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THIRD QUARTER 2021 FINDING VALUE IN ESG
Executive compensation, energy transition, and succession planning were among the thorniest
issues we dealt with during the 2021 proxy season. We use these examples to illustrate our
engagement with managements and boards of directors, and the thought process behind our votes.
As active owners, we take our stewardship
responsibilities seriously. Direct engagement and
proxy voting are the two primary ways we can seek to
influence management teams and steer companies in
the direction of long-term shareholder value creation.
That is why we do not outsource our engagement
or proxy voting decisions; rather stewardship is led
by the members of our research team most closely
connected to the particular investment.
When it comes to proxy voting, there are always
a handful of particularly complex and inevitably
controversial votes that require significant discussion
within the research team to arrive at a vote
determination. We profile three such votes, below,
from the recent 2021 proxy season, to illustrate our
focus on maximizing long-term shareholder value
and how that was manifested in our voting and
engagement.
EXAMPLE 1: GENERAL ELECTRIC
CEO compensation has been a flash point at GE for
some time because of the size of Larry Culp’s pay
package. It has been our view that GE needed to pay
for the talent to run the company and execute on
the much-needed turnaround. We would rather have
the right person in the role, even if this commands
a higher compensation package than might seem
prudent (given the financial challenges the company
is facing).
We did, however, take issue with the recent decision
to re-price Larry Culp’s compensation package in late
2020 when the stock was experiencing significant
underperformance as a result of the global pandemic.
Re-pricing equity-based compensation packages
before they expire falls foul of our philosophy on
executive compensation. To add insult to injury,
repricing the package at the bottom of the market
meant that it was most advantageous for Larry Culp
while being least advantageous for shareholders. We
engaged extensively on this issue with GE’s lawyers,
the heads of Human Relations and Investor Relations,
and members of the board.

After much deliberation, we made the decision to vote
against Larry Culp’s pay package and abstained in
votes for the compensation committee members. In
our discussions with GE and Larry Culp specifically,
we made it clear that this was not a vote against Larry
(whom we still think very highly of) but rather a vote
against the philosophy by which GE determined CEO
pay, which we viewed as in direct conflict with the
interests of shareholders. We remain confident in GE
leadership specifically because it was our assessment
that this decision was made by the compensation
committee alone and therefore, while regrettable, did
not implicate Larry Culp directly.
EXAMPLE 2: EXXONMOBIL
ExxonMobil (Exxon) had perhaps one of the most
public and hotly contested board seat battles ahead
of the 2021 AGM (annual general meeting). We had
lengthy discussions with Exxon and Engine No.1
(the activist hedge fund proposing their own slate
of directors who they felt were better placed to help
Exxon manage the energy transition). Our concern
in speaking with the Engine No.1 nominees was that,
while we shared a lot of their concerns, they did not
have ideas to solve the problems they raised. As such,
we were not convinced that those nominees would do
a better job on the board than the current directors as
board disruption can bring its own set of problems.
Instead of voting for the Engine No.1 nominees,
we voted for the existing directors, while explicitly
conveying to the board the areas where we expected
Exxon to make significant progress: the quality of
financial and operating metric disclosures; energy
transition; and capital discipline, particularly as it
relates to upstream energy assets.
We decided to vote in favor of the proposal
requesting Exxon certify that its lobbying activities
would be aligned with the Paris Agreement,
contrary to management’s recommendation. We
judged that voting in favor of this resolution was
warranted given Exxon’s publicly-stated support
for the Paris Agreement, contrary to management’s
recommendation. Certifying that lobbying efforts are
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aligned with the Paris Agreement could therefore be
an effective way for the company to restore some
credibility on the issue of climate change, aligning
itself with European peers who have already made
this certification and taking the lead on this issue
among US peers. As we conveyed to Exxon directly,
this commitment could go a long way in helping
Exxon overcome its reputation of actively lobbying
to deter climate regulation and basing its strategy
on overly rosy scenarios for oil & gas demand. This
reputation has damaged the company’s credibility in
the investor community and, in our view, legitimized
the challenge from Engine No 1.
EXAMPLE 3: SCOR
Succession planning had always been on our agenda
when engaging with SCOR (a French property,
casualty and life reinsurance firm) because of the
key man risk that comes along with the founder CEO/
Chairman Dennis Kessler. This issue came to a head in
the 2021 proxy season because of the announcement
that Dennis Kessler was stepping down as CEO earlier
than planned and that the previously externally
appointed successor CEO, Benoît Ribadeau-Dumas,
(who had been in the process of shadowing Dennis
Kessler) would also step down and be replaced
by Laurent Rousseau, a company insider. This
backtracking on succession plans conveyed a sense
of disorganization or, potentially, a desire by Dennis
Kessler to retain control of SCOR after stepping down
as CEO by appointing an insider and retaining his role
as chairman.
To express our dissatisfaction with how this
succession process had been handled, we planned to

