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What Total Does in Myanmar

As part of a consortium whose other
partners are Unocal (part of U.S.-based
Chevron), Thailand’s PTTEP and state-
owned MOGE of Myanmar, Total operates
a project to produce gas from the offshore
Yadana field, through subsidiary Total
Exploration & Production Myanmar, referred
to as “Total” in this brochure.

The Yadana gas field is located in the
Andaman Sea, 60 kilometers south of the
Irrawaddy Delta. Most of the 410-kilometer
Yadana gas export pipeline lies offshore,
with 63 kilometers onshore in southern
Myanmar. Eighty-five percent of the gas

is exported to Thailand, where it supplies
20% of the fuel for that country’s power
generation facilities. The remaining 15%

is currently sold domestically in Myanmar.

The Memorandum of Understanding for the
project was signed in 1992. After investing
US$1 billion on development between
1995 and 1998, the consortium began
commercial gas production in 2000. Qutput
averaged 20 million cubic meters of gas
per day in 2008.
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A Strong Commitment
to Social and Economic
Development

Our presence in Myanmar is controversial.
From a broader perspective, oil companies
are often criticized for working in sensitive
countries, the way they work, their
relationships with governments, security
measures taken to protect their assets, and
the way in which host countries use their oil
revenues.

But we strongly believe that a responsible
multinational can make a positive
contribution to the economic and social
development of a country experiencing
severe internal turmoil. Wherever we
operate, we strive to implement our projects
in compliance with applicable local and
international legislation and our own Code
of Conduct.

Through the Yadana Project, which is now
in the production phase, we have made

a long-term commitment to drive economic,
social and community development in
Myanmar:

e Currently, we and the contractors involved
employ 900 people on the project, 95%
of whom are Myanmar nationals.

o A total of US$10 million was spent on initial
training for the subsidiary’s local
employees. The annual training budget
is now $800,000.

e QOur high human resources management

and development standards are
unprecedented in the country; actions
include training for Myanmar nationals,
international assignments in other Total
subsidiaries, medical insurance and
pensions.

The broad socio-economic program

— US$18.3 million spent between 1995
and 2008; budget of US$2.65 million

in 2009 — benefits the people of Myanmar
and focuses on public health, education,
economic development and infrastructure.
[t encompasses:

- A public health program serving nearly
50,000 people in the pipeline area.

- A micro-credit program aiding 1,200
micro-enterprises and farmers in the
pipeline area, set up with the support

of French NGO Entrepreneurs du Monde.
- An HIV/AIDS treatment program in
Mandalay that is currently providing
antiretrovirals to nearly 2,000 patients,

in partnership with the Myanmar Health
Ministry and the International Union
Against Tuberculosis and Lung Disease,

a respected international NGO.

- A nationwide program to prevent
blindness, under which more than 100,000
cataract operations have been funded
since 2001, in partnership with NGO Helen
Keller International.

- A program to support public orphanages
in Yangon that are home to 1,300 children.



The People Living in the
Yadana Pipeline area

e The pipeline region is a rural, relatively
isolated, sparsely populated
— around 40 inhabitants per square
kilometer — area in Tenasserim
Division in southern Myanmar.

e |t is home to nearly 50,000 people.

® The area comprises 25 villages
covered by Total’s socio-economic
program. The program’s initiatives,
especially those related to public
health and education, are defined
at the village level.

® The region is characterized by its
ethnic and religious diversity. The
coastal villages are mainly inhabited
by Mon fishers. Three villages in the
center of the region, near the Tavoy
(Dawei) River, are home to Karen
people, most of whom are Baptists.
The other villages are primarily Bamar
(Burman) Buddhist communities.
The largest village, Kanbauk, also has
small Muslim and Hindu communities
with their own places of worship.

Our Business Principles
in Myanmar

In Myanmar, as elsewhere in the world,
we apply our Code of Conduct. Three main
principles govern our actions:

¢ We implement ethical working
practices. We ensure that everyone
is treated fairly and with respect. Through
an awareness process, we ensure that
expatriates assigned to Myanmar are
familiar with and respect its culture. We
stress respect for others and a
discrimination-free workplace. The Code
of Conduct also contains an explicit
commitment to upholding universal
human rights principles and banning
forced labor in our sphere of activities.

