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Si2 Briefing  
Environment: Natural Resource Management and Special Report on ExxonMobil, 
Investor Pressures and the Environment 

Report Author Peter DeSimone 

Links  Proxy Statement  

Resolved Clause RESOLVED, that the shareholders request that the Board of Directors of ExxonMobil 
adopt environmental policies to address the environmental hazards of its oil and gas-
related activities in coastal Louisiana by devising and implementing business practices 
that will prevent future harms to coastal Louisiana and by aiding in the restoration of 
wetlands lost through past actions of ExxonMobil. 

Lead Proponent Presbyterian Church (USA) Pension Plan 

Vote History This is a new resolution at ExxonMobil. 

Summary With a huge oil slick threatening the wetlands along the Gulf Coast that protect 
Louisiana from deadly tropical storms and hurricanes and support the livelihoods of 
fishing and tourism-related businesses, this resolution could not be timelier.  Exxon is 
not implicated in the current spill, but the disaster highlights the risks associated with 
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offshore drilling and inevitably raises potential concerns for ExxonMobil shareholders, 
even if it only ends up imposing regulatory limits on the company’s ability to expand 
its offshore drilling operations that could boost its production.  The proposal also 
addresses another issue associated with oil and gas operations along the Louisiana 
coastline—dredging.  Conducted to open shipping routes to oil platform operations, 
dredging operations also have the negative effect of deteriorating coastline wetlands.  
ExxonMobil agrees with the proponent that it “has a responsibility to surrounding 
communities and the environment for managing our operations in a sustainable 
manner, including with respect to wetlands.”  However, it feels that the actions 
suggested in the proposal are unnecessary and says its corporate code, Standards of 
Business Conduct, covers the concerns raised by the proponent.     

I. ExxonMobil and the Louisiana Coastal Wetlands 

ExxonMobil is the world's largest publicly traded oil and gas company.  Its business covers the whole 
range of oil- and gas-related activity, including exploration, extraction, refining, transportation and sale 
of natural gas and petroleum products.  The company also manufactures and markets commodity 
petrochemicals like olefins, aromatics, and polyethylene and polypropylene plastics.  ExxonMobil has 23 
billion barrels of oil equivalent in proved reserves on six continents, including some unstable areas such 
as Nigeria, Angola and Kazakhstan.  The company is the world’s largest oil refiner, with ownership 
interest in 37 refineries in 21 countries capable of producing 6.2 billion barrels per day.  Worldwide, 
ExxonMobil has more than 80,000 employees. 

Financials 
Revenue $301,500 million Net Income $19,280 million Reporting Year 2009 

Operations in Coastal Louisiana, Policies and Disclosure 

ExxonMobil says in its annual 10-K statement that it has about 2 million net acres in the Gulf of Mexico, 
including numerous deepwater wells.  In a features section of its website, a September 2009 article 
describes how the company intends to expand production in the region.  The article, “Projects bring 
added production to mature Gulf of Mexico fields,” discusses the efforts of company employees and 
contractors to bring new energy supplies online, acquire additional exploration acreage and maintain 
existing wells to keep oil and gas flowing.  It notes a plan for a new well at its Mica field in the Mississippi 
Canyon offshore New Orleans, as well as the acquisition of new exploration leases in the Vermillion area 
of the Gulf, south of Louisiana.  It adds that employees and contractors are “conducting active 
maintenance and workover programs throughout many of its established Gulf of Mexico operating areas 
to boost production or mitigate natural falloff of hydrocarbon production rates.”   

Coastal use permits:  The proponent says that ExxonMobil sought and secured 169 coastal use permits 
for oil and gas exploration in coastal Louisiana and that the company has dredged 2,091,584 cubic yards 
since 1981, according to data in the Louisiana Department of Natural Resources’ Coastal Use Permit 
Tracking System.  The Louisiana Department of Natural Resources also says, the proponent notes, that 
949.60 acres of wetlands have been destroyed as a result of dredging related to oil and gas related 
activities over the past three decades, while ExxonMobil only has mitigated 61.11 acres.  Si2 consulted 
the database and confirmed more than 1,500 permits under variations of ExxonMobil’s name, including 
Exxon, Mobil and ExxonMobil.   

