of fatal incidents,  
and the potential root cause for potential high risk incidents.  
The findings of such investigations should be promptly and 
appropriately fed back into the fatality prevention program. 
Importantly, companies should facilitate an open reporting 
culture on their operations and accidents. Some mining 
companies in the Asian emerging markets tend to have 
relatively poor disclosure. We believe that committing to the 
open and transparent sharing of information and collective 
actions on health and safety issues could assist those 
companies striving to do ‘Zero Harm’.

EOS does not only encourage companies to have effective health 
and safety programmes in place, we also encourage company 
boards to be aware of the actual and the potential risks. Board 
leadership in health and safety issues does matter to a 
company’s safety performance. We believe that a board’s active 
and direct participation, underpinned by rigorous oversight 
of health and safety risk management, is vital in achieving 
a company’s goal of a ‘Zero Harm’ working environment. 
Safety leadership must be evidenced and instilled at all levels, 
from the chief executive officer to the broader workforce, 
in order to change human behaviour. A board’s commitment 
to safety performance will motivate and empower workers 
to drive a sustained safety culture within the company.

Lastly, environmental and health impacts are intertwined with 
a local community. We believe companies should carry out 
health and environmental impact assessments on local and 
nearby communities when designing mining projects. Mining 
companies should undertake appropriate measures to mitigate 
potential negative impacts on local and nearby communities and 
to protect the environment, local bio-diversity and broader 
public health. In the event that damage is caused, it could lead  
to financial consequences for companies, which could include 
huge compensation liabilities and could potentially halt the 
operations. For example, EOS had an intensive engagement 
with a major Chinese gold mining company that had an incident 
where waste water leaked into the local ecosystem. The toxic 
elements caused damage to the local ecosystem, which in turn 
caused damage to fishery businesses and to public health,  
due to the presence of toxic elements in drinking water.

EOS continues to engage with mining and metals companies  
to highlight major risks and to encourage them to pursue 
appropriate health and safety programs. The programs should 
be implemented effectively through bottom-up behavioural 
change as well as top-down management. We also continue  
to observe regulatory development in different markets and, 
where necessary, proactively engage with relevant regulators 
on the enhancement of health and safety risk management 
measures for mining operations. 
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Hermes Equity Ownership Services (EOS) engages with 
pharmaceutical companies to encourage a greater focus 
on ethical standards during the pre-research and 
development stages and during the subsequent clinical 
trials stage of drug development. In order to protect the 
rights and welfare of clinical trial participants, we seek to 
engage with the boards of pharmaceutical companies to 
ensure that sustainability risks are appropriately overseen.

Overview
There is a trend among multi-national pharmaceutical 
companies to undertake clinical research in developing 
markets. Given the poor levels of healthcare available in these 
regions EOS is concerned about the potential exploitation of 
vulnerable groups, including the financially vulnerable and the 
illiterate. Such groups may be participating in clinical trials as 
their only means of receiving health care. We have conducted 
engagements on this theme which included a site visit to 
a government hospital in India. During this visit we met with 
clinical trial physicians to gain an understanding of how 
pharmaceutical company policies on pre-research and 
development and clinical trials are implemented in practice. 
EOS has engaged with pharmaceutical companies throughout 
the research and development process, since we are 
concerned that the incentives for clinical trial physicians could 
be misaligned. Added to these concerns is the issue of 
ensuring the integrity of data in the recording of clinical trial 
results to regulators and the disclosure of negative findings. 

Through engagement, EOS aims to ensure that companies 
in the pharmaceutical industry have the necessary monitoring 
responsibilities in place and that they adhere to international 
standards to facilitate a reduction of inappropriate practices. 
EOS impresses on pharmaceutical companies the 
importance of providing additional safeguards when 
conducting clinical trials amongst vulnerable groups. Such 
safeguards are essential to avoid the dangers of exploitation 
and of compromised consent, both of which have been areas 
of controversy in developing markets. 

Whilst some pharmaceutical companies have assured us that 
they adhere to all applicable international standards as well as 
the guidelines of the local drug approval authority, we are not 
convinced that these companies are aware of the specific 
risks and oversight measures that need to be in place. On the 
other hand some companies have well developed processes 
in place which attempt to safeguard against key risks in the 
pre-research and development stages. To underline our 
engagement on these issues, we have focused on the 
recruitment stage of clinical trials, encouraging 
pharmaceutical companies to provide assurance of the 
correct board level oversight. 

