A DivestWMPF Report

THE FOSSIL FUEL FIVE
Can West Midlands Pension Fund trust the
majors to stop climate breakdown?

Since the IPCC’s report into the global effects of 1.5°C of
warming, calls have increased for local government pension
funds to divest from fossil fuel investments and invest in
clean energy. However, the fossil fuel industry is investing
billions of dollars in renewables, so is divestment the right
choice, or are WMPF funding climate breakdown? This
report looks specifically at the five fossil fuel majors in which
WMPF invests and asks: are they leading the energy
transition?

By Ed Porteous and the DivestWMPF team
December 2018

WMPF Fossil Fuel Majors

December 2018

Table of Contents
Executive Summary

3

Introduction

4

ExxonMobil

7

Shell

10

BP

13

Total

14

BHP Billiton

15

Conclusion

16

Appendix and Notes

17

Divest WMPF

2

WMPF Fossil Fuel Majors

December 2018

Executive Summary
WMPF invests about £200 million in five fossil fuel majors. These companies present
themselves as environmentally responsible. However this report shows that:
• They are not investing suﬃciently in renewables (less than 3%);
• They haven’t changed their business models and are still producing fossil fuels, even
increasing the rate at which they do so;
• They are preventing progress in tackling climate breakdown by funding climate denial
and obstruction from the 1970s through to the present.
• They are risky investments because:
• There is a high likelihood of stranded assets - resources which cannot be extracted if
governments enforce the Paris Agreement climate goals;
• Based on the experience of the tobacco industry, there is potential for incredibly
costly future litigation against fossil fuel companies.
• WMPF should divest from these companies and reinvest elsewhere because:
• It is morally wrong to invest in these fossil fuel companies which have caused and
are continuing to cause so much damage to the living planet;
• Shareholder engagement has not proved to be an eﬀective strategy for changing
their core business models away from fossil fuels;
• There is an opportunity to create positive change if investments are shifted to local,
low carbon, environmentally progressive companies and regeneration projects.

£204Million
WMPF Pension fund money
in fossil fuel majors (2017)
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Introduction
A report in 2017 found that WMPF invests £204 million in Shell, BP, ExxonMobil, Total, and BHP
Billiton. All of these companies have investments in either renewables or fund research on low
carbon technologies. However, the expenditure is a very small part of their business. Their
combined renewables spending is under 3% of their £68 billion annual capital expenditure. And
their renewable generation capacity is 0.6% of the global total. Shifting their business model to
renewables would have real benefits to the planet, since burning the products from these five
companies alone is responsible for 5.7% of the total global CO2 emissions from their 14 million
barrels per day of production.

“You need to
invest in what
helps and
divest from
what harms.”

All of the WMPF majors claim to support the goal of the Paris
Agreement which is to limit warming to “well below 2°C”, but their
ambitions are for 2°C, not 1.5°C, a diﬀerence which the IPCC tells
us will aﬀect millions of people and which risks crossing tipping
points. Even their stated 2°C ambitions have been criticised as
inadequate, lacking specific targets and plans to reduce the
emissions of their products. The Shell CEO at the 2017 AGM
described the Paris goal as in the “realm of the fantastic”. At their
- BARACK OBAMA
recent AGMs, Shell and BP have both reconfirmed their
commitment to oil and gas.

Once-a-century rains that have pounded the Indian state of Kerala and displaced 1.3 million people are in line
with the predictions of climate scientists, who warn that worse is to come if global warming continues
unabated.
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Engagement Failure
In the 2018 Shell AGM, a group of shareholders proposed a special resolution committing the
company to set targets to reduce emissions in line with the Paris goal of well below 2°C. The
company board recommended against the resolution, and it was defeated by 95% of votes. This
repeats a pattern seen in AGM after AGM, where institutional investors vote down climate
resolutions. The worst oﬀender is Blackrock, which manages one of the WMPF funds.

Overspending on Fossil Fuel Projects
To keep keep warming under 1.75 °C, the WMPF majors need to dramatically cut their capital
expenditure in fossil fuels. However there is a huge gap between their stated ambitions and
actual capital expenditure by these majors; up to 50% in the case of ExxonMobil. Together the
five majors are spending an excess of £24 billion, a huge stranded asset risk for WMPF if
governments legislate to achieve the Paris goal of “well below 2 degrees”.