ExxonMobil’s coastal wetlands policies:  ExxonMobil’s Standards of Business Conduct contains an 
environmental policy that touches on several issues related to preserving coastal wetlands.  The policy 
states that it is “dedicated to running safe and environmentally responsible operations.”  As part of that 
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effort, it says that it conducts “business in a manner that is compatible with the balanced environmental 
and economic needs of the communities in which it operates” and remains “committed to continuous 
efforts to improve environmental performance throughout its operations.”  ExxonMobil says it is its 
policy to:   

• “Comply with all applicable environmental laws and regulations and apply responsible standards 
where laws and regulations do not exist; 

• “Encourage concern and respect for the environment, emphasize every employee's 
responsibility in environmental performance, and foster appropriate operating practices and 
training; 

• “Work with government and industry groups to foster timely development of effective 
environmental laws and regulations based on sound science and considering risks, costs, and 
benefits, including effects on energy and product supply; 

• “Manage its business with the goal of preventing incidents and of controlling emissions and 
wastes to below harmful levels; design, operate, and maintain facilities to this end; 

• “Respond quickly and effectively to incidents resulting from its operations, in cooperation with 
industry organizations and authorized government agencies; 

• “Conduct and support research to improve understanding of the impact of its business on the 
environment, to improve methods of environmental protection and to enhance its capability to 
make operations and products compatible with the environment; 

• “Communicate with the public on environmental matters and share its experience with others 
to facilitate improvements in industry performance;” and 

• “Undertake appropriate reviews and evaluations of its operations to measure progress and to 
foster compliance with this policy.” 

Planning—ExxonMobil notes that its Environmental Business Planning (EBP) process supports its 
environmental policies.  The company’s “step-by-step approach” to planning “integrates environmental 
improvement into overall business plans and strategies” and helps the company “to identify key 
environmental drivers, set targets in key focus areas and identify projects and actions to achieve these 
targets.”  ExxonMobil conducts thee reviews for all new projects and developments, which incorporate 
environmental and social impact assessments that review factors such as community concerns, sensitive 
environmental habitats and future regulatory developments.  The results from these reviews are 
incorporated into project design and implementation.   

Environmental, Social, and Health Impact Assessments (ESHIAs) consist of “an evaluation of biological, 
chemical, and physical characteristics, including people’s health and socio-economic needs as an integral 
part of the environment.”  The company notes that “with the help of computer specialists, map builders 
and land use experts,” it typically analyzes “surrounding land use in each project’s development area.”  
It says that this process “enables engineers to collaborate with environmental and socio-economic 
experts to identify sensitive areas before construction begins.”  In addition, it says, it is even better able 
to assess how areas are affected by a project and identify ways in which facilities could be redesigned to 
reduce their effects through the use of satellite imagery.   

In addition, ExxonMobil revised its Environmental Aspects Guide in 2007 “to improve identification and 
development of appropriate mitigation steps to address potential environmental impacts associated 
with our operations.”  It says the guide includes a five-step process to ensure that:   

• “Potential environmental impacts are identified and characterized; 
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• “The natural, social, and regulatory setting is understood; 

• “Other applicable and relevant criteria are considered; 

• “Alternatives are identified; and 

• “Significance is assessed.” 

ExxonMobil’s sustainability reporting:  ExxonMobil’s most recent sustainability report, 2008 Corporate 
Citizenship Report, covers its environmental and social performance in 2008 and current initiatives.  
ExxonMobil produced the report in accordance with the reporting guidelines and indicators of the 
International Petroleum Industry Environmental Conservation Association (IPIECA) and the American 
Petroleum Institute (API) Oil and Gas Industry Guidance on Voluntary Sustainability Reporting.  
ExxonMobil notes that “these indicators are also consistent with the indicators used by the Global 
Reporting Initiative (GRI) in the G3 Sustainability Reporting Guidelines,” but it does not declare a GRI 
reporting level.  However, ExxonMobil does furnish a GRI Index at the end of its report with comparisons 
of the three reporting standards.     

The report notes that for fragile coastal wetland areas, ExxonMobil adjusts the sites for facilities and 
routes for transportation equipment, modifies engineering designs, construction plans, and operating 
practices and takes other steps “to protect specific species and habitat…”  For example, its “careful 
planning for the layout of the Golden Pass LNG terminal and pipeline route in Sabine Pass, Texas, 
allowed for the preservation of 20 acres of wetlands.”  Its remediation efforts include “extensive 
reclamation efforts to restore degraded sites to environmentally acceptable conditions.”  It offers 
“redevelopment actions at the Florham Park research campus in New Jersey included restoration of 80 
acres of wetlands that support local wildlife, area flood control, and groundwater recharge,” as an 
example.  The report also describes ExxonMobil’s donations to and work with the American Wetlands 
Foundation, Wildlife Habitat Council, Ducks Unlimited, The Nature Conservancy and others.   However, 
there is not any particular information on remediation efforts to restore coastal wetlands in Louisiana.   

