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Recommendation to use the climate criterion to exclude ExxonMobil from
the Government Pension Fund Global (GPFG)
The Norwegian Climate Foundation welcomes the Council of Ethics focus “on identifying firms with
unacceptably large emissions of greenhouse gases” this year, and that it will “recommend exclusions
from the portfolio across several industries,” as signalled by chairman Johan H. Andresen in an
interview with Reuters in January 2017.1
The updated, conduct-based climate criterion enables exclusion of companies from Norges Bank
Investment Management’s (NBIM’s) portfolio if “acts or omissions (…) on an aggregate company
level lead to unacceptable greenhouse gas emissions.”2
The Norwegian Climate Foundation believes this should include energy companies on the supply side
of the global energy system, and asks that the Council on Ethics starts by looking at the US energy
company ExxonMobil, the world’s largest publicly traded oil and gas company. ExxonMobil is one of
the biggest current and historical contributors to greenhouse gas emissions and damage to the
environment.3 At the end of 2016, NBIM held a 0.82 per cent share in ExxonMobil, valued at $3.07
billion.
Based on the best available information on company behaviour, there is reason to claim that
ExxonMobil’s business leads to “unacceptable greenhouse gas emissions on an aggregate company
level”.
The Government Pension Fund Global’s investment timescale combined with the climate criterion
and the ethical obligations that accompany the legal principle of intergenerational equity, should
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lead to the exclusion of the company from its portfolio. This letter outlines the basis for this claim,
and ends with a recommendation to exclude ExxonMobil from NBIM’s portfolio.
1. The ethical guidelines and the climate criterion
The ethical guidelines for the management of the Government Pension Fund Global (GPFG) were
introduced in 2004, following the Government White Paper, NOU 2003:22 Forvaltning for fremtiden
(“Management for the Future”)4. The guidelines were first revised in 2009. A second revision, which
led to the inclusion of the climate criterion, was initiated in 2013.
In April 2014, the Ministry of Finance appointed an Expert Group to assess the GPFG’s use of
exclusion and ownership strategies in coal and petroleum companies. This was based on a
parliamentary request, and included both an assessment to determine more effective strategies for
addressing climate issues, and advice on potential exclusion criteria. The Expert group was led by
Martin Skancke.5
The report, published in December 2014, highlighted that the existing conduct-based exclusion
criterion did not extend to climate-change related conduct. Neither did the environmental criterion,
as the climate impact of individual companies is much harder to determine causally. Inclusion of the
new criterion, 3 c), was intended to bridge this gap. The expert group noted that a new criterion
should “explicitly include contribution to climate change or CO2 emissions as a criterion.”6, and that
this relates to the “totality of a company’s operations, because it is the totality of CO2 emissions and
impact on climate change that is at the core of the criterion.”7
The expert group suggested a wording that would tie the criteria to environmental damage, through
“acts or omissions that, on an aggregate company level, are severely harmful to the climate”. The
subsequent treatment through hearings and in parliament led to a rewording based on the
suggestion from the Council on Ethics. The criterion initially referred to acts or omissions that are
“severely harmful to the climate”, but now focuses on whether they lead to unacceptable
greenhouse gas emissions. This choice emphasises that responsibility for the emissions is central to
the criterion.
As noted by the Council on Ethics in its response to the Expert group’s report8, it is, to a certain
extent, possible to identify companies, installations or technologies that relatively and specifically
emit large amounts of greenhouse gases. It should follow from this that identification of such
companies also qualifies for the application of the climate criterion by the Council on Ethics, leading
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to exclusion of companies responsible for unacceptable greenhouse gas emissions. However, the
climate criterion has yet to be applied to any specific company.
By recommendation of the expert group and subsequent decision in Parliament, the Council on
Ethics is responsible for the interpretation and application of the criterion. The climate criterion
could and should be put into practice without delay, by applying it to companies that can be singled
out for their contributions to emissions of greenhouse gases.
It is worth pointing that with regard to climate change, an inter-generational dimension of
greenhouse gas emissions also relates to Section 3 d) “other particularly serious violations of
fundamental ethical norms”. Given that the GPFG exists to secure a portion of our current wealth for
future generations, there is particular urgency to examine the fund’s current investments in fossil
fuel-based companies. The Norwegian Climate Foundation emphasises that an inter-generational
perspective on investments not only should be concerned with the size of the fund, but the ethical
obligation to leave a safe climate for future generations. Any omission or compromise regarding the
climate and carbon emissions comes at a cost that will impact those who will come after us to a
much greater extent than it affects current generations. Today’s decision-makers are therefore
ethically obligated towards those generations, and not only those alive today.
The legal principle of intergenerational equity was emphasised by the World Commission on
Environment and Development in 1987 (“the Brundtland Commission”):
1. All human beings have the fundamental right to an environment adequate for their health
and well-being.
2. States shall conserve and use the environment and natural resources for the benefit of
present and future generations.

