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This plan outlines Hermes EOS’ engagement objectives for 2017-19, to be carried out on behalf 
of our clients. It builds on last year’s plan, following a review of external trends in the market 
and feedback from our clients.

Objectives 
Hermes EOS focuses its resources on company, public policy and best practice engagements which add to or protect the most value for its clients’ 
holdings and safeguard their reputation. The core client objectives which we seek to influence through our engagement work are:

�� Environment: Improved management of the risks arising from climate change, sustainable levels of consumption of global water resources, 
pollution of air, land and water reduced to below harmful levels and improved resource efficiency through better waste management, all while 
supporting long-term sustainable economic growth.

�� Social and ethical: The advance of the long-term sustainability of the economy through respect for basic human and labour rights, the payment 
of appropriate levels of tax, good management of key social and ethical risks such as cyber security in the company and in supply chains, the 
establishment of a diverse workforce, together with best practices in wider human capital management; and the development of an appropriate 
corporate culture and conduct, including the elimination of bribery and corruption, to support long-term sustainable value creation.

�� Governance: Improvement of the governance of companies through better board composition and effectiveness, the alignment of executive 
remuneration with the creation of long-term value and the protection and enhancement of shareholder rights.

�� Strategy, risk and communications: Deployment of a long-term sustainable business model and strategy, robust risk management practices 
and transparent disclosure of sufficient information to investors and wider stakeholders to make informed decisions on long-term investment.

�� Stewardship: More active ownership by investors to support a global financial system that acts in the interests of ultimate beneficiaries and not 
their various agents.

These objectives help our clients to achieve strong risk-adjusted financial returns over the long-term, as well as to protect and enhance the value of 
the wider economy and society for all stakeholders, which together leads to higher holistic returns for beneficiaries.

Engagement progress in 2016
During 2016, we engaged with 562 companies (2015: 467), covering over 1,400 identified objectives or issues (2015: 1,150) and making progress at 
46% of all objectives contained in our Engagement Plan (2015: 44%).

# of companies 
engaged

# of issues 
and objectives # of objectives

% of objectives 
with progress

# of objectives 
completed

# of interactions 
per company

Companies in 
engagement programme

371 1176 867 46% 88 3.4

Other companies 191 232

Total 562 1408

In addition to 1,566 interactions (including meetings, phone calls and letters) with companies we also had 283 interactions with regulators, 
standard- setters and other third parties in the pursuit of public policy and market best practice objectives.

Engagement plan 2017-19
Over the last year, we reviewed our engagement priorities through a horizon-scanning exercise of emerging stewardship themes, which included 
discussions with a number of market experts and valuable feedback from our clients. This confirmed that we should continue with last year’s 
themes, but also make the following changes:

�� Themes – Climate change, human rights and labour rights remain top priorities. In addition, we will increase our focus on executive 
remuneration and board diversity. We have added pollution and waste management as a separate environmental theme, recognising the rising 
importance of the circular economy. Conduct and culture also feature as a new theme, building on the progress achieved in recent years by the 
banking sector. The diversity and human capital management theme builds on this element of work, which originally was included as part of our 
labour rights. We are monitoring the merits of introducing a new theme on public health and well-being and will continue to focus on nutrition-
based engagements as part of the consumer goods sector.

�� Sectors – We have introduced two new sub-sectors: automotive, which used to be part of the industrials sector, and chemicals which was 
formerly included in the mining, metals and materials sector. This is designed to enable us to better prioritise and share learnings on companies 
with common interests.

�� Balance and focus of engagement work – We have grown the size of the engagement programme since the start of 2016 to reflect an 
increase in the number of client assets, but have not materially changed focus. It now covers 389 companies (2016: 353), 66 Tier 1 companies 
(2016: 66), 204 Tier 2 companies (2016: 197) and 119 Tier 3 companies (2016: 90). 
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THE ENGAGEMENT PLAN AND SUPPORT FOR THE UN SUSTAINABLE DEVELOPMENT GOALS
On 1 January 2016, the 17 Sustainable Development Goals (SDGs) 
of the 2030 Agenda for Sustainable Development officially came 
into force. The goals apply universally and, over the next 15 years, 
all countries will make efforts to end all forms of poverty, fight 
inequalities and tackle climate change. The SDGs build on the 
Millennium Development Goals but aim to go further. The goals 
call for action by all countries, poor, rich and middle-income, to 
promote prosperity while protecting the planet.

