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Letter from Our CEO 

We’re living through an unsettling 
time as one energy paradigm comes 
to an end before the new one fully 

emerges. Although we’re moving steadily toward 
a decarbonized world, we’re still dependent on 
fossil fuels to meet our immediate energy needs. 
And while we are headed toward a more just and 
resilient economy, our markets still depend on 
distant workforces linked by fragile supply chains. 
It’s an awkward and uncertain moment but one 
filled with promise and opportunity.

When Chris James founded Engine No. 1, we 
set out with one goal: to leverage the capitalist 
system that investors use to build businesses and 
wealth and demonstrate that you can use it to 
create value and superior returns while directly 
addressing the world’s biggest problems. That may 
sound audacious, but we are impatient with the 
velocity of change that we see.

We believe that a company’s material impacts 
should be accounted for just like other economic 
fundamentals and integrated into long-term 
business models.

The best way to address a problem—or transform 
a business model—is to confront it directly. 
Studies continue to show that divesting is typically 
ineffective1,2 and can destroy value.3 

We believe that by working with large companies 
as constructive and active owners, we can help 
drive their long-term economic performance.

In 2021 we put our beliefs to work. During Engine 
No. 1’s proxy campaign against ExxonMobil, 
Chris held most of his Zoom calls with a Ted 
Lasso-inspired “Believe” sign behind him. It’s a 
fitting comparison: when we started our efforts 
with ExxonMobil, a lot of people took us about 
as seriously as Ted was taken as the coach of a 
Premier League soccer team.

We successfully elected to the board of 
ExxonMobil three new independent directors 
with critical energy transition and leadership 
experience. The campaign helped convince 
ExxonMobil to focus on capital discipline, leading 
the company to abandon plans to expand oil 
production by 25%, which will keep a half billion 
barrels of oil per year in the ground. We won the 
campaign because we made an economic case, 
free of ideology, and brought the biggest asset 
owners and managers with us.

Because of that campaign, we have been able 
to quietly engage with the leadership of the other 
major energy companies on their long-term 
strategies.

We collaborated with General Motors and John 
Deere to refine how they create value over time—
helping position their businesses on the right 
side of the transition toward sustainability and a 
positive societal impact. We firmly believe that this 
will result in better growth prospects and multiple 
expansions. As a result, we continued to deliver 
strong performance. 

Another part of being active, engaged investors is 
through voting. We published our voting strategy 
and guidelines and launched a platform that 
discloses how we vote on every proposal at every 
company in the Engine No. 1 Transform 500 ETF.4

Looking inward we are proud of the diverse and 
talented team we continue to build and the work 
we’re doing related to our firm’s own emissions. 
In our first year of operations, Engine No. 1 offset 
100% of our emissions.

That puts us at the forefront of companies—other 
asset managers included—in setting and achieving 
meaningful carbon targets.

With your help, we will continue to push for real, 
impactful change. In our view, climate risk and 
social risk are business risk, so we will further 
deepen our work with leaders in emissions-heavy 
sectors to get to net zero sooner than 2050—an 
acceleration that we believe will drive economic 
value. At the same time, we will expand our 
product offerings, primarily in ETFs and private 
investments. Most importantly, we will be active 
owners of companies to drive both positive 
economic results and societal impact at scale.

Our purpose is to create value as we transition to 
a more sustainable world. That means scouting 
the terrain ahead and identifying the bottlenecks 
as well as the strategic high ground. Right now 
we’re seeing opportunities emerging in sectors 
as divergent as mobility, energy, agriculture, 
industrial components, and supply chains—each 
being reshaped by the pressures that accompany 
decarbonization.

We see opportunities and a lot of work ahead. We 
hope you will join us.

Jennifer Grancio
Jennifer Grancio
Chief Executive Officer, Engine No. 1

We built Engine No. 1 on two core 

beliefs: that taking environmental, 

social, and governance (ESG) data into 

account drives economic value and 

that investors must be active owners.
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Bringing Common Sense Back to Capitalism

Engine No. 1 is an investment 
firm and a public benefit 
company that is purpose-built 
to create long-term value 
and bring common sense 
back to capitalism. 

We believe that a company’s performance can 
be greatly enhanced by the investments it makes 
in its employees, customers, communities, and 
the environment.

We are excited to share our first impact report 
following our first year as a firm. In this report, we 
hope to provide an open and transparent view 
into our approach to create long-term value for 
shareholders using our Total Value Framework, 
which quantifies, in dollar terms whenever 
possible, the value that companies deliver. Another 
important part of our investment strategy involves 
active ownership through voting. By being engaged 
owners on behalf of our clients, we can work 
directly with companies to improve, transform, and 
ultimately deliver more value.

Our goal as investors is to shift the trajectory of 
companies to create more value for employees, 
customers, communities, and the environment. 
By doing so, we can create more long-term value 
for shareholders.

We measure impact by looking at the total value 
of the companies we invest in and how that will 
change over time.   

We endeavor to hold ourselves to the same high 
standard to which we hold others, and we aim to 
walk the talk when it comes to sustainability and 
stakeholder focus. In this report, we lay out our 
firm’s own metrics on important areas like our 
workforce and carbon emissions.

There is much work to be done. From 2012 to 
2018, total investor assets subject to sustainable 
shareholder engagement strategies more than 
doubled, from $4.7 trillion to $9.8 trillion, according 
to the Global Sustainable Investment Alliance.5 
During that same period, global carbon dioxide 
emissions increased from 34.8 billion to 36.4 billion 
metric tons;6 adult obesity rates increased from 
28.1% to 30.9%;7 the average gender wage gap rose 
slightly from 20.7% to 21.0%;8 and average hourly 
wages for workers barely moved, inching up from 
$21.63 to $22.71.9

Our goal as investors is to prove the power of 
active ownership by creating value and instigating 
real change. Currently, we do this through three 
funds, which together invest more than $713 million 
(as of March 31, 2022).