Coastal Wetlands Restoration  

Studies:  In December 2007, the U.S. Government Accountability Office (GAO) issued a report to 
Congress, Lessons Learned from Past Efforts in Louisiana Could Help Guide Future Restoration and 
Protection.  It reviewed the key role coastal Louisiana’s “2.5 million acres of fresh, brackish, and 
saltwater marshes” play in supporting biodiversity, filtering rainwater runoff and helping “protect the 
region from damaging storm surges from the Gulf of Mexico.”  The protective cover the wetlands afford 
also benefits “critical infrastructure, such as oil and gas platforms and pipelines,” the report notes.  But 
it says the Louisiana coast has lost more than one million acres of wetlands since the 1930s, and it 
stands to lose more in the decades ahead.  In 2004, the U.S. Geological Survey predicted that between 
2000 and 2050 more than 430,000 acres, or about 13 square miles per year, would be lost if no further 
protection and restoration measures were implemented.   Since then, plans have had to be readjusted 
because of the immediate loss of wetlands in the wake of Hurricane Katrina in 2005 and other powerful 
storms that have hammered the region.  Compounding the problem, the report says, are the increasing 
intensity of storms buffeting the Louisiana coastline, sea level rise, land subsidence and “the 
construction of levees and canals, such as the hundreds of miles of Mississippi River levees constructed 
to control flooding.”   

Indeed, the report says, agricultural concerns and industry have contributed to the deterioration of 
Louisiana’s coastal wetlands.  Flood control structures such as dams on Mississippi River tributaries and 
levees on the lower Mississippi River “have disrupted the natural processes by which the river deposited 
sediment in the delta to build and sustain coastal wetlands.”  This has occurred because “[d]ams and 
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levees reduce the amount of suspended sediment in the river, which reduces the amount of sediment 
reaching the Mississippi River delta—the area of land built up by sediment deposited by the river as it 
slows down and enters the Gulf of Mexico.”  To place the problem in context, GAO estimates that the 
Mississippi River deposits an estimated 141 million tons of sediment to the Gulf each year—less than 
one-third the amount of sediment the river carried before the 1950s.  It notes, “The hundreds of miles 
of levees along the Mississippi River and its tributaries constructed to reduce flood damage” also affect 
“the sustainability of the landscape and contribute to coastal wetlands loss.”  It says that most of the 
sediment that reaches the Louisiana coast is “carried away from the land and deposited over the 
continental shelf where it is lost to the ocean and cannot be recovered.”  The vast majority of the canals 
dug since the 1950s—more than three quarters—has been to support the oil and gas operations of 
operators like ExxonMobil.   

The role of the canals in degrading the wetlands was underscored by an Environmental Protection 
Agency study two decades previously, Saving Louisiana’s Coastal Wetlands, The Need for a Long-Term 
Plan of Action.  At the time the report was written in April 1987, EPA researchers said that canals 
comprised 2.5 percent of the total coastal surface area in Louisiana, with the percentage growing at an 
accelerated pace.  While canals in the past had been dug for drainage and access, by the 1980s most 
canals were attributed to the oil and gas industry.   In 1984, the report says 70 percent to 80 percent of 
the coastal management permits issued for canals were for oil and gas activities, including navigation, 
pipeline routes and access to drilling sites.  “Although dredging canals has only directly converted 2.5 
percent of the wetlands to open water…their impact is much greater,” the report said.  This is because: 

Spoil banks composed of the material dredged from the canals tend to smother adjacent marshes, 
converting wetlands to uplands, often interrupting natural hydrologic processes, and blocking the 
distribution of sediment.  Canals oriented perpendicular to water flow tend to impound water and 
reduce sediment availability, and ponding of water can drown a marsh.  Canals parallel to water flow 
tend to lessen freshwater retention time and allow greater inland penetration of saltwater.  

The report estimated that as much as 90 percent of Louisiana's land loss along the Gulf Coast can be 
attributed to canals.      