Ethics in pharmaceutical companies 
Mitigating the exploitation of vulnerable groups during drug development 
and approval processes.

‘To ensure that population 
groups and communities 
continue to benefit from new 
drugs and that business 
needs are appropriately 
managed, pharmaceutical 
companies should ensure 
appropriate board level 
oversight of pre-research 
and development processes 
as well as clinical trials.’
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A lack of affordable health care in many countries around  
the world means that patients may be expected to pay for  
drugs, tests and medical procedures that they cannot afford. 
The impact of such medical expenses can force patients to sell 
assets, go into debt or even stop essential treatment. 

Clinical data submitted to the European drug regulators to 
secure market approval for new drugs includes data obtained 
from trials in low and middle income countries. Some operators 
of clinical trials in developing countries have faced the criticism 
that they have exploited individuals who do not have access to 
good quality and affordable care, and who may therefore may 
accept offers of clinical trials that potentially provide better 
quality and free treatment. In some developing countries there 
may be a weaker regulatory system that protects clinical trial 
participants. In addition patient consent could be compromised 
by factors such as their medical condition, education levels and 
poverty. These factors could influence patients’ ability to 
understand the risks involved in the clinical trial and could also 
influence their desire to participate. In developing countries 
patients may not question their doctor’s judgement and may be 
easily influenced by their advice. They may also think that refusal 
to follow the doctor’s advice to participate in a trial would affect 
their access to healthcare. We encourage companies to train 
doctors to avoid undue influence and the potential 
misunderstanding that clinical trials are an individual’s only 
treatment option. Instead, the risks involved in being recruited 
for various phases of clinical trials should be explained to 
patients. Doctors should be clear about the varying risks, 
limitations and strengths of different treatment options. 

During our engagements, EOS therefore stresses the 
importance of ensuring appropriate training is provided to the 
physicians running the clinical trials so that factors influencing  
a patient’s judgement can be taken into account. Another 
important risk is the acknowledgement that conflict of interests 
may arise through doctors being given substantial incentives 
to recruit their own patients into clinical trials, such as fees and  
all-expenses paid conferences abroad. This is particularly acute 
when the clinical trial physician is also the patient’s primary 
doctor. Our engagements on this issue have encouraged 
pharmaceutical companies to identify, manage and mitigate 
such conflicts of interest, especially when developing incentives 
to recruit clinical trial participants. 

Since the application of ethical codes can vary across 
geographies, we encourage companies to ensure that clinical 
trials are conducted according to the principles of the declaration 
of Helsinki, local good clinical practice guidelines and the 
assurance that patients are giving prior and informed consent 
before enrolment into a clinical trial. In line with this guidance,  
we expect companies to justify that research is responsive to the 
health needs and priorities of the specific population group or 
community and that there is a reasonable likelihood that the 
specific population group or community could benefit from the 
outcome of the research. Within the clinical trial recruitment 
process we seek to ensure that no payments are made to 
participants which could potentially influence their judgement 
on whether to participate in a clinical trial. Furthermore, we seek 
to ensure that the incentives for recruiters of clinical trial 
participants drive the right type of behaviours and do not focus 
only on the number of participants recruited. In the event that the 
pharmaceutical company operates its trials through a subsidiary, 
we encourage the group wide values, ethics and compliance 
processes to be integrated into the subsidiary and for the group’s 
strategic priorities to be implemented. 

During our engagement with pharmaceutical companies on the 
research and development processes as well as the testing of 
new drugs, we also consider the existence of whistle blowing 
policies. Such policies guide the procedure around highlighting 
issues that undermine the integrity of the data to the appropriate 
management level. We have assisted one particular company in 
its investigation of our findings around clinical trials, it has been 
open about the biggest challenges it faces during the research 
phase and implementation. This is an issue faced by many 
companies in the industry and EOS has been impressed at the 
speed with which certain pharmaceutical companies have 
responded to our concerns. We believe this is a reflection of 
improvements within the corporate culture at those companies. 

Clinical trials have helped to develop and improve drugs from 
which many people have benefitted. To ensure that population 
groups and communities continue to benefit from new drugs 
and that business needs are appropriately managed, 
pharmaceutical companies should ensure appropriate board 
level oversight of pre-research and development processes 
as well as clinical trials.