The Perennial Fund is a concentrated equity fund focused on generating returns through active 
ownership, engaging with companies to support and develop sustainable business models that create 
long-term stakeholder value. The fund represents a new way of measuring, quantifying, and unlocking 
value through fundamental analysis, our Total Value Framework, and active ownership.

Perennial Fund

With VOTE passive investors can be active owners, tracking a large-cap benchmark and using 
their voting power. VOTE invests in a portfolio of the 500 largest US publicly traded stocks, enabling 
investors to use their voice to hold companies accountable. Rather than exclude companies that need 
to change, VOTE works to change them.

Engine No. 1 Transform 500 ETF (ticker: VOTE)

NETZ is an actively managed fund that aims to invest in companies that will drive and benefit from 
the energy transition. NETZ holds companies that have a strategy to create value on their path to net 
zero across multiple industries, including transportation, energy, agriculture, and critical supply-chain 
companies.

Engine No. 1 Transform Climate ETF (ticker: NETZ)

Engine No. 1 also makes private company investments through the Perennial Fund and our Foundry 
business. In the private markets, we take an active role in creating and building companies that 
generate economic value and impact.
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Our Focus on Sustainable 

Business Models

ENGINE NO. 1 2021 IMPACT REPORT 6



How We Align ESG Goals with Investing

Our mission is to create long-term value 
for shareholders and stakeholders by 
partnering with corporate leaders to 

help them transform their businesses to be more 
sustainable. How do we define sustainable business? 

A sustainable business meets or exceeds 
its cost of capital after internalizing all 
externalities associated with its business. 

We believe that companies should be held 
accountable for damages they cause and get credit 
for benefits they provide to stakeholders.

Agriculture and manufacturing companies that 
pollute our oceans and waterways cause damage 
to a broad array of stakeholders; those damages 
should be integrated into their valuations. Similarly, 
automakers that move to reduce their cars’ carbon 
emissions provide a benefit to stakeholders by 
reducing damages—an improvement that likewise 
should factor into their valuations. Biotech 
companies that improve lives and productivity 
while cutting systemwide waste should get credit 
for their impacts. By working with companies on 
their path to becoming more sustainable—and to 
maximize profits while benefiting and minimizing 
damages to stakeholders—we believe we are 
creating long-term value. We also believe that this 
push toward sustainability is consistent with the 
goals of most ESG investors.

ESG means different things to different people. 
Despite its ubiquity, many traditional investors 
still eschew ESG altogether. Other investors 
use screens or ratings to invest only in “good” 
companies while avoiding “bad” ones.

We disagree with this approach wholeheartedly.  
First, we find ratings data to be inconsistent and 
uncorrelated: the same company could get a 
favorable rating from one ratings provider and 
a poor one from another. Moreover, research 
repeatedly shows that divestment does not 
materially affect targeted companies or modify 
corporate behavior. As investors we believe that 
it also reduces the opportunity set, resulting in 
portfolios with unintended risk concentrations. 
Engagement—not exclusion—is the right approach 
to driving positive impact in public companies. 
You don’t solve a problem by running from it.

In launching Engine No. 1, we wanted to ensure 
that we were collaborating with other investors 
and stakeholders and that our firm’s own goals 
were aligned with the broader goals of society. The 
closest we have to a global playbook for society’s 
social and environmental ambitions is the United 
Nations Sustainable Development Goals (SDGs). 
Endorsed by nearly every nation, the 17 SDGs (with 
169 underlying targets) establish a framework that 
governments, nonprofits, companies, investors, 
and individual citizens can use to ensure that their 
work aligns with the broader goals of society. 

The SDGs span social and environmental causes, 
including eliminating poverty and hunger, 
promoting good health and well-being, providing 
affordable and clean energy, reducing inequality, 
and taking action on climate. In short the SDGs 
are a useful framework for defining and classifying 
different aspects of stakeholder value. Our current 
investment themes are rooted in these goals.10 

Aligning with the Sustainable Development Goals

Transform: Money and Work
Inclusive Economic Development

Transform: Health
Health and Food Security

Transform: Mobility
Sustainable Infrastructure

Transform: Climate
Climate, Environment, and Sustainability

Transform: Tech and Education
Equitable Access and Advancement
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How We Align ESG Goals with Investing

Signing On to the United 
Nations Principles for 
Responsible Investment

Engine No. 1 is a signatory to the United Nations 
Principles for Responsible Investment (PRI), which 
has become the standard for asset managers and 
asset owners committed to incorporating social 
and environmental concerns into their investment 
analysis and active ownership practices. While the 
PRI still has significant room for improvement, we 
see it as a foundation on which to build.

Signatories to the PRI commit to taking on a 
fiduciary role and acting in the best long-term 
interests of their beneficiaries. We believe that 
applying the PRI’s six principles better aligns 
investors with the long-term objectives of society. 
We’ve committed to following these principles, 
and we encourage other investors to do the same.

Principle 1. We will incorporate ESG issues 
into investment analysis and decision-
making processes.

Principle 2. We will be active owners and 
incorporate ESG issues into our ownership 
policies and practices.

Principle 3. We will seek appropriate 
disclosure on ESG issues by the entities in 
which we invest.

Principle 4. We will promote acceptance and 
implementation of the principles within the 
investment industry.

Principle 5. We will work together to 
enhance our effectiveness in implementing 
the principles.

Principle 6. We will each report on 
our activities and progress towards 
implementing the principles.

Source: United Nations Principles for Responsible 
Investment
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Our Total Value Framework: A New Way to See Value

The current way of measuring 
company value looks at only 
part of the picture, missing 
many material factors.