Restoration efforts:  Several U.S. government initiatives seek to stem and eventually reverse the erosion 
of the Louisiana coastal wetlands.  The Coastal Impact Assistance Program (CIAP) aims to assist coastal 
states, including Louisiana, and their local parishes and counties in mitigating the effects of oil and gas 
production by allocating a portion of qualified outer continental shelf oil and natural gas revenues to 
them.  Louisiana and its parishes can tap these funds for projects and activities to conserve, protect or 
restore coastal areas.   In addition, under the Gulf of Mexico Energy Security Act of 2006, Louisiana has 
begun receiving $523 million in federal aid—to be dispersed over four years beginning in 2008—to 
augment its activities under CIAP.  Louisiana state officials told the GAO that they expect to receive up to 
$6.2 billion over at least 20 years from certain outer continental shelf oil and gas production revenue; 
specifically, $200 million in the first 10 years and between $400 and $600 million per year thereafter to 
fund efforts such as the restoration of coastal wetlands.  Another law, the Water Resources 
Development Act of 2007, provides for another $1 billion for coastal restoration in Louisiana over the 
next decade.   

In anticipation of this funding, Louisiana, its parishes, the Army Corps of Engineers and federal agencies 
have begun to outline specific coastal restoration plans for the Louisiana wetlands.  These include 
environmental impact studies and preliminary budgets.  In June 2007, the Louisiana state legislature 
approved a comprehensive master plan, developed by a state agency, for ecosystem restoration and 
hurricane protection for the Louisiana coast.  Based on earlier hurricane protection and established 
flood control and coastal restoration initiatives, the plan makes a series of recommendations, including 
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restoring the sustainability of the Mississippi River delta and immediately closing the Mississippi River 
gulf outlet.   

The Louisiana plan acknowledges trade-offs such as the likelihood that not every coastal community will 
receive the same level of storm surge protection.  It also acknowledges several technical unknowns, 
including how to balance the effects of protection projects (such as levees) with restoration projects 
(such as diversions and marsh restoration).  Although final cost estimates have not been developed, 
Louisiana officials suggest that the plan will cost more than $50 billion over several decades.  In April 
2007, the state released its 2008 annual plan for the restoration and protection of coastal Louisiana that 
estimated it would cost $1.07 billion to implement the first three years from 2008 through 2010.  In 
addition, the U.S. Army Corps of Engineers submitted its recommendations to Congress in fall 2008.  It 
consulted with and coordinated efforts with Louisiana authorities and held public forums to elicit 
feedback in formulating its recommendations for the spending of federal dollars.    

 Challenges and opportunities for cooperation—The GAO said in its December 2007 report, 
“Implementing a project on commercially owned lands can also present problems, particularly because 
in Louisiana they often have infrastructure such as oil and gas pipelines, canals and rail lines constructed 
on them.”  It added, “To restore coastal wetlands on commercially owned lands, federal agencies or 
commercial landowners have relocated or temporarily moved infrastructure to construct projects.  In 
some instances where federal agencies have moved commercial infrastructure, moving costs 
significantly increased the cost of [restoration projects].”  For example, relocating two pipelines and two 
power poles for a sediment diversion project was going to increase project costs by more than $2.15 
million.  In response, the Army Corps of Engineers had to cancel the project.  However, the report also 
noted that local operators have been supportive.  It said that on another sediment diversion project, the 
owner of a pipeline reimbursed the Army Corps of Engineers for relocating the pipeline in 2003.  

 Adequacy—Whether these efforts are enough to restore the coastal wetlands in Louisiana and 
protect residents from future storms remains an open question.  The GAO report said that present 
monitoring efforts are insufficient and concluded, “Until the system is fully implemented and able to 
provide sufficient data to support statistical and trend analysis, officials will not know whether projects 
are collectively restoring the coast or whether these efforts are having adverse unintended effects.”  

Local campaigns:  Local conservation and environmental groups continue to press ExxonMobil and other 
oil and gas firms on efforts to restore Louisiana wetlands.  For example, the Gulf Restoration Network, a 
non-profit organization founded in 1995 to assist communities in protecting and restoring the natural 
resources of the Gulf Region for future generations, has taken several actions against ExxonMobil in 
recent years.  (More information about the Gulf Restoration Network’s efforts is on its website.) 

Implications of the BP Spill in the Gulf of Mexico 

On April 20, 2010, an explosion aboard the Deepwater Horizon, a drilling rig leased by oil multinational 
BP and operated on BP’s behalf by contractor Transocean, set off an explosion and blaze that killed 11 
crew members.  Two days later, it sank about 50 miles off the Louisiana coast and crude oil began 
leaking out of a broken pipe attached to a well that the rig had been drilling nearly a mile below sea 
level.  BP attempted to activate a safety device, called a blowout preventer, to contain the leak, but it 
was unable to do so.  In addition, early estimates of a leak amounting to 42,000 gallons or about 1,000 
barrels of oil per day started to grow rapidly.  On April 28, government officials said the oil was leaking 
at a rate five times greater than the initial estimates or about 5,000 barrels per day and 200,000 gallons.  
The next week, BP officials told members of Congress that the flow from the ruptured oil well could 
potentially grow to as much as 60,000 barrels of oil a day, or more than 10 times the original estimate.   
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Timing:  While the Coast Guard had been on the scene from the start, the U.S. government did not roll 
out more aggressive efforts to contain the spill until April 29, nine days after the explosion.  Whether BP 
waited too long to ask for more help or the Coast Guard did not act swiftly enough to diagnose the 
seriousness of the situation will be evaluated in assessing the response to the spill. 