Companies affected by these issues include: AstraZeneca, 
Bayer, GlaxoSmithKline, Johnson & Johnson, Merck, Novartis, 
Pfizer, Roche, Sanofi, Takeda Pharmaceutical 
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Hermes Equity Ownership Services (EOS) contributes 
to the development of policy and best practice on 
corporate governance, corporate responsibility and 
shareholder rights to protect and enhance the value 
of its clients’ shareholdings over the longer term.

Overview
EOS actively participates in debates on public policy matters 
to protect and enhance value for clients by increasing 
shareholder rights and boosting protection for minority 
shareholders. This work extends across: company law, 
which in many markets sets a basic foundation for 
shareholder rights; securities laws, which frame the 
operation of the markets and ensure that value creation is 
reflected in value for shareholders; and in developing codes 
of best practice for governance, management of key risks and 
disclosure. In addition to this work on a country-specific basis, 
we address regulations with a global remit, which are 
currently in the areas of accounting and auditing standards. 

Investment institutions are typically absent from public 
policy debates even though they can have a profound impact 
on shareholder value. EOS seeks to fill this gap.

By playing a full role in shaping these standards we can 
ensure that they work in the interests of shareholders rather 
than being moulded to the narrow interests of other market 
participants (particularly companies, lawyers and accounting 
firms, which tend to be more active than investors in these 
debates) whose interests may be markedly different.

Public policy and best practice
Protecting and enhancing value by promoting better regulations

Highlighted sample activities
Enhanced Disclosure Task Force meetings 
We participated in a number of meetings of the Enhanced 
Disclosure Task Force, established by the Financial Stability 
Board to promote better risk reporting by banks. We have the 
privilege of being one of only a handful of investors to be a 
member. While we believe that the bulk of what will be delivered 
will be a significant advance, we have worked to ensure that the 
co-chairs of the Task Force feel direct pressure (from all the 
investor participants as well as ourselves) about the need to 
deliver genuinely stretching standards which will reawaken trust 
in banks’ accounting. We are also working with the other 
investors in the group and with other major institutions around 
the world to encourage direct engagement with the banks on the 
Task Force, such that they feel more fully the need to deliver 
something substantial through this process.

Investor Statement on Foreign Corrupt Practices Act 
We co-signed an investor statement in support of the Foreign 
Corrupt Practices Act. This statement has been put out in 
reaction to the US Chamber of Commerce’s call for changes 
or ‘clarifications’ to the Act, which we believe would weaken 
its effectiveness in fighting bribery and corruption globally. 
This investor action followed a meeting which one of the authors 
of the letter had with the Securities and Exchange Commission 
and the Department of Justice.
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Meeting with Tokyo Stock Exchange senior executives 
We met with the Tokyo Stock Exchange to discuss recent 
changes in corporate governance rules and how we can 
continue working together to promote best practice further.  
We welcomed a number of recent amendments to the Company 
Act, in line with our persistent efforts and requests to date, such 
as strengthening the definitions of outside directors to enhance 
independent board representation, requiring a ‘comply or 
explain’ approach to board structure, and improved regulations 
on issuing new shares via third-party placement. We discussed 
additional guidance which we believe is critical for effective 
implementation of governance reform. In particular, we noted 
the need for clear guidance on the different roles and duties of 
independent board directors compared with those of outside 
statutory auditors when the new optional board structure 
includes an ‘audit and supervisory committee’, so that this new 
structure can be effective. We reiterated our strong belief in the 
need to develop a Corporate Governance Code with a practical 
framework and a ‘comply or explain’ approach to ensure that 
there is an open and constructive dialogue between companies 
and their shareholders. We also suggested that the TSE, with an 
active participation and support of investors, consider corporate 
governance awards for Japanese companies to encourage best 
practice to develop. We offered to work together to advance this.

Presentation on necessary governance reforms in Taiwan 
We gave a keynote speech on executive remuneration and wider 
corporate governance issues at the Taiwan Corporate 
Governance Association. We explained why executive 
remuneration matters, outlined the issues and problems 
associated with current practices and provided an overview of 
recent events and developments in Europe and the US. We also 
used the opportunity to present some of our ideas for reform of 
pay structures and our activities to promote these amongst 
companies, investors and regulators. Whilst the topic is not yet 
on top of the corporate governance agenda in Taiwan, there 
were many questions and a lively debate following our 
presentation. It became apparent that the role and influence of 
directors representing the state is a corporate governance issue 
of particular concern in Taiwan. As a first step to address 
apparent problems, the Association is keen to provide formal 
training to such directors, so that they better understand their 
proper role and legal obligations. We shared our experience 
with state shareholders in other markets and offered our help 
with regard to the director training programme. We used the 
presentation and the subsequent debate to make a number of 
proposals regarding corporate governance in Taiwan, focusing 
in particular on board nominations and composition as well as 
transparency and the role of shareholders with regard to major 
corporate transactions.

