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A critic of the oil industry, referring to increased theft from
pipelines and the consequent environmental damage
commented, “You notice when the pressure drops.” While
pressure on Shell has dropped in relation to Nigeria, the
underlying issues persist. Shareholders need to remain
informed and willing to engage in constructive dialogue.



Preamble

Shell’s activities in the Niger Delta have, over the years, been a subject for concern
amongst certain shareholders. In 1994 the Ecumenical Council for Corporate
Responsibility [ECCR] began a dialogue with Shell about the company’s activities and
their impact on the Niger Delta. After three years it appeared that dialogue had brought
little change for the people of the Delta and so in May 1997 ECCR was instrumental in
bringing a shareholder resolution to Shell Transport and Trading’s AGM. The resolution
referred to the environment, human rights and relationships with local communities, with
particular reference to Nigeria.

The impact of public concern was acknowledged by the company and their policies were
reviewed, resulting in a willingness among critical shareholders to wait for change to
become visible. In November 2001, a three-person delegation from ECCR visited the Delta
region of Nigeria in order to assess whether any change was visible.

This report outlines the background to the visit and indicates concerns in a number of areas
including dealing with the past, land remediation, asset integrity, response to spills, the
compensation system, the community programme, employment, communication, security
issues and corruption. Suggestions are made to assist future progress.

It is clear that in Nigeria the development of political and community capacities have a
pre-eminent part to play in improving the way the oil industry operates. However, the
purpose of ECCR’s visit to Nigeria was to check the progress Shell Petroleum
Development Corporation (SPDC) has made in relation to the issues covered by the
shareholder resolution in 1997. Consequently the suggestions below are focused on Shell.

Appendices provide details of the shareholder resolution, the delegation’s itinerary,
comments on site visits, extracts from community reports, and the brief address presented
to Dr. Peter Odili, Executive Governor, Rivers State.

In line with ECCR’s normal practice this report has been shared with the company and
their formal written response printed as part of the document. In some instances additional
information, provided by the company, has been included as footnotes. ECCR appreciates
the dialogue it has had with the company to date and looks forward to continuing to discuss
some of the issues that this report raises.
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Suggestions for future development

SPDC must not be tempted to look to the future without dealing with the past, not only in
terms of human relationship, but also in terms of environmental damage. Remediation of
sites and the maintenance and upgrading of infrastructure must be a priority.

This priority [2.1] necessitates the Production Division having the highest level of technical
competence, interpersonal skills, commitment and resources. Skill gaps, openness to new
techniques and control of contracts are continuing issues.

There needs to be greater sensitivity to all channels of communication including the impact
of language and of non-verbal messages. Sensitive communication is a key indicator of the
level of respect between people and groups.

There needs to be greater clarity and transparency of role for Community Liaison Officers
and Asset Managers such that external parties know who to contact should the need arise.

Transparency of security arrangements is essential. Company policies and guidelines
should be published. The relationship between state security forces and the company
should be transparent, for both normal procedures and for specific incidents.

Greater control and supervision needs to be exercised over all contracts. Contracts for
community projects should be dealt with, with as much seriousness and commitment as
engineering work. Objectives should be defined and success in achieving them assessed.

The ability to respond in a timely manner to environmental incidents of any magnitude
with the right technology and in concert with the appropriate levels of government needs to
be strengthened. New incidents need a rapid and effective response. The system whereby
information about incidents involving SPDC facilities reaches SPDC management should
be continually reviewed. Board level responsibility for handling incidents needs to be clear.

Along with government, judicial structures and communities the oil industry needs to
reassess the whole system of compensation to reduce conflict and to increase fair
treatment.

The community programme should consider giving particular support to economic
development projects, which can enhance community stability and wellbeing.

Internal monitoring of SPDC’s employment of people from the Delta region and use of
Delta-based contractors should include gross numbers, function and seniority and positive
action taken as necessary to ensure a sense of equity in employment. The extent to which
this information can helpfully be made public should be subject to periodic review.

The role of the senior management is key in setting the culture of any organisation. Given
the importance of history for SPDC’s operations it is essential that corporate memory is not
lost through staff changes.




Introduction

The Ecumenical Council for Corporate Responsibility is a British, church-based
organisation working on issues of corporate responsibility in major companies and in the
churches. In 1994 the Oxford group of ECCR began working on the impact of Shell on the
communities and environment of the Niger Delta. The group networked widely with
environmentalists, Delta-based community groups, human rights specialists, academics and
church bodies.

After some initially positive meetings with the company an assessment in 1996 indicated
that nothing had changed for the people of the Niger Delta. It was decided that a
shareholder resolution should be brought to the 1997 AGM. This was achieved working in
coalition with others including Amnesty International, World Development Movement and
Pensions Investment Research Consultants, in order to gather the level of support needed
for the resolution to be added to the agenda. The resolution called for the company to put in
place management and monitoring policies in relation to environment, human rights and
local communities and for a report on these issues as they impact Nigeria. [See Appendix 1]

Approximately 10.5% of those voting supported the resolution and 6% abstained. These
were significant figures. The Board opposed the resolution, interpreting a call for external
monitoring as undermining the Board’s authority. However, the Board did accept the
general tenor of the resolution. The Statement of General Business Principles and the
Health Safety and Environment policy had been revised and shareholders were told that the
company was changing.

Changing a company takes time and there was a willingness to ‘wait and see’ while
continuing to engage the company on issues in Nigeria and elsewhere. In 2001 a number of
factors meant that it was right to visit Nigeria and check on progress. Four years is
sufficient time to expect change to be visible. The system within which the company
operates has been altered by the introduction of a new democratic government in
May 1999, and partner organisations were both ready and able to assist ECCR’s visit.

The purpose of the visit was to check the company’s progress on environment, human
rights and relations with local communities by meeting with the company and with a range
of people with other perspectives including government, environmentalists and
communities. By listening carefully to all, the ECCR delegation formed its own view.