Timing is playing a key role in another way.  The BP spill occurred just weeks after President Obama 
announced his intention to permit an expansion of U.S. offshore oil and gas drilling.  Since the spill, all 
bets on expansion are off, and the Obama Administration has stopped granting all new permits for 
drilling until it decides what new regulations are needed to prevent similar disasters in the future and to 
make drilling in U.S. coastal waters safer.   

Causes:  The controversy at this point centers on a remote-control shut-off switch used in two other 
major oil-producing nations—Norway and Brazil—as a last line of defense against underwater spills.  The 
Deepwater Horizon did not have the switch.    The Wall Street Journal reported on April 28, 2010, that 
the “efficacy of the devices is unclear.”  It explained, “Major offshore oil-well blowouts are rare,” and it 
added that it remained “unclear” as to whether the acoustic switches that are key to the device have 
ever been validated in an actual accident.  “When wells do surge out of control,” it reported, “the 
primary shut-off systems almost always work.  Remote control systems such as the acoustic switch, 
which have been tested in simulations, are intended as a last resort.”  Nonetheless, the article said, they 
are regarded as essential safeguards in Brazil and Norway, and the United States considered requiring 
them several years ago, although it backed away from the proposal following protests from oil 
companies that the requirement would not be cost effective.  The agency making the decision, which 
also collects royalties from oil drillers, the Interior Department's Minerals Management Service, 
explained that it “decided the remote device wasn't needed because rigs had other back-up plans to cut 
off a well.”  An acoustic trigger costs about $500,000, industry officials told The Wall Street Journal.  The 
same officials estimated that the Deepwater Horizon had a replacement cost of about $560 million.  

Meanwhile, BP says it is spending $6 million a day to battle the oil spill, making the cost of the acoustic 
switch sound worthwhile.  Some major oil companies, including Royal Dutch Shell and France's Total, 
sometimes use the device even where regulators don't call for it.  Deepwater Horizon’s owner and 
operator, Transocean, declined to comment to The Wall Street Journal on why a remote-control device 
wasn't installed on the rig or to speculate on whether such a device might have stopped the spill.  A BP 
spokesman said the company wouldn't speculate on whether a remote control would have made a 
difference. 

BP and Transocean have pledged to conduct a full and thorough investigation into why a switch, which 
should have automatically closed the valve on the seabed in the event of a loss of power or 
communication from the rig, did not function.  The Transocean personnel who would have been in a 
position to hit the main cutoff switch died in the explosion, The Wall Street Journal reported.  Lars 
Herbst, regional director of the Minerals Management Service in the Gulf of Mexico, told the paper that 
its investigators “are focusing on why the blowout preventer failed.”   

Relationships between industry and regulators:  On Sept. 10, 2008, The New York Times reported that 
the Department of the Interior Inspector General Earl Devaney, who remains at his post, had delivered 
three reports to Congress with findings of wrongdoing by a dozen current and former employees of the 
Minerals Management Service (MMS), which collects about $10 billion in royalties annually and is one of 
the government’s largest sources of revenue other than taxes.  “A culture of ethical failure” pervades 
the agency, Devaney wrote in a cover memo, which described numerous conflicts of interest and 
unprofessional behavior throughout the Bush Administration, including allegations of MMS department 
employees accepting gifts from oil company employees, giving oil companies “sweetheart deals”, MMS 
senior managers having sexual relations with subordinates and industry contacts, and use of illegal 
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drugs.  The highest-ranking official criticized in the reports was Lucy Q. Denett, the former associate 
director of minerals revenue management, who retired earlier in 2008 during the department’s 
investigation before the reports were released.  Now, public outcry over the spill in the Gulf is 
heightening attention on this case and scrutiny of regulatory decisions under the Bush Administration 
during this period.     