Consultation on executive remuneration in France 
We responded to a government consultation on remuneration 
which will inform legislative changes. We strongly promoted the 
concept of a vote on a special report on remuneration and set 
out precisely the information this report should provide. In our 
view, such a vote would significantly enhance the dialogue 
between companies and shareholders. We also argued in 
favour of an investor stewardship code, regrettably absent from 
the consultation and which we believe is the missing 
cornerstone of the ‘comply or explain’ principle currently applied 
in France on governance matters. As the use of share-based 
incentives was questioned in the consultation, we made a clear 
case in favour of a significant part of top executive remuneration 
being paid in shares, paid in instalments with performance 
criteria being applied, and there being a requirement to hold the 
shares over a long period of time. We see this as the most 
efficient tool to align company and shareholder interests over 
the long term. We will further contribute to the debate via 
discussions with stakeholders and articles.

Other public policy work this 
quarter included:

Promoting best practice
•	 As part of our ongoing work through the PRI on sustainability 

in the palm oil industry we spoke with representatives from 
Mars and M&S to discuss the challenges in securing supplies 
of certified sustainable palm oil. 

•	 We spoke with the Carbon Disclosure Project and some 
consultants on the possibilities of examining discrepancies 
between corporate carbon reduction initiatives and policy 
lobbying. 

•	 We actively participated in a lengthy meeting of the Canadian 
Coalition for Good Governance’s pay subcommittee, which is 
working to enhance its policy guidance. Our specific 
recommendations included removing language endorsing 
the contention that there is a highly competitive market for 
executives as this may be seen as supporting high pay. 

•	 We met with the Keidanren, Japan’s dominant and influential 
business federation, which represents over 1200 companies 
and other organisations and which has conservative views 
about corporate governance. We discussed the lessons to be 
learned from the recent corporate scandals in Japan and 
their implications for the business sector generally. 

•	 We met with the executive director of the Association of 
Capital Markets Investors to discuss governance and 
shareholder rights. The association is a non-profit 
organisation that aims to protect minority shareholders’ 
rights in listed companies in Brazil.

•	 We met the local director of the Carbon Disclosure Project in 
China to discuss developments in the CDP’s work in the 
country and progress by Chinese companies in their 2012 
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Public policy and best practice continued

responses. We discussed the challenges that CDP China 
faces when encouraging companies to participate. 

•	 We met with the chair of the CityUK Russia Working Group 
to discuss its work alongside Moscow to create an 
international financial hub, the Moscow Financial Centre 
Initiative. The Russian government has identified TheCityUK 
as a leading partner in its work to develop Moscow in this 
way and we were invited to join the Russia & CIS advisory 
group and become part of one of their workstreams 
focusing on long-term sustainable investing. 

•	 We spoke at the first ever Russian forum on ESG and 
responsible investment. We called for better disclosure and 
transparency on sustainability issues and stressed the 
need for Russian companies to integrate ESG as a core part 
of their strategy. 

•	 We participated in the inaugural meeting of the Centre for 
Audit Committee and Investor Dialogue, a group we have 
initiated alongside other investors and one of the mid-tier 
audit firms to encourage dialogue between those who 
manage the relationship with companies’ auditors and 
shareholders. 

•	 In advance of our response to the Department of Business 
on its consultation on revised remuneration reporting 
regulations we met members of the GC100, a representative 
group of FTSE 100 general counsels, to discuss ideas on the 
consultation. 

Public Policy
•	 We met with the chair and deputy chair of the International 

Auditing and Assurance Standards Board regarding their 
proposed reforms to the audit reporting standard. We 
welcomed the proposals as a first proper reflection by the 
Board of what we and other users have been calling for over 
the past several years – more informative audit reporting – 
and the Board acknowledged the role which our meetings 
have had in encouraging the standard-setter to make these 
proposals. We provided the first and the leading investor 
commentary at the IAASB’s Brussels roundtable on its 
proposals for enhanced audit reports. 