2. ExxonMobil’s conduct and attitude towards climate change

a) Historic carbon emissions and current intensity
ExxonMobil’s historical responsibility for climate change is unquestionably large; the company was
recently ranked second on a list of Carbon Majors, second only to Chevron, another US major. The
study used data for cumulative emissions from the 90 largest private and state-owned companies
responsible for carbon emissions in the period from 1854–20109.
According to this study, ExxonMobil alone is responsible for 3,22 per cent of global carbon emissions
in 1751–2010. In itself, this should be enough to single the company out as a significant contributor
to climate change on an individual company level.
ExxonMobil’s emissions are large not only in absolute terms, but also in terms of their carbon
intensity, and recent data suggests the emissions are not decreasing. In 2010, the company’s
emissions ranked at 655 Megatons CO2 equivalents, higher than any other US or European oil major.
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More up-to-date numbers and calculations from the Climate Disclosure Project place ExxonMobil’s
booked assets among the worst oil companies in the world in terms of environmental and climate
impact. These rankings are based on criteria including the company’s asset mix, greenhouse gas
emissions, methods of extraction, climate-related goals (including investments in renewables),
efficiency, handling of water and methane10 (see section 3b for further context). Specifically,
ExxonMobil has large investments in carbon-intensive and expensive oil sands. In the past decade,
the company increased its oil sand holdings from 17 per cent to a total of 35 per cent of its liquid
holdings11.
All these factors call for further consideration and make the company a candidate for exclusion under
the climate criterion.

b) A history of spreading doubt about climate change
Furthermore, ExxonMobil’s responsibility for carbon emissions extends beyond merely the aggregate
emissions of CO2 from the company’s fossil fuel extraction and the intensity of its current sources.
Inquiry into the company’s conduct over the years have revealed a history of spreading doubt about
climate science, as well as a past and ongoing tendency to reject shareholder resolutions on climate
change and openness. As a result of these revelations in recent years, there are on-going fraud
investigations into the company’s behaviour (see section 2d).
ExxonMobil’s history of funding climate scepticism came to light in autumn 2015, when two
investigative journalism projects, independently of each other, published material to prove how
ExxonMobil had known about the link between climate change and petroleum extraction for
decades, but acted to hide this knowledge from the wider public and discredit scientific research on
the topic. One of the projects was a collaboration between Columbia University Graduate School of
Journalism’s Energy and Environmental Reporting Project and the Los Angeles Times, the other a
project from InsideClimate News.
The LA Times journalists reviewed hundreds of internal company documents, peer-reviewed
published material, and carried out interviews to uncover how, between 1986 and 1992, a research
team for Exxon’s Canadian subsidiary researched and reported to Exxon headquarters about positive
and negative effects climate change would have on the oil operations.12 They found that while both
Exxon and Mobil Oil strategically spread misinformation to cast doubt on research into climate
change, they were simultaneously preparing their infrastructure – platforms, pipelines and roads –
for the potential impact of rising sea levels, melting permafrost, coastal erosion and increasing storm
severity13.
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Prior to this, research by the Union of Concerned Scientists estimated that Exxon spent nearly $ 16
million between 1998 and 2005 to fund organizations involved in what they call “the manufacture of
uncertainty on climate change”, publishing and re-publishing non-peer reviewed works and “cherrypicking” arguments to convince media and the public that there was still scientific uncertainty about
climate change14. The report also details how the company has influenced members of Congress and
the US administration behind the scenes, in some cases even shaping how federal agencies publicly
addressed global warming.
Since its 2014 report and recent statements made by former CEO Rex Tillerson, ExxonMobil now
acknowledges climate change as a risk to society and ecosystems. Nevertheless, the gap between
acknowledgement and action remains large.