We establish mutual understanding
with communities in the vicinity of the
project. Dialogue with local residents is
a prerequisite for a successful project.
Village Communication Committees have
been created to foster dialogue with
villagers in the pipeline area. Doctors,
veterinarians and communication officers
live in the villages, listening to villagers
and helping them resolve some of their
problems.

* We help to improve the well-being

of local residents. In line with our Code
of Conduct for Myanmar, which stipulates
that local residents must benefit from the
project, nearly 90% of the construction
workers were Myanmar nationals.

In 2009, in the ongoing production phase,
nearly 95% of the employees of the
subsidiary and its contractors are
Myanmar nationals. During construction,
we introduced training programs for
builders, welders, mechanics, foremen,
equipment operators and managers
drawn from the local population. To
transfer skills, we also arranged training
for around 100 local managers and
technicians, enabling them to acquire the
knowledge needed to operate facilities.
Lastly, since 1995, we have been
conducting initiatives to improve living
standards in the project area, focusing
on priorities such as public health,
education, economic development and
improved infrastructure.
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Response to the Allegations

In September 2009, EarthRights International published a report entitled Total Impact that makes serious
allegations against Total. We would like to set the record straight.

The report is based
on blurred geographic
distinctions

The Yadana pipeline area, where our
operations are located and where we
deploy our socio-economic program,
comprises 25 villages on either side of the
pipeline. ERI’s investigations covered

a much wider area that was erroneously
presented as the “Yadana pipeline area,”
even though the Yadana consortium has
never had a presence or operated in much
of this territory. Of the 40 villages mentioned
in the ERI report, 25 are located outside
the pipeline area.

Total refutes allegations of
forced labor in the pipeline
area

We are categorically opposed to forced
labor. Total E&P Myanmar’s Code of
Conduct states: “Total E&P Myanmar
ensures that its personnel policies and
operational practices prohibit and prevent
forced or compulsory labor, discrimination
and child labor and, more generally, respect
the internationally recognized labor
standards.”

The allegations of forced labor reported

by ERI in the village of Ya Pu (page 21,
paragraph 1 of the report), on the Ye-Tavoy
road (page 23, paragraph 1) and in the
village of Law Ther (page 26, paragraph 2)
concern places or villages outside the
pipeline area.

Below, we address the main allegations
(in bold) concerning villages in the pipeline
area.

Villagers were forced to maintain
the Kaleinaung-to-Zinba and Kanbauk-
to-Eindayaza roads (pages 21 and 22):

These allegations are false and have no
credible foundation. The road that ends

at Zinba was built under Total’s socio-
economic program, solely to serve the
village and benefit the villagers. The road
is not maintained by the villagers. Similarly,
the road to Eindayaza was built by Total
and has never been repaired by the
villagers.

As part of the socio-economic program,
Total's teams renovated this road in 2009,
at the same time as they rebuilt the bridge
to the village of Eindayaza. The allegation
that villagers are forced to maintain these
roads and are not fully allowed to use them
is baseless.

Villagers were forced to farm jatropha
and purchase seeds from the Army
(page 23, paragraph 4, and page 24):
Jatropha is farmed in Myanmar, as in other
countries, to produce biofuel. It was
brought in under a national policy
introduced in 2005 and is not specific to
the pipeline area. Jatropha farming was not
as successful as hoped in the pipeline area,
and the existing plantations are too small
for commercial production.

Villagers from Michaunglaung are forced
to perform sentry duty to ensure pipeline
security (pages 25 to 27): These
allegations are without foundation.

Villagers do not perform sentry duty for

the pipeline.

Villagers from Zinba were forced to build
police barracks in March 2009 (page 20):
In March 2009, villagers notified Total that

a group of soldiers had demanded help
from the village head, who then asked two
or three villagers each day over a period of
five days to build three huts. We intervened
to put a stop to this reprehensible practice
and, following our intervention, the huts
were given to the villagers.



Allegations concerning
violations of the right to life
and security of persons

in the pipeline area are
unfounded

These allegations are particularly grave.

ERI reports that four villagers were killed

by soldiers and one beaten between 2005
and 2009. None of the villages concerned
— Ya Pu, Law Ther, Shin Ta Pi, Kyaung Sha
Gwin and Nat Ei — is located in the pipeline
area. On its own map, ERI shows that the
military units concerned are based outside
the pipeline area. Total has no knowledge of
these cases or of any similar cases in the
pipeline area.

