
 

PROXY MEMORANDUM 

To:  Occidental Petroleum Shareholders 
Subject:   2016 Proxy Statement – Item No. 5: Stockholder Proposal Regarding Carbon Legislation 

Impact Assessment 
Date:       March 31, 2016  
Contact:  Anita Green, Wespath Investment Management, 847-866-5287, agreen@wespath.com or 

Laura Campos, Nathan Cummings Foundation, 212-787-7300, 
laura.campos@nathancummings.org 

 
 
Wespath Investment Management (Wespath) and the Nathan Cummings Foundation co-filed Proxy Item 
No. 5, Stockholder Proposal Regarding Carbon Legislation Impact Assessment. The proposal will be voted 
on at the April 29, 2016 Annual Meeting of Occidental Petroleum Corporation (Occidental).  
 
Resolved 

Shareholders request that commencing in 2016 Occidental Petroleum Corporation, with board 
oversight, publishes an annual assessment of long-term portfolio impacts of public climate 
change policies, at reasonable cost and omitting proprietary information. The report should 
explain how current capital planning processes and business strategies incorporate analyses of 
the short- and long-term financial risks of a lower carbon economy. Specifically, the report 
should outline how the company is evaluating the impacts of fluctuating demand and price 
scenarios on the company’s existing reserves and resource portfolio - including the International 
Energy Agency’s “450 Scenario,” which sets out an energy pathway consistent with the 
internationally recognized goal of limiting the global increase in temperature to 2 degrees 
Celsius.   

 
Wespath and the Nathan Cummings Foundation encourage shareholders to support this proposal and 
believe that doing so is in investors’ long-term best interests: 
 

• Shareholders are requesting disclosure from Occidental that its competitors are increasingly 
providing to their investors; 

• Shareholders need to consider information regarding how Occidental’s business is positioned 
for changing markets where transformation and disruption may occur faster than currently 
anticipated; 

• Shareholders are seeking evidence that Occidental’s scenario planning and stress testing will 
allow shareholders to assess whether Occidental has positioned itself to respond to the 
transition to a lower-carbon economy in orderly and cost-effective ways. 

 
Wespath and the Nathan Cummings Foundation ask shareholders to consider the following 
perspectives: 
 
Shareholders support Occidental providing non-proprietary disclosure in alignment with its peers.  
Occidental’s  position on assessing and disclosing the long-term impacts of climate legistation does not 
appear to be aligned with many of its extractive industry peers:i  
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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 support from their investors; 

o In 2016, the boards of Total, Glencore, Anglo-American and Rio Tinto have committed to 
supporting investor calls for additional disclosure; 

o ConocoPhillips has tested its capital planning decisions against four carbon-constrained 
scenarios, and disclosed the results; 

o BHP Billiton publicly released its “Climate Change: Portfolio Analysis” that evaluates the impact 
of multiple 2 degree pathways on its assets. 

 
A report providing more information regarding the company’s resilience in a lower-carbon economy will 
allow shareholders to better assess whether Occidental will remain competitively well-positioned going 
forward.   
 
Shareholders are seeking to understand Occidental’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 are likely to exacerbate volatility over the next 20 
years. There are indications that an economic transition is already underway including, but not limited, 
to:   

• International agreements−most notably the 2015 Paris Agreement−and national/regional 
frameworks aimed at aggressively reducing greenhouse gas emissions;  

• The accelerating decline in the cost of renewable energy−in the U.S., 20 states are at solar 
grid parity and the number is forecast to rise to 42 by 2020;ii 

• Technological advances that will affect demand for fossil fuel energy—such as battery 
storage, distributed electricity generation, energy demand management and the growing 
market for electric vehicles. 

 
Oil and gas assets have decades-long lifespans, and Occidental’s business model focuses on extending 
the life of mature oil wells through enhanced oil recovery techniques. Currently, 90% of the company’s 
portfolio consists of oil assets and we expect that changing its production mix would prove to be 
challenging. Shareholders may accept Occidental’s strategy for current market conditions, however, 
prudent investors will also seek to assess the long-term resilience of Occidental’s portfolio and the 
company’s overall positioning in carbon-constrained markets.  Disclosure of scenario analyses that 
model the potential impact of public policy changes on Occidental’s assets will assist shareholders in 
determining if Occidental is sufficiently prepared for a changing future. 
 
