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The value of
gender equity in
the workplace

Gender gaps open up at an early age and widen when women enter the
workforce. Zoe de Spoelberch and Emily DeMasi set out our approach to
engaging on gender equity and eliminating sexual harassment from workplaces.

Setting the scene

Gender gaps around the world reflect underlying societal
issues that impact women at all stages of life, from the
wages earned at work, and the way women are treated
by the justice system, to the pervasive everyday sexism
highlighted by the #MeToo movement. Women of colour
experience this more acutely, being exposed to multiple
inequalities, including gender and racial wage gaps,
occupational segregation, and a disproportionate burden
of the costs associated with caregiving.'

At work, women may be subjected to sexual harassment
and discrimination, which can lead to litigation,
settlements and reputational damage for the company.
Conversely, companies that strive to nurture and retain
their female workforce by developing inclusive and safe
cultures, alongside parental leave, paid sick leave and
menopause support, are likely to reap the benefit with
happy, productive employees. This is why gender equity,
and its intersection with racial inequality, constitutes an
important pillar of our human capital engagement theme.
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In many areas of life, girls and women are
frequently put at a disadvantage to their male
counterparts. Over the course of their careers,
women on average earn less than men,
despite having the same qualifications, or
better. The World Economic Forum estimates
that globally, women are paid 68.1% of what
men earn for the same job.? Traditional gender
expectations mean that on average women
still shoulder the majority of family caring
responsibilities within mixed-sex couples, even
when both partners are in professional or
higher-earning roles.

But pay is only part of the story — despite over four decades
having passed since women entered the workforce in large
numbers, they may still face sexual harassment and
discrimination. This can result in large compensatory pay-outs
when companies fail to rectify the problem.
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For example, allegations of sexual misconduct and gender
pay inequity at US video game company Activision Blizzard
led to the law courts and multi-million dollar settlements
with regulators.3* The case, which shone a spotlight on the
male-dominated game development and software industry,
demonstrated the risks to companies that fail to address
employee complaints of discrimination and sexual
harassment satisfactorily.

Other high-profile cases that have come to light in recent
years include the 2020 finding by the Australian Human
Rights Commission that 74% of women in the mining
industry had experienced some form of sexual harassment.>¢
Women working in isolated ‘fly-in, fly-out’ camps were
particularly vulnerable. And in early 2023 a McDonald's
franchise owner agreed to pay nearly US$2m to resolve a
sexual harassment lawsuit filed by the US Equal Employment
Opportunity Commission.’

This underscores how companies that fail to satisfactorily
address complaints about sexual harassment or discrimination
may incur serious reputational damage, litigation risk and
share price falls. They also risk losing talented female
employees, and may face difficulties in recruiting their
replacements. Conversely, businesses that create a culture

of inclusion and respect among employees, respond to
harassment effectively, provide support for women throughout
their careers, and ensure gender pay parity should benefit
from higher productivity, a strong talent pipeline, and the
diversity of thought that leads to better business outcomes.
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Our expectations of companies on sexual
harassment

o Strategy and effectiveness

We expect companies to have effective strategies and
monitoring systems in place to help prevent and remedy any
sexual discrimination, harassment or bullying and to create
safe and inclusive cultures.

Increasing female representation, especially in leadership
positions, can help to prevent sexual harassment. We expect
companies to increase the percentage of women across all
workforce levels with the aim of reaching gender balance.
This ambition should be accompanied by a strategy to make
working processes and activities suitable for women, such as
ensuring that equipment is operable by women.

Our expectations are reflected in our voting policies — we
recommend votes against board directors at companies
where we have concerns about the lack of women on the
board. We take our expectations one step further in European
and American markets, where we recommend votes against
directors at companies with no women at the executive
committee level.

As signatories of the 30% Club, we expect large companies in
the UK and US to have a minimum of 30% female board
representation. Additionally, boards should have at least one
director from an underrepresented racial/ethnic group. We
also encourage other forms of diversity. We will consider
recommending votes against the chairs of companies that fail
to meet these expectations.

g Conduct, culture and ethics

We expect companies to have adequate governance in place
as well as anti-discrimination and anti-harassment policies,
and to deliver training on preventing workplace harassment.
Companies should also review their recruitment practices.

We expect management to set a respectful tone and to
develop a collective understanding of expected workplace
behaviours and processes. This should support a ‘speak up’
culture for all employees to raise their concerns openly. At the
board level, we seek disclosure on preventing and managing
incidents and the risks of sexual harassment, and on how
discrimination is part of directors’ responsibilities. We expect
sexual harassment to be treated as a health and safety risk.

Companies should create a safe and inclusive physical
environment for all workers by ensuring the availability of safe
facilities and proper surveillance. They should limit any factors
that may increase the risk of sexual harassment occurring,
such as employee alcohol consumption.
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Companies should be wary of tying employees to forced
arbitration clauses in work contracts that constrain their right
to go to court if they witness or experience misconduct in the
workplace. This is because of the systemic inequities that
persist within arbitration itself.?