A number of issues emerged during ECCR's visit and each is described in Sections 7 to 16
and illustrated from our various encounters.

The delegation represented the range of ECCR’s constituency:

Barbara Hayes Chair elect of ECCR and Chair of the Oxford group

Bill Seddon Investment Manager for the Central Finance Board of the
Methodist Church and ECCR Board member

Stella Boswell  Private shareholder, individual member of ECCR.
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Preparation & outline programme

Before departure existing contacts were asked for any updates and for support in arranging
the programme. Some of the delegation met with Ledum Mittee, President of the
Movement for the Survival of the Ogoni People [MOSOP]. Further contacts were
suggested by people with experience of Nigeria, although logistics and shortness of time
meant that not all these contacts could be followed up. Shell was asked to provide a
programme of presentations on a number of its activities and to arrange field visits to
specific areas. Shell also provided internal flights between Lagos and Port Harcourt.
Through the work of the St. Patrick’s Missionary Fathers in 1997/8, a number of
communities near Warri, in the Western Division, had sent ECCR reports about their
experience of the oil industry. One of these, Ojobo, now has a ‘Memorandum of
Understanding’ with Shell so was an obvious one to include in the itinerary. The full
programme is described in Appendix 2.

ECCR acknowledges the time and help given by many people within Shell, by neutral
observers and by those critical of the company, to facilitate our visit.

The operating environment

It is a truism that Nigeria is a difficult operating environment. Years of military rule; past
budget constraints; a new democracy still developing its own capacity; high levels of crime
and corruption; a sensitive physical and social environment; and the hangover from a
period when Shell’s image as a ‘competent company’ disguised short comings in its own
management systems, all contribute to the complexity. The social, political and
environmental impacts of the oil industry in Nigeria can hardly be overestimated. Shell
continues to operate in this environment presumably because it is profitable and in
shareholders’ long-term interests to do so. The company plans to increase production in
Nigeria considerably in coming years.

Among the people we met there were those who feel that Nigeria itself is making progress
and those who fear that a terrible collapse is on its way. One person found herself feeling
hopeful one day and fearful another. Both within Shell and within the communities we met,
key words were ‘frustration’ and ‘confused’. A woman at Ogbodo was confused,
disorientated by the disastrous effect of an oil spill on her life. A Shell employee was
frustrated by the passivity of some community members. In communities and in NGOs
there was the feeling that the apparent peace was false. At Umuechem, in Ogoni and
elsewhere we were reminded of Jeremiah 6:14 ‘they cry peace, peace but there is no
peace’.

The relationship between Shell and the Nigerian people is long-standing. There is a lot of
history to be dealt with and it would be naive to think that communities and individuals
who have suffered through the presence of oil will be quick to think well of the industry,
even if that suffering was unintended. We were aware of some impatience with the
slowness of the reconciliation process within the company but in human terms even a
decade is hardly sufficient for people to find new ways forward after the traumatic deaths
and abuses of the 1990s. In Britain at least, with our experience of Northern Ireland, we
should be sensitive to the difficulties of this process. There was also some ignorance of
past events among people comparatively new to Shell.
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We were told that in the 1990s the company had lost its way to some extent under the
pressure to respond to the immediate concerns of community protest and to oil spills. The
new business structure allows both a more strategic response and new business
development but the company cannot afford to gloss over the past.

Recent developments

The new business structure consists of three business directorates — New Business
[comprising Exploration, Gas and Planning], Development and Production [including
HSE]. These three business directorates are serviced by three other directorates - Human
Resources, Finance and External Relations [including Community Development].

We met with some enthusiastic, committed Shell staff particularly in relation to ISO 14001, land remediation,
elements of the Community Development Programme and new business developments. These people could

see some improvements and some were self-evident. At Benisede flow station staff were
enthusiastic about ISO 14001 accreditation and the difference it made to their work. Flying
to Forcardos we passed an unaccredited flow station and the difference in environmental
quality was marked.

Improved management systems in relation to environment, data collection and
anti-corruption measures have a positive impact.

People outside the company were less convinced that things had changed. Some saw small
changes, others none. One person felt that the level of spills may have worsened in 2001
because of the increase in organised crime. Inevitably the views of people, including Shell
staff, depend on their personal experience and their pre-existing attitudes. One critic of the
oil industry commented that although Shell is the biggest it is not necessarily the worst.
However, as the biggest, its impacts are the most far-ranging.

Production issues

SPDC is organised in three business directorates, with different cultures within the overall
Shell culture because of the different nature of their activities. They will have different
relationships with elements of government and with local communities and require
different qualities in their staff. Exploration and Development consist of focused,
time-limited, exciting pieces of work to be successfully passed on to others. Production, on
the other hand, is an ongoing, often, routine responsibility.

It is perhaps significant that, in the presentations we received, the input on asset integrity
was the most squeezed for time. It is exciting to highlight new initiatives but the basic
ongoing maintenance of infrastructure is key to limiting environmental damage and
safeguarding host communities. For example, the spill at Ogbodo was from a pipeline
where the company accepted that no ‘sabotage’ by the local community was involved.
Months later the damage had not been rectified. [See Appendix 3]

The work on land remediation carried out by Shell International was encouraging. Based
on worldwide best practice, the ‘land farming’ approach using local labour and contractors
with on-site supervision by SPDC brings land back into use, prevents further leaching and
provides training and temporary work. However, there is a great deal to do. At least 305
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sites, about a third of the Database, need work. 250 sites in ‘no-go’ areas and over 100 spill
sites in pipeline rights of way have still not been assessed. Eighty-seven sites have been
cleaned and work is ongoing in 15 fields. There are also new spills each year for which
clean-up is an ongoing issue for local communities.