c) A history of rejecting climate-related shareholder resolutions
Over the past 25 years, Exxon has rejected more than 60 resolutions from their shareholders on
climate change15. At the 2016 AGM, the Board recommended to reject all nine climate resolutions
brought to the meeting by shareholders, including those supported by the GPFG, asking ExxonMobil
to report on the impact of climate change policies on its current and future business16. All the
resolutions fell, whereas other oil and gas majors such as BP, Royal Dutch Shell and the Norwegian
company Statoil have supported climate resolutions and greater disclosure at recent AGMs. Based on
this history, further attempts to influence through active ownership are unlikely to bear fruit.
ExxonMobil argues openly that its current business strategy is based on a strong conviction that the
world will not manage to decarbonize the energy systems in accordance with the targets set out in
the Paris Agreement. This is what the board wrote in a statement ahead of the 2016 AGM17:
ExxonMobil believes that producing our existing hydrocarbon resources is essential to meeting
growing global energy demand. We enable consumers – especially those in the least-developed
and most-vulnerable economies – to pursue higher living standards and greater economic
opportunity. We believe all economic energy sources will be necessary to meet the growing
demand, and the transition of the energy system to lower carbon sources will take many decades
due to its enormous scale, capital intensity and complexity. As such, we believe that none of our
proven hydrocarbon reserves are, or will become, stranded. This is further detailed in the
aforementioned report.
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d) Ongoing investigations
When the New York Attorney General Eric T. Schneiderman launched a fraud inquiry into
ExxonMobil’s behaviour in late 2015, the unveiling of the company’s role in causing climate change
through carbon emissions and spreading doubt on the scientific certainty of climate change played a
role in bringing the matter to his attention.
Schneiderman’s investigation is still ongoing, and will study ExxonMobil’s past and the company’s
recent position and failure to disclose the business risks that climate change poses. These documents
are not currently public, but if ExxonMobil complies with the subpoena, the Attorney General will
gain access to documents detailing the in-house knowledge Exxon had on climate change and what
the company chose to disclose to its shareholders.18. ExxonMobil’s response has largely been legal
actions to avoid handing over documents, citing infringement to freedom of speech and suspicion of
political motivation19.
In autumn 2016, the U.S. Securities and Exchange Commission launched an investigation into how
ExxonMobil values its assets in relation to the increase in the world’s climate regulations20. Other
AGs, including the Attorney General of Massachusetts’, have followed Schneiderman’s example.