Freedom of movement
in the pipeline area is not
restricted

There are no restrictions on freedom of
movement between villages in the pipeline
area. The only road closed to traffic

in the area is the eastern portion of the
private service road along the pipeline.

It does not serve any village and runs
through an uninhabited nature reserve.

In fact, the many visitors to the area — we
arrange 30 to 40 days of pipeline area visits
a year for NGOs, diplomats, investors,
journalists and evaluation teams — can see
that inhabitants are free to travel where they
like on foot or by motorbike, trawlergyi

(a type of modified tractor), bus, truck

or bullock cart. Furthermore, the number

of motor vehicles in the pipeline area has
increased steadily as living standards have
improved.

As part of our socio-economic program,

we build and upgrade village access roads
in the pipeline area to enhance freedom of
movement between villages and the outside
world; to facilitate access to the Kanbauk
market, hospital and schools; and to
promote trade and socio-economic
development in the area.

This program continues today, continuously
improving socio-economic infrastructure
through around a dozen projects a year.
Villagers acknowledge that they are
genuinely benefiting from these
improvements. To cite just two examples:

e Over the last ten years, the coastal village
of Daminseik has increased its fleet of

fishing boats from ten to 75, thanks to
a road that allows trucks in to pick up
dried fish for export.

® The once-isolated village of Eindayaza
owes its economic development to the
road built under the socio-economic
program.

The ERI report refers to cases of restricted
movement outside the pipeline area,
particularly in the village of Yebone. In some
regions of the country, the government
does restrict movement. Outside the
pipeline area, night travel has been banned
on the Ye-Tavoy highway, mainly because of
bandits in the area. However, there is no
need for such a ban in the safer pipeline
area.

Property rights are widely
respected in the pipeline area

The ERI report claims that “pipeline security
soldiers simply ‘take whatever they want
from the village shops’” (page 31,
paragraphs 1 to 3). This allegation is based
on testimony from two people outside the
pipeline area, in Kywetalin and Ya Pu. Such
occurrences are extremely rare in the




pipeline area, and any attempt to violate
property rights results in immediate
intervention by Total.

Allegations that soldiers confiscated
land in Michaunglaung and Eindayaza
for palm plantations (page 31,
paragraphs 4 and 5): The only large palm
plantation in the pipeline area is run by

U Paing Palm Oil Factory on land
confiscated from the family of former head
of state Ne Win in 1988.

Most Michaunglaung villagers own their
own land and have planted rubber for
the last three years. No land confiscation
has been recorded in Eindayaza.

Allegation that the Navy confiscated
land in Ohnbinkwin to build a road (page
31, final paragraph): No such event has
been reported in the pipeline area.

The Military Presence in the Pipeline Area

The ERI report provides a misleading picture of the military presence in the pipeline
area and creates serious confusion by referring to military units as “pipeline security
battalions.” Most of the units are based outside the area and do not operate in it.

e Countries have a sovereign right to maintain a military presence and enforce law and
order. These considerations go far beyond the issue of our presence and mission.
The Myanmar Army had an established presence in the pipeline region before Total
arrived.

¢ We do not have a contractual relationship with the Myanmar Army, nor do we give
it instructions or pay it.

e Close communication with villagers — through Village Communication Committees,
our communication teams, doctors and agriculturalists living in the villages, and
villagers employed by Total — means that we are aware in real time of what is
happening on the ground and can intervene in the event of abuse.

¢ \We have always made it very clear to the Army that forced labor is unacceptable and
have done everything in our power to ensure that this practice is not used in the
pipeline area.

e Our employees and assets are protected by a 65-member team of unarmed civilian
security officers, 74% of whom have been recruited from local villages. Headed by
a contract expatriate, the team guards sites, protects employees during travel,
conducts periodic inspections along the pipeline route, and maintains close,
permanent relationships with villagers.

Current Situation

¢ Two infantry units have a camp in the pipeline area, but rotate between the area and
the northern Tanintharyi Division. An artillery unit (not mentioned by ERI) and a Navy
base are also located in the area.

