Exxon's Rex Tillerson Sees Climate Change as Risk Management Problem
by John Funk
June 14, 2013 - Climate change is a serious and complex problem that society may not be able to fix, and will just have to deal with, the head of the world's largest oil company said Friday.  "I view it as a risk management problem," Rex Tillerson, CEO of ExxonMobil, said in response to a question following his address to the City Club of Cleveland.
It was the 2nd time in 13 months that Tillerson articulated Exxon's new acceptance that climate change appears to be a reality.  And it was the 2nd time that Tillerson suggested the problem may not solvable.  Previously Exxon did not acknowledge the possibility of climate changes, let alone how it might be dealt with.
"There are some things we know and understand about it," Tillerson said of the forces behind the changes in average global temperatures.  "There are a lot of things about it that we don't know and don't understand.  "We're not sure how this is going to turn out."
If industrialized society is in fact changing the world's climate, then steps can be taken to "mitigate" the risk, Tillerson said.  Exxon strongly supports energy efficiency, he said, referring to the tough automotive mileage standards the Obama administration issued a year ago as an example of mitigation.  Those rules require automakers to achieve an average of 54.5 miles per gallon in 2025.  Better auto fuel economy and the decisions of electric companies to switch power plants from coal to natural gas are ways to cut back on greenhouse gas emissions, while not crippling the economy, Tillerson said.
"But what am I going to do if it turns out that none of my mitigation steps make any difference?" he asked the crowd packed into the City Club.  "What if it turns out that this is happening for a lot of reasons that I don't understand?  What's Plan B?
"Plan B means you had better start thinking about what kind of adaptation measures are going to be necessary, if the consequences that people are concerned about present themselves."
Despite that sobering assessment, Tillerson said he does not support a "carbon tax," referring to proposals advocated for years by environmentalists to have Uncle Sam tax the use of fossil fuels, basing the charges on the amount of CO2 produced.  "We still have a lot of gains to be made through technology and other less intrusive policies on the economy," Tillerson said.  "And it is a global problem.  We are not going to set the carbon tax policy for China."
In response to another pointed question about oversized tax breaks for oil companies, Tillerson asserted that the breaks Big Oil gets are no different from the breaks given to manufacturers.  And he said that Exxon pays more U.S. taxes than it earns here, though adding that 70% of the company's earnings are from operations outside of the United States.  Tillerson said U.S. corporate taxes are the highest in the world and long-overdue for a major overhaul.
Responding to another question, he said the delay in granting federal permits for the Keystone XL pipeline is "baffling."  "I tell people the Keystone pipeline situation is the poster child for what is dysfunctional in the U.S. regulatory system.  It's an important infrastructure project, extremely important to the United States in terms of giving us another source of energy.  The real damage that is being done, the way this decision has been handled, is that it has undermined our industry and investors' confidence in the regulatory process in this country."
Before the question-and-answer period, Tillerson took his City Club audience over well-trodden statistics in his formal address.
Among his principal points were:
• Global demand for energy will increase by 1/3 from today's levels - and all sources of energy will be needed, including renewable technologies.
• But renewable energy, as the technology is now developed, won't replace fossil fuels.  In the next 30 years, wind power will grow 7 times what it is today and solar 20 times -- yet wind will account for just 7% of the global electricity supply and solar just 2%, partly because demand will have soared.
• Oil and natural gas will supply 60% of the world's energy needs, up from 55% today.
• Deepwater Gulf of Mexico drilling and shale gas and oil development mean "that we can unlock vast new supplies of this natural gas and oil.  And we can do so safely and responsibly because these technologies are among the most well-tested and proven in science and engineering."
ExxonMobil has a small presence in Ohio's Utica shale play.  Its subsidiary, XTO Energy, is drilling its 3rd Utica shale well now and has received permits for 2 additional wells.
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