While not legally binding, governments are expected to take 
ownership of the delivery of the SDGs and so there is no duty 
on the private sector, including investors, to pursue the goals. 
However, the SDGs recognise the importance of supporting 
sustainable development and acknowledge that for this to be 
achieved, it is crucial to harmonise three core elements: economic 
growth, social inclusion and environmental protection. It is 
therefore unsurprising that the environmental and social themes 
of our engagement plan are well aligned with the SDGs and 

support each goal either directly through support of a relevant 
target or indirectly. We attribute a direct link between one of our 
themes and an SDG if engagement objectives under the theme 
directly support at least one of the identified targets underpinning 
the relevant goal. For example, our work with companies to reduce 
their exposure to climate-related financial risks helps improve 
education, awareness raising and human and institutional capacity 
on climate change mitigation and so is directly aligned to meeting 
SDG Goal 13 of climate action. We note an indirect link where 
engagement objectives are supportive of the ambition of one of 
the SDGs and may positively influence certain targets or indicators. 
For example, our work on human and labour rights indirectly helps 
reduce inequality within and among countries. 

The table below sets out our assessment of how our engagement 
plan by selected environmental and social themes supports each of 
the different SDGs:

Source: UN Sustainable Development Goals, Hermes EOS analysis

Environmental and social engagement themes
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1
No poverty (✔) (✔)

2
Zero hunger (✔) (✔) (✔)

3
Good health and well-being ✔ ✔

4
Quality education ✔ (✔)

5
Gender equality ✔ (✔) (✔)

6
Clean water and sanitation (✔) (✔) ✔

7
Affordable and clean energy ✔ (✔)

8
Decent work and economic growth ✔ (✔) (✔) ✔

9
Industry, innovation and infrastructure (✔) (✔) (✔) (✔)

10
Reduced inequalities ✔ (✔) (✔)

11
Sustainable cities and communities (✔) ✔ (✔)

12
Responsible consumption and production ✔ ✔ (✔)

13
Climate action ✔

14
Life below water ✔ (✔)

15
Life on land (✔) (✔) (✔)

16
Peace, justice and strong institutions ✔ ✔ (✔) ✔ (✔)

17
Partnership for the goals (✔)

✔ Direct influence     (✔) Indirect influence
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The following are the themes we address in our engagement plan, covering issues in the areas of corporate governance, business strategy, risk 
management and communication and environmental and social risks. This includes objectives which exemplify those we pursue at individual 
companies and through our work to improve public policy and market best practice. The objectives actually set at individual companies are tailored 
to their particular circumstances and will typically represent a broader set of objectives than can easily be included in this short summary of our 
engagement plan.

ENVIRONMENTAL THEMES
Climate Change
The move to a low-carbon economy could transform parts of the 
economy, introducing significant transition risks for poorly prepared 
companies in exposed sectors, such as fossil fuels or transportation. 
Over time, companies also need to be prepared for the physical risks 
arising from a changing climate and more intense weather events. The 
UN Paris Agreement, which came into force in November 2016, sets 
the goal to limit global warming to 2°C or lower. Companies now 
need to prepare for the potential opportunities and risks of low-
carbon scenarios. 

Corporate engagement – The focus is on the most exposed sectors, 
including oil and gas, mining, utilities, automotive and financial 
services. For energy-intensive sectors, we seek publication of long-term 
greenhouse gas emissions reduction targets and the appraisal of the 
asset portfolio risks from low-carbon scenarios. In automotive, 
investors want to see the development of a clear strategy to reduce 
fleet emissions, including targets for sales of low-carbon vehicles. In 
financial services, objectives include appraisal and disclosure of the 
risks from climate change scenarios. 

Public policy and market best practice – The development of 
corporate best practice disclosure of climate risks and mitigating 
actions, such as the guidelines being developed by the Financial 
Stability Board’s Task Force on Climate-related Financial Disclosures 
and sector-based reporting by the CDP initiative. 

Water
With increasing population and economic growth, together with 
changes in rainfall distributions as a result of climate change, it is 
estimated that 40% of the global population could live in areas of 
severe water stress by 2050. Water risks include the threat of a lack of 
water (water stress), as well as the impact of flooding and excess water. 