Capital Expenditure within 1.75 °C

Excess to keep below 1.75°C

20

£ Billion

15

10

5

0

Shell

BP

ExxonMobil

Total

BHP Billiton

There is a huge gap between the stated ambitions of the majors to limit warming compared with the actual
amount they are spending on new infrastructure.
source: 2degreeseparation.com
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They Knew - but they Funded Climate Denial
In 2015 we learnt from InsideClimate News how Exxon “conducted cutting-edge climate
research decades ago and then, without revealing all that it had learned,
worked at the forefront of climate denial, manufacturing doubt about
the scientific consensus that its own scientists had confirmed.” Shell
understood the dangers of climate change and in 1991 made a
public information film that warned of extreme weather, floods,
famines and climate refugees as fossil fuel burning warmed the
Spent by Exxon on
world. Yet in 2018, Shell, BP and ExxonMobil still continue to
obstructive climate
fund organisations that mislead the public about climate science
and block climate policy. It is morally wrong for WMPF to fund
lobbying (2015)
companies which have engaged in such ethically reprehensible
behaviour. It shows that these companies cannot be trusted. But
purely from a financial perspective, if any of the current climate change
lawsuits are successful, the majors could be liable for $ billions of damages.

£19Million

Climate Justice
Climate change will disproportionately aﬀect the poor. As Wikipedia puts it “A fundamental
proposition of climate justice is that those who are least responsible for climate change suﬀer its
gravest consequences.” Climate change causes refugees:
Disasters: climate induced
events like hurricanes
displace millions in search of
safety.

Rising Seas: as seas
continue to rise, people
are left with no choice but
to move inland.

Loss of Livelihoods:
Changes brought on by
deforestation, overgrazing
and drought destroy crops
and kill livestock - farmers
and their families are forced
to move to find new work.

While the world burns, the core of the the five majors’ business models remains unchanged,
generating a combined revenue of nearly £800 billion per year.
Engagement hasn’t worked. It is now time for WMPF to divest from fossil fuels. The West
Midlands is leading on green technologies; now is the time to move the £204 million out of
international fossil fuel projects and invest in local job-creating green businesses and local
regeneration projects.
This report will now look at the fossil fuel major's climate claims versus their actions, with in
depth focus on Exxon Mobile and Shell.
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ExxonMobil
• Exxon are spending a relatively small amount on long-term biofuel research.
• Unlike other majors, they are not investing in renewables.
• The company is actually increasing oil production every year to 2025.
• Exxon knew about climate change in the 1970s, keeping their findings secret and funding
climate denial.

Climate Claims
The company position is that it is concerned
with “how to provide the world with the
energy it needs while reducing greenhouse
gas emissions… ExxonMobil is taking action
by reducing greenhouse gas emissions in its
operations, helping consumers reduce their
emissions, supporting research that leads to
technology breakthroughs and participating
in constructive dialogue on policy options…”.
It is interesting to note what ExxonMobil is
not planning to do, which is reduce the rate
of fossil fuel production over the coming
decades.
In its Energy and Carbon Summary document,
Exxon doesn’t expect the energy mix to change
ExxonMobil lay out their own pathway to limit
significantly by 2040.
warming to 2°C. As the adjacent chart from
ExxonMobil shows, their projections expect
Source: ExxonMobil Energy and Carbon Summary
overall fossil fuels production changing very
little by 2040. Indeed, they expect demand for
oil to fall by only 10% from 2010 levels. This projection is most similar to the highest risk
pathway envisioned by the IPCC, requiring an unprecedented roll-out of Carbon Capture and
Storage technologies (currently only about one new project is built globally per year), and biofuel
technologies still in the research lab. Added to which, 2°C is simply not a safe goal. The Paris
Agreement calls for significantly less than 2°C to avoid catastrophic damage to ecosystems and
livelihoods.

