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The Vermont Pension Investment Committee co-filed Proxy Item No. 12, Stockholder Proposal
Regarding Report on Climate Change Impact Assessment. Additional co-filers include The New
York State Common Retirement Fund, The Church of England Endowment Fund, The Regents
of the University of California, Zevin Asset Management, LLC on behalf of Ellen Sarkisian, and
The Brainerd Foundation. The proposal will be voted on at the May 25, 2016 Annual Meeting of
ExxonMobil (“Exxon”).
Institutional Investors with more than $6 trillion assets under management have declared that
they support the proposal, including major fund managers and pension funds Amundi, AXA
Investment Management, BNP Paribas Investment Partners, CalPERS, Legal & General
Investment Management, Natixis Asset Management, New York City Pension Funds, and
Schroders Investment Management.i
Resolved: Shareholders request that by 2017 ExxonMobil publish an annual assessment of long
term portfolio impacts of public climate change policies, at reasonable cost and omitting
proprietary information. 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-degree target. The reporting
should assess the resilience of the company's full portfolio of reserves and resources through
2040 and beyond and address the financial risks associated with such a scenario.
The Vermont Pension Investment Committee encourages shareholders to support this
proposal and firmly believe that doing so is in investors’ long-term interests:



The proposal addresses a material risk – the risk that the transition to a low carbon
economy proceeds at the pace envisioned by the Paris Agreement rather than the slower
pace envisioned by the company.
The proposal is uncontentious. Shareholders have already requested similar disclosure in
votes at the 2015 annual general meetings of Exxon’s European peers, BP, Shell and
Statoil. All three companies’ board of directors endorsed the disclosure requests and have
started to report in line with them.

VERMONT PENSION INVESTMENT COMMITTEE
2016 PROXY STATEMENT – ITEM NO. 12
APRIL 21, 2016




Exxon’s current disclosures do not compare favorably with the guidelines of the
proposal.
Exxon’s current disclosures are the subject of a serious controversy that creates
substantial risks.

The Vermont Pension Investment Committee and The Vermont State Treasurer ask shareholders
to consider the following perspectives:
Exxon faces material risks that the transition to a low carbon economy will accelerate more
quickly than Exxon’s forecasts and capital planning strategies assume.
Although Exxon acknowledges the climate accord (“Paris Agreement”) reached in Paris at the
Conference of the Parties (“COP 21”), Exxon continues to rely upon projections for demand that
are far higher than the commitments established under the Paris Agreement. As a result, it is
unclear how the company is addressing the potential impacts of climate policies on the long-term
price and demand scenarios for its reserves and resource portfolio. While Exxon claims that its
existing disclosures sufficiently address this issue, the Securities and Exchange Commission
(“SEC”) explicitly rejected the same arguments that Exxon has raised in its opposition statement
when the SEC denied Exxon’s request to exclude this shareholder proposal on the grounds that
Exxon had already “substantially implemented” it.ii
Price: Shareholders are aware that Exxon has responded to the current decline in oil prices by
selling assets and cutting costs, in line with many of its competitors. Exxon has sold assets worth
$2.4 billioniii and reduced 2016 capital expenditures by 25% from the previous year.iv While
these short-term strategies respond to current price declines, it is appropriate for shareholders to
question the company’s long-term financial outlookv and prospects for continued dividend
growth under different long-term price scenarios. This is especially true given Exxon’s recent
announcement that it is moving forward with requests for regulatory approval of the Midzaghe
oil-sands project despite the high break-even costs generally required for such projects, as well
as Exxon’s recent claims that many of its offshore discoveries may be at risk of stranding due to
new federal regulations.vi
Demand: The International Energy Agency (IEA) publishes scenarios that model different
public policy pathways and their expected impact on the demand for, and mix of, future energy
sources.vii The IEA’s “450 Scenario” sets out an energy pathway that limits the global increase in
temperature to 2 degrees Celsius, also referred to as a “2-degree scenario.” In Paris, 195
countries agreed to keep global temperature increase “well below” 2 degrees Celsius, and to
pursue efforts to limit it to 1.5 degrees Celsius. Implementation of the Paris Agreement is based
upon the “nationally determined contributions” submitted by 188 nations. While Exxon points
out that the initial “intended nationally determined contributions” do not result in emissions
reductions sufficient to reach the 2 degree target, it does not acknowledge that the Paris
Agreement and the parties to it recognized and dealt with that issue.viii The Agreement requires
submission of new, progressively more stringent nationally determined contributions every five
years to ensure that the 2 degree target is met.ix
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Despite referencing the Paris Agreement, Exxon’s forecasts regarding demand and CO2
emissions are in direct conflict with achieving the Agreement’s target of limiting global average
temperature rise to “well below 2 degrees Celsius” in comparison to pre-industrial levels. With
respect to global demand for oil in 2040, Exxon bases its 2016 Outlook and planning on
forecasted demand equivalent to 223 quadrillion BTUs.x The IEA 450 Scenario (consistent with
2-degrees) projects that oil demand in 2040 would only amount to 74.1 million barrels of
oil/day.xi Converting Exxon’s forecasted 223 quadrillion BTUs to million barrels of oil/day
results in roughly 105 million barrels of oil/day, that is 30.9 million barrels/day in excess of the
2-degree scenario. Therefore, Exxon’s 2016 Outlook is not consistent with, nor does it take into
account any scenarios consistent with, the 2-degree target established by the Paris Agreement. A
change in demand of the magnitude required under the Paris Agreement could have significant
impacts on Exxon’s capital investments and business strategy, and Exxon’s current disclosures
fail to provide any information to investors to assess how Exxon is addressing this risk.
CO2 Emissions: With respect to CO2 emissions, Exxon states:
[W]e expect global energy-related CO2 emissions to peak around 2030, and
then begin declining. Global CO2 emissions are expected to be only about 10
percent higher in 2040 versus 2014, despite the fact that population will have
risen by about 25 percent and global GDP will have more than doubled.xii
In contrast, the IEA has concluded that achieving the 2-degree target established in Paris
requires a peak in energy-related emissions by 2020.xiii Exxon’s projected outlook for
energy-related CO2 emissions is also far in excess of the IEA projection under a 2-degree
scenario. Exxon’s 2016 Outlook shows “energy-related CO2 emissions by region” that
appear to add up to almost 40 billion metric tonnes in 2040.xiv This is more than double
the 18.7 billion tons of energy-related CO2 emissions projected by the IEA by 2040 in its
450 Scenario.xv
By stress-testing its portfolio and business strategy against the lower demand scenario
necessary to achieve the 2-degree target, Exxon can provide investors with better
information about how it is managing risk and keeping pace with its peers. While
Exxon’s current Energy Outlook may be an appropriate base-case for Exxon’s planning,
in light of the Paris Agreement, prudent planning requires that the company provide
additional stress-testing disclosure relating to possible demand shifts resulting from a
carbon-constrained economy. Understanding how lower demand scenarios would impact
particular types of reserves and resources is especially warranted given recent studies
estimating the magnitude of potential losses and wasted capital expenditures if companies
do not plan for a 2-degree scenario. For example, Barclays Equity Research estimated the
potential for $22 trillion in lost revenues for the oil industry by 2040 under a 2 degree
scenario, and Carbon Tracker suggests that in a 2 degree scenario, up to $72.9 billion in
capital expenditures on Exxon’s projects alone would not be needed as soon as 2025.xvi
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Exxon disclosures regarding resilience to low demand scenarios do not compare favorably
with its competitors.
Exxon’s disclosures lag its extractive industry peers who are increasingly evaluating two-degree
scenarios:xvii
o In 2015, the boards of Royal Dutch Shell, BP, and Statoil endorsed very similar,
disclosure-oriented resolutions titled “Strategic Resilience for 2035 and Beyond” which
received almost unanimous investor support;xviii
o In 2016, the boards of Total, Suncor, Glencore, Anglo-American and Rio Tinto have
committed to supporting investor calls for additional disclosure;
o Statoil presented a 2-degree scenario in its 2015 Energy Perspectives, and
ConocoPhillips now tests its capital planning decisions against four carbon-constrained
scenarios;xix
o BHP Billiton, publicly released its “Climate Change: Portfolio Analysis” that evaluates
the impact of multiple 2 degree pathways on its assets;
Exxon indicated in its 2016 annual report that:
“Potential investment opportunities are evaluated over a wide range of economic scenarios to
establish the resiliency of each opportunity.”xx
However, Exxon has not provided investors with any information regarding the details of these
scenarios or their outcomes. If Exxon is assessing and addressing the potential risks of low
demand scenarios, a report providing more information regarding the company’s resilience to a
lower carbon economy is likely to provide assurance to shareholders that Exxon is, and will
remain, competitively well-positioned. Given the current level of disclosures investors have no
such assurance.
Shareholders are seeking to understand Exxon’s long-term resilience to changes within the
energy sector.
The energy sector is rapidly changing. While current volatility is rooted in an excess supply of
oil and gas, global efforts to reduce greenhouse gas emissions and technological developments
may exacerbate volatility over the next 20 years. There are indications that an energy transition is
already well underway due in part to:
 Policy changes  most notably the 2015 Paris Agreementand national/regional
frameworks aimed at aggressively reducing greenhouse gas emissions;xxi