Corporate engagement – We focus on the most exposed sectors 
which includes industries which directly rely on water for operations, 
such as mining and utilities, and also those indirectly reliant on water-
use such as consumer goods and retail, where agricultural products in 
the supply chain are vulnerable to water stress. Key objectives include 
disclosure by at-risk companies of water-related risks to the CDP Water 
project and deployment of best practice water management plans, 
including the adoption of a leadership role in managing water demand 
across a water-stressed catchment area. 

Public policy & market best practice – We will continue to support 
the CDP Water initiative through membership of the steering 
committee reviewing its water reporting methodology. 

Pollution and Waste Management
Pollution-related issues cover the four media of air, water, soil and 
noise. They also include different types of pollution, including toxins 
of all types together with nuclear contamination and noise pollution. 
Waste management has matured from mere pollution avoidance 
to the goal of improving the resource efficiency of scarce natural 
resources, including circular economy initiatives which seek to avoid 
waste altogether.

Corporate engagement – Pollution and waste risks and opportunities 
are particularly acute in the extractive industries, where the focus is on 
avoidance of catastrophic risks such as spills of hazardous material or 
tailings dam disasters. In the utilities and other energy-intensive 
sectors, a focus is on compliance with anticipated tightening clean 
air legislation. In the automotive industry, a common objective is 
achieving sound corporate governance of vehicle emissions standards 
which comply with local air pollution legislation. 

Public policy and market best practice – We are exploring the 
potential to support the Circular Economy 100 initiative to improve 
best practice in waste management.

SOCIAL THEMES
Bribery and Corruption
Bribery and corruption are important to investors as they indicate a 
failure of companies to act as good agents for investors, resulting in 
misappropriation of assets or misuse of authority. In addition, 
corruption makes it harder for investee companies to do business and, 
in extreme cases, can contribute to the failure of a state, undermining 
the potential for prosperity for all. 

Corporate engagement – Our core objective is for companies to 
demonstrate that they have a world class anti-bribery and corruption 
programme, which indicates that the necessary systems and controls 
are in place and that the values of the company demonstrate the 
highest integrity.

Public policy and market best practice – We encourage the 
enactment of strong anti-bribery and corruption laws that now exists 
in a number of developed countries, such as the US Foreign Corrupt 
Practices Act, together with their effective enforcement. 

Conduct and Culture
Culture generally manifests itself in corporate conduct and the 
behaviour of employees. Poor conduct can negatively affect 
stakeholder relationships, the reputation of a company and, in the 
worst cases, lead to fines and litigation costs. Conduct issues include 
the maintenance of appropriate business ethics in customer 
management, sales practices, product quality and transparency 
of communication. 
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Corporate engagement – Building the right culture and appropriate 
conduct applies to all types of companies, although we focus 
particularly on those sectors where trust and reputation are highly 
valued, such as financial services and consumer goods and retail. 
Objectives include ensuring that key performance indicators drive the 
desired culture and a clear articulation of the purpose and values of 
the company, including how success and development of the desired 
culture can be measured.

Public policy and market best practice – We support industry 
initiatives to improve conduct such as the work of the UK Banking 
Standards Board. We also support regulatory reporting initiatives 
such as the Financial Reporting Council’s (FRC) Culture Coalition.

Cyber Security
Digital technology is now at the core of most companies’ operations 
and increasingly affects how they engage with customers and other 
stakeholders, giving rise to cyber security risks. This can involve the risk 
of theft of customer information and funds, loss of intellectual property 
or interruptions to availability of critical national infrastructure, such as 
utilities. This, in turn, can result in operational disruption and loss of 
revenues, as well as reputational damage and costs of remediation. 

Corporate engagement – Our focus is on higher risk sectors, including 
financial services, consumer goods and retail, technology and 
pharmaceuticals. Objectives include a clear articulation of potential 
risks, such as loss of customer data or intellectual property; a robust 
strategy to mitigate these risks, including employee and customer 
training and senior accountability and evidence of contingency 
planning in the event of a security breach.

Public policy and market best practice – We plan to commence 
a dialogue with the UK National Cyber Security Centre to reflect 
the investor perspective and engage on regulation.