3. Financial Risk
Through the company’s oil sands assets and its plans to bring new oil and gas projects onto the
market, ExxonMobil’s business plan includes exposure to resources which, on an aggregate level,
exceed the possibility of limiting global warming to less than two degrees or as close to 1.5 degrees
as possible (in accordance with the Paris Agreement). This is not only ethically problematic – it also
poses a significant financial risk for the company. This year, ExxonMobil was forced to reduce its
Canadian oil sand assets by 3.5 billion barrels – 19 per cent of the company’s total reserves of oil
and gas. This is the second year in a row that Exxon’s reported reserves have decreased.21
a) Repeated failure to assess the carbon risk of assets
NBIM’s 2015 report Ansvarlig forvaltning (“Responsible Management”) details some of its work on
climate risk and how assets in 73 companies have been sold as a result of environmental and social
risks within those companies. As part of these risk-based assessments, exposure to carbon pricing led
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to the sale of assets in 5 companies operating in the oil sands in and before 201422. Consequently,
this perspective was already part of NBIM’s management strategy before the new climate criterion
was included in the ethical guidelines.
In the same period, ExxonMobil published a report on energy and carbon risks, where they claimed
to be “confident that none of our hydrocarbon reserves are now or will become ‘stranded.’”23. This
strategy is at odds not only with international climate goals, but also the actual development on the
global energy market.
The company operates with a very narrow definition of “stranded”, understanding it to mean strictly
“unburnable” or reserves that are shut down. However, as Carbon Tracker Initiative points out in its
response to ExxonMobil’s report24, this definition significantly downplays the risk of policy change
with respect to carbon. The International Energy Agency (IEA) define stranded assets as:
those investments which are made but which, at some time prior to the end of their economic life
(as assumed at the investment decision point), are no longer able to earn an economic return, as
a result of changes in the market and regulatory environment.25
Carbon Tracker also highlights how ExxonMobil’s returns have decreased with its investments in
carbon-intensive, low-return projects, including the oil sands. Carbon Tracker’s new report on
renewable energy shows that even without any further climate policies beyond the commitments
made in Paris, the fall in prices of Solar PV and EV might be much more disruptive to the fossil fuel
economy than previously assumed26. The study, carried out in collaboration with the Grantham
Institute at Imperial College London, found that fossil fuels could peak much earlier than expected in
Business As Usual (BAU) of oil most major companies (such as ExxonMobil) and pose a significant
threat to both coal and oil after 2020. The report recommends energy companies to move beyond
the BAU scenario of 4 degrees warming, and “articulate how they are adjusting to the low-carbon
transition and publicly quantify the risks”.
Thus far, ExxonMobil has failed to do so. In a footnote to the 2014 report on Energy and Carbon risks
(detailed above)27, ExxonMobil gives two statements worthy of the attention of the Council on Ethics,
as they reveal ExxonMobil’s stance on the IPCC scenario compatible with limiting global warming
within 2 degrees28. First, ExxonMobil notes that “we do not forecast potential climate impacts as part
of our [Energy] Outlook”29. And secondly, “in assessing the economic viability of proved reserves, we
do not believe a scenario consistent with reducing GHG emissions by 80 per cent by 2050, as
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suggested by the ‘low carbon scenario,’ lies within the ‘reasonably likely to occur’ range of planning
assumptions, since we consider the scenario highly unlikely.”30.
In other words: the company’s risk assessments and business plans consider it highly unlikely that
carbon pricing or other effective climate policies will come into effect. The company also, as detailed
in section 3b of this letter, increases its exposure to the oil sands in the same period that the GPFG
started selling assets in oil sand companies.
ExxonMobil remains in denial of the financial risk to their business posed by the strengthened
climate commitments made at COP21 in Paris. If the world follows the science-based outlooks on the
limits to emissions, even a 50 per cent chance of limiting temperature rise to 2 or 1.5 °C causes
significant risk for the company’s portfolio. ExxonMobil has a large proportion of assets at risk of
becoming “stranded” – and, more importantly, should ExxonMobil’s business plans succeed, the
overall emissions to the atmosphere will have surpassed those compatible with a meaningful