Climate Action
ExxonMobil invested some of its R&D budget in biofuels with a £390 million joint venture with
Synthetic Genomics to genetically engineer photosynthetic algae to produce renewable crude
from sunlight and carbon dioxide. This is a welcome but speculative investment. It is also the
Divest WMPF
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subject of a well-funded advertising
campaign.
The company spends £780 million
annually on “low carbon” R&D, 0.4% of
its total revenue, much of which is
focussed on strengthening its core
business of fossil fuel production and
improving eﬃciency. It has taken the
welcome step of setting targets for
reducing methane leaks and flaring from
its operations.
Exxon is a member of the industry body
promoting action on climate change, the
Climate Leadership Council. It will lobby
for a carbon tax starting at $40 per tonne
of carbon dioxide emissions and then rise
(the global social cost of carbon is $417
per tonne). This is a way of the company
taking control of the climate policy
agenda on its own terms, before
governments start to legislate. Reading
the small print, it also expects to be
shielded from climate litigation. Furthermore,
under its plan, none of the tax money raised
would go back into funding the transition to
clean technologies and climate transition.

Scientists tell us that we urgently need to stop burning CO2

Climate Destruction
Unlike the other oil and gas majors, ExxonMobil is not investing in renewables. Instead, the
company announced in March 2018 that it was ‘stepping on the gas’ and plans to increase oil
production by 3% every year to 2025 despite being flat for the past 10 years. Following this
announcement, the market marked the shares down. Increasing production and capital
investment in new fossil fuel infrastructure at a time when the IPCC gives a target of 12 years to
limit climate change catastrophe is grossly irresponsible.

Climate Research and Climate Denial
In 2016, InsideClimate News released a breathtaking series of Pulizer Prize nominated reports.
They revealed that Exxon scientists told management about climate change in 1978. Throughout
the 1980’s the company carried out significant internal research and met with other fossil fuel
companies including Shell in which they appeared to acknowledge the dangers posed by
carbon dioxide emissions. In 1982, Exxon management were warned of “potentially catastrophic
events” if fossil fuel use were not reduced. In 1989 Exxon together with other fossil fuel
Divest WMPF

8

WMPF Fossil Fuel Majors

December 2018

companies set up an organisation to oppose climate legislation and seed misunderstanding
about the science. This was the start of decades of funding climate denial, misleading
politicians, the public and its investors about climate science. It was very active in blocking
climate policy, persuading the Bush administration to pull out of the Kyoto Protocol. Despite
claiming to have stopped funding climate deniers, last year ExxonMobil declared paying £1.2
million to 11 think tanks and lobby groups that reject established climate science. Finding out
the actual amounts spent is not possible, but InfluenceMap have conducted a detailed study of
ExxonMobil’s 2015 climate obstruction spending, estimating it at a total of £19 million.
Exxon’s activities funding climate denial and blocking policy have been an enormous contributor
to the catastrophic situation in which we find ourselves. The international community now only
has 12 years to limit climate change according to the IPCC, who have consistently
underestimated the rapid pace of climate change. Had Exxon acted upon its leading climate
science research in the 1970’s and promoted low carbon solutions, there would not be such a
colossal task ahead to decarbonise the world. ExxonMobil faces numerous lawsuits. If any of
these are successful, it could face crippling damage payments. By comparison, the tobacco
industry is paying a $206 billion settlement for illnesses caused by smoking.

Why should WMPF divest from ExxonMobil?
ExxonMobil is a risky and unethical investment. By continuing to pump investment into ever
more fossil fuel production at a time when governments are trying to limit emissions, ExxonMobil
may well end up at the wrong side of history.

About Divestment
As described in the excellent Fossil Fuel Divestment: A Briefing for Councillors, divestment aims
to morally and politically bankrupt the fossil fuel industry. It has proven to be a powerful tool in
movements past; an international divestment campaign helped bring down the South African
apartheid government. By divesting, we can break the hold of the fossil fuel industry over our
political system, show our desire for, and create the space for action on climate change. The
case for divestment:
Ethical
By investing in fossil fuels extraction,
local government is profiting from
climate change. As a public body, local
government has a responsibility to work
for the public good; it shouldn’t be
financially and politically supporting the
most destructive industry on the planet.