Companies answer to two primary constituencies: 
shareholders and stakeholders. Shareholders focus 
on financial prospects such as revenue, profit, 
cash flow, and growth rates. They own, sell, or 
hold, and they vote accordingly. Stakeholders are 
a broader group of people who are affected by 
company behavior: employees, consumers, and 
governments. Factors affecting stakeholders are 
not measured or tracked the way financial data is 
but can be equally important to a company’s long-
term financial health.

ESG reporting attempts to fill in the blind spots by 
rating some of the factors affecting stakeholders, 
but ESG is still in its infancy and reporting 
standards are inconsistent. Not only that, but the 
ratings are challenging for financial analysts to 
integrate into investing models. This presents an 
opportunity for investors who can integrate these 
new data sets into company valuation.

Engine No. 1’s Total Value Framework 
integrates shareholder and stakeholder 
data. In its simplest form, the total value of 
a company is profits + benefits – damages. 
Using the Total Value Framework, Engine 
No. 1 achieves a more holistic view of 
company value and stock prices. To us ESG 
is not an asset class—it’s data. 

Companies have positive and negative impacts, 
known as externalities, that are not measured 
in traditional shareholder metrics but are in fact 
material to stakeholders and affect a company’s 
financial value over time.

Here’s how it works: Start with the value a 
company creates for its shareholders and stake-
holders—employees, customers, communities, 
and the environment. Now subtract the negative 
externalities the company generates, such as 
waste, carbon emissions, resource use, social 
practices, and other ESG factors. Then add back 
the company’s positive externalities, such as 
the impact a new healthcare device may have 
through better patient outcomes or lower 
systemwide costs. The company’s total value 
is the sum of all of this.

To see how these externalities work in the real 
world, consider the case of tobacco. Overwhelming 
evidence demonstrating the damage of smoking 
led key stakeholders to react, ultimately affecting 
the share prices and financial prospects of tobacco 
companies. The US Food and Drug Administration 
took control over the manufacture, distribution, 
and marketing of tobacco products with the Family 
Smoking Prevention and Tobacco Control Act in 
2009. Consumers reacted, as well: adult smoking 
rates have fallen almost 70% since 1965.11

We believe that carbon data is driving a similar 
movement now. As the effects of climate change 
become increasingly clear, people around the 
world are reacting. 

Governments are imposing regulations, consumer 
behavior is shifting, and there has been massive 
investment in alternative energy sources. Another 
way markets and investors are reacting is by 
demanding more data.

For our investments, we assess the total value 
of each company we are considering and gauge 
drivers that may push its valuation to better reflect 
its total value over time. This is often a bespoke 
process, as huge data gaps continue to exist, 
especially regarding the impact that a company’s 
products have. By bringing in high-quality data 
from several different sources, standardizing it, 
and filling in gaps, we can roughly assess how a

company’s total value may affect its ability to 
create long-term value for shareholders as well.

All companies have an impact—whether they 
measure it or not. By the same logic, all investors 
have an impact, as well, whether through active 
engagement with companies or passive acceptance 
of the status quo. Our goal as investors—the impact 
we aim to have—is to affect the decisions made 
today so that a company can maximize the value 
it creates in the future in ways that will benefit 
stakeholders and shareholders alike.

Long-term shareholder value for an unsustainable business

Negative 
externalities

Positive 
externalities

Residual 
externality value

Va
lu

e

Shareholder
value

Net  
externalities

Stakeholder
value

Internalized 
externality value

Long-term 
shareholder value
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We believe that investors need to 
use their voice to influence how 
companies operate. As active owners, 

we work with companies to help management 
understand their own company’s material 
impacts. We support these companies and engage 
more actively where needed to drive business 
transformation, strategies to win in this period of 
epic transition, and strong financial results. The 
votes we cast, the campaigns we run, and the 
investors we bring with us drive and sustain long-
term value.

Fossil fuel divestment has increased in recent 
years to include institutional investors with 
trillions of dollars in assets,13 but researchers have 
struggled to find evidence of its direct impact on 
companies. In their research, Professors Jonathan 
Berk at Stanford University’s Graduate School 
of Business and Jules H. van Binsbergen of The 
Wharton School of the University of Pennsylvania 
found that the impact of divestment is “too small 
to meaningfully affect real investment decisions.” 
To have impact, they wrote, “socially conscious 
investors should invest and exercise their rights of 
control to change corporate policy.”14

As some investors have increased their focus 
on climate change and sustainability, there is 
evidence of a growing engagement-focused 
movement. We can see this in part through the 
growth of investor engagement teams, the increase 
in investor resources devoted to engagement 
strategies and organizations, and the proxy-voting 
records of asset managers. 

We can also see this emerging focus in the growth 
of investor groups such as the PRI. Its broad 
adoption shows investors’ increasing interest on 
engagement and stewardship. More than 3,800 
investment firms totaling $121 trillion have now 
become signatories, a figure that has doubled 
in the past five years.15 Organizations like the 
World Economic Forum and the Organisation 
for Economic Co-operation and Development 
now publish research specifically on investor 
stewardship.16 

“ If every investor who cared about moving 
away from fossil fuels and addressing climate 
change divested from Exxon to show their 
disdain for the company and its approach, 
it would simply leave the company with 
shareholders that don’t particularly care—
and that would be a problem. It certainly 
would have doomed our effort to place new 
members on the board.

“In 2022, investors big and small should make 
it their goal to vote this proxy season on all 
environmental, social and governance issues 
raised at the annual meetings of companies 
they own. As investors, they have a seat at the 
table. They should sharpen their elbows and 
raise their voices.” 12

– Chris James, 
Founder & Executive Chairman, Engine No. 1 
Time magazine op-ed
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Several other investor 
groups—many of which focus 
explicitly on climate-related 
engagements—are also gaining 
traction. Climate Action 100+, 
Ceres Investor Network and 
the Net Zero Asset Managers 
initiative now have trillions in 
assets under management.