reduction of global warming in accordance with the Paris Agreement.
b) Loss of value after failure to assess carbon exposure in the oil sands
As noted above, ExxonMobil has large investments in the carbon intensive and expensive resources
in the oil sands, and have increased its holdings from 17–35 per cent of the liquid holdings in the past
decade31.
Exxon invests in Canada through its affiliate, Imperial Oil. In 2015, ExxonMobil and Imperial’s oil
sands reserves were estimated at 5.1 billion barrels, which is more than double than in 2008.
Imperial Oil were familiar with the risk of climate change and policies to restrict emissions at least 15
years ago, perhaps as early as 199132. Despite this, construction of the Kearl Lake project began only
8 years ago, in 2008, and was completed at a cost of 13 billion dollars in 2013. ExxonMobil’s official
website still claims that oil sands will account for 25 per cent of the total liquids supply in North and
South America in 2040, and that oil will account for 1/3 of the energy supply in 2040, rising by 30 per
cent compared to 201033.
However, in a financial disclosure dated October 2016, the value of Exxon’s oil sand assets was
reduced by 70 per cent. This means billions of the company’s planned barrels of oil from the oil sands
will be “stranded” unless oil prices increase34. The Kearl Lake assets were de-booked by 3.5 billion
30
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barrels of bitumen in late January this year35. Though ExxonMobil hopes to re-book them at a later
date, this looks increasingly unlikely in a carbon-constrained world.
It is also worth noting that the province of Alberta, where the oil sands are located, has recently set a
cap on emissions. The province has yet to decide how this will be monitored or enforced36, but the
cap may affect the value of ExxonMobil’s resources in a way that is negative for the company.
c) Failure to stress test the company portfolio
If the world takes the carbon budget seriously, ExxonMobil’s portfolio is at risk and has not been
stress tested by the company, as demonstrated by three relatively recent papers and reports.
In a Nature paper from 2015 by McGlade and Ekins, their model, based on a cost-efficiency analysis
of which carbon reserves must remain undeveloped in a world that stays within the carbon budget
for limiting global warming to a maximum of 2 degrees37, finds that the exploitation of Canada’s oil
sands must fall to “negligible” levels after 2020 to stay within two degrees, and that no Arctic oil and
gas can be developed without going beyond this limit.
This budget has become significantly tighter after the Paris Agreement. According to a report made
by climate scientist and professor at Bjerknes Centre for Climate Research, Eystein Jansen, the
agreement leaves very little room for bringing new sources of fossil fuel to the market in this
century38.
Another study from Oil Change International used data from Rystad Energi to calculate how much
carbon can be extracted and used without crossing the threshold of 2 degrees and 1.5 degrees,
respectively.39 Without large-scale carbon capture and storage there is already enough carbon in the
world’s currently operating fields to take us beyond a two-degree warming, so that not only coal, but
also oil and gas fields will have to close before fully exploited to stay within the temperature limits.
Other models, such as the IEA’s World Energy Outlook 201640, allow for greater margins with CCS,
but are also on a significantly tighter budget than ExxonMobil’s predictions cited above.
Although ExxonMobil has called for a global carbon price as a response to climate change41, the
above sections details how the company has failed to assess the impact carbon pricing or other legal
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and institutional frameworks to limit greenhouse gas emissions might have on its resources and
assets. Its rejection of advice on climate risk also extends beyond oil sand and carbon pricing. As late
as September 2016, ExxonMobil’s Vice President of Public and Government Affairs wrote that
cancelling Arctic offshore leasing in Alaska would undermine long-term energy security in the US and
urged to “keep the Arctic in the plan"42.
Such statements directly contradict what is currently known about the carbon budget and the
amount of known carbon resources that can be burned if the world is to limit global warming to two
degrees. It also reflects badly on its finances: The final quarter report of 2016, which broke the news
in early 2017, shows that ExxonMobil’s quarter profits fell 40 per cent after it wrote down some of its
natural gas assets43. ExxonMobil does not claim environmental reasons for these reductions, but
rather the low oil prices, which they hope will increase to make the resources viable when prices go
up, showing its lack of belief in meaningful action on climate change.