Comparisons to Valdez:  Ever since the April 20 explosion, an oil slick has been inching toward the 
fragile Louisiana coastline.  It was just reaching some of Louisiana’s coastal wetlands, according to a May 
6, 2010, report from The New York Times, as this report was going to press.  Whether this spill will top 
the 1989 Exxon Valdez tanker spill of more than 10 million gallons of oil is still in question, but it will 
certainly go down in the record books.  The Valdez spill occurred after the tanker ran aground in Prince 
William Sound in Alaska.  The main causes there were an inexperienced, unauthorized crew member 
piloting the ship; crew member error; failure to repair a key sonar system; and the lack of an effective 
vessel tracking system from the U.S. Coast Guard.  Another contributing factor was the hull of the ship 
itself—a single hull construction.  While a double hull, as has been since required by U.S. law, would 
likely not have prevented the accident, the U.S. Coast Guard estimated after the accident that it could 
have cut the amount of oil spilled by more than 60 percent.    

The Valdez spill’s effects on local wildlife populations and ecosystems in Prince William Sound was 
devastating and took decades to recover, and ended up damaging more than 1,000 miles of Alaskan 
coastline.  The U.S. Coast Guard estimated that the immediate impact of the oil spill affected more than 
30,000 birds, their feathers soaked in oil, were found either dead or dying.  Sea otters were especially 
vulnerable because the oil disintegrated the fur's ability to insulate and caused a loss in buoyancy, 
causing the otters to freeze to death and drown.  Otters trying to lick the oil off of their fur also were 
sickened or died due to the toxicity of the oil.  The spill also had deleterious effects on other wildlife 
populations including bears, eagles, herring, sea lions, salmon and whales.  Cleanup efforts were 
hampered by a lack of readiness for a disaster of this type.  The only containment barge in the area was 
dry docked for repairs when the spill occurred, and the location was remote and hard to reach by 
response teams.  So, the first responders did not arrive at the scene until more than 10 hours after the 
spill began.  By that time, the slick had already grown 40 miles long.  ExxonMobil’s own estimates of the 
cleanup exceed $1 billion.    

II. Proponent Position 

The proponent raises the issue of the tremendous detrimental impact ExxonMobil’s and other 
companies’ oil and gas operations have had in degrading the coastal wetlands that protect Louisiana and 
other U.S. Gulf Coast states from tropical storms and hurricanes and support the livelihoods of 
numerous fishing and tourism-related businesses.  It points out that “studies have empirically 
demonstrated that the direct and indirect effects of oil and gas exploration, recovery and processing are 
together responsible for 40 to 60 percent of documented wetland loss.”  It explains that the “10,000 
miles of canals dredged throughout the coastal zone of Louisiana, have resulted in the disruption of the 
natural hydrologic regime of the Mississippi delta, in enhanced subsidence, in deterioration of 
vegetation habitats, in increases in turbidity and in decreases in the nursery grounds for estuarine 
consumers (i.e. fish and shrimp).”  Furthermore, it says, oil and gas drilling operations also threaten the 
coastline with spills.   

With more than 1.3 million acres of coastal wetlands lost since the 1930s in Louisiana alone, the 
proponent says that ExxonMobil and other oil and gas companies need to act now.  It notes that every 
38 minutes, a wetlands area about the size of a football field is lost.  “If nothing is done to prevent the 
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rapid loss of wetlands and restore Louisiana’s coast, another 500-700 acres will be lost over the next 50 
years,” the proponent warns.   

The proponent quotes a price for the cost of a wetlands restoration plan for Louisiana of at least $50 
billion and a timeline of more than three decades to complete.  It says that with extensive operations in 
the area confirmed by the Louisiana Department of Natural Resources and comprising 169 coastal use 
permits for oil and gas exploration in coastal Louisiana and dredging activities of 2,091,584 cubic yards, 
ExxonMobil has directly destroyed 949.60 acres of wetlands and only mitigated 61.11 to compensate for 
its actions.   

As the company represents itself as a sustainability champion, the proponent believes ExxonMobil 
should live up to its word and “adopt policies that will prevent future damage to wetland and that will 
assist in the amelioration of past harm.”   

III.  Management Position  

ExxonMobil agrees with the proponent that it “has a responsibility to surrounding communities and the 
environment for managing our operations in a sustainable manner, including with respect to wetlands.”  
However, it feels that the proponent’s proposal is unnecessary, as its Standards of Business Conduct 
code covers the proponent’s concerns.  ExxonMobil underscores that it “is committed to operating in a 
way that protects the environment and takes into account the economic and social needs of the 
communities where we operate,” as well as to “continuous efforts to improve environmental 
performance.”   

