Investors Renew Pressure for Stronger Climate Stance
by David Hasemyer
Jan. 12, 2016 – Against the backdrop of the historic Paris climate treaty last month, and in the face of mounting calls for sweeping investigations of the company, ExxonMobil investors have filed a series of shareholder resolutions seeking to reform the company's climate change policy.
Stockholders are demanding more transparency this year from the global oil giant - over how much it spends on lobbyists and organizations dedicated to obfuscating climate science and opposing emission regulations designed to slow climate change.  They want Exxon to pledge to comply with measures to hold global warming under the 2°C limit set by the Paris accord.  And they want the company to add climate-conscious board members.
2 resolutions proposed for the annual shareholders meeting May 25 would ask the company's board to disclose information about its public policy advocacy.  One was filed by the Needmor Foundation, a social justice organization based in Ohio.  A similar one by the United Steel Workers of America.  The proposals are among 7 climate-related resolutions that shareholders hope will make it to a vote. 
"We believe there is a broad cross-section of investors who are concerned about the ways oil and gas companies are using their power and influence to oppose forward-looking policies on climate," said Tim Smith, senior vice president of Boston-based Walden Asset Management, a company that promotes corporate responsibility on behalf of shareholders.
While all 7 proposals may not make it to a vote, this year's crop of resolutions continues a 25-year campaign by activist shareholders to get Exxon to confront the threat of climate change.  Investor groups have fought to have the company invest in renewable energy, cut harmful emissions, and perform carbon risk assessments.  Exxon has regularly rejected shareholder requests, and no climate change resolution has been adopted.
In 2014, in exchange for withdrawal of a shareholder resolution mandating a carbon risk analysis, Exxon agreed to prepare a report describing how it assesses the risk that fossil fuel reserves will become stranded assets as a result of climate change.  The report met with harsh reviews from critics, who said it failed to acknowledge possible future limits on fossil fuels.   
Exxon has become the target of intense scrutiny, following the publication of investigative stories by InsideClimate News and other news organizations.  They showed the company was at the forefront of global warming research decades ago, before launching campaigns to cast doubt on climate science and delay action.  Congressmen, the 3 Democratic candidates for president, and influential environmental organizations and scientists are calling for federal and state investigations to discover what Exxon knew about climate change and whether it broke consumer and shareholder protection laws in what it communicated to the public.  Exxon is also the target of an investigation by the New York state attorney general's office, in connection with its decades of climate research.
Taken as a whole, the resolutions deliver a core message to Exxon that it's time to change course on its climate strategy, said Shanna Cleveland, a senior manager at Ceres, a Boston nonprofit that coordinates action on issues important to many of the nation's largest institutional investors.
"It really is a bottom-line message from shareholders that you (Exxon) have played a major role in bringing about climate change, and we want some clear indication that you are turning around and starting to move in a positive direction on climate," she said.
Exxon spokesman Alan Jeffers declined to comment, saying the company's positions on shareholder resolutions will be in its annual proxy statement, to be issued in April.
Other oil and gas companies also face shareholder demands related to climate accountability.  Chevron, ConocoPhillips, Devon Energy, and Marathon Oil are among the publicly traded oil and gas companies where shareholder resolutions seek to influence corporate climate philosophy.
Exxon can fight to keep the resolutions from a vote by persuading the Securities Exchange Commission that the resolutions are without merit.  The company can also negotiate with shareholders to withdraw their proposals, as it did in 2014 with the carbon risk resolution.
If all 7 climate-related proposals make it to a vote of stockholders, this year's proxy statement would have the largest number of such resolutions since 2008, when there were 7, based on an InsideClimate News review of fossil fuel proxy statements going back to 1990.  Exxon's 1990 proxy statement had 6 climate and environment-related proposals.
Among this year's climate-related resolutions are calls for Exxon to:
• Take moral responsibility for climate change and adopt a policy to limit average global temperature increases to 2°C above pre-industrial levels, the generally accepted limit for avoiding the most catastrophic effects of global warming.