Diversity and Human Capital Management
Numerous studies support the value-creation potential of a diverse 
workforce, with companies benefiting from recruitment in a wider 
talent pool, generating broader perspectives on business challenges, 
market insights and potential solutions while avoiding groupthink 
and unconscious bias. Human capital management involves the good 
management of a diverse workforce in order to obtain the best 
possible long-term performance.

Corporate engagement – The benefits of diversity apply to all sectors. 
Our initial focus is to ensure board support for increasing diversity at 
senior executive level, followed by improvements among wider staff 
through appropriate hiring policies and practices. To improve human 
capital management, a key objective is for the board to develop a set 
of appropriate metrics by which to measure and monitor success. 

Public policy and market best practice – We encourage the 
development of hard and soft regulation on improved human capital 
management disclosures for example via the Pension and Lifetime 
Savings Association’s reporting framework and improvements to the 
reporting requirements of the US Securities and Exchange Commission. 

Human Rights
Human rights cover a range of different rights, including civil and 
political rights, such as the right to self-determination and to a life 
without slavery, torture or imprisonment without charge; economic, 
social and cultural rights, such as the rights to health, education and 
an adequate standard of living, indigenous rights, including the right 
to free, prior and informed consent and labour rights. 

Corporate Engagement – We seek the application of the UN Guiding 
Principles to identify salient human rights and the appropriate corporate 
response. Focus sectors are the extractive industries (oil and gas, 
mining), given the need to obtain a social licence to operate and the 
consumer goods and technology sectors, which face challenges in their 
supply chains, such as slave or child labour, and data privacy issues. 

Public policy & market best practice – We promote best practice in 
responsible raw materials sourcing through initiatives such as the China 
Chamber of Commerce of Metals, Minerals and Chemicals Importers 
and Exporters.

Labour Rights
Labour rights form a significant subset of human rights and include 
important elements such as the right to be paid a fair wage, to work in 
safe working conditions and to have freedom of association. Honouring 
and fulfilling such rights should lead to good labour practices, which 
enhances long-term value through higher productivity and reduced 
risks, including loss of reputation, strikes and, ultimately, the 
withdrawal of the company’s licence to operate. 

Corporate engagement – Labour rights issues can occur in any sector. 
Objectives include the deployment of best practice health and safety 
programmes in oil & gas and mining; overcoming monotonous 
working conditions and a smooth transition to automation in mass 
manufacturing and the payment of at least the minimum wage and/or 
a living wage in low-margin sectors such as retail. 

Public policy & market best practice – We support the initiative 
sponsored by the UK Department for International Development 
to address agency labour issues, providing input from an 
investor’s perspective.

Supply Chain Management
The operations of many companies increasingly rely on vast supply 
chains across different countries and regions. Poor management of 
supply chains can have a material impact on companies through 
disruption to their operations and administrative costs associated with 
their remediation, as well as reputational damage through controversial 
coverage in the media, which can have a negative impact on the 
sustainability of their business.

Corporate engagement – Focus sectors include consumer goods 
and retail with the objective to ensure fair treatment of suppliers, 
technology companies to ensure the adoption of formal social and 
environmental supply chain policies and pharmaceuticals companies, 
which need to preserve the integrity of their supply chain to avoid 
issues of product quality and unchallenged intellectual property rights.
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Public policy and best practice – We support the investor-led 
initiative Farm Animal Investment Risk and Return in order to improve 
practices in factory farming and antibiotics practices.

Tax
Tax has become a potential significant reputational and financial risk 
for companies because of globalisation and the continuing pressure 
to balance public finances. Aggressive tax avoidance can significantly 
affect consumer sentiment towards companies and negatively impact 
sales, as well as potentially incur penalties and the costs of litigation. 
Meanwhile, reduced tax payments limit funding for the essential 
services that enable businesses to thrive. 

Corporate engagement – Priorities include ensuring that technology 
and pharmaceuticals companies can justify the treatment of 
intellectual property costs for tax purposes, that extractive industries 
(mining, oil and gas) can demonstrate payment of all taxes due to host 
countries and that consumer goods and retail companies are not 
vulnerable to negative consumer perception from allegations of 
aggressive tax planning.