Divest WMPF

Financial
Any action by governments to limit
emissions will leave fossil fuel reserves as
stranded in a “carbon bubble” - assets
which can’t be used. As the Bank of
England Governor Mark Carney pointed
out, 80% of the world’s proven reserves of
oil, gas and coal will become unburnable.
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Shell
• Claims to fully support Paris Agreement.
• Has an “ambition” to reduce emissions but has fought shareholder attempts to hold it to
targets.
• Knew about catastrophic climate change in the 1980s; responded by funding climate denial.
• Spends only 4.2% of capital expenditure on renewables.

Climate Claims
Shell claims to “fully support the Paris Agreement” and have “set a long-term ambition to reduce
the net carbon footprint of our energy products”. The company says “We all need to work
together to achieve the ambitions set in the Paris Agreement.” The company’s position is that
government should provide incentives for a “range of solutions that include oil, gas and
renewables”. The company sees a need for carbon pricing, energy eﬃciency, reducing and
oﬀsetting CO2, carbon capture and storage (CCS), removal of fossil fuel subsidies, and financial
incentives for low carbon technologies. The company points to its long history of “collaborating
to build international policy” on carbon trading. The company believes that the energy mix
should shift from coal to gas, which produces less carbon. As ShareAction points out, missing
from this is the need for Shell to reduce capital expenditure in new fossil fuel exploration and
production.
In 2017, Share Action reported that the Shell CEO claimed that achieving less than 2°C was “in
the realm of the fantastic,” and that it is planning for success in a 3°C world. Shell is trying to
position itself as a passive observer, that climate change is “too big a problem” for one company
to deal with. However, as one study claims that Shell is responsible for 2.12% of historical
emissions, so it has a huge part to play in turning around emissions.
Shell has published its own scenarios for how it sees the world tackling climate change, and it
expects continued rises of fossil fuel in the short term followed by negative emissions achieved
by the currently non-existent BECCS technology. The scenarios have been criticised as
incredibly optimistic and risky. Instead, government and industry should be aggressively
deploying renewables, radically improving eﬃciency and electrifying everything at an
unprecedented rate.

Climate Action
Shell invests more than any of the other WMPF fossil fuel companies in renewables, however
this is just 4.2% of its total capital expenditure budget of £18.7 billion dollars. It has an
estimated active or in development global renewable energy generation capacity of 940 MW,
equivalent to a single typical UK gas power station.

Divest WMPF
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It has spent an average of £143 million annually
over the last six years in research and
development of low carbon technologies. This is
0.06% of their annual total revenue of £238 billion.
Some of these are very positive initiatives, such as
Carbon Capture and Storage, which the IPCC tell
us is necessary to reduce overall emissions in the
short term. However, Shell is not investing nearly
enough, and greater commitment is required - in
the Peterhead, UK, Shell pulled out of a CCS project in 2015 after the UK
government removed the funding.
Despite attempts to reposition itself as an energy company, Shell is still
very much an oil and gas company.

In 1991 Shell made a
film which accurately
predicted temperature
and sea level rises
caused by the burning
of its products

Climate Destruction
Shell spends £18.7 billion on capital expenditure each year. According to
Carbon Tracker, between 30% and 40% of this capital expenditure is not
compatible with keeping warming under 1.75°C. This is around £6.5 billion
of new infrastructure every year which will produce oil and gas that when
burnt, will warm the planet beyond safe limits.
Shell’s attitude to climate change, claiming to be a responsible corporate
citizen while simultaneously investing in excess infrastructure and underinvesting in renewables, is grossly irresponsible. To safely limit
catastrophic climate change, the company needs to shift radically to a
post-fossil fuel future.