• Appoint someone to the board of directors with climate change expertise and experience in environmental issues associated with oil and gas development.
• Return to shareholders capital earmarked for development of oil reserves that may never be exploited, because of possible public policies that will reduce demand for fossil fuels.
• Provide an analysis of the impacts on Exxon's business under a scenario in which fossil fuel consumption declines to meet the goal of holding global warming to 2°.
In its resolution on lobbying over climate change, the Needmor Foundation says: "Shareholders request that the Board institute a comprehensive review of Exxon Mobil’s positions, oversight, and processes related to public policy advocacy on energy policy and climate change."  The foundation is worried that Exxon is financing lobbyists and organizations that are "pit bulls fighting against climate regulations," said Walden Asset Management's Smith.
The United Steel Workers' similar resolution calls for full disclosure by Exxon of its direct and indirect lobbying activities and expenditures, including those of the American Legislative Exchange Council (ALEC) and the American Petroleum Institute (API), as their activities relate to climate change policy.
The union, which represents 850,000 members whose pension plans are partially invested in Exxon shares, is demanding an annual report laying out Exxon's policy governing lobbying, funding for lobbying that identifies the recipients and how much they were paid, and disclosure of membership in and payments to any tax-exempt organization that writes and endorses legislation.
"We believe in full disclosure of our company's direct and indirect lobbying activities and expenditures, to assess whether our company's lobbying is consistent with ExxonMobil's expressed goals and in the best interests of shareholders," the resolution says.
"We don't know what Exxon is up to," said Patrick Young, coordinator of the USW's strategic campaigns.  "So we can’t really understand how that impacts shareholder value."
The union's resolution calls out Exxon for its association with ALEC and API, among other organizations that have a history of pressing climate uncertainty while supporting action to derail climate regulations.  The resolution notes that API, the Business Roundtable, and the National Association of Manufacturers, in which Exxon maintains memberships, together spent more than $65 million on lobbying in 2013 and 2014.
The resolution seeks a pledge by Exxon for transparency on how the funds the company has pumped into those organizations is being spent to "influence legislation and regulation."  Young likened the intense lobbying carried out on Exxon's behalf to full-court-press advertising campaigns.  "In this case, it's not Exxon's product being pushed, it's Exxon's political position," he said.  "Transparent reporting would reveal what objectives the company assets are being used for."
At the same time as world leaders were embracing the historic climate treaty last month in Paris, the New York comptroller, which oversees the state's employee retirement fund, was asking Exxon to explain how the 2° limit for global warming in the treaty would affect business.
"The assessment can be incorporated into existing reporting and should analyze the impacts on ExxonMobil's oil and gas reserves and resources, under a scenario in which reduction in demand results from carbon restrictions and related rules or commitments adopted by governments consistent with the globally agreed upon 2° target," says the comptroller's resolution, which was filed jointly with the endowment fund of the Church of England.
Even after acknowledging in 2014 that "a number of countries have adopted, or are considering adoption of regulatory frameworks to reduce greenhouse gas emissions," Exxon has never presented an analysis of how its portfolio of fossil fuel assets would perform under a 2° scenario, according to the resolution.
Last year, Shell, BP and Statoil endorsed shareholder resolutions requiring the companies to assess the business implications of the 2° limit.  ConocoPhillips has already begun testing its investments against three 2° scenarios.  Exxon also opted not to join 10 major oil and gas companies last year in support of carbon tax policies consistent with a 2° goal.
Matthew Sweeney, assistant communications director for the New York comptroller's office, said the resolution reflects the department's responsibility to safeguard investments made as part of the state's retirement fund.  The comptroller has an obligation to "ensure their portfolios are transitioning to a low carbon economy and are mitigating risk in their portfolios," Sweeney said.  "We need the transparency of that information to reach an independent assessment."
Those resolutions that make it to a vote historically have been soundly defeated, though a few have recently generated noteworthy backing.
A resolution last year calling on Exxon to add independent board members with environmental expertise garnered 21% support.  A resolution to adopt quantitative goals for reducing total greenhouse gas emissions from the company's products and operations got 9.6%.
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