615 IN
VE

ST
OR

S

$55T AS
SE

TS

Climate Action 100+18

127 IN
VE

ST
OR

S

$43T AS
SE

TS

Net Zero Asset Managers21

330 IN
VE

ST
OR

S

$45T AS
SE

TS

Inst. Investors Group on Climate Change20

200 IN
VE

ST
OR

S

$47T AS
SE

TS

Ceres Investor Network19

300 IN
VE

ST
OR

S

$4T AS
SE

TS

Interfaith Center on Corp. Responsibility22

In the Global Sustainable Investment Alliance’s 
most recent review of the sustainable-investing 
field, it found that while assets dedicated to 
negative and exclusionary screening were flat 
from 2016 to 2020, corporate engagement and 
shareholder action have since grown by 25%.17
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313
companies named to the CDP’s (formerly 

the Carbon Disclosure Project) “A List” for 
transparency and action, which marked 

45% growth from the previous year23

970
companies now have 

carbon targets24

200+
companies have now signed the 
Climate Pledge to reach net-zero 

emissions by 204025

20%
of the world’s largest 

companies have adopted net-
zero emissions targets26

25%
reductions by companies’ 

emissions since 201527

We can look for evidence of the success of these aggregated voting and engagement efforts in some 

of the recent actions at companies related to climate disclosure and targets.

At Engine No. 1, we believe that engagement 
should be targeted, strategic, and connected 
to creating long-term economic value. We 
aim to catalyze change. Our goal is to harness 
the power of investors to hold companies 
accountable for what we stand behind—like 
strengthening the workforce, restoring the 
climate, and increasing transparency. Our active 
ownership spans the following action items.

Collaboration. We seek to work with 
management and boards cooperatively 
to unlock long-term value by linking 
their environmental and social impact 
to the economics of their business.

Voting. We seek to exercise our voting 
rights on company shares to promote 
long-term stakeholder value.

Engagement with like-minded investors. 
We seek to lead coalitions of shareholders 
to catalyze change.

Through our engagements, we work to drive 
accountability, acceleration, and transformation 
at companies, which we measure using our 
Total Value Framework and seek to connect to 
performance.
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10 companies  =



Over the past year, we have worked to show the power 
of active ownership to help drive transformation at 

companies. Although our work is only just beginning, 
we are heartened by our progress.
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Holding Companies Accountable

Reenergizing 
ExxonMobil
Opportunity
ExxonMobil underperformed its peers as it chased 
production growth over value. The company had 
an undisciplined capital allocation strategy and 
failed to take even initial steps toward the evolution 
to a low-carbon future. Its strategy contributed to a 
decade of value destruction with no credible plan 
to protect value in an energy transition.

For ExxonMobil to create value, it would need 
new leadership to usher the company through 
the energy transition.

Why It Matters
Oil and gas companies face significant long-term 
challenges with the shift to a low-carbon economy. 
We believe that our campaign has played an 
important part both in raising climate as a key 
strategic issue for managers and boards across 
industries and in making ESG a more significant 
focus for the large network of bankers, lawyers, 
and advisors who influence corporate strategy 
and operations.

Scope of Engagement
We nominated four directors with deep experience 
in the energy sector who we believe could guide 
a better strategy for ExxonMobil to succeed in a 
rapidly decarbonizing world. At the company’s 
annual meeting in June 2021, we were successful 
in electing three of those directors to the board in 
what had become the largest proxy campaign in 
history. 

We remain confident that these three directors 
bring the successful and transformative energy 
experience that the board had been missing and 
that with their leadership the company will be 
better able to transform its long-term strategy and 
capital allocation.

Impact

ExxonMobil 
increased its focus 
and spending on low-
carbon investments 
and dropped plans to 
increase production 
by more than 25%—
equivalent to nearly 
a half billion barrels 
of oil equivalent per 
year.28

The company announced in early 2022 
a new ambition to achieve Scope 1 and 
2 net-zero GHG emissions for operated 
assets by 2050.29

25%
decrease in 
planned 
production 500M barrels of oil will 

not be drilled

= 50M barrels

Based on our analysis, this more 
disciplined capital allocation strategy 
strengthened the reliability of the 
dividend and led to outperformance 
against its closest peer, Chevron.

Outperformance
against Chevron

Net Zero
GHG emissions by 2050

The company also 
committed to a 40% to 
50% reduction in GHG 
intensity on upstream 
assets and a 20% 
reduction on an absolute 
basis for corporate-wide 
GHG emissions by 2030.

20%
corporate-wide 

emissions reduction 
by 2030
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Electrifying 
General Motors
Opportunity
Transportation accounts for 14% of global GHG 
emissions. General Motors (GM), which makes 
nearly 9 million vehicles per year, could play a key 
role in decarbonizing transportation.

Why It Matters
With industry analysts projecting that sales of 
internal combustion engine vehicles will peak in 
the coming years while sales of electric vehicles 
(EVs) will rapidly grow, we see potential for GM to 
use this industry transition to expand market share 
and grow margins as volumes scale and battery 
costs decline.

Scope of Engagement
Through our collaborative engagement with 
CEO Mary Barra and her team, we are working 
to accelerate and sustain the company’s transition 
to an all-electric fleet. Though recently there 
has been considerable focus on pure-play EV 
companies, GM’s scale makes it a significant 
player in the space.

Through our engagement with GM, we’ve focused 
on five factors that we believe will be critical to 
its success: accelerating battery production; de-
risking its battery supply chain; accelerating EV 
production; focusing on messaging around its 
Cruise autonomous car technology; and being 
transparent with preorders for battery electric 
vehicles (BEVs).

Impact

Holding Companies Accountable

Based on estimates outlined in our white paper 
Mobility Becomes Electric: The Role of Automotive OEMs in 
Speeding the Battery Electric Vehicle Future, we believe 
that this transition could eliminate 78% of GM’s 
Scope 3 emissions, which compose 98% of its 
total GHG footprint. 