Enabling the Production Division to see the value of remediation had taken time. Yet land
and water are key issues in communities dependent on farming and natural water sources.
Minimising the impact of spills must also be cost effective for the company.

While the other divisions have contact with local communities it is Production that has the
longest presence in an area. Where there is a substantial installation such as Forcardos
Terminal it appeared more possible for the relationship to be positive, although we did not
meet community members at the site. Large installations are among the first to get
ISO 14001 accreditation and a clearly identified Asset Manager means that community
leaders should know, or be able to find out, who they should go to if there are problems.
This was not our impression at Ogbodo, where an Asset Manager was not mentioned by
the community, only the Community Liaison Officer who only comes when there is a
problem.

Response to environmental incidents

The delegation visited four sites that had suffered major environmental incidents not
satisfactorily resolved. [See Appendix 3]

It is difficult, on a brief visit, to get a complete picture of specific events when there has
been a spill. Local people are rightly angry that they are suffering the negative impact of oil
and, as in other communities, not everybody knows everything about an incident. It takes
time to piece things together. We were told by Shell staff that the normal practice is for oil
spills to be inspected and classified by joint teams that include community representatives.
It is important for SPDC to consider carefully the appropriate public announcements of
cause prior to this process being complete. We were told by an NGO that at Yorla an
announcement of cause was given prior to joint inspection, although the company denies
this.

Identifying the cause of a spill is significant because only spills caused by operations or by
systems failure attract compensation. Spills caused by interference, whether criminal or as
a protest, attract no compensation even for affected third parties. This leads to the
perception that it is in the company’s interest to claim ‘sabotage’ although the company
receives a fixed percentage so its profits are not affected by compensation claims. There is
also some scepticism in the company in relation to community compensation claims based
on corrosion. This polarisation of interest is unhelpful, adding to distrust and tension.

The possible interruption of the flow of oil, either temporarily or permanently, may
influence the response to an incident. [See reference to Simi in Appendix 3]

There is an issue relating to the company’s ability to respond to spills. In the past ECCR
has been told that a number of attempts have been made to clean up the Ebubu site but that
the extent and depth of the spill, involving a crust feet thick with oil pools underneath,
needs ongoing work. SPDC’s 2000 People and Environment Report refers to being unable
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to gain access for clean-up. On our visit we were told by community representatives that
Shell does not have the technology to deal with the spill and that another company,
Spill Responders Nigeria, a subsidiary of Safewater Environmental Technology, had
processed a sample to prove they had the capacity to clean the site. The test results had
been sent to a laboratory for analysis some months ago and a large piece of machinery was
still on the site."

At Yorla, an American company, Boots and Coots, was brought in to deal with the
blow-out. Meanwhile the pressure from the well meant that a huge crude oil fountain
sprayed a large area for approximately eight days. Access to the site was negotiated with
the local community with the assistance of the state government and an NGO and the well
was ‘capped’. Large oil pools remain and the area remains covered in crude.

The oil industry has a three-tier system of response to spills. Tier one is for small spills to
be dealt with by each operator. Tier two involves larger spills that require a mutual
response from the industry. SPDC’s Eastern Division is fully self-resourced for this level
of spill and the Western Division is 85% self-resourced, in addition to the industry cover.
Tier three addresses major spills ‘beyond national clean-up resources’. Given the age and
importance of the oil industry in Nigeria it is hard to imagine any country with a greater
need to have the capacity to deal with all eventualities.

The Community Development Programme

The Community Development Programme was described to us as ‘an internal NGO’.
Concerns about corruption and a desire to be clear where authority lies were factors in not
opting for an independent foundation as Shell companies have done in other countries. As
this is not a traditional area of expertise the company employs a number of specialists,
works with others, and with NGOs.

In 2001 the programme was subject to an external stakeholder review. This is a very
positive step. Unfortunately the process itself was flawed, partly because of time
constraints but we were reassured that the lessons would be learnt. The review highlighted
a number of issues including capture of benefits by elites, the need for local ownership of
whole programmes, the need for better supervision of projects to ensure completion and for
stronger partnering of NGOs and various layers of government. The review did not include
costings. The review report was not generally circulated and some reporting of its findings
was misleading, as the numbers of fully and partially successful projects were aggregated.
Nevertheless, a process has been established and a baseline developed from which progress
can be made.’

9.3

There was a level of impatience with NGOs who wished to go back to basic assessments

' The company states that a court injunction has halted remediation while one element of the community pursues
further legal action.

? The report of the external review of community projects completed in 2001 was published in March 2002 and
included a number of recommendations. ECCR partners participated in the review.

13
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rather than building on company appraisals.There is a desire to get past process to delivery.
However, some NGOs were critical of the quality of those appraisals and unwilling to
deliver ‘Shell’s blueprint’. Others felt able to deliver the desired outcomes but wanted
freedom to find appropriate methods and actions. Naturally communities living in very
basic conditions want to see tangible benefits and the company wants success stories but
getting the process right will be of the longest benefit as it builds community capacity in a
situation where ongoing relationships, for good or bad, are inevitable.

Within the NGO sector there was concern that oil money was divisive, Some NGOs may
concentrate on getting funding for projects while others will participate selectively or not at
all. This was highlighted in the debate around the appropriateness of the IFC (International
Finance Corporation) proposal to fund capacity building among indigenous oil industry
contractors.

The joint venture planned to spend $60 million on community development in 2000. This,
along with the money directed through the Niger Delta Development Commission is likely
to be more than civil society has the capacity to manage effectively. The Niger Delta is a
big place with many communities but it is difficult to identify the fruits of such large-scale
expenditure over the years. Potentially large sums of money tend to turn the groups that
exist naturally in any community into factions pursuing their own interests, undermining
the very community development that is sought. Existing community structures can be
subverted. SPDC has a heavy responsibility within this.