It notes that its planning processes require its “facilities to be designed, operated and managed with the 
goal of preventing incidents and reducing adverse impacts, including impacts to wetland environments.”  
As part of this program, ExxonMobil says that it “assesses environmental sensitivities…develops 
appropriate mitigation steps…” and “identifies objectives for environmental protection, including 
wetland protection, and drives improvement actions that are specific to each location.”   

For fragile coastal wetland areas, its practices include “adjusting, siting and routes, and modifying 
engineering designs, construction plans, and operating practices to protect specific species and 
habitat…”  For example, its “careful planning for the layout of the Golden Pass LNG terminal and pipeline 
route in Sabine Pass, Texas, allowed for the preservation of 20 acres of wetlands.”  Beyond 
precautionary steps, it says that it also undertakes remediation, including “extensive reclamation efforts 
to restore degraded sites to environmentally acceptable conditions.”  It point to its “redevelopment 
actions at the Florham Park research campus in New Jersey included restoration of 80 acres of wetlands 
that support local wildlife, area flood control, and groundwater recharge,” as an example.   

Given these efforts and its active involvement “with numerous environmental conservation 
organizations, such as the American Wetlands Foundation, Wildlife Habitat Council, Ducks Unlimited, 
The Nature Conservancy and others, contributing over $300,000 annually,” in addition to its policies and 
processes for coastal wetland protection, ExxonMobil feels the proponent’s proposal is moot.    

IV.  Analysis 

Key Points at Issue 

• Are the coastal wetlands in Louisiana in trouble? 

• To what extent have ExxonMobil’s operations contributed to the problem in the past and how 
will they affect coastal wetlands in the future? 
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• Is ExxonMobil helping to ameliorate the problem? 

• Are present regulatory funding efforts sufficient to restore the wetlands? 

• What are the economic consequences of wetlands degradation and the oil industry on local 
residents and the country? 

Trouble in the wetlands:  ExxonMobil agrees with the proponent that it “has a responsibility to 
surrounding communities and the environment for managing our operations in a sustainable manner, 
including with respect to wetlands.”  However, that’s where agreement between the proponent and 
ExxonMobil ends.  The company feels that the proponent’s proposal is unnecessary, because its 
corporate code of conduct already covers the areas of concern raised by the proponent.  For its part, the 
proponent does not believe ExxonMobil’s policies are clear enough and it suggests the company’s 
response to the crisis in the fragile Louisiana coastal wetlands is underwhelming.  It appears irrefutable 
that the wetlands have been significantly degraded and that substantial investment and action is 
needed to restore them.       

Company’s impact and responsibilities:  ExxonMobil believes that it has taken sufficient steps in 
cooperating with appropriate governmental authorities and local conservation and environmental 
organizations and implementing sustainable business principles.  It points to its policies and practices, 
outlined earlier in this report as evidence.  It notes that its planning processes require its “facilities to be 
designed, operated and managed with the goal of preventing incidents and reducing adverse impacts, 
including impacts to wetland environments.”  As part of this program, ExxonMobil says that it “assesses 
environmental sensitivities…develops appropriate mitigation steps…” and “identifies objectives for 
environmental protection, including wetland protection, and drives improvement actions that are 
specific to each location.”  For fragile coastal wetland areas, it says its practices include “adjusting, siting 
and routes, and modifying engineering designs, construction plans, and operating practices to protect 
specific species and habitat…”   

Shareholders should consider several mitigating factors.  Rising sea levels and stronger storms along the 
Gulf Coast are also are depleting Louisiana’s coastline, as are other companies’ operations.  However, 
climate change activists would argue that ExxonMobil, as a producer of fossil fuels, has compounded 
this problem.  For its part, ExxonMobil does not provide a calculation of how much it believes its 
operations have contributed to the degradation of the Louisiana coastline or how much its efforts have 
stemmed erosion.     

The proponent strongly disagrees with the company’s position.  It quotes statistics from the U.S. 
Government Accountability Office (GAO) and scientists to draw attention to the severe magnitude of the 
problem.  It notes that to restore adequate wetlands to protect the coastline from tropical storms, 
Louisiana will need more than $50 billion over the next decade.  It also cites data from the Louisiana 
Department of Natural Resources’ Coastal Use Permit Tracking System to prove ExxonMobil’s 
contribution to erosion of Louisiana’s coastal wetlands, noting a long and continuing history of 
ExxonMobil petitioning to dredge the area for canals to support its operations.  It believes the 
company’s efforts are paltry in comparison to the needs.  Moreover, the proponent asserts, 
ExxonMobil’s policies and operations in the region are continuing to add to the overall problem.   