This is equivalent to a reduction of 205 metric tons 
of CO2 (MtCO2e) per year in GHG emissions, which, 
at a social cost of carbon of $100 per MtCO2e, would 
equate to a roughly $20 billion benefit to society 
each year—all while strengthening GM’s long-term 
position within the evolving auto sector.

Since the start of our engagement 
with GM, the company increased its 
BEV production target from 1 million 
in the United States and China by 2025 
to 1 million in the US alone. GM also 
increased the planned capacity of its 
third battery plant—a critical change 
that will enable it to meet surging 
demand for BEVs.

98%
GM’s Scope 3 

emissions

78%
of which can 

be eliminated

0.5M

0.5M1M

= BEV production target 
before engagement

= BEV production target 
after engagement
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Shifting Focus 
at John Deere
Opportunity
Chemical fertilizers, pesticides, and herbicides 
account for more than 80% of a farmer’s total 
emissions.30 John Deere, the agricultural machinery 
maker, manufactures precision Ag products 
that can significantly reduce emissions from the 
over-application of fertilizer, herbicide, and other 
chemicals. 

Why It Matters
The agriculture sector can transform to increase 
long-term value to shareholders as well as to 
enable a more sustainable future and feed 
a global population. 

Scope of Engagement
We are engaging with John Deere management 
to focus on scaling the adoption of its precision 
Ag products.

Impact

Holding Companies Accountable

We estimate that current precision Ag 
technology can reduce chemical inputs 
by 10% to 15%, and upcoming precision 
Ag technologies could cut herbicide 
use by up to 90%.31 90% herbicide 

reduction could be 
cut by precision Ag

These new technologies could also reduce fertilizer 
use by an additional 10%, based on our analysis. 
These savings could more than offset the other 
emissions associated with John Deere products.

All of these initiatives go to reducing 
the GHG emissions of agriculture and 
other land use, which makes up 24% 

of all GHG emissions globally.32

10%
potential 
reduction in 
fertilizer

24%
global GHG emissions 

from agriculture
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Why Voting Matters

Every year shareholders vote on tens of thousands 
of proposals at public companies. That’s our 
right as shareholders—to vote. Through that right 
we are able to elect boards and ratify auditors. 
We are able to hold companies and their leaders 
accountable. We are able to support critical 
social and environmental proposals where we 
see a clear connection to a company’s ability to 
drive long-term value.

Shareholder voting is an increasing focus area for 
investors who want to catalyze positive change, 
and 2021 stands out as a watershed year. In the 
past year, we’ve seen a 27% increase in the 
number of environmental and social proposals 
submitted by shareholders. There has also been 
growing support for these proposals. But there’s 
still a long way to go. Most environment and social 
proposals—80%—failed to pass, and average 
support remains at 34%.33

When we launched Engine No. 1, we established a 
new voting strategy that prioritized transparency, 
accountability, and investing in stakeholders. 
We support increasing reporting and disclosure for 
companies’ environmental and social impact.

We hold leadership accountable and support 
oversight and governance best practices across 
public companies.

One core goal of our voting guidelines is to 
accelerate the economy’s transition toward the 
recommendations of the Intergovernmental 
Panel on Climate Change to meet a 1.5° Celsius 
scenario. For many companies, we believe that 
this requires significant changes in transparency, 
accountability, strategy, and operations to achieve 
net-zero emissions. That includes ensuring that 
the company’s board and senior management 
are considering the ESG risks relevant to climate 
change, which may require adoption of net-zero-
aligned transition plans with specific targets that 
investors can track.

Our voting guidelines are also intended to 
encourage companies to strengthen the 
investments they make in their stakeholders, 
including their employees, customers, and 
communities. Companies’ workers should be 
compensated fairly, without discrimination, 
with livable wages; customers should be treated 
respectfully, with their rights and privacy 
protected; and communities should see the benefit 
of the innovation, production, and development 
that companies bring.

Holding Companies Accountable

From the launch of our firm through 

the time this impact report was 

prepared, we have voted at 

75 company meetings on 
898 proposals, including 
61 shareholder proposals 

on issues that ranged from GHG 

emissions, political spending, and 

human capital management to 

diversity, equity, and inclusion (DEI) 

and beyond. 

We supported over 90% 

of these shareholder proposals.

Data as of March 31, 2022
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We report our votes to the public in real time on 
our website for all of our ETFs, enabling our public 
investors to see how their power is being used on 
the issues they care about.34  We also share detailed 
case studies on important votes we’ve cast, also 
available on our site.

Here are highlights of some votes we’ve taken:

Director elections. We voted against directors at 
such companies as Estée Lauder, Fox, Oracle, and 
Procter & Gamble for lack of accountability on ESG 
issues, failure to manage risk, or lack 
of independence.

Executive compensation. We voted against excessive 
or short-term compensation packages 
at such companies as Paychex and Sysco.

Political spending and lobbying. We voted to increase 
transparency and oversight of the way companies 
interact with our political system at FedEx, Fox, and 
others.

DEI. We voted to increase focus on diversity, equity, 
and inclusion and reporting on pay gaps at such 
companies as Nike and Tesla.

We expect to cast votes on thousands of proposals 
this year across all the largest US public companies. 
But it’s not enough for us to just vote according 
to our principles—we must also influence others 
to follow.

The top 20 asset managers command more 
than $45 trillion in assets, and their growth has 
outstripped that of the rest of the industry.35  
Academic research suggests that just three asset 
managers—BlackRock, Vanguard, and State 
Street—could cast as many as 40% of the votes 
for S&P 500 companies by around 2040, up from 
25% in 2018.36 

However, the largest asset managers often lack 
the incentive to focus on active ownership. 
While the average fund supported 46% of ESG 
resolutions in 2019, the five largest asset managers 
supported only 18%, bringing down the overall 
results significantly.37 Many of these largest firms 
are also the most traditional and deferential 
to management when it comes to voting on 
shareholder proposals.