We received a presentation on the Women’s Development Programme, one of the more
successful elements of SPDC’s community development. The importance of women in
development is recognised internationally and SPDC’s programme emphasises women’s
economic empowerment and their potential role in conflict resolution.

A report on our visit to Ojobo can be found in Appendix 3.
Ogoni

The pain of the Ogoni people was apparent when we visited, one day after the sixth
anniversary of the death of Ken Saro Wiwa.

One change since democracy is the demilitarisation of the area. However, the atmosphere
was still tense, perhaps not unexpectedly given the date of our visit. We were reminded that
peace is more than the absence of violence.

It was suggested to us that the vegetation was thriving since oil production was halted in
1993 but we were not able to assess this.

It was commented to us that planned maintenance would help prevent disasters. Even in
what Shell calls ‘no-go’ areas, such as Ogoni, there were opportunities for agreeing
maintenance work. NGOs and elements of government expressed a willingness to facilitate
access and need to be pressed to make this real. SPDC has worked with NGOs and
government on a number of occasions and should be encouraged to further develop this
approach.



10.5 SPDC has said it will not return to Ogoni without the consent of the people. The company
has been able to undertake infrastructure maintenance in some areas and has provided
community development programmes. Restricted access in Ogoni also affects
infrastructure maintenance and improvements outside the area, as key elements of the
system are not accessible.

11. Role of the Community Liaison Officer

11.1  The role of the CLO is key both in relation to production problems and for the Community
Development Programme. This dual responsibility has its problems and it may be better to
separate asset management and community development roles.

11.2  Another underlying issue is whether CLO is a ‘trouble-shooting’ role or about developing
long-term relations. There seemed to be different emphases in different places and it was
hard to judge, in such a short time, whether this is legitimate. Pipelines are not expected to
cause problems. They are buried and have a comparatively slow corrosion rate depending
on what is flowing through them. Given the number of communities along their length,
developing ongoing contact seems neither possible, due to staffing levels, nor a priority. In
this situation clear communication when there is a problem is doubly important. Where
there are new developments, installations are complex, or where equipment is exposed and
consequently more open to failure or to interference, the active engagement of the CLO
seems more important.

11.3  Apart from some confusion of role there is also some uncertainty about the skill levels of
CLOs. One of the criticisms in the independent review of community development projects
was that a CLO had driven a particular project instead of it being owned by the community
and one critic of the company referred to them as ‘part of the mafia’ 2

11.4  One community referred to frequent changes of CLO. There could be a number of reasons
for this — staff shortage or turnover, a deliberate policy to minimise corruption — but if the
aim is good relationships then too rapid change is unhelpful.

3 “The company’s policy on whistle-blowing is widely publicised within communities and has secure channels for
reporting a situation where the CLO [any Shell employee] pursues a different agenda from the community’s interest.’
The ability of people to communicate their concerns from villages with no electricity or effective transport links must
be limited.

15
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There are issues around formal and informal communication both internally and externally.

Any oil spill not resulting from operational procedures or mechanical failure has been
called sabotage, by the company. The word ‘sabotage’ implies deliberate damage for a
political end but in Nigeria ‘sabotage’ includes straight forward criminal acts, of which
there appears to be a growing number. This includes organised crime when road tankers
and ships tap in to the pipeline to steal product, sometimes leaving oil pumping from the
broken line. Local communities do not have the resources for this level of crime. Even
smaller incidents may be committed by people from outside a given community. It is
insulting to people to be labelled saboteurs and does nothing to enhance community
relations. We were pleased that when we met company representatives at the end of our
visit, we were told that the language would change to identify crime as crime. An increased
sensitivity in the use of language is needed.

One of the successes of the land remediation programme was having a Shell supervisor
responsible for a number of sites to ensure work was done to standard. One wonders why
this is not the case for all Shell contracts. Projects should not be fully paid for until they are
completed to standard and signed off by sufficiently senior Shell staff. The Ogbodo project
(see Appendix 3) was uncompleted and community members did not know when or if it
would be completed.

Nigerian society is familiar with unfinished projects. Flying into Lagos one is struck by the
number of roofless buildings, not the result of damage but lack of resources to pay for
roofing. However, the view of Shell as a competent company raises expectations that it will
deliver. Whether it is a community project or emergency supplies in response to a spill, any
delay needs to be fully explained or it is experienced by communities as a lack of
commitment and concern.

There is a lack of awareness of how even well-intentioned actions may be received. Some
are affronted by apparently trivial responses when there is great need. One example given
us was the provision of a football kit for one team following an oil spill. For local
communities the inconsiderate speed of boats along the creeks and rivers can become a
paradigm of the community/company relationship.

At Yokri we asked Shell staff if we should explain who we were and why we were visiting
but were assured that this was already well known. However, it was not well known by the
community representatives present. The exchange may be indicative of deeper assumptions
about who is important and who needs information.

A number of people outside the company were sceptical of Shell’s communications. They
felt that their own comments and involvement in meetings had later been misrepresented as
agreement. There was a feeling that some of the company’s consultations and publications
were aimed more at audiences in Europe and the US than at real dialogue and
communication in Nigeria. Concern about possible manipulation does not encourage
openness or constructive dialogue.



12.8  Prior to our visit we received a report on the 2001 stakeholder consultation when some
participants felt that their views were misrepresented in plenary session and that that
misrepresentation would have gone forward if they had not corrected it.* Honest
communication is essential in any organisation. The need for reliable communication is
particularly important in the sensitive operations of SPDC.

13.  Crime and security

13.1  The security of oil installations and SPDC staff are rightly a priority for the company. Shell
staff and contractors have been threatened, kidnapped, injured and killed by those who see
them as a route to financial gain or influence. Some Shell managers have or have had,
bodyguards in response to assessed risk. Much of this threat comes from criminal elements,
some comes from frustrated communities. The protection of staff is a primary duty of any
responsible employer and situations can be very volatile. An atmosphere of fear can
militate against dealing calmly with smaller conflicts.