Climate Denial
There is significant evidence that Shell fully understood the dangers of catastrophic climate
change decades ago:
• Between 1979 and 1983 the American Petroleum Institute including senior people from Shell
ran a task force to monitor and share climate research.
• In 1989, Shell reportedly announced that it was redesigning a $3 billion natural gas platform in
the North Sea because of rising sea levels due to global warming. Not only did it understand
climate change, the company saw the need to spend huge sums to mitigate its eﬀects in on
its own operations.
• In 1991, the company made a recently uncovered film which warned of climate change ‘at rate
faster than at any time since end of the ice age’, with remarkably accurate predictions for
temperature and sea level rises. Shell was one of the first major oil companies to accept the
reality and dangers of climate change.
Divest WMPF
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• 30 years of Shell confidential documents show that the company had a very good
understanding of climate change. As the Guardian describes, “despite this early and cleareyed view of the risks of global warming, Shell invested many billions of dollars in highly
polluting tar sand operations and on exploration in the Arctic. It also cited fracking as a ‘future
opportunity’ in 2016, despite its own 1998 data showing exploitation of unconventional oil and
gas was incompatible with climate goals.”
Instead of using its early knowledge and position to raise the alarm, Shell for years funded
climate denier groups, most notably Global Climate Coalition until 1998 and the far-right
American Legislative Exchange Council (ALEC) which it quit only in 2015.
Shell has recently lobbied successfully to undermine European renewable energy targets to
promote gas and is estimated to have spent £17 million in 2015 lobbying against climate
policies.

Why should WMPF divest from Shell?
The picture of Shell as a global renewables leader is a long way from reality. The sad fact is that
the company could have used its knowledge of large scale oﬀshore projects to build huge
oﬀshore wind farms. Instead, with the full understanding of the damage it would do, between
1988 and 2015 it produced 1.7% of total global CO2 emissions, funded climate denial, and
continues to spend millions lobbying for gas and over-investing in fossil fuels.
As such, it is now time for WMPF to divest from Shell and invest in the Midlands companies
which are genuinely leading the clean technology revolution.

Divest WMPF
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BP
In common with all of the fossil fuel majors, BP has acknowledged the need to combat climate
change. In April 2018 the company published its latest climate change strategy. BP announced
that it will be cutting the carbon of its own emissions. However, this has been criticised as
‘greenwash’ because the operational emissions is a small portion of the carbon produced by the
burning of its products.
The story of BP over the decades since the 80s is of a company swinging between clean
technologies and back to fossil fuels. It has missed multiple opportunities to reinvent itself and
become a clean energy leader.
The Guardian reported that BP invested
billions of pounds in clean and low-carbon
energy in the 80s and 90s but later
abandoned meaningful eﬀorts to move
away from fossil fuels and locked away the
research.
In 2000, the company tried to rebrand
itself as ‘Beyond Petroleum’ and was the
first fossil fuel major to start investing in
renewables. However, since 2005, it has
actually reduced its renewables
investment.

Fossil Fuels

Renewables

14
10.5

7
3.5

0

BP Annual Capital Expenditure (£ billion)

Today despite speaking publicly about the
need to tackle climate change, BP only invests 2.8% of its £14 billion on
renewables. Its global renewable generation capacity is about 3.4 GW,
equivalent to three or four conventional gas power stations.

BP is committed to
fossil fuel investment

BP’s commitment to fossil fuels remains strong, and it has worked hard to
ensure that the energy users are locked into fossil fuels for decades to
come. In the 2018 US elections, the oil and gas industry dumped a record
£38 million to crush green measures,
with BP spending about £8 million.

£8million

BP anti-climate
lobbying 2018
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It is also firmly committed to unpopular
fracking for shale gas, investing £780
million buying US shale assets from the
mining company BHP Billiton.
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Total
Total has publicly said that it supports action on Climate Change, but in common with other
majors, it believes the immediate future requires more investment in gas. Total does invest in
renewables, making up about 3% of its total capital expenditure and giving it a generation
capacity of 2.3GW, equivalent to about 2 UK gas power stations.
The company is aggressively pushing for oil exploration in Brazil’s Foz do Amazonas basin,
which geologists estimate could contain up to 14 billion barrels of oil, or more than the entire
proven reserves in the Gulf of Mexico.
Brazil’s environmental agency rejected the company’s bid four times, as coral reefs were
discovered near the exploration area. With the new administration in Brazil publicly supporting
fossil fuels, there is a real danger that this license will be granted, leading to huge environmental
damage.