Public policy & market best practice – We back the OECD’s Base 
Erosion and Profit Shifting initiative, which encourages governments to 
amend their tax regulations to restrict opportunities to shift profits off-
shore and continue to support the Extractive Industries Transparency 
Initiative aimed at ensuring companies provide necessary reporting.

CORPORATE GOVERNANCE THEMES
Board Composition and Effectiveness
There is strong evidence that the diversity of board members improves 
decision-making. Equally important is that boards contain independent 
directors to challenge management. Maintaining a well-composed 
board needs long-term succession planning. Board effectiveness 
requires the development of a culture that encourages challenge and 
collaboration, together with appropriate supporting structures such 
as effective committees. 

Corporate engagement – The extent of progress on board 
composition differs materially by geography and so feasible objectives 
need to be contextualised to local market norms. We aim to increase 
the presence of women on boards, with the objective in the UK to 
achieve 33% women by 2020. We also seek at least two independent 
non-executive directors at any company, as well as a split in the role 
of the CEO and chair.

Public policy & market best practice – We will work with regulators 
and governments on advances to corporate governance codes and 
related corporate law reform. An example is the proposed corporate 
governance reforms in the UK that could encourage companies to 
have employee representatives on their boards. 

Executive Remuneration
We believe that well-structured remuneration can be an important 
ingredient in delivering long-term business success and aligning the 
interests of management and other stakeholders. Despite, and 
potentially because of, efforts to control this tension, executive 

pay in a number of markets has become overly complex and excessive, 
while arguably failing to align or motivate, thus requiring the attention 
of shareholders. 

Corporate engagement – Our objective is the implementation of the 
Hermes Remuneration Principles. Specific objectives vary according 
to local market practices and company issues. Examples include the 
simplification of remuneration schemes, reducing variable-to-fixed 
pay ratios, increasing the focus of metrics on strategic goals, increased 
executive shareholdings and full justification for high levels of pay.

Public policy & market best practice – Much of our work seeks 
to improve market best practice in the structure and transparency 
of executive pay awards. At times this can involve working with 
governments and regulators to establish new codes of practice, such 
as our proposal to the UK Government of an escalation process by 
which annual votes on pay against management may become binding 
if supported by a second vote. 

Shareholder Protection and Rights
Protecting and enhancing shareholder rights is critical to protecting 
both the economic and influencing power of investors. Key areas of 
shareholder rights include voting rights, disclosure of related party 
transactions, the ability of shareholders to propose candidates to the 
board (proxy access), avoidance of poison pill arrangements that limit 
potential changes of control, as well as capital management 
protections to prevent dilution of economic interests.

Corporate engagement – Issues vary significantly by geographic 
market. In Continental Europe, improving the ability of 
shareholders to gain access to board directors. In North America, 
achieving wider implementation of proxy access among US 
companies. In Japan, unwinding cross-shareholdings which introduce 
conflicts of interests. In emerging markets, obtaining better disclosure 
of related party transactions.

Public policy & market best practice – Priorities vary by geography. 
Some notable examples include our work in Japan where we will 
continue to engage with the Financial Services Agency to press for 
tighter disclosure rules on cross-shareholdings and in China, where we 
are working to improve stock exchange rules on minority shareholder 
protection and investor communication.  

STRATEGY, RISK AND 
COMMUNICATION THEMES

Audit and Accounting
The audit process is vital to ensuring the integrity of company reporting 
on essential matters such as its solvency, the prospects for longer term 
viability and its financial health more broadly. A high-quality audit 
challenges the contents of the financial statements to ensure they 
present a true and fair view. Audit committees play a critical role in 
overseeing this process and ensuring the quality of reporting to investors.

Corporate engagement – Objectives include ensuring auditor 
independence, including that companies rotate auditors over time and 
that the ratio of non-audit to audit fees is not excessive. We also seek 
more incisive audit reporting that minimises boilerplate disclosure. 
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A further objective is to improve the composition of audit committees, 
including ensuring that board audit committees have the necessary 
skills and expertise, including sector experience.

Public policy and market best practice – We promote improvements 
in audit through collaboration with investors, including the Company 
Reporting and Auditing Group, practitioners, standard-setters (FASB, 
IAASB, IASB, FRC), as well as oversight bodies (PCAOB, PIOB).

