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WHAT DOES ULTRA
DEERP OFFSHORE
MEAN?

In continuous guest for new reserves to ex-
ploit, as easiest-to-access ail fields are beco-
ming scarcer and often coveted or pre-emp-
ted by national companies, the major players
in the oil and gas industry are developing
projects in ever deeper waters.

When the industry refers to deep offshore,
it refers to fields located at more than 125
metres below the surface of the water. In
this very broad category, ultra-deep offshore
concerns deposits deeper than 1500 metres.
Although it is conventional oll, it requires seis-
mic and unconventional drilling technigues,
such as drills that can go deeper than 3000
metres and drill more than 8 kilometres un-
derground.
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“ At 'Total, we have embarked on an incredible human, technological and
industrial adventure to tap deepwater oil and gasreserves as part of our
commitment to meeting global energy demand. After pioneering deep
offshore production, we are now one of the sector’s biggest operators. ™

In response to both climate emergency and pressure from
NGOs, French banks have all adopted policies to restrict their
financing to fossil fuels.

A large number of reports claim that most of our fossil en-
ergy reserves cannot be exploited, and also that we must
immediately begin to close existing infrastructures in order
to ensure the total decarbonation of the energy sector and
limit the rise in global temperature well below the threshold
of +2°C, compared to the pre-industrial era.

Coal, tar sands, shale gas, liquefied natural gas export
terminals, drilling in the Arctic and in ultra deep waters,
all have extreme impacts on climate, environment and
populations. As they are extremely carbon intensive and
emit greenhouse gases, it is legitimate to ask banks to put an
immediate end to all financial support that could help the de-
velopment of these sectors, and to adopt policies to facilitate
their phase out.

French banks have responded more or less favourably
to NGO campaigns asking them to stop supporting
these 6 sectors, the main advances being made on coal,
and to very different degrees, others being made on Arctic,
tar sands, shale gas and related LNG terminals.

But one sector has so far been totally ignored by French
banks: ultra deep offshore. Even BNP Paribas, which was
the first bank in the world to adopt a policy regarding the
other five oil and gas sectors, did not dare touch it.

S TOTAL HIDDING BEHIND
FRENCH BANKS RESTRAINT?

In its website, Total says that it sees a ‘growth reservoirs” in
deep offshore - any drilling deeper than 125 metres. But a de-
tailed analysis of its production forecasts between 2015 and
2035, based on Rystad? data, clearly shows that Total is only
investing in ultra deep offshore - at depths of more than 1500
metres. If the group plans to reduce its oil production in
deep waters by 30%, it intends to increase its produc-
tion in ultra deep waters by 3,665%.

BLUNDNESS OR HYPOCRISY”?

While the fossil energy reserves already in operation
contain enough carbon to make us exceed the warming
thresholds of 1.5 and 2°C, exploring and exploiting new
reserves is strictly incompatible with meeting the ob-
jectives of the Paris Agreement, to which Total has also
committed?.

Total is also proud to be a pioneer in this sector, making its
development an " incredible human, technological and indus-
trial adventure” 4 Social, environmental and economic risks,
such as those of its Guyane Maritime off French Guiana and
Foz do Amazonas projects off Brazil, portray a much darker
reality of the sector for workers, biodiversity and even for in-
vestors.

Incompatible with Total's pro-climate views, drilling in ultra
deep waters is also incompatible with banks’ positions on cli-
mate and biodiversity. However, although extraction in ul-
tra deep waters today represents only a tiny part of the
French group global oil production- less than 1%- it has
already benefited from 502 million dollars from French
banks between 2015 and 2017°. As banks currently have
no policy to restrict their financing to projects and com-
panies in the sector, this financing is likely to grow.

This briefing presents the risks posed by financial support to
Total and deepwater drilling. It calls on French banks to finally
step up to the plate against one of the most powerful com-
panies in the world, whose massive development strategy in
deepwater drilling threatens the future of millions of people.

More specifically, it calls on French banks to put an end to all
financing to deepwater drilling projects and to make all finan-
cial support to Total, and the other oil and gas majors, condi-
tional on the termination of their development projects in this
sector and the adoption of a plan to put their activities in line
with the objectives defined in the Paris Agreement.