6 Monitoring and reporting

Where sexual harassment does occur, we expect companies to
provide external relief for workers and credible transparency
around the remediation process. The company should make
grievance reporting mechanisms available and accessible to
workers, and escalate grievances appropriately. It should
identify and assess the risk, learn from this and other past
experiences, be transparent about sexual harassment and
discrimination, and review existing workplace practices to
prevent such events from reoccurring.

We expect companies to be transparent about sexual
harassment and discrimination and encourage regular
measuring and reporting of the risks of such incidents.

We also encourage them to provide robust quantitative and
qualitative information regarding sexual harassment in their
workforces on an annual basis, and to commit to seeking
employee sentiment and feedback via regular surveys.

Company engagement examples

Our engagement on gender equity, sexual harassment and
discrimination spans different continents and industries.

For example, we strengthened our engagement on sexual
harassment at Australian mining companies BHP and Rio Tinto,
following the report from Australia's Human Rights Commission
exposing the pervasiveness of the problem.™®

We welcomed Rio Tinto's commissioning of an independent
review of its workplace culture to understand, prevent and
respond to harmful behaviours across its global operations.
The results were published on the company’s website in an
in-depth report." We met Rio Tinto's chief people officer to
challenge the company on the findings, underlining our
concerns for the uncovered sexual harassment incidents.

Rio Tinto provided assurance that it was training its leaders to
lead with values and that it was improving facilities for women,
with three executive committee members responsible for
overseeing the sexual harassment strategy. We urged the
company to disclose the findings from its employee survey

to give us reassurance that sexual harassment case numbers
were falling. The company welcomed this feedback and said

it would consider this for its next survey in 2024.

We welcomed Rio Tinto’s commissioning
of an independent review of its workplace
culture to understand, prevent and
respond to harmful behaviours across its
global operations.

Similarly, we intensified our engagement with BHP, where we
spoke to the chair of the remuneration committee about
preventing sexual harassment. We were pleased to hear that
the company had taken steps to eliminate the risk of sexual
harassment, by creating a sexual harassment support line, holding
sexual harassment awareness training, increasing security at mine
sites and linking executives’ remuneration to progress in the
elimination of sexual harassment.

BHP also takes preventive measures such as reducing the
consumption of alcohol, which we welcome. And it is trying to
make mine equipment more suitable for use by women, by
redesigning vehicles for example. We pressed the company
to be transparent and to disclose the results of its employee
engagement survey. We also encouraged it to explain in its
reporting how the findings from its internal review have
shaped its strategy.

Our engagement on sexual harassment escalated to voting action
at Activision Blizzard. At the company’s 2022 annual shareholder
meeting, we recommended support for two shareholder
proposals that — if adopted - could help Activision Blizzard to
improve its management of human capital, human rights and the
associated risks following sexual harassment and discrimination
allegations. One of the proposals asked for a report on the
company’s efforts to prevent abuse, harassment and
discrimination. Shareholders showed strong support for this,

with approximately 67% voting in favour of implementation.'?

In 2023 we will continue to engage companies on the identification, escalation, and
remediation of sexual harassment incidents and discrimination in the workplace.

Our focus will be on sectors where women have been underrepresented, including
financial services, technology, oil and gas, and mining.

We will seek to go beyond basic metrics such as the gender pay gap and workforce
composition to include metrics around retention and promotion. We will also ask
for regular pulse surveys that can assess the culture of gender equity — including
questions around feelings of safety, support and inclusion. Until companies create
environments where women can equally succeed, they will continue to fall short on

gender equity commitments.
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Federated Hermes

Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management

strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns and, where
possible, to contribute to positive outcomes that benefit the wider world.

All activities previously carried out by Hermes Investment Management are now undertaken by Federated Hermes
Limited (or one of its subsidiaries). We still offer the same distinct investment propositions and pioneering
responsible investment and stewardship services for which we are renowned — in addition to important strategies

from the entire group.

Our investment and stewardship
capabilities:

@ Active equities: global and regional

@ Fixed income: across regions, sectors and the yield curve
@ Liquidity: solutions driven by four decades of experience

@ Private markets: real estate, infrastructure, private equity

and debt

@ Stewardship: corporate engagement, proxy voting,
policy advocacy

Why EOS?

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

For more information, visit www.hermes-investment.com or connect with us on social media: m u

For professional investors only. This is a marketing communication. Hermes Equity Ownership Services ("EOS") does not carry out any regulated activities. 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.
EOS and Hermes Stewardship North America Inc. (“HSNA") do 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 clients. Please note that inclusion on this list should
not be construed as an endorsement of EOS’ or HSNA's services. EOS has its registered office at Sixth Floor, 150 Cheapside, London EC2V 6ET. HSNA's principal

office is at 1001 Liberty Avenue, Pittsburgh, PA 15222-3779. Telephone calls will be recorded for training and monitoring purposes.
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