Business Strategy and Risk Management
Strategy formation involves an appraisal of the underlying business 
model and its long-term sustainability, the opportunities and risks for 
the company, the company’s operational and financial goals and the 
interests of the company’s stakeholders. Meanwhile, an understanding 
of business risks is vital to the good management of a company, 
including a proper evaluation of risk and reward. 

Corporate engagement – We seek a clear articulation of a long-term 
and sustainable business model and strategy. In the event of proposed 
mergers or acquisitions, we seek evidence that plans have been 
critically tested for their ability to create long-term shareholder value. 
A further objective is that there is evidence that risk is integrated into 
strategy formulation.

Public policy and market best practice – We work with governments 
and standard-setters to improve the nature of risk reporting. An 
example is our input into the Financial Stability Board’s Taskforce on 
Climate-related Financial Disclosures which seek to improve the 
reporting of climate-related risks and the company’s strategic 
response to these. 

Integrated Reporting
Over recent decades, the market value of companies has shifted from 
a price based largely on tangible assets to a greater emphasis on 
intangible assets such as intellectual capital, research and development, 
brand value and natural and human capital. In response to these trends, 
investors have pushed for more integrated reporting, which provides a 
holistic approach to a company’s value-creation narrative. 

Corporate engagement – Areas of focus at companies include seeking 
greater adoption of the key elements of the International Integrated 
Reporting Council framework and the use of a longer time frame for 
viability statements in company reports.

Public policy and market best practice – We continue to work with 
key reporting bodies such as the IIRC or SASB across sectors and 
geographies to encourage greater adoption of integrated reporting, 
including a well-defined materiality determination. We also continue 
to advocate for improved reporting of viability statements in annual 
reports, similar to that now prevalent in the UK.
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Business Development

United Kingdom +44 (0)20 7680 2121 Africa +44 (0)20 7680 2205 Asia Pacific +65 6850 0670

Australia +44 (0)20 7680 2121 Canada +44 (0)20 7680 2205 Europe +44 (0)20 7680 2121

Middle East +44 (0)20 7680 2205 United States +44 (0)20 7680 2205

Enquiries marketing@hermes-investment.com

Our investment solutions include:
Private markets
Infrastructure, Private Debt, Private Equity, Commercial and 
residential real estate

High active share equities
Asia, global emerging markets, Europe, US, global, and small 
and mid cap

Credit
Absolute return, global high yield, multi strategy,  
global investment grade, real estate debt and direct lending

Multi asset
Multi asset inflation

Stewardship
Active engagement, advocacy, intelligent voting and 
sustainable development 

Offices 
London  |  New York  |  Singapore

HERMES INVESTMENT MANAGEMENT
We are an asset manager with a difference. We believe that, while our primary purpose is to help  
savers and beneficiaries by providing world class active investment management and stewardship 
services, our role goes further. We believe we have a duty to deliver holistic returns – outcomes for  
our clients that go far beyond the financial – and consider the impact our decisions have on society,  
the environment and the wider world.

Our goal is to help people invest better, retire better and create a better society for all.

Certified ISO 14001
Environmental Management

Why Hermes EOS?
Hermes EOS enables institutional shareholders around the world to 
meet their fiduciary responsibilities and become active owners of 
public companies. Hermes EOS is based on the premise that 
companies with informed and involved shareholders are more likely to 
achieve superior long-term performance than those without.

This communication is directed at professional recipients only. The activities referred to in this document are not regulated activities under the Financial Services and Markets Act. This 
document is for information purposes only. It pays no regard to any specific investment objectives, financial situation or particular needs of any specific recipient. Hermes Equity Ownership 
Services Limited (“HEOS”) does not provide investment advice and no action should be taken or omitted to be taken in reliance upon information in this document. Any opinions expressed 
may change. This document may include a list of HEOS clients. Please note that inclusion on this list should not be construed as an endorsement of HEOS’ services. HEOS has its registered 
office at Lloyds Chambers, 1 Portsoken Street, London, E1 8HZ.
CONFIDENTIALITY: By reading this report, you acknowledge that its contents are confidential, and you agree to protect the confidentiality of this report. You may only use this report for 
your own internal business purposes. You shall not transmit or publish this report in whole or in part to any third party or such that it becomes public, in any form or format. Any breach of 
this obligation may result in Hermes EOS restricting your access to future reports.
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