ULTRA DEEP OFFSHORE :

TOTAL'S “RESERVOIR OF

GROWTH”

A few months after joining the group of signatories of the
Paris Appeal, Total made a commitment “to ensure that the
level of ambition set by the Paris Agreement is respected or
even exceeded in order to limit the rise in temperature to
less than 2°C™ and made public at its 2016 Annual General
Meeting a document outlining its climate strategy.

In this document entitled “Integrating Climate into our
Strategy”, Total writes that the IEAs 2°C scenario stipulates
that the share of oil in the global energy mix “will decline
gradually, to 24% in 2035 from 31% today™”.

Yet, behind its allegiance to the Paris Agreement, Total expects
a 26% increase in its total oil production. On its website,
Total states that “Deep offshore oil and gas resources
have acquired strategic importance in supplying the
energy solutions of tomorrow and could hold the key to
renewing reserves and increasing production”.

The French group is enthusiastic about the idea that
according to its prospective studies, “the oil and gas held in
deepwater reserves may amount to nearly 350 billion
barrels of oil equivalent (BOE), or 8% of the world’s
resources. We also believe that two thirds of deep
offshore oil and gas resources are still waiting to be
discovered.” ¢

These untapped reserves must be left in the ground, unless

we give up limiting the rise in global temperature well below
2°C and tending to 15°C. Indeed, according to a study
published by Oil Change International, consuming all the coal,
oil and gas reserves already in operation would cause global
warming above 2°C. Even if we stopped extracting coal today,
consuming this oil and gas would make us cross the +15°C
threshold®.

In addition to managing its contradictions in terms of climate,
Total poses massive risks to biodiversity. Because when Total
talks about deep offshore, it means drilling in very deep
waters and not drilling in deep water.

According to Rystad data, Total plans to reduce its deepwater
production by 30% between 2015 and 2035, but to increase
its oil production in ultra deep waters by 3665% with even a
production peak at 474kbbl/d in 2032, an increase of more
than 4,005% since 2015.

Today, if the oil extracted by Total using this technigue
represents less than 1% of its total oil production, it will
represent nearly 22% by 2035.

This increase is much higher than that forecast by the other
majors in the oil sector. And while Total should maintain
production at a lower level than Petrobras and Shell, this
increase should put it ahead of BP and Statoil, which are
already much more active in deepwater drilling'.

TOTAL SA : Weigh of oil production techniques 2015-2035
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ULTRA DEEP OFFSHORE:

ALWAYS FURTHER, DEEPER,

AND RISKIER

Foz do Amazonas (Brazil), Nasua (French Guiana), Kaombo
(Angola), Egina (Nigeria).Total is constantly pushing back
geographical and technological frontiers with ever more
inaccessible and deep projects in areas that are increasingly
unknown™and whose potential impacts on biodiversity and
environment are increasingly worrying.

POLLUTION: BODNVERSITY
AND ENVIRONMENT IMPACTS

Noise, air and water pollution accompany these projects,
with heavy impacts on biodiversity, particularly for benthic
species®.

The waters in which Total plans to drill off the Amazon
- in the area known as “Foz do Amazonas”- shelter
not only a unique reef” but also many marine species
including whales, dolphins and sea turtles. Similarly,
in French Guiana, the hypothesis that the study area of
the “Guyane Maritime” permit would be a calving and
nursery area for several cetacean species seems to be
confirmed.

Oil exploration and exploitation in these regions would
have a highly detrimental effect on marine life: disturbance
of turtle migration routes, degradation of the seabed with
drilling cuttings or contamination of the environment with
wastewater are just a few examples.

During its operational life, a single rig can pollute as much as
7000 cars driving more than 80km per day". In particular,
it has been estimated that each year an offshore platform
generates on average more than 50 tonnes of nitrogen
oxides, 11 tonnes of carbon monoxide, 8 tonnes of sulphur
dioxide and 38 tonnes of volatile organic hydrocarbons®.

OlL SPILL: INCREASED RISKS

In offshore activities, the main cause of oil spills is the explosion
of wells or «blow-outsy». These eruptions are the cause of
some of the most serious offshore drilling accidents to date,
such as the Ixtoc | disaster in 1979 or the Deepwater Horizon
disaster in 2010.