13.2  Nigeria has two types of police, the ordinary police based in an area and the Mobile Police
who respond to particular events. They are identifiable by their different uniforms. The
Mobile Police are armed, as are many local police. SPDC also employs supernumerary
police who are predominantly unarmed. As a result of the massacre of 80 people in
Umuechem in 1990 Shell publicly stated that it would no longer call the Mobile Police to
community protests. The Mobile Police are noted for their violence and were nicknamed
‘Kill and Go’. They are still feared despite some retraining under democratic government.
Events around the death of Friday Nwido raised questions about Shell’s current policy.
[See Appendix 4]

13.3  We heard a number of comments in relation to security of installations. Firstly, that the
normal police were underpaid and 50% under-staffed. Shell calls them to criminal incidents
but the response is variable. Nigerian experience is that elements of the police force are
corrupt or ineffective. Secondly, by law, the government has a right to protect critical
national assets such as oil installations and the company has no say in which forces will be
deployed. We were also told that it is now policy to have Mobile Police at flow stations as
part of normalising their behaviour and allowing relationships to develop with local
communities. It was not made clear whose policy this was, but we assumed the
government’s. There were Mobile Police at the Benisede flow station when we arrived
though they were not in evidence when we returned.” We understand the theoretical point
of encouraging the Mobile Police to adopt more acceptable practice but feel it may be
rather naive. If it takes time to change a company, which has seen change as being in its
best interests, it will take even longer to change a police force that may see no benefit in
conforming. Two years is insufficient for people traumatised by past events to believe that
change has happened.

* “SPDC received helpful criticisms and comments on the workshop, which were taken on board in the design of the
recently concluded 2002 workshop.’

> “There are 18 flow stations [out of a total of 87] that are currently guarded by Mobile Police.’

17



13.4

13.5

14,

14.1

14.2

14.3

Given past repression, the potential violence and corruption of some police, and now a
National Security Committee for the oil producing states, headed by the Chief of Army
Staff, it is essential that there be transparency in relation to security. Lack of clarity results
in the company being held responsible even when it is not. Human Rights Watch has called
for transparency regarding the relations between government and oil companies on security
issues. The company has agreed to the need for such transparency but it is not always
apparent.

In local community negotiations the youths are consistently named as the source of
problems. They are largely unemployed, feel unrepresented by the Chiefs, have varying
levels of education and aspire to more than subsistence farming. They were described to us
as ‘the lost generation’, paralleling the language of South Africa. However, they cannot be
allowed to be lost or they will remain a constant source of difficulty. These young men are
also tomorrow’s elders or chiefs. Focusing economic development programmes on them
and on women is essential for future stability. The Community Programme concentrates on
communities but it was suggested to us that, as with other societies, individualism is
growing in Nigeria and programmes need to recognise that.

Employment

SPDC is the largest oil company in Nigeria directly employing close to 4,200 people with a
larger number employed by contractors. The need for employment in the Delta area alone
is huge and it is unrealistic to expect the oil industry to provide all that work.

Much of the employment offered by the company to local youths is temporary, often
related to the clean-up of spills and land remediation. Both are basically manual labour but
the remediation work is longer term, i.e. several months, provides training and may lead to
longer term employment for some. Of the remediation workers we met, one was planning
to use his earnings to pay for education and another had been enabled to build a house and
marry. It is good that individual lives are being changed in a positive way. However,
short-term employment may raise aspirations that cannot always be met. As stated above,
employment and economic development are essential to the stability of communities.

There is also an issue of direct employment, not so much of numbers but of the ethnic mix
of Shell employees. This issue was raised both by community members and elements of
local government. AGIP was commended by a number of people for their policy in this
regard. The comparison may not be entirely valid but we were told variously that AGIP
employs 60% local people and that the invitation to local people is made specific in their
advertisements. Senior SPDC management responded that Shell also employs local people
but had not stated it publicly. If this is the case then company policy could be made more
explicit.® Monitoring would enable the company to identify the true level of employment of

® The company has since provided recruitment statistics for 1991-2002 showing Niger Delta and non-Niger Delta
groups. In general terms the Niger Delta group is the larger. ‘SPDC’s manpower statistics show that 73.5% of the staff
strength are from the Niger Delta and 69.8% from states where the company operates.” Scholarship/training &
recruitment programmes ‘are given wide publicity through newspaper advertising as well as through state and local
governments and community organisations’. No indication is given of Delta communities’ representation at the
varying levels of seniority.
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Delta people, both by number and by seniority, in its operations. Positive action can be
taken if necessary. In the context of diversity and equal opportunity it is not unusual for
companies to seek to have a workforce that reflects the local population. Delta people
already see that they have not benefited from the mineral wealth of their states. To be
excluded from jobs whether intentionally or unintentionally would be a further affront.

There was also concern in some quarters that attempts to ensure geographical or tribal
diversity were being abused. This was also mentioned in the context of contractors who are
often brought in from different regions, yet are still described as ‘local’. There is some
evidence of antagonism between local communities due to who is given work.

Corruption

Nigerian society has an unhappy reputation for corruption. In early meetings with Shell,
ECCR was told that no corruption existed in SPDC. It is unrealistic to expect a company to
operate for many years in a corrupt society without the mindset of that society having a
strong influence on that company. There is now more realism and some staff have lost their
jobs as a result. It was encouraging to see notices in the plane and SPDC offices reminding
staff of the need to eliminate corruption and the mechanisms available to report concerns.

As corruption has become such a part of Nigerian culture SPDC needs to maintain its
alertness to the issue and to identify where staff may be particularly open to temptation.

There is a tension between policies to minimise corruption and the time needed to do an
effective job. It was suggested that regular movements of Community Liaison Officers may
be an anti-corruption policy but limited the development of relationships. Perhaps more
concerning is the short time the Chair and Managing Director is sometimes in post. It is
possible the period is too short. As we were repeatedly told, Nigeria is complicated. It takes
time to get to grips with it. A succession of MDs who are of necessity reliant on others to
form their opinions is unhelpful.