Shareholders have insufficient information to assess Occidental’s preparedness for long-term 
fluctuations in price and demand. 
Occidental’s Form 10-K includes risk factors that may impact its operations including “governmental 
regulation and taxes” and “technological advances and regional market conditions.” The company’s 
website also states that, “Our business decision-making process consistently integrates climate change 
issues to help us effectively manage greenhouse gas (GHG) emissions and further the company's 
commitment to be an efficient, low-cost producer of oil and gas and commodity chemicals.”iii While the 
company acknowledges its financial results are impacted by commodity price flucutations, Occidental 
provides very little detail on the underlying assumptions that are used in its decision-making process or 
the projected outcomes of changes in regulation and technology. As such, it is unclear how the company 
is forecasting the potential impacts on its reserves of varying long-term price and demand scenarios.  



 
Price: Occidental’s 10-K discusses the impact of volatile commodity prices “Volatile global and local 
commodity pricing strongly affect Occidental’s results of operations. Occidental's financial results 
correlate closely to the prices it obtains for its products, particularly oil and, to a lesser extent, natural 
gas and NGLs, and its chemical products…..Prolonged or further declines in crude oil, natural gas and 
NGLs prices would continue to reduce Occidental's operating results and cash flows, and could impact its 
future rate of growth and further impact the recoverability of the carrying value of its assets.”  
 
Shareholders are aware that Occidental has responded to the current decline in oil prices by selling 
assets and cutting costs, in line with many of its competitors. The company spun off its California assets 
in 2014iv and reduced its 2016 capital expenditure budget by 48% from the previous year.v While these 
short-term strategies respond to current price declines, it is appropriate for shareholders to question 
the company’s long-term financial outlook and prospects for continued dividend growth under different 
long-term price scenarios, particularly given the company’s sensitivity to oil price volatility.  
 
Demand:  In Occidental’s 2015 CDP survey response,vi the company said it does not conduct the type of 
scenario analysis requested in the resolution, explaining that it “makes long-term investment decisions 
based in part on our expectation that the demand for hydrocarbons will remain strong for many decades. 
This expectation is based on and consistent with a variety [of] government agency assessments of future 
energy growth. Also, we do not expect that any of our proved hydrocarbon reserves will become “un-
producable”[sic]  due solely to regulatory constraints designed to restrict the emissions of GHGs, reduce 
the atmospheric concentrations of GHGs, or manage average global temperature.”  
 
However, in the 2016 Proxy Statement Occidental also says that “…concerns about climate change may 
affect Occidental's operations. Considering the uncertain outcome and timing of other proposed 
international, national and state GHG measures, it is difficult to predict their specific business impacts. 
However, Occidental could face risks of delays in development projects, increases in costs and taxes, and 
reductions in the demand for and restrictions on the use of its products, as a result of ongoing GHG 
reduction efforts.”   
 
The probability of strong climate change-related policy action has increased since the Paris Agreement 
reached at the UNFCCC Conference of the Parties (COP21) in December 2015. COP21 concluded with 
195 countries agreeing to keep global temperature increase "well below" 2C, and pursuing efforts to 
limit it to 1.5C. The Paris Agreement will be reviewed every five years and to achieve its goals, 
incremental reductions in emissions are required. Although there is uncertainty about the impact of  
policies on the demand for, and mix of, future energy sources, the International Energy Agency (IEA) 
publishes scenarios that model different public policy pathways and their expected impacts.vii The IEA’s 
“450 Scenario” sets out an energy pathway that limits the global increase in temperature to 2 degrees 
Celsius – in alignment with the Paris Agreement.  
 
Shareholders may agree with Occidental’s assertion that the demand for hyrdocarbons will remain 
strong.  However, in light of the Paris Agreement, it is prudent for investors to ask the company to 
provide additional scenario analyses and stress testing- including against the IEA’s “450 Scenario”−that 
consider possible demand shifts resulting from a carbon-constrained economy. 
 
 
 



                                                           
i The “Oil and Gas Climate Initiative (OGCI)” was established in 2014 by ten major, global oil and gas companies: BP, 
CNPC, Eni, Pemex, Reliance Industries, Repsol, Saudi Aramco, Shell, Statoil and Total. OGCI is an “industry-driven 
initiative which aims to catalyse practical action on climate change in focus areas such as the role of natural gas, 
carbon reduction instruments and tools, and long-term energy solutions.” 
ii http://www.greentechmedia.com/research/report/us-residential-solar-economic-outlook-2016-2020 
iii http://www.oxy.com/SocialResponsibility/Environmental-Stewardship/Pages/Regulation-of-GHGs.aspx 
iv http://newsroom.oxy.com/press-release/occidental-petroleum-completes-spin-california-resources-corporation 
v http://www.reuters.com/article/occidental-results-idUSL3N15J4F 
vi CDP holds the largest collection globally of self reported climate change, water and forest-risk data. Data is found 
at www.cdp.net 
vii http://www.iea.org/publications/scenariosandprojections/ 
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