¢ The military presence in the Yadana pipeline area is not substantially heavier than in
the rest of Myanmar — less than one soldier per 100 inhabitants.

o |t is false to allege, as ERI does, that “at least 14 military battalions still operate in the
pipeline region” (page 34, paragraph 3).

¢ ERI’s claim that there are “about 249 permanently-based LJight] I[nfantry] Blattalion]s
in the somewhat general vicinity of the Yadana Project” (page 44) is simply untrue.
To substantiate this assertion, ERI references a report published in October 2008
by the Thailand Burma Border Consortium (TBBC). The report does contain a map
showing that 249 military units are deployed in Shan, Kaya, Karen and Mon States
and Pegu and Tanintharyi Dvisions, an area covering nearly half of Myanmar.
It is interesting to note that the map in the TBBC report shows that the military
presence in the Yadana pipeline area is not significantly higher than average.




ERI’s allegations concerning
the socio-economic program
are based on erroneous
information and constitute
deliberate denigration

In its report, ERI strives to discredit Total's
socio-economic program in the pipeline
area. Launched in 1995 as an integral part
of the project, the socio-economic program
is aligned with a core principle set out in
both Total’s and Total E&P Myanmar’s
Codes of Conduct: contribute to the
economic and social development of host
countries, and in particular that of local
communities.

Nearly all of the “facts” mentioned by ERI
in the section of the report dedicated to the
SOCI0-eCONOMIC program are erroneous.
Moreover, ERI improperly extrapolates from
a handful of cases. It damns the public
health program on the basis of testimony
from five people over two years, including
one person from outside the pipeline area;
the education program on the basis of
testimony from three people; and the
micro-credit program on the basis of
testimony from five people (the program
benefits more than 1,200 people).

It is interesting to note that none of the
testimony cited by ERI — none — paints

a positive picture of Total’s presence.

In contrast, the villagers we meet daily most
often express satisfaction; all outside
visitors including investors, diplomats and
NGOs receive positive feedback from
villagers; and the vast majority of testimony
from villagers independently gathered by
the Collaborative for Development Action
(CDA) is positive.

For many years, people

from all border areas of
Myanmar, not just the
pipeline area, have migrated
to Thailand; our presence has
not impacted flows

It is a fact that people living near a border
with a wealthier country often cross it to
find work, no matter what part of the world
they live in.

We are aware of these cross-border
flows and do not believe that they are
a harmful repercussion of our presence
in Myanmar.

ERI attempts to link this migration to
Thailand to our presence in the pipeline
area, without providing convincing
evidence. The percentage of the population
migrating to Thailand from cities such as
Myeik and Kawthaung, which are a long
way from the Yadana project, is extremely
high.

Public Health Initiatives

Kanbauk Hospital: Kanbauk Hospital is

a public facility operated by the Myanmar
Health Ministry. We do not manage the
hospital, but provide staff, medicine,
medical equipment and renovation, as well
as free outpatient visits. Total has seconded
a doctor to the free outpatient clinic.
Patients can see him at any time and are
not charged for examinations or
medication.

Medicine: ERI claims that the clinics
created under the socio-economic program
only supply paracetamol (acetaminophen),
evidence of its lack of knowledge of the true
situation. In the first seven months of 2009,
Total spent US$50,000 on medication —
which would buy a lot of paracetamol
(acetaminophen).

Health workers: The ERI report claims

on page 51 that medical staff is paid around
US$10 per month. That is untrue. The
socio-economic program’s doctors are paid
around US$1,000 per month. They are
supported by local village health workers,
who are found across the country. Village
health workers are unpaid, except in the
pipeline area, where they receive US$15
per month and support from Total for their
training.

Free medical consultations: ERI writes
that Total does not explain what constitutes
a free medical consultation. A free medical
consultation consists of an examination

of patients who come to the hospital,

as well as appropriate medication for their
health problems, all at no cost.

Annual number of free medical
consultations: The ERI report contains
calculations designed to prove that the
annual figure for free medical consultations
provided by Total’s doctors in the pipeline
area are not credible. We confirm the figure
of 81,000 consultations in 2007. This figure
includes consultations at Kanbauk Hospital
and in village clinics. It represents fewer
than 20 consultations per doctor per day,
since some are performed by village health
workers who have received special training.