We believe there is a better way. We share our 
voting policy and our voting record publicly, 
and we push other funds to do the same so that 
investors can see where their money is making 
a difference. Over time we expect demand from 
investors to push asset managers to focus more 
on environmental and social proposals, and we 
hope to see more successful critical proposals at 
public companies.

Holding Companies Accountable

Sharing Our Research

As proud as we are of what we have accomplished 
this year, we know that we will be successful only 
to the extent to which we are able to convince 
other investors to join us. We cannot drive positive 
impact if others fail to join the fight. One way we 
seek to do this is through publishing our research 
and sharing our insights as publicly as we can.

This year we released three white papers—all of 
which were written by or in collaboration with 
leading academics.

A New Way of Seeing Value: Introducing the Engine No. 1 Total Value Framework, written 
by Professor Witold J. Henisz of The Wharton School of the University of Pennsylvania, 
outlines the history and the challenges of ESG investing, ratings, and metrics and lays out 
our own approach—our Total Value Framework—to the public.

Energy Transformations: Technology, Policy, Capital and the Murky Future of Oil and Gas, 
written by David G. Victor of the University of California, San Diego, serves as necessary 
grounding for our campaign at ExxonMobil.

Mobility Becomes Electric: The Role of Automotive OEMs in Speeding the Battery Electric 
Vehicle Future, written by John Paul MacDuffie of The Wharton School, shares our views on 
the future of auto and why we are such believers in the power of incumbents like General 
Motors to become leaders in their own industry’s transformation.
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Looking Inward at Our Own Impact

When we launched Engine No. 1, we  
did so with the shared conviction that 
all companies should focus on their 

social and environmental impact to create the 
most value for their stakeholders. That includes 
our firm. We eat our own cooking.

Just as we apply the Total Value Framework to 
companies in our portfolio, we turn that tool back 
on ourselves as we consider the value we deliver 
to our employees, clients, communities, and the 
environment.

Here we chronicle our journey of reporting 
according to the recommendations of the PRI, 
the Sustainability Accounting Standards Board 
(SASB), and the Global Reporting Initiative (GRI). 
To show material ESG issues that are important 
to our stakeholders and to us as a business, we use 
a materiality matrix. We then focus on disclosing 
metrics in three areas: the impact we have on 
companies as investors, our impact on the climate, 
and the diversity of our workforce.

Measuring Our ESG Footprint

To start, we underwent a thorough materiality 
assessment—using SASB and GRI definitions—to 
identify the material ESG topics that have a direct 
impact on Engine No. 1 and our employees, clients, 
communities, and the environment.

We analyzed industry and peer reporting themes, 
topics, and benchmarks.

Next we solicited feedback from each of our 
major stakeholder groups—employees, investors, 
regulators, standard setters, industry organizations, 
and vendors and service providers—to assess 
which topics seemed most material. Finally, we 
worked with the sustainability practice of a top 
accounting firm to align material topics with ESG 
reporting standards and frameworks. 

This process allowed us to determine our 
most significant ESG topics according to their 
importance to our business and our stakeholders. 
The process showed how differently various groups 
view certain factors. While corporate culture 
is extremely important to the success of any 
professional service or asset management firm like 
ours, it is of less significance to our stakeholders, 
who care deeply about climate through both our 
investment activities and our emissions.

We don’t expect our business or material issues 
to shift substantially over time, but we do intend 
to refresh this analysis each year ahead of our 
impact report. Ultimately, our goal is to report fully 
in line with SASB standards for asset managers. 
Additionally, we will leverage the GRI to disclose 
performance on our material issues not covered by 
SASB.

Materiality Matrix
Topics that are most material to Engine No. 1
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Client relations

Talent development

Fair compensation

Advocacy transparency

Energy

Emissions

Human rights

Environmental   •  Social   •   Governance

Climate risk and opportunities

Equity, diversity, and inclusion

Social and community impact

Impacts of investment activity

Waste

Supply chain

Business ethics

Privacy and data security

Governance structure

Investment 

Stewardship

Board diversity

Marketing and advice

Products and services

Risk management

Talent attraction and retention

Corporate culture

Employee well-being
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Looking Inward at Our Own Impact

Measuring Our Climate Impact

As a firm, we have already achieved carbon 
neutrality—offsetting 100% of our emissions—
and we have committed to achieving net 
zero according to the standards of the SBTi, a 
partnership among organizations that include the 
United Nations Global Compact, and the World 
Resources Institute.

But our own carbon footprint is only part of our 
overall impact. Our largest impact on the climate 
is through the influence we have on the companies 
in which we invest. The scale of the impact is a 
factor of the size of the portfolio company as well 
as the industry.

In another example, if we could take credit for 
reducing ExxonMobil’s annual emissions by as 
little as 0.0008%, we would have more than offset 
the emissions of our own operations. Reducing 
ExxonMobil’s emissions by 1% would offset running 
Engine No. 1 at its current emissions profile for 
1,231 years.

This sort of outsized impact is why we started the 
firm and it’s why we believe that it is well worth the 
(relatively small) emissions associated with our 
operations. But it’s not enough.

We believe that avoiding a climate disaster will 
require substantial transformation across industries. 
Though we know that most emissions come from a 
few highly emitting industries—like transportation, 
energy, and agriculture—we also know that we 
all have a role to play in disclosing and reducing 
our own emissions. The finance sector bears 
particular responsibility in its investing activities, 
which we don’t calculate here but plan to include 
in future reports when the data is available. Given 
how quickly we are growing, it’s important that we 
measure and eliminate as many of the emissions 
associated with our business as possible.

For example, GM’s transition from internal 
combustion engines to BEVs could reduce its total 
GHG emissions by more than 200 MtCO2e per 
year. That represents an

annual savings of more than

You would need to believe that we can take credit 
for less than 0.003% of GM’s decisions to have 
more than offset the emissions of our operations 
with changes in the operations of companies in 
our portfolio.