2 | Third Quarter 2021

abstain from votes related to the reappointment of the
CEO/Chairman and two directors on the nomination
committee, as well as voting against Dennis Kessler’s
compensation package. Prior to the vote, however,
we engaged with both the board and Dennis Kessler
directly, both to express our views as well as to
better understand these decisions. As we voiced
our concerns and investigated this issue, we learned
that Kessler’s decision to step down early was for
personal reasons that ultimately drove the need for a
successor CEO who was more intimately familiar with
the business and could hit the ground running. On
this basis, we decided to give Dennis Kessler and the
nominating committee the benefit of the doubt on the
motive behind the change in succession plans. In our
discussions with company management, we made it
clear that the communication to shareholders around
succession planning should have been better handled.
In light of that, while we decided to vote in favor of
the board reappointments, we still voted against the
compensation of Dennis Kessler to formally register
our discontent with the succession planning process.
These three examples of our more significant proxy
votes from the 2021 season hopefully highlight
where the nuances of each decision had to be
debated extensively, internally and with company
management, to reach a final vote determination.
Our focus on long-term shareholder value creation,
ESG or otherwise, always guides our decisionmaking. We believe our focus on bottom-up
company specific research makes us well placed
to evaluate ESG issues in the normal course of
investment diligence, all the way through to our
ongoing stewardship activities.
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FURTHER INFORMATION
These materials are intended solely for informational purposes. The views expressed reflect the current views of Pzena
Investment Management (“PIM”) as of the date hereof and are subject to change. PIM is a registered investment adviser
registered with the United States Securities and Exchange Commission. PIM does not undertake to advise you of any
changes in the views expressed herein. There is no guarantee that any projection, forecast, or opinion in this material will
be realized. Past performance is not indicative of future results. All investments involve risk, including risk of total loss.
This document does not constitute a current or past recommendation, an offer, or solicitation of an offer to purchase any
securities or provide investment advisory services and should not be construed as such. The information contained herein
is general in nature and does not constitute legal, tax, or investment advice. PIM does not make any warranty, express
or implied, as to the information’s accuracy or completeness. Prospective investors are encouraged to consult their own
professional advisers as to the implications of making an investment in any securities or investment advisory services.
The specific portfolio securities discussed in this presentation are included for illustrative purposes only and were
selected based on their ability to help you better understand our investment process. They were selected from
securities in one or more of our strategies and were not selected based on performance. They do not represent all of
the securities purchased or sold for our client accounts during any particular period, and it should not be assumed that
investments in such securities were or will be profitable. PIM is a discretionary investment manager and does not make
“recommendations” to buy or sell any securities. There is no assurance that any securities discussed herein remain in our
portfolios at the time you receive this presentation or that securities sold have not been repurchased.
For U.K. Investors Only:
This financial promotion is issued by Pzena Investment Management, Ltd. (“PIM UK”). PIM UK is a limited company registered
in England and Wales with registered number 09380422, and its registered office is at 34-37 Liverpool Street, London EC2M 7PP,
United Kingdom. PIM UK is an appointed representative of Mirabella Advisers LLP, which is authorised and regulated by the
Financial Conduct Authority.The Pzena documents are only made available to professional clients and eligible counterparties
as defined by the FCA. Past performance is not indicative of future results.The value of your investment may go down as
well as up, and you may not receive upon redemption the full amount of your original investment.The views and statements
contained herein are those of Pzena Investment Management and are based on internal research.
For Australia and New Zealand Investors Only:
This document has been prepared and issued by Pzena Investment Management, LLC (ARBN 108 743 415), a limited
liability company (“Pzena”). Pzena is regulated by the Securities and Exchange Commission (SEC) under U.S. laws,
which differ from Australian laws. Pzena is exempt from the requirement to hold an Australian financial services
license in Australia in accordance with ASIC Corporations (Repeal and Transitional) Instrument 2016/396. Pzena offers
financial services in Australia to ‘wholesale clients’ only pursuant to that exemption. This document is not intended to be
distributed or passed on, directly or indirectly, to any other class of persons in Australia.
In New Zealand, any offer is limited to ‘wholesale investors’ within the meaning of clause 3(2) of Schedule 1 of the
Financial Markets Conduct Act 2013 (‘FMCA’). This document is not to be treated as an offer, and is not capable of
acceptance by, any person in New Zealand who is not a Wholesale Investor.
For Jersey Investors Only:
Consent under the Control of Borrowing (Jersey) Order 1958 (the “COBO” Order) has not been obtained for the
circulation of this document. Accordingly, the offer that is the subject of this document may only be made in Jersey
where the offer is valid in the United Kingdom or Guernsey and is circulated in Jersey only to persons similar to those to
whom, and in a manner similar to that in which, it is for the time being circulated in the United Kingdom, or Guernsey,
as the case may be. The directors may, but are not obliged to, apply for such consent in the future. The services and/or
products discussed herein are only suitable for sophisticated investors who understand the risks involved. Neither Pzena
Investment Management, Ltd. nor Pzena Investment Management, LLC nor the activities of any functionary with regard
to either Pzena Investment Management, Ltd. or Pzena Investment Management, LLC are subject to the provisions of the
Financial Services (Jersey) Law 1998.
For South African Investors Only:
Pzena Investment Management, LLC is an authorised financial services provider licensed by the South African Financial
Sector Conduct Authority (licence nr: 49029).
© Pzena Investment Management, LLC, 2021. All rights reserved.
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