Education Initiatives

We support 340 teachers in the pipeline
area. School enroliment has risen steadily
since 1997 and now stands at 9,000
children. Our support includes building and
renovating schools (44 schools built since
1997), establishing schooal libraries,
supplying teaching materials, providing
financial assistance to teachers, opening a
computer school in Kanbauk, and
introducing remedial courses for students
who are lagging.

But Total cannot be held responsible or
criticized for what is taught in the schools
of Myanmar as part of the standard national
curriculum.

In addition, we cannot appoint teachers

in public schools, anymore than in any other
country. Although all 25 villages covered
by the socio-economic program now have
primary schools, only certain villages have
middle schools. We could build middle
schools in villages that do not have
teachers, but it would serve no useful
purpose. The only effective action is to
convince the public authorities to approve
the opening of a new middle school and
assign teachers to it. Total has been able
to do this in some cases, for instance in
Ohnbinkwin.

The ERI report also criticizes the lack of
quantitative assessments of the outcomes
of Total’s education program. In 2008, 50%
of the students at the Total-supported
remedial school who took the secondary
school graduation examination, passed it.
The national average is 20%.

Micro-Credit Initiatives

The micro-credit lending program covers
25 villages, not 21. Nearly 1,200 loans are
currently outstanding. Assuming that the
average household in the pipeline area
comprises five people, that means that
6,000 people benefit from the program.

An NGO specialized in micro-finance,
Entrepreneurs du Monde, helped to set up
the program, define the lending policy,
establish procedures and train personnel

in Myanmar. It makes three field visits a year
to ensure that the program is operating as
it should.

Nearly all of ERI’s claims concerning
the program are inaccurate:

e | oans are made available every three
months, not every three years.

e The loan term varies from three to
12 months, depending on the type of
business financed; it is not set at six
months.

e Anyone who has repaid a loan can
borrow again the next time loans are
made available; they do not have to wait
three years.

® The loan officers regularly visit borrowers
to verify that they have used the money
for its stated purpose. This is designed to
ensure that people do not borrow money
and then lend it to others at a higher
interest rate.

e oans can be as much as US$500.
However, first-time loans are smaller,
to avoid creating repayment problems for
the borrower.

ERI’s claim that loans are granted to “only
those who look like they can pay back the
money” is tendentious. As of July 31, 2009,
67% of borrowers were poor, according to
a classification based on criteria established
with Entrepreneurs du Monde, taking into
account such factors as housing, existing
debt and whether or not they owned land.

Lastly, contrary to what ERI claims, the
Micro-Credit Department launched a village
savings program in August 2009. More than
500 villagers have already joined it.



How the Yadana Project
Revenues Are Used

With regard to ERI’s calculation of the
Myanmar government’s revenues, Total
would like to specify that, according to
the IMF, natural gas exports accounted
for 40% of the country’s total exports

in fiscal 2007-2008, not 70% as ERI
writes on page 43. Yadana accounts
for roughly half of Myanmar’s gas
exports in terms of value, or 20% of the
country’s total exports; the other half
comes from the Yetagun field, operated
by Malaysia’s Petronas.

Countries own their natural resources.
Under the terms of the applicable
production sharing contract, the
government grants companies a share
of the profit from the production
operated by the consortium.

The government also receives income
and other taxes from the consortium.

As a foreign company, we have no say
on the state budget, although we hope
that the revenue will benefit the people
of Myanmar as effectively as possible.

The two Singapore-based banks
mentioned in the ERI report have
formally denied the allegations made
against them.

10

Agricultural and Veterinary
Program

The agricultural and veterinary program

comprises seven main initiatives, not two,

as claimed by ERI:

® Improving farming practices.

¢ Facilitating access to efficient agricultural
inputs.

¢ Providing technical and marketing advice.

¢ Delivering veterinary services.

e Supporting agricultural and veterinary
development.

e Strengthening capabilities and developing
competencies.

¢ Improving local breeds.

The program is designed to promote food
security and develop income-generating
activities. Operations are headed by a team
of four veterinarians and three
agriculturalists, who have introduced

a methodology balancing commercial
production and traditional farming.

The veterinarians do more than just ensure
animal health through vaccinations, training
and disease prevention. They also provide
technical and accounting advice to farmers.