There are a number of areas in the company’s external relationships where corruption has
occurred. Although details are hard to come by there is a general belief that the giving of
contracts is one such area. Contractors may inflate prices, take money for incomplete
projects, or be open to pressure from community elites. ECCR has been told that SPDC
intends to work with contractors on corruption issues. It will be good to see the results of
this work in future. Withholding final payments until projects are signed off may be one
useful mechanism.

Government

Nigeria has layers of federal, state and local government. Each has a role to play in
regulating and working with the oil industry.

The Federal government is reliant on oil for its revenue and is also the major shareholder in
oil joint ventures. In the past there have been difficulties over the government’s
contribution to operating budgets, although democracy has improved this. One outstanding
difficulty is that the government is unaffected if production of one company is disrupted. It
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can just increase production in other areas or from other companies. This is good for
maintaining revenues, but can allow the federal government to leave companies to sort out
the difficulty, rather than taking a positive role in resolving differences or mediating on
behalf of communities.

In relation to compensation we were not made aware of any national mechanism to
compensate third parties in respect of harm caused by criminal activity or situations where
blame cannot be attributed. This contributes to the tensions between oil companies and
communities in relation to spills and needs to be addressed.

Rivers State, which includes much of the oil producing area was the first state government
to establish a Commission for the Environment. There is a need to strengthen state level
involvement in regulating the oil industry and involvement in dispute resolution.

One way of strengthening government, at all levels, is to involve it in action. SPDC should
be proactive in involving local and state government in responding to spills and community
issues. An expectation from companies and communities that government will act,
transparently and without corruption, will be part of ensuring it does so.



Appendix 1 - Shareholder Resolution

The “‘Shell” Transport and Trading Company plc
Shareholder Resolution for the Annual General Meeting 1997

Ordinary Resolution
‘In recognition of the importance of environmental and corporate responsibility policies, including
those policies relating to human rights, to the company’s operations, corporate profile and

performance, the directors are requested to:

- designate responsibility for the implementation of environmental and corporate
responsibility policies to a named member of the Committee of Managing Directors;

- establish effective internal procedures for the implementation and monitoring of such
policies;

- establish an independent external review and audit procedure for such policies;
- report to shareholders regularly on the implementation of such policies;

- publish a report to shareholders on the implementation of such policies in relation to the
company’s operations in Nigeria by the end of 1997.
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Appendix 2 - Itinerary

8 November

9 November

10 November

11 November

12 November

13 November

14 November

15 November

16 November
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Arrive Lagos. Meeting with VSO volunteer working in prisons

Arrive Port Harcourt
Presentations at SPDC [Shell] offices on —
1. Community Development Programmes & strategies
ii. Progress on ISO 14001
i11. EIA process in SPDC
iv. Asset Integrity Management
v. Remediation of sites.
Brief meeting with John Barry — Development Director
Visits to remediated sites — ‘land farming’ of land affected by oil spills

Visit to Ogbodo — a community affected by pipeline spill since 25.6.01
Led by Annkio Opurum—Briggs of ‘Agape is a birthright’

Visit to Ogoni including:-

Ebubu — the site of a major spill and fire in the Biafra war era. SPDC is currently
appealing against a High Court judgement that the company pay N40m
compensation

Simi — where the pipeline has been on fire since 11.10.01
following leakage on 4.10.01

Yorla — site of a wellhead blow-out on 29.4.01

Visit to Ken Saro Wiwa’s parents

Field visits with SPDC
Presentations on Western Division, Women’s Development Programme
Visit to Ojobo
Benisede Flow Station — ISO 14001 [transport delay]
Forcardos Terminal — ISO 14001, cottage hospital community project
Forcardos / Yokri — land acquisition and community programmes
[too curtailed by time constraints to be of value]
Evening meeting with Miriam Isoun of Niger Delta Wetlands Centre

Discussion with Environmental Rights Action [ERA]

Meeting with Permanent Secretary in the Rivers State
Commission for the Environment

Meetings with BishopYobe, Methodist Bishop of Port Harcourt
and Bishop Poromon, retired

Visit to Umuechem where, in 1990, in response to community protest Shell called
in the Mobile Police resulting in the death of 80 people and the burning of
houses

Courtesy visit to Dr. Peter Odili, Governor of Rivers State

Meeting with Ron van den Berg Chairman and Managing Director of SPDC
Egbert Imomoh Deputy Managing Director
Basil Omiyi
Barbara Lawrence



Appendix 3 - Site Visits

1 Remediation Sites in Agbada Field

Workers at the sites were expecting, and clearly used to, visitors. At the first site 30
workers had been employed from the local community to remediate the land round a
wellhead. The safety officer was from Ebubu. The project had been a positive experience
for the contractor who hoped for further contracts. Youth representatives also seemed
pleased although work remediating a site is temporary, except for a small amount of
maintenance work at a wellhead. One potential conflict with another local community,
about access to jobs, had been resolved by negotiation.

At the second site an external contractor had not completed the work satisfactorily and only
when the community complained did SPDC introduce the new system of a locally agreed
contractor and community labour. Workers wore boiler suits, face masks, boots and hard
hats which were hot when working in open fields. The appearance was of Shell employees,
although they were working for a contractor. This potential confusion seems to be a feature
of working relationships in the Delta.

It was commented that the Production Division was beginning to see remediation work
positively and to inform the department of new spills. The response to a second spill at one
site had been rapid. However, getting this low-tech. method accepted had been a struggle.
The remediation work was impressive. Underlying issues included the temporary nature of
the employment it provides and the company’s slowness in undertaking sufficient work in
this area.