4. Conclusion and recommendations
A climate criterion has been included in the Government Pension Fund Global’s Ethical guidelines
after a long and extensive political process.
The climate situation must be described as dramatic. It is far from certain that the goals in the Paris
Agreement of keeping temperature changes “well below” 2 degrees or closer to 1.5 degrees can be
reached. By the end of the century the average temperature may have increased far more, possibly
around 4 degrees. Even a 2-degree increase represents a dangerous development, with major
harmful effects. Without prompt and efficient action, we are heading towards a future climate
catastrophe.
Today this knowledge is widely available. The heads of the oil companies know this. The members of
the Council on Ethics know this.
When “our shared assets” are invested in companies that over the years have significantly
contributed to this catastrophe and continue to do so, this is highly objectionable and ethically
unacceptable.
Given what we now know about the status of climate change, an operationalisation of the climate
criterion must state that agents who have made and continue to make independent and significant
contributions to what may turn into a catastrophe for mankind, and also help prevent the necessary
remediary measures from being made, are violating fundamental ethical norms. These norms are
also expressed in our foremost source of law, the Norwegian Constitution.
According to the Constitution § 112 – which is based on both ethics, natural law and human rights –
everyone, including our descendants, has the right to live in a healthy environment and in a nature
42

McCarron, Suzanne, 2016. ”Keep the door open for Arctic energy” ExxonMobil Perspectives blog, 26.09 2016
https://energyfactor.exxonmobil.com/perspectives/door-open-arctic-energy/
43
Scheyder, E. (2017). ExxonMobil quarterly profit drops after asset write-down. Reuters, 31.01 2017. Retrieved
from: http://www.reuters.com/article/exxon-mobil-results-idUSL1N1FK1JJ
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where biodiversity and the earth’s reproductive ability is safeguarded. The government has a legal
obligation to carry out measures to ensure this.
The on-going and future climate changes pose a major threat to current generations and to our
descendants. Acknowledgement of the gravity of the situation intensifies the demands made on all
agents in society, including the Government Pension Fund Global and its Council on Ethics.
It is the Council’s task to develop a practice in line with Parliament’s intentions, and the challenge the
state of the climate represents. The climate criterion must be operationalised – the provision should
be implemented.
A practice should be developed that is applicable across many sectors, where the decisions made at
the initial stage set a precedent for the Council’s future work. Based on the Government Pension
Fund Global’s size and position, the practice developed by the Council on Ethics will also be
important to many other minor and major investors.
Major oil companies have indisputable responsibility for substantial greenhouse gas emissions, and
therefore represent one group of companies the Council should focus its attention on. Within this
category, it will be appropriate to start with a company that:
-

-

have a great historical responsibility through their actual emissions and through their actions
have helped delay the transition process that climate researchers have clearly stated that we
need to accelerate for decades.
have large reserves of expensive and carbon-intensive petroleum resources, and base their
business model on the failure of climate policies and the aims of the Paris Agreement.
Reject shareholder initiatives that seek to enter into dialogue with the company’s Board of
Directors and management to achieve greater awareness of the risks intensified policies
against climate change have for the company’s operations, and promote adjustments that
bring the company’s business model in line with the demands of climate research.

ExxonMobil is this type of company. It is therefore suitable for assessment against the climate
criterion when the Council on Ethics operationalises the new provision.
As we have demonstrated above, there are many reasons to be critical of ExxonMobil’s current and
future investments.
In section 2 a–d, we show that ExxonMobil’s actions should cause serious concern:
-

ExxonMobil has significant responsibility for historical, current and future greenhouse
emissions, and have a highly carbon-intensive portfolio.
ExxonMobil has deliberately attempted to mislead public opinion and decision makers
regarding the gravity of climate change.
ExxonMobil rejects all attempts from shareholders (and others) who wish to influence the
company to take environmental concerns more seriously and adapt its operations in
accordance with the aims of the Paris Agreement.
ExxonMobil is under investigation for having misled investors and the public, but show little
willingness to cooperate with the government.
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In section 3 a–c we demonstrate how measures to reduce greenhouse gas emissions in line with the
Paris Agreement pose a significant threat to ExxonMobil’s assets, the value of which may be seriously
reduced. The oil sand operations in particular are at serious risk, as evidenced by the fact that the
company recently had to remove 3.5 billion barrels from its reported reserves. Competition from less
carbon-intensive petroleum reserves and increasingly cheap renewable energy could reduce the
value of ExxonMobil’s operations.
If ExxonMobil continues its business according to the same pattern, the company’s operations will
contribute greatly to the failure of all scenarios that allow the limiting of global warming to two
degrees.
For the Government Pension Fund Global it is particularly relevant – and worrying – that Exxon
rejects proposals and resolutions that call for greater transparency and awareness of climate risks
– that is, the question of how the company’s operations will be affected in a situation where stricter
climate policies and technological change affect the company’s business.
The Norwegian Climate Foundation asks that the Council on Ethics apply the provisions in section 3
d) of the ethical guidelines to ExxonMobil and exclude the company from the Government Pension
Fund Global’s portfolio. This will help set a precedent to exclude also other companies, across
carbon-intensive sectors, that:
-

have been, are currently and will continue to be responsible for major greenhouse gas
emissions.
have worked or are working to prevent or impede political efforts to reduce greenhouse gas
emissions, including by actively spreading misinformation about the gravity of climate
change.
build their future business on the expectation that the aims of the Paris Agreement will not
be reached.
Reject initiatives by shareholders and others calling for greater transparency around climate
reporting and climate risks.

We hope that the Council on Ethics will consider our recommendations.

Sincerely,

The Norwegian Climate Foundation

Pål W. Lorentzen
Chairman

Lars-Henrik Paarup Michelsen
Director
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