Beyond the dredging issue, there is the potential that ExxonMobil, like BP, will be party to a major spill 
that could have further devastating effects on Louisiana’s coastal wetlands.  In this area, the proponent 
also believes that ExxonMobil’s disclosures and actions are inadequate, and Exxon begs to differ.   

Regulatory support for restoration:  Louisiana has told the GAO that under current funding programs it 
expects to receive $6.2 billion in assistance in restoring its coastal wetlands over the next 20 years.  If 
the proponent’s $50 billion estimate is accurate, this is hardly sufficient to fix the problem.  The GAO 
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says it cannot conclude if the funding will be enough until better monitoring systems are put in place.  In 
the interim, local residents and businesses continue to be exposed to storms, pegged to become even 
more violent as a result of climate change and more damaging as the result of related rising sea levels.  

With the current spill in play, estimates to fully restore Louisiana’s coastal wetlands are likely to go a lot 
higher.  Furthermore, the BP disaster is likely to add regulations and limit drilling permits in the region 
for the foreseeable future.  Both factors will have economic ramifications for ExxonMobil and its 
shareholders.   

Economic consequences:  Consideration of the local and national economies plays a key role in the 
debate, too.  Fish and shrimp businesses in the area are suffering because of the degradation of the 
wetlands.  However, the oil and gas operations of ExxonMobil and other companies operating in the 
region also contribute significantly to the livelihoods of local residents.  Energy security and domestic 
production also has been a high priority of the Obama Administration.  U.S. sources of energy resources, 
such as those in the Gulf Region, are said to be key to America stemming its rising tide of energy imports 
before alternative technologies rise to fill the gap. 

However, as evidenced by the present crisis over the BP spill, oil and gas operations along the coast in 
Louisiana also can threaten the livelihoods of local residents, including fishing and tourism operations.  
Furthermore, oil and gas companies will have to do a lot more to assure coastal residents that their 
operations will not lead to a disaster such as the one BP finds itself entwined in today.  This will certainly 
have consequences for all oil and gas companies’ ability to operate and to expand offshore.   

It is not clear how much ExxonMobil is spending overall to restore coastal wetlands in Louisiana or 
elsewhere or how successful its efforts have been in recent years.  This makes it difficult to assess if the 
company is doing its part to keep the coastline in good shape.  ExxonMobil has a stake here, too.  In 
protecting the coastline, the Louisiana coastal wetlands protect ExxonMobil’s operations from tropical 
storms and hurricanes, as well as the homes and communities where its workers reside.   

Voting Considerations 

A central point for shareholders voting on this issue is whether they believe ExxonMobil should be doing 
more to restore wetlands along the Louisiana coastline and to assuring local communities that its 
operations do not have harmful effects on coastal wetlands in Louisiana and elsewhere.   

Voting in favor:  Some shareholders may feel that ExxonMobil only tangentially addresses the issue 
raised by the proponents through its environmental policies, and that ExxonMobil is not doing an 
adequate job to measure the magnitude of its contribution to the problem or to support solutions.  
When taking into account that erosion of the coastline also ultimately detracts from ExxonMobil ability 
to do business there, some shareholders also may feel that a vote for the proponent’s request would be 
beneficial.  These investors would likely be joined by those who believe the company’s operations in the 
region make it culpable for more damages.  Still others who believe the most recent spill involving BP 
warrants a thorough review by all oil and gas companies with offshore operations and reports to 
shareholders on risks, preventative measures, contingency plans and related environmental matters 
also should vote for this proposal.   

Voting against:  The U.S. government has not made clear what more it believes needs to be done to 
restore the wetlands beyond current state and federal efforts.  Many factors and companies are in the 
mix, and ExxonMobil and its shareholders clearly do not want to foot the bill for restoration for free 
riders.  Those shareholders who believe that ExxonMobil’s present efforts are sufficient and that 
ultimate responsibility lies with the U.S. and Louisiana governments and local parishes might want to 
vote against this proposal.  They may be joined by investors who think the company’s operations 
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provide a valuable economic benefit to the region and help to build domestic energy capacity, a key 
national energy priority.  On the BP spill, the U.S. government is conducting its own investigation and 
will announce recommendations and possible regulations as it reviews its results.  Those who feel that 
ExxonMobil should allow this process to play out and to respond once announcements are made also 
might want to vote against this proposal or abstain.   