35,000x
the carbon we emitted in 2021
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Looking Inward at Our Own Impact

We hold ourselves to the same high bar to which 
we hold our portfolio companies. That means 
full transparency on our emissions and setting 
ambitious targets to reduce and eliminate them 
over time. As the business grows, our goal is to 
reduce carbon emissions to such a degree that, 
together with carbon removals and offsets, we’re 
able to reach carbon neutrality in our operations 
and eventually as a firm. This starts with 
measuring and reporting our emissions to 
our stakeholders.

Science Based Targets Initiatives

Scope 1. Direct GHG emissions occur from sources 
that are owned or controlled by the company.

Scope 2. Indirect GHG emissions from 
consumption of purchased electricity or heat.

Scope 3. Other indirect emissions, ranging from 
transportation used to goods purchased to the 
disposal of products sold.

We started measuring our carbon in our very 
first year of operations because it is critical that 
we and our stakeholders understand the impact 
our operations have on the environment. We 
estimated that Engine No. 1 emitted roughly 5,600 
metric tons of CO2e. Nearly all of our emissions 
fall under Scope 3—for example, through travel our 
employees do for work or the emissions associated 
with services we buy, such as legal or marketing 
services from our vendors.

We are committed to abiding by the highest 
standards of sustainability across our operations 
and practices and holding ourselves to the 
same high bar to which we hold our companies. 
That’s why we have already offset 100% of 
these emissions using nitrous oxide destruction, 
a process through which we are able to avoid 
emissions equivalent to the amount we emit 
through our operations. We have also committed 
to achieving net zero according to SBTi standards.

With this baseline established, we are now 
working to develop carbon reduction plans across 
our business, as well as devise a strategy for buying 
carbon offsets and removals that will enable us 
to achieve our ambition of becoming net zero as 
soon as possible.
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Looking Inward at Our Own Impact

Building a Diverse, Inclusive 
Team
For a people-driven business like ours, we are only 
as effective, innovative, driven, and resilient as our 
team. Our success depends entirely on our ability 
to attract, retain, and motivate the best talent in 
the industry. We believe that our deeper purpose 
and impact helps us do this.

Since our launch, we’ve built a team of more than 
50 extraordinary individuals across our offices in 
San Francisco and New York, as well as several 
working remotely in between. We are proud to 
bring together one of the most diverse teams in our 
industry.

As a company that’s trying to innovate, we believe 
that diversity is a material driver of performance. 
There are many ways to think about a company’s 
diversity, which includes gender, sexual orientation, 
and racial and ethnic minorities. This also includes 
background: beliefs, nationality, areas of study, and 
prior work and life experience.

We believe that we have assembled a diverse 
team of leaders who will enable us to succeed 
in building an innovative and enduring firm that 
creates long-term value for all stakeholders. This 
work never ends, and the equity and inclusion 
aspects of DEI are an ongoing internal process that 
we take very seriously.

41% of our employees 
identify as female

Both our ETF business head 
and our lead portfolio 
manager are women

54% of our employees 
identify as non-white

33%
of our senior 

leadership team is 
female

100%
of Perennial Fund 

investment team are 
people of color

Racial/Ethnic and Gender Representation of Employees

Executive 
Management

Non–Executive 
Management

Professionals
All Other 
Employees

Racial/Ethnic Representation of US Employees (%)

Asian 4.3% 4.3% 26.1% 4.3%

Black of African American 2.2% 2.2% 8.7% 0.0%

Hispanic or Latino 0.0% 0.0% 0.0% 2.2%

White 8.7% 13.0% 17.4% 6.5%

Native American or Alaska Native 0.0% 0.0% 0.0% 0.0%

Native Hawaiian or Pacific Islander 0.0% 0.0% 0.0% 0.0%

Two or more races 0.0% 0.0% 0.0% 0.0%

Gender Representation of Global Employees (%)

Female 4.3% 6.5% 19.6% 10.9%

Male 10.9% 10.9% 34.8% 2.2%
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Looking Forward

These initial metrics on our impact, 
emissions, and team are just the beginning. 
They represent the most material topics 

identified in our materiality matrix, but we 
intend to deepen and expand our reporting and 
disclosures as we scale to include all the topics 
material to our business and stakeholders.

For asset managers like us, SASB identifies four 
key topics that require specific quantitative and 
qualitative measures to disclose:

•  Transparent information and fair advice  
for customers

•  Employee diversity, equity, and inclusion
•  Incorporation of ESG factors in investment 

management and advisory
•  Business ethics

Within each of these topics, we’ve now established 
a baseline of reporting in this report that we will 
continue to increase over time. 

Ultimately, finance is an industry that depends on 
trust—the trust between investors and companies, 
between asset owners and asset managers, and 
between the public and the industry itself. That 
trust has been eroded over time, as many see 
investors as overly focused on short-term gains at 
the expense of long-term performance, employees, 
customers, communities, and the environment. 
Our hope is to help restore that trust through the 
investments we make and how we operate as 
a firm, including our disclosures to stakeholders.

We are grateful to all who have come with us so 
far, and we look forward to what’s next.
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Important Information

Engine No. 1 LP (together with its affiliated entities, 
“Engine No. 1”) has affiliated entities that are registered as 
investment advisers with the US Securities and Exchange 
Commission (the “SEC”). Registration with the SEC or with 
any state securities authority does not imply a certain level 
of skill or training. Engine No. 1 is not acting and does not 
purport to act in any way as an adviser or in a fiduciary 
capacity vis-à-vis any recipient of this document. Under no 
circumstances should any information or materials presented 
in this document be used or construed as an offer to sell, 
or a solicitation of an offer to buy, any securities, financial 
instruments, investments, or other services. Furthermore, no 
information in this document should be construed or relied 
on as investment, legal, accounting, tax, or other professional 
advice or in connection with any offer or sale of securities. 
You should consult your own advisers on such matters as you 
deem appropriate.