2 Ogbodo

A spill from a pipeline, which the local community believed to be forty-nine years old’,
was detected by local people on 25™ June 2001. Ogbodo is almost completely surrounded
by meandering water courses and the pipeline occupies higher ground so the oil flowed
down to the river. As there was an oil workers’ strike nothing was done for a week or
more. As well as land, the oil polluted the water making it undrinkable, killing fish and
preventing the river being used in food processing. This situation continues. Shell, or a
contractor, did not come to start clean-up until August. Crude oil was scooped from a pool
into a tanker and, as work has now ceased, local people felt that reclaiming the crude was a
higher priority to the company than restoring the environment.

At some point the oil caught fire. Local people believe Shell did it but the company says
that it never sets fire to oil spills. Without warning the fire spread along the river burning
boats used both as transport and by a local business extracting sand for sale to the building
industry. People fled their houses and animals fled the forest so that bush meat is now more
scarce. Without clean water, with reduced nutrition and with the smell of crude in the air,
people complain of increased ill health.

7 “The Trans Nigeria from which the spill occurred at Ogbodo was commissioned in 1967, and is thus 35 years old.’
‘A replacement pipeline was under construction during 1992/93 [after 25 years] by Willbros Nigeria Ltd. But has
since been held up at the Ogoni sector, hence the continued use of the old pipeline with attendant exposure.’
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Loss of income also means that some families can no longer afford to send children to
school. Parents feel that their inability to provide for their children is leading to a loss of
respect among the young, which is a concern for the long-term future. As might be
expected the impact on people is not uniform across the community but varies depending
on proximity to the spill and the level of dependence on the river.

Compensation is paid to people affected by spills from operational failure, but only for
losses such as standing crops and fishing nets and not necessarily for small businesses,
such as sand gathering, the very businesses which need encouraging to introduce more
balance in the Nigerian economy.

Communications with the company seem to have broken down. Emergency potable water
supplies from the company have ceased without explanation. At some point local youths
commandeered a Shell/contractor’s lorry but no attempt seems to have been made to
repossess it or to meet with the protestors.

The oil on the river was described as ‘3 inches thick’ at its height. The tidal nature of the
river means that the oil affects the river bank to a depth of at least three feet and the river
carries the pollution down stream. On November 10th, approximately four and a half
months after the event one of our group was able to lift a thick layer of oil off the beach
with a spade. The oil had become ‘plastic’ and had to be folded to force it into a bottle.
Shell staff told us later that the way to deal with such pollution is to remove the soil for
treatment elsewhere and replace it with appropriate material.

It is also possible that there are tribal divisions in this community which could have led to a
less than united effort in seeking a solution to the problem.

Whatever the detail of the involvement of local government, asset managers, CLOs and
others; whatever the groupings within the community it is unacceptable that people must
continue to live with this situation. It is not surprising that, in this context, the view is that
Shell has not changed and does not respect local people.

A water scheme had been started. A new tank had been erected and two boreholes for
water had been sunk next to each other at different times, but the project has not been
completed. One borehole had been installed some years ago by a government agency but
had never operated. There was no pump and the tank was too small. The second borehole
was put in by SPDC, possibly after the oil spill. Community members removed the cover to
show us the water below. No one had come to install the pump and tank to make the water
accessible. We understood that three different contractors might deal with the three
elements of the project. No one seemed to be acting as progress chaser on this, so the
contracts failed to dovetail, leaving the community feeling neglected and aggrieved. A
water tap was seen to be working in one part of the community.

Since our visit the company told us that ‘The delay in cleaning the spill there was largely a
result of the community taking the company to court.” A report of the settlement from
‘This Day’ newspaper dated 10.3.02 was provided. We cannot assess whether the delay
was ‘largely’ a result of the community taking the company to court. However we feel that
this further illustrates the problems caused by an unsatisfactory compensation system
which needs to be reviewed by all parties.
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Ogoni

Three sites were visited in Ogoni:

Ebubu - where a pipeline had spilt and been on fire in the Biafra war era. Acres of
land have been affected. The cause of the Ebubu spill has long been in dispute
although a High Court ruling found against the company awarding N40 million in
compensation, a decision the company is appealing against.

Since our visit we have been told that remediation is delayed by a court injunction as
part of the community takes further legal action.

Simi - where the pipeline was on fire. At Simi we were told that a leakage from the
pipeline had been noticed some weeks earlier, that Shell had been informed and
trenches were dug to channel the spill. The cause of the fire was not clear to us but
since the fire Shell had only over flown the site. Local government had been
informed but nothing had happened. The initial fire destroyed some houses and,
although the fire has abated somewhat, it continues to belch out billows of acrid,
black smoke. Later, Shell staff told us that oil continues to flow through the pipe
despite the fire. As this particular pipe carries 12% of production, the company is
unwilling to seal it off. We were told that if the flow is cut there is a risk that the pipe
itself will be stolen. The preference is to re-route the oil first but this takes time and
the co-operation of other communities.

‘The seven major fires and fifteen leaks that occurred on the 24 and 28-inch Ebubu
to Bomu section of the Trans Niger Pipelines, which passes through Simi, were put
out and all the leaks repaired last December. The cleaning of the affected
environment is currently in progress. The result was achieved through the co-
operation of some community leaders, state and local government officials, state fire
services, the police and SPDC.’ (Shell)

Yorla - where the wellhead blew out on 29™ April 2001. The company states that the
wellhead had been tampered with probably in order to steal and then sell it, while the
community claims that the spill was caused by mechanical failure. An Environmental
Rights Action report by Nick Ashton Jones states that the Americans brought in to
deal with the spill told local people that the cause was ‘mechanical failure due to gas
pressure coupled with corrosion of the facility’. Since our visit the company has
supplied a video of some of Boots and Coots operations at Yorla and a copy of
Boots and Coots operations review. In both Richard Hattenberg refers to bolts having
been removed and being found on ‘one side with their nuts screwed on’.