Incidents during the exploratory phase in deep offshore
concern 15% of wells, and the Institut National de
'Environnement Industriel et des Risques (INERIS) notes that
the frequency of blow-outs is six times higher for wells
deeper than 4500 metres'®.

In addition, the difficulty of preventing and intervening
in the event of a well explosion is all the more complex
when the drilling is deep. The Deepwater Horizon disaster”
is unfortunately a perfect illustration of this. The oil spill lasted
more than 3 months, during which nearly 5 million barrels of
oil-the equivalent of 40 Erika or 3.5 Amoco Cadiz - were spilled.
A dramatic human, environmental and financial bill with a toll
of 11 deaths and a cost estimated at 65 billion dollars®®. And
this bill is far from definitive: the environmental impacts of the
disaster continue to be the subject of numerous studies®.

To contain a blow-out in the «Foz do Amazonas»
exploration zone, Total plans to transport a containment
dome from Rio de Janeiro. However, ten days would
be necessary to cover the 4,000km separating it from
Bélem port, during which time the oil would spread in
the ocean?®.

The installation of a containment dome on an erupting oil
well could also be a logistical challenge, given the particularly
difficult oceanographic conditions in this area (strong currents,
high proportion of sediment in the water and instability of the
seabed).

These extreme conditions increase the environmental
impacts of conventional methods used to remove oil from
the sea surface. Scientific studies, compiled in a report by the
National Wildlife Federation?, show that the dispersant used in
the Deepwater Horizon disaster can be up to 52 times more
toxic than oil itself. 30 OO0 dead dolphins, nearly 2 000 dead
turtles, destruction of colony of coral 1km from the well..
the list of impacts of the oil slick on wildlife, 3 years after the
accident, continues to worsen.



ULTRA DEEP OFFSHORE:

BANKS FINANCIALLY FUEL

TOTAL

French banks, particularly BNP Paribas, Crédit Agricole and
Société Générale, are among the largest funders of deep
offshore.

Between 2015 and 2017, BNP Paribas, Crédit Agricole,
Société Générale and Natixis provided USD 5.3 billion
financing to the deep offshore oil activities of the 30
companies with the largest oil reserves in ultra deep
waters?, including USD 502 million to Total.

Total occupies a predominant position in ultra deep
offshore financing by French banks.

Top 30 funders of the ultradeep offshore 2015-2017

EL G Millions of dollars Ranking

This is particularly true for Société Générale and Crédit
Agricole, which are among the top five funders of Totals
deepwater activities, whereas they are only the tenth and
fifteenth funders in the sector internationally.

With a USD 202 million financing, Société Générale alone
provides 9% of the total financial support allocated to Total's
activities in ultra deep waters and 41% of the support from
French banks.

As banks currently have no policy to restrict their
financing to projects and companies in the sector, this
financing is likely to grow. However, economic and
financial risks are not absent. On the contrary, a study
by Carbon Tracker® shows that the profitability of the
sector is very uncertain: the high technicality of drilling
in ultra deep waters implies that any complication rapidly
increases costs, and the profitability of the sector should

TOTAL 51353

Source: Bloomberg via Rainforest Action Network
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TOTAL OUT OF
REACH: WHEN BANKS
BOW TO THE MAJORS

The climate emergency requires the financial
sector to position itself vis-a-vis the fossil fuel
industry, which is mainly responsible for
global warming. In recent years, an increasing
number of private and public banks, insurers
and investors have made divestment
commitments.

While the bulk of these measures initially
focused on the coal sector, it now extends
to the oil and gas sector. Two emblematic
examples from 2017 the end of BNP Paribas
support for exploration, production, transport
and processing projects for shale oil and gas,
tar sands and oil and gas resources located
in the Arctic region, as well as for companies
whose activities are based to a significant
extent on these sectors?; and the end of World
Bank funding for oil and gas exploration and
production projects?.

These measures reflect a growing recognition
within the financial sector that it is no longer
possible to extend the frontier of fossil energies
and that it is imperative that the increase in
‘green’” financing and investment - to energy
efficiency and renewable energies - be based
on an end to “brown” support - gas, coal and oil.