Extreme weather caused by climate breakdown is shrinking the habitable space on the planet
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BHP Billiton
BHP Billiton is a large Anglo-Australian mining
company which produces coal, the highestcarbon intensity fossil fuel. In common with
other fossil fuel majors, it acknowledges the
need for action on Climate Change, and has
responded by cutting the carbon emissions of
its own mining operations. However this is a
fraction (10%) of the emissions produced by the
burning of its coal by customers. Its position
statement for climate change contains no
targets, no evidence of planning for reducing
emissions of its products.
BHP has no renewables investment. Indeed, it
sees its future as continuing to mine coal, relying
on carbon capture technology. Most (65%) of
the coal it produces is used to make steel, which
could with improvements in technology be
powered by hydrogen.
BHP has itself warned of the risk of stranded
assets which it says “negatively impact our
financial condition and results”. With coal requiring the deepest cuts of all
types of fossil fuels, and even the Bank of England governor Mark Carney
warning about the risk of stranded assets, WMPF is exposed to a
significant risk that governments may decide to restrict use of coal. This
would leave millions of pounds tied up in assets which must stay in the
ground. Perhaps this is a reason that mining competitor Rio Tinto has
already divested from coal

BHP coal emissions
are 18 times the
amount used by the
West Midlands region

In addition to its commitment to coal, it bears mentioning that BHP has a
terrible environmental and safety record. In 2015 a BHP dam in Brazil
failed, killing 19 people and polluting
the water supply for hundreds of
thousands of people. Documents
show that the company knew about
the risks but took no action.

1200

Planned new coal power
stations worldwide
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world needs to reduce coal used to
produce electricity to 0% by 2050, it
is crucial that WMPF urgently divests
from companies which produce coal.
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Conclusion
The IPCC report released in October 2018 was a wake-up call on the critical importance of
keeping the global temperature to 1.5°C. As WMO Secretary-General Professor Petteri Taalas
says, “The global average temperature is already more than 1°C higher than the pre-industrial
era. Arctic sea ice is shrinking and sea level rise is accelerating. We are suﬀering more extreme
weather. Every fraction of a degree in temperature rise makes a diﬀerence,”.
Yet, local governments including in the West Midlands are
still investing in fossil companies which are not committed
to 1.5°C; which are spending billions more than they should
be on new drilling rigs, mines, and infrastructure.

“The collapse of our
civilisations and the
extinction of much
of the natural world
is on the horizon”

These same companies accurately predicted climate
change and spent decades spreading misinformation to
make huge profits at the expense of habitable conditions
on the planet. And still they continue to lobby for increased - SIR DAVID ATTENBOROUGH
fossil fuel production.

Instead, WMPF could move from dirty oil, coal and gas and invest in, for example, UK oﬀshore
wind farms. Or it could follow the example set by Lancashire’s pension fund which has
earmarked £100 million towards a local regeneration scheme.
Continuing to invest in fossil fuel companies puts pensioner’s savings, long term health and their
security at risk. By investing in these companies, the West Midlands sends out a message of not
caring for the future generation and the habitability of the planet. The industrial revolution started
in the West Midlands. It is now time for it to show leadership and join the over 1000 institutions
which have committed to fossil fuel divestment.

WMPF could move fossil fuel investments into renewables or local regeneration schemes
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Appendix and Notes
WMPF also invests in Rio Tinto who have now divested from coal; and several downstream
chemical companies. These investments are not considered by this report.
The focus on the divestment movement is the companies extracting fossil fuels - not for
example on the electricity producers who buy fossil fuels on the open market, or other
downstream users.

Photo credits
Dry soil Dan Gold https://unsplash.com/photos/H0Jp8pX-0zw
Coil mine, East Kalimantan, Indonesia Dominik Vanyi https://unsplash.com/photos/
HcH7SgS4Ud0
India flood relief workers Mithila Student Union https://commons.wikimedia.org/wiki/
File:MSU_Senani_carrying_relief_item_for_flood_victims_2017.jpg
Barrow oﬀshore wind turbines Andy Dingley https://en.wikipedia.org/wiki/
File:Barrow_Oﬀshore_wind_turbines_NR.jpg
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This report was prepared by DivestWMPF, a West Midlands
volunteer group campaigning for the West Midlands Pension
Fund to divest from fossil fuels.
DivestWMPF can be contacted:
• Facebook - facebook.com/DivestWMPF
• Website - divestwmpf.org
• Twitter - @DivestWMPF
• Email - divestwmpf@gmail.com
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