•	 We co-signed an investor statement in support of issuing 
a final rule on conflict minerals due diligence and reporting 
under section 1502 of the Wall Street Reform and Consumer 
Protection Act (usually known as the Dodd-Frank Act).  
The issuance of this rule is a significant milestone in our 
collective efforts to eliminate the link between violence  
and human rights abuse and the mineral trade in the 
Democratic Republic of Congo and surrounding countries. 

•	 We had a group meeting with senior officials at Japan’s 
Financial Services Agency responsible for corporate 
disclosure and securities exchange surveillance. We 
welcomed the recent introduction of a new regulation 
regarding capital raising, which is in line with the 
recommendations of a coalition of institutional investors 
including EOS. 

•	 We met with the outgoing chair of the Comissão de Valores 
Mobiliários, the Brazilian Securities & Exchange 
Commission. We discussed the next steps to enhance 
regulation in Brazil, including the possible need to change 
company law to embed corporate governance requirements, 
provisions for related-party transactions and further 
requirements for board members and audit committees. 

•	 We met with senior managers of the Taiwanese exchange’s 
listing department to discuss its rules regarding audit 
committees, nomination processes and shareholder 
approval of transactions. 

•	 We met with senior executives of the Brazilian Securities, 
Commodities and Futures Exchange to discuss financial 
regulations and listing rules. The different listing segments 
of the Exchange, the Novo Mercado in particular, have 
undoubtedly helped push companies to improve their 
corporate governance but there are still many areas where 
improvement is needed. 

•	 We met with an MEP who is rapporteur for one of the  
key parliamentary committees responding to the EU 
Commission’s proposals for enhanced audit rules. This 
means she is charged with developing the response which 
will shape the negotiation between the parties that will lead 
to compromise legislation. 

•	 Following our response to a French securities regulator 
consultation on the dialogue between shareholders and 
companies, we are pleased that our views were quoted 
extensively in the final synthesis document which has 
recently been published. 

•	 We were invited to speak at the Spanish Institute of 
Directors’ conference on corporate governance 
developments in Spain, as well as the increased activism at 
shareholder meetings in Europe and Spain during the 2012 
voting season. 

•	 We responded to the Financial Reporting Council’s 
consultation on the Stewardship Code. We welcomed the 
bulk of the proposals - many of which reflect our 
recommendations in an informal pre-consultation which 
preceded the formal process - as well as highlighting a few 
areas where we believe more work is needed. 

•	 We attended the launch of the Kay Review final report. 
While there are elements of this that we are not wholly in 
agreement with and sections that we believe could go 
further, we agree with the overall focus and thrust of the 
document, much of which reflects our input over the review 
process. 

Working with other shareholders
•	 We hosted a conference call with UNPRI members 

participating in the project on conflict minerals to present 
recent developments in the collaborative engagement 
effort we are leading focused on the sourcing of minerals 
from the Democratic Republic of Congo by electronics 
companies, and to coordinate the group’s future activities.

•	 Following our meeting with the OECD’s group of Middle 
East and North African heads of stock exchanges and 
securities regulators, we have held discussions with the 
OECD on our focus and priorities for the region. We 
recommended that it would be useful to develop a network 
of Middle East institutional investors who can meet to 
discuss corporate governance. 

•	 We spoke with the director of the Russian Investor 
Protection Association to discuss corporate governance 
and shareholder rights. The Association is an independent, 
non-profit organisation and the only body in Russia 
established by investors to seek to enhance corporate 
governance in the country and to protect the rights of 
investors. 

•	 We co-hosted a conference call with the other principal 
author of a set of guidance on South Africa’s acting 
in concert rules, which have acted as a significant block 
on cooperation and collaboration between investors in 
the country. 

•	 With a group of other UK investors we met representatives 
of the Investment Management Association and the 
Financial Reporting Council to discuss the proposed 
questionnaire for their 2012 Stewardship Code survey. 



Hermes votes at general meetings wherever practicable. 
We take a graduated approach and base our decisions on 
annual report disclosures, discussions with the company 
and independent analysis. We inform companies before 
we vote against or abstain on any resolution, usually 
following up such votes with a letter. We maintain a 
database of voting and contact with companies and  
if we believe further intervention is merited, we include 
the company in our main engagement programme.

Hermes votes at company meetings all over the world, wherever its clients own shares.
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Overview 
Over the last quarter, we voted at a total of 1,164 
meetings around the world, analysing 9,433 
resolutions. At 438 of those meetings we opposed 
one or more resolutions and we abstained at 
15 meetings. We voted with management by 
exception at 11 meetings, while we supported 
management on all resolutions at 700 meetings.

