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New York Attorney General Barbara D. Underwood has filed a lawsuit against Exxon Mobil Corporation
on allegations that Exxon misled investors as to the potential financial risk that climate change posed to its
operations (New York v. Exxon Mobil Corporation, October 24, 2018).

Climate change. According to the complaint, Exxon has been assuring investors for years "that it was
accounting for the likelihood of increasingly stringent regulation of greenhouse gas emissions," by applying a
"proxy cost" of carbon which Exxon claimed to use for its "business planning, investment decisions, calculations
of the amount and value of company reserves and resources, impairment assessments, and projections of future
demand for oil and gas." Exxon, according to the complaint, did much less than it claimed in its representations
and deceived investors in failing to disclose the company’s "true financial exposure to increasing regulations and
policies adopted to mitigate the adverse effects of climate change."

Proxy cost and alternate methodology. The complaint further alleges that even after Exxon increased its
proxy cost guidance to conform to its public representations, it adopted an "alternate methodology" when it
became clear that applying the publicly represented proxy costs would result higher costs, large write downs,
and shorter asset lives. This alternate methodology allowed Exxon to assume that existing regulations relating to
climate change would remain the same, thus allowing Exxon to apply a lower proxy cost or no proxy cost at all.

"Investors put their money and their trust in Exxon—which assured them of the long-term value of their shares,
as the company claimed to be factoring the risk of increasing climate change regulation into its business
decisions. Yet as our investigation found, Exxon often did no such thing," Attorney General Underwood said.
"Instead, Exxon built a facade to deceive investors into believing that the company was managing the risks of
climate change regulation to its business when, in fact, it was intentionally and systematically underestimating or
ignoring them, contrary to its public representations."

Relief sought. The suit seeks an order prohibiting Exxon from continuing to misrepresent its practices and
an award of damages, disgorgement, and restitution. The complaint also requests the court to "direct a
comprehensive review of Exxon’s failure to apply a proxy cost consistent with its representations, and the
economic and financial consequences of that failure."

Attorneys: Jonathan Zweig, Office of the Attorney General, for People of the State of New York.
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