Before investing in NETZ or VOTE, you should 
carefully consider the Fund’s investment 
objectives, risks, charges, and expenses. This 
and other information is in the prospectus, 
a copy of which may be obtained from etf.
engine1.com. Please read the prospectus 
carefully before you invest.

Investing involves risk, including the possible 
loss of principal.

Shares of any exchange-traded fund (ETF) are bought and 
sold at market price (not net asset value (NAV)), may trade 
at a discount or premium to NAV, and are not individually 
redeemed from the Fund. Brokerage commissions will reduce 
returns.

Engine No. 1 Transform 500 ETF (VOTE) is not actively 
managed, and Fund Management at Engine No. 1 LLC 
(the Adviser) generally does not attempt to take defensive 
positions under any market conditions, including declining 
markets. 

Engine No. 1 may consider any ESG factors as core to its 
investment process but its specific focus for the Transform 
Climate ETF will be on the environmental factors most 
relevant to climate change. 

Engine No. 1 intends to incorporate ESG insights and analysis 
to ultimately drive financial and operational performance 
however there is no guarantee that this strategy will be 
achieved, and such assessment is at Engine No. 1’s discretion. 
Engine No. 1 does not use ESG ratings or rankings to exclude 
specific companies, but instead uses its own proprietary 
analysis to attempt to make better informed decisions. 
The Transform Climate ETF may forgo certain investment 
opportunities that do not meet Engine No. 1’s criteria and 
results may be lower than other funds that use different or no 
ESG criteria to screen out certain companies or industries.

Interests in the Perennial Fund are available for subscription 
only on the basis of the offering memorandum, limited 
partnership agreement, and subscription agreement (the 
“Offering Documents”), which are provided only to investors 
who satisfy the applicable eligibility criteria for investment 
in those jurisdictions where permitted by applicable law. The 
general partner of the Perennial Fund may decline to accept 
any subscription. No information in this document should 
be construed or relied on as investment or other professional 
advice or in connection with any offer or sale of securities. 
There can be no assurance that the Perennial Fund will 
achieve the targeted return or other specified targets, and 
there is no guarantee against losses resulting from investment 
in the Perennial Fund. Investment in the Perennial Fund 
carries the risk of loss of capital, and investors should review 
the terms of the Offering Documents with due care and 
appropriate professional advice.

This impact report is being provided for informational 
purposes only. This is not a research report. The information 
and opinions contained herein are for background purposes 
only and are subject to change without notice. Engine No. 1 
has no obligation to update it. 

No representation, warranty, or undertaking, express or 
implied, is given as to the accuracy or completeness of the 
information or opinions contained in this document by Engine 
No. 1, any of its affiliates, or any of their respective members, 
partners, directors, officers, employees, and agents, and 
no liability is accepted by such persons for the accuracy or 
completeness of any such information or opinions.

In particular, but without prejudice to the generality of the 
foregoing, no representation or warranty is given as to the 
achievement or reasonableness of any returns, projections, 
estimates, valuations, or prospects contained in this document 
or in such other written or oral information. This document 
contains information and opinions and has been prepared in 
good faith on the basis of reasonable, honestly held beliefs.

This impact report may contain forward-looking statements, 
which reflect Engine No. 1’s current views with respect 
to, among other things, Engine No. 1’s operations and 
performance. You can identify these forward-looking 
statements by the use of words such as anticipate, 
approximately, believe, continue, estimate, expect, intend, 
may, outlook, plan, potential, predict, seek, should, or will, 
or the negative version of these words or other comparable 
words. Forward-looking statements are subject to various risks 
and uncertainties. Accordingly, there are or will be important 
factors that could cause actual outcomes or results to differ 
materially from those indicated in these statements. Engine 
No. 1 undertakes no obligation to publicly update or review 
any forward-looking statement, whether as a result of new 
information, future developments, or otherwise.

Each of NETZ and VOTE is advised by Fund Management 
at Engine No. 1 LLC and distributed by Foreside Financial 
Services, LLC.

© 2022 Engine No. 1 LP. All rights reserved.

This Fund may be subject to tracking error, which is defined 
as the divergence of the Fund’s performance from that of 
the underlying index. At any given time, the Fund can have 
exposure to derivative instruments. A strategy or emphasis on 
environmental, social and governance factors (“ESG”) may 
limit the investment opportunities available to a portfolio.  

Therefore, the portfolio may underperform or perform 
differently than other portfolios that do not have an ESG 
investment focus. Please see the prospectus for a full list of 
Fund risks.

Engine No. 1 Transform 500 ETF (ticker: VOTE) Top 10 
Holdings

Engine No. 1 Transform Climate ETF (NETZ) is actively 
managed and may be susceptible to an increased risk of 
loss, including losses due to adverse events that affect the 
Funds’ investments more than the market as a whole, to the 
extent that the Funds’ investments are concentrated in the 
securities of a particular issuer or issuers, country, group 
of countries, region, market, industry, group of industries, 
sector or asset class. Shares are subject to the risks of an 
investment in a portfolio of equity securities in an industry or 
group of industries in which each Fund invests. Investments 
in emerging market countries may be subject to greater risks 
than investments in developed countries.

The Funds may purchase and write put and call options on 
futures contracts that are traded on an exchange as a hedge 
against changes in value of its portfolio securities, or in 
anticipation of the purchase of securities, and may enter into 
closing transactions with respect to such options to terminate 
existing positions. There is no guarantee that such closing 
transactions can be affected.

Engine No. 1 Transform Climate ETF (ticker: NETZ) Top 10 
Holdings

Transform 500 ETF is a diversified management investment 
company and Transform Climate ETF is a non-diversified 
management investment company under the Investment 
Company Act of 1940.
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