Total meetings voted in favour
Meetings where voted against (or voted 
against AND abstained)
Meetings where abstained
Meetings where voted with management 
by exception

North America
We voted at 397 meetings 
(2,914 resolutions) over the quarter.

Emerging & Frontier Markets
We voted at 281 meetings 
(2,031 resolutions) over the quarter.

Global
We voted at 1,164 meetings 
(9,433 resolutions) over the quarter.

Asia Pacific
We voted at 110 meetings 
(734 resolutions) over the quarter.

Europe
We voted at 134 meetings 
(1,080 resolutions) over the quarter.

Australia & New Zealand
We voted at 33 meetings 
(143 resolutions) over the quarter.

UK
We voted at 209 meetings 
(2,531 resolutions) over the quarter.
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Important information 

This communication is directed only at recipients who are eligible 
counterparties or professional clients. Any investment or service 
to which this communication relates is only available to and will 
only be engaged in with such persons and any other persons  
who receive this communication should not rely on or act upon 
this communication.

This communication is issued and approved only for the purposes 
of section 21 of the Financial Services and Markets Act 2000 by 
Hermes Investment Management Limited (“HIML”).

Hermes is a multi-boutique asset manager, independent of any 
broader financial services organisation. Each Hermes operating 
entity is either a subsidiary of, or is otherwise affiliated to, 
Hermes Fund Managers Limited. They carry on business under 
the name “Hermes”. The main operating companies within the 
Hermes Group are Hermes Investment Management Limited 
(“HIML”), Hermes Administration Services Limited (“HASL”), 
Hermes Equity Ownership Services Limited (“HEOS”), Hermes 
Focus Asset Management Limited (“HFAM”), Hermes Focus 
Asset Management Europe Limited (“HFAME”), Hermes Real 
Estate Investment Management Limited (“HREIML”), Hermes 
BPK Partners LLP (“HBPK”), Hermes Sourcecap Ltd (“HSL”), 
Hermes Fund Managers (North America) (“HFMNA”) and Hermes 
Fund Managers (Australia) Pty Ltd (“HFMA”). All of the above 
named operating companies are separately authorised and 
regulated by the Financial Services Authority except for HREIML, 
HEOS, HFMNA and HFMA. HIML currently carries on all 
regulated activities associated with HREIML (which is not 
regulated) and is responsible for marketing HREIM products to 
prospective investors and for arranging their investment. HIML, 
HBPK, HFMNA and HSL are all registered investment advisers 
with the United States Securities and Exchange Commission (SEC). 
HFMA is registered with the Australian Securities and 
Investments Commission (ASIC) and holds Australian financial 
services license number 351784. HFMA is authorised to provide 
certain financial services to wholesale clients only.

Hermes Equity Ownership Services Limited (“HEOS”) has  
its registered office at Lloyds Chambers, 1 Portsoken Street, 
London, E1 8HZ.

Please note that the Financial Services Authority does not 
generally regulate any activities referred to in this document 
which are not regulated activities under the Financial Services  
and Markets Act 2000 (Regulated Activities) Order 2001.

This document has no regard to the specific investment objectives, 
financial situation or particular needs of any specific recipient. 
This document is published solely for informational purposes and 
is not to be construed as a solicitation or an offer to buy or sell any 
securities or related financial instruments. Prospective investors 
must rely on their own examination of the legal, taxation, financial 
and other consequences of an investment in the funds, including 
the merits of investing and the risks involved. Prospective investors 
should not treat the contents of this document as advice relating 
to legal, taxation or investment matters. Before entering into an 
agreement in respect of an investment referred to in this document, 
you should consult your own professional and/or investment 
advisers as to its suitability for you and should understand that 
statements regarding future prospects may not be realised.  
No action should be taken or omitted to be taken in reliance upon 
information in this document.

Figures, unless otherwise indicated, are sourced from Hermes.

This document may include a list of Hermes Equity Ownership 
Services Limited (“HEOS”) clients. Please note that inclusion on 
this list should not be construed as an endorsement of Hermes 
Equity Ownership Services Limited (“HEOS”) services. Should 
you wish to contact a client for reference purposes, please let 
Hermes know in advance. 
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Hermes Equity Ownership Services (HEOS) enables 
institutional shareholders around the world to meet their 
fiduciary responsibilities and become active owners of 
public companies. HEOS is based on the premise that 
companies with informed and involved shareholders are 
more likely to achieve superior long-term performance 
than those without.
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