Declines in the cost of renewable energy  in the U.S., 20 states are at solar grid
parityxxii and the number is forecast to rise to 42 by 2020;



Technological advances and disruptions  including battery storage, distributed
electricity generation, energy demand management and the growing market for
electric vehicles.xxiii
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Oil and gas assets have decades-long lifespans. Shareholders may accept Exxon’s strategy for
current market conditions, however, prudent investors will also seek to assess the long-term
resilience of Exxon’s portfolio and the company’s overall positioning in carbon-constrained
markets. Disclosure of stress testing that takes into account the potential impact of public policy
changes consistent with achieving the 2-degree target on Exxon’s assets will assist shareholders
in determining if Exxon is sufficiently prepared for a changing future.

Shareholders need to understand how Exxon is addressing the risks it faces as a result of the
serious controversy regarding its climate disclosures.
Exxon is facing substantial risks as a result of its past and current practices regarding disclosure
of climate risks. In 2015 the New York Attorney General announced that he was opening an
investigation focusing “on potential consumer and securities fraud stemming from Exxon’s
public statements on global warming.”xxiv Since that time, the California Attorney General has
commenced her own investigation into Exxon, and 15 additional state attorneys general have
announced their support for the investigation with Massachusetts and the Virgin Islands formally
joining the investigation.xxv In addition, the United States Department of Justice has referred a
request for a federal probe to the Federal Bureau of Investigation.xxvi The allegations over
Exxon’s disclosures regarding climate change and climate risk constitute a serious controversy
that could result in significant legal fees, reputational harm, and fines or other remedies.xxvii By
preparing and presenting a report like the one requested by shareholders, Exxon could address
this controversy, at least with respect to its current level of disclosures, regarding the financial
risks presented by climate change actions and lower demand scenarios.

Conclusion
Because disclosure of stress testing that assesses the resilience of Exxon’s portfolio to climate
change policies consistent with achieving the globally agreed upon 2-degree target will assist
shareholders in determining if Exxon is maximizing shareholder value under a range of
scenarios, investors are encouraged to vote “FOR” this important request for enhanced
disclosure.
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