Formerly managed by the veterinary team,
the supply of animal feed was transferred to
local companies in late 2005 to ensure the
long-term future of the project, despite what
is claimed in the ERI report on page 58,
paragraph 1.

Of the two model pig farms initially set up,
the one in Michaunglaung ceased
operations in 2006 following serious
flooding. The other pig farm, in Kanbauk,
operates satisfactorily: in 2008, 487 piglets
were sold at subsidized prices to enable
villagers to begin pig farming. That same
year, another 110 piglets were sold to an
international NGO to start up a similar
operation in the Irrawaddy Delta,
demonstrating that specialists recognize the
quality and benefits of the program.

Veterinarians are paid over US$1,000

a month and agriculturalists, around
US$700. Depending on their job, workers
at the pig farm are paid between US$90
and US$120 a month (not US$45 as
reported by ERI), which is far higher than
the average salary in Myanmar.

Lastly, although private entrepreneurs who
decide to breed chickens or pigs
sometimes lose money, it should be
remembered that Total does not set market
prices. All that we can do as part of the
socio-economic program is to help villagers
who want to breed animals do it correctly
from a technical standpoint.



Response to

ERI’s Recommendations

We note with interest that ERI says it is not
advocating for Total or our partner Unocal
(Chevron) to withdraw from the country
(page 74).

We would like to make the following
comments with regard to the ERI
recommendations:

1. Financial transparency
We promote financial transparency in our
operations worldwide, as our active
participation in the Extractive Industries
Transparency Initiative (EITI)
demonstrates. Under the terms of our
production sharing contract, the
government of Myanmar receives its
share of the profit from the sale of the
natural gas, as well as income and other
taxes paid by each consortium member.
Total’s interest in the contract generated
US$254 million for the state in 2008.

2. Broadening our sphere
of activities
We are fully engaged in our sphere of
activities. Our operations and socio-
economic programs are conducted in
a pipeline area comprising 25 villages.
Constant vigilance is maintained to
ensure human rights are upheld in this
area. The socio-economic program’s
scope has been extended twice, with
the addition of new villages in 2001 and
2005. It will always be circumscribed by
constraints of accessibility and distance.
Other programs supported by us benefit
the country as a whole and include
partnerships with Helen Keller
International to prevent blindness and
the International Union Against
Tuberculosis and Lung Disease to tackle
HIV/AIDS, as well as funding for
orphanages.

3. Demiilitarizing the pipeline area

Countries have a sovereign right to
determine the military presence in any
given area of their territory. There is
ample evidence that the military presence
in the Yadana pipeline area is no higher
than elsewhere in Myanmar.

Our own teams are responsible for the
security of Yadana employees and
assets. It is unrealistic to expect Total

to be able to obtain the cessation of the
Army presence in the Yadana pipeline
area, which would make it the only
demilitarized area in the country.

. ILO statements

International Labour Organization (ILO)
representatives in Myanmar have made
the following statements concerning the
Yadana operation:

¢ A statement made by the ILO
representative in Myanmar in 2003 after
visiting the pipeline region: “I have seen
no evidence of forced labor which would
benefit TotalFinaElf.”

e A written response by Steve Marshall,
the current ILO representative in
Myanmar, in 2009 to a question from
journalist Rajeshree Sisodia, quoted by
ERI, about whether he could confirm that
forced labor had been eradicated in the
Yadana pipeline region. His unabridged
response was: “The situation is that

it would be wrong to suggest that the
use of forced labor in any particular area
of the country has ceased. Forced labor
continues to be used throughout the
country by both the civil and military
authorities. It would be fair to say that

in some areas the awareness of the laws
prohibiting forced labor is higher than

in other areas and thus the incidence

of forced labor is correspondingly lower.

| suggest that the Yadana pipeline area
is such an area assisted by the presence
of Total, which as the result of past
experiences is very aware of forced labor
as in issue and works to ensure that

the issue does not arise as a problem for
them again.”

. Directing complaints to the ILO

Our presence in the Yadana pipeline area
and the close communication between
Total and villagers does not make it more
difficult for villagers to direct complaints
of forced labor to the ILO. However, to
our knowledge, our vigilance means that
the area is largely exempt from this
practice, as would seem to indicate the
lack of formal complaints received by the
ILO concerning this region.
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