However, few investors and financial players
are willing to take concrete action on the oil and
gas majors. Thanks to their high diversification,
these companies remain beyond the reach of
the policies adopted by French banks in the
coal, tar sands and Arctic drilling sectors.

Regarding oil sands, even the most ambitious
financing and investment policy, that of BNP
Paribas, excludes, in addition to production
projects, companies whose reserves of oil
sands represent more than 30% of their total
reserves, a threshold well above the 65% for
Total.

While BNP Paribas and Société Générale?® have
also made commitments on companies active
in the Arctic, only companies with respectively
more than 30% and 50% of their reserves
in the Arctic are excluded. Whereas Total is
among the top 15 companies in the world in
terms of oil reserves in the Arctic, it will not be
affected since its Arctic reserves represent only
0.75% of its total reserves.




CONCLUSION

No energy transition will be possible without the adoption by fi-
nancial actors of policies that applies to the oil and gas majors. If
they are not to be excluded from support, it is urgent to develop
a robust engagement strategy with them. One of the priorities
is to push them to stop undertaking new projects in ultra deep
offshore drilling and extreme fossil energies.

Total, like BP, Shell and Statoil, is among the energy compa-
nies involved in the Climate Action 100+ initiative, the largest
investor-led engagement initiative ever (300 investors holding
around $30 trillion in assets) targeting the world's 160 largest
CO, emitters”. Launched during the One Planet Summit in De-
cember 2017, it brings together a large number of investors, in-
cluding the asset management divisions of BNP Paribas, Crédit
Agricole and Natixis.

Whether through this initiative or bilaterally, a strategy of enga-
gement must, to be effective, be based on requests which must
be specific, time-bound and correlated with actions previously
known by the companies in case of failure of the engagement
strategy.

To only request a climate risk exposure assessment and a reco-
gnition of the 2°C target is clearly not an option in the context
of climate emergency. As shown in Total’s 2016 report “Integra-
ting Climate into Our Strategy,” published in response to inves-
tor pressure, such requests can lead to empty communication
exercises.

While any climate reporting must be aligned with the recom-
mendations of the Task Force on Climate-related Financial
Disclosures, it must above all complement an immediate halt
to the opening of new fossil energy projects, starting with pro-
jects in ultra deep waters, and a commitment to align with the
objectives of the Paris Agreement. This commitment must be
followed by the publication within two years of a detailed ac-
tion plan correlated with indicators based on climate science in
order to assess its annual progress. This plan must cover both
Total's actions to reduce its exposure to fossil fuels and to deve-
lop sustainable zero-carbon alternatives.

It is on such requests that the banks must make a commit-
ment to Total. In addition, banks must commit to take measures
to restrict their supports and to make them more and more
stringent if the commitment strategy fails .

IMPRINT

French banks : TOTALIly irresponsible in ultra-deep water

Authors: Lucie Pinson (Les Amis de la Terre France), Florence de Bonnafos (Greenpeace France)

Design : Edouard Marchal - edwardenfr

Images : Amoco Cadiz, GreenPeace, Guillaume DELEBARRE, pexels, guino-al

Publication date : August 2018

FOOTNOTES

! Total, Deep offshore reservoirs: tapping growth, seen on 22 may 2018 www.
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To mitigate the climate and financial risks associated with ultra deep offshore drilling, banks and other financiers must
adopt an active oil and gas public policy, in order to:

q — M | N D 1. STOP ALL FINANCING TO ULTRA DEEP
e OFFSHORE DRILLING PROJECTS.
O J q 2. STOP ALL FINANCIAL SUPPORT TO COMPANIES
WITH A SIGNIFICANT SHARE OF THEIR ACTIVITIES
R EQU ESTS IN ULTRA DEEP OFFSHORE DRILLING.
3. IMPLEMENT A ROBUST ENGAGEMENT STRATEGY
WITH THE OIL AND GAS MAJORS, MAKING THE CONTI-

NUATION OF THEIR FINANCIAL SUPPORT CONDITIONAL
ON:

a/ an immediate halt to the opening of new projects in ultra
deep offshore;

b/ an immediate commitment to align with the objectives of
the Paris Agreement.

¢/ the publication within two years of an action plan to align
with the objectives of the Paris Agreement.