Ojobo

SPDC facilitated our visit to Ojobo, a riverside village in the Benisede Oil Field, with no
potable water. ECCR had received a report from this community in 1998 signed by
Chief N. Numonpiede with a letter from the then Community Chairman,
Chief Gray D. Oroso and the Community Secretary Mr Timi Magada and copied to
HRH Egran I.

At that time the need for a sandfill was the major issue. The report stated that in 1974 Shell
had dug a canal which altered the local drainage, causing flooding, and called for the
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damage to be made good as a repair, not a ‘community project’. In July 1996 SPDC
offered a sandfill of 4 hectares as a ‘gesture’. This was then raised to 8 hectares and in
June 1997 a letter from the senior CLO informed the community that an environmental
impact assessment team would be coming to commence preliminary works on a 30 acre
sandfill for the same N140 million budget, using a local contractor. The sandfill had not
been done in February 1998 and the issue became more emotive when Shell mistakenly
published pictures of a sandfill, naming it as Ojobo, before the matter was settled.

By the time of our visit 33 hectares of sandfill were complete. The new land is to be used
for building and, possibly, a road. Unfortunately the lower land between the sandfill and
the river-bank, where a number of people live, now experiences flooding. It was not
possible to ascertain whether this was a result of a poor Environmental Impact Assessment,
or the EIA not being implemented.

Other concerns in the 1998 report included:

the damage and disruption caused by oil installations and pollution;

the damage done to fishing and river banks by large or fast boats used to transport
Shell staff and equipment;

damage to sustainable economic development through loss of economic trees;

cultural disruption;

lack of fuel for the generator supplied by OMPADEC;

the community’s lack of electricity contrasting with the over-capacity at the
nearby flow station.

Five existing development projects were listed as undertaken between 1994 and 1998:

a non-functioning water project;

a six classroom primary school block;

renovation of part of the Gbesa Grammar School;

equipment supplied to the local general hospital, and

a non-functioning cassava mill.
Requests included the sandfill, electricity supply, a water filtration scheme, shore
protection to prevent erosion, a skills acquisition centre and a modern lockup market.

Since 1998 the community had agreed a Memorandum Of Understanding with the
company outlining projects and responsibilities. Some of these projects are of uncertain
value e.g. a lawn tennis court and a 24-bed guest-house. On the day of our visit the water
project and cassava mill were still not functioning and showed no signs of progress.
Electricity supply was still an issue because of problems around the capacity, maintenance
and fuelling of generators and there was localised fuel spillage. We were told that a gas
supply was to be introduced in future. Boats used by the company continued to drive at a
speed likely to cause erosion and upset dugout canoes. A new health centre had been
largely completed and awaited equipment and government paid staff, although it was not
made clear why the centre was needed with a government hospital nearby. A pool table
was being used by some young men.

In 1998 the sandfill had been a priority and that had been achieved, although it brought
some problems but it was disappointing that other projects had not moved ahead. Water
projects are notoriously difficult because of local geology, appropriate technology and the
need to site them appropriately in the community. What was particularly concerning was



the absence of any of the community leaders who had sent us the first report. The two
young men who showed us round seemed ill-informed and one said he had only arrived the
previous day. We asked about the women’s leader and were told she had been sent away.
There is clearly a question here. Who is controlling this process and for whose benefit?

It is notable that in the 1998 report from Ojobo the emphasis was on economic
development. A major company has a legitimate interest in the health of the economy in
which it operates and worldwide such companies support entrepreneurship through training
and skills development, access to financial support etc. Currently there is a huge gap
between the oil industry, providing a small number of skilled jobs, and the vast number of
rural subsistence farmers and the urban poor. Such polarisation inevitably leads to tension
and a key element of the community programme must be economic development. In the
rural areas, which host oil installations, this should be based on the existing expertise of
growing and processing natural products, maintaining local machinery etc.

Benisede Flow Station, Forcardos Terminal and Yokri

The Benisede flow station had gained its ISO 14000 certification the week prior to our
visit. The engineer on duty had found the process motivating and he and his team were
committed to it. The regular monitoring required made the job more interesting. Benisede
has two horizontal flares which burn across a large rectangular pool. The noise and heat are
considerable and the flares are only turned off for maintenance purposes. In the water
channel, across which a pipe takes gas to the flare, there were large numbers of small frogs.
Fish traps hung from some structures and a woman in a dugout canoe paddled up the canal
towards the flares. It is possible that the warm sheltered waterway creates a microclimate
for fish.

Transport delay at Benisede combined with time taken in presentations at Warri, meant that
the visits to Forcardos Terminal and Yokri were seriously curtailed. At Forcardos we were
told that SPDC had no problems with local communities, although the building of roads
had led to increased violence between villages, and that local people know who to go to if
there is an issue. There are 125 Christmas trees in Forcardos. The Asset Manager in such a
large, discrete installation was identifiable to both internal and external stakeholders.
However, tension between two communities was given as the reason for patient numbers
halving at the Shell supported hospital (only four patients at time of visit).

At Forcardos we drove round the site. At Yokri we only had time for a few minutes in a
site office and no time to meet the community or see projects. This was very frustrating
both for us and for those who had prepared for our visit.

Umuechem

In 1990 Umuechem was the site of community protest against the impact of the oil
industry. Local people barricaded the road and in response the Mobile Police (Mopol) were
called in by SPDC. Using guns and grenades, Mopol destroyed houses and 80 people were
killed. This event caused Shell to state that it would never again call the Mobile Police to a
community protest, preferring dialogue to confrontation.

Entering the village one can see evidence of recent building, but also visible are the

occasional remaining walls and foundations of some of the destroyed houses. Once again
there were non-functioning taps - an SPDC project. A dilapidated, apparently unused
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building had a noticeboard identifying it as an SPDC women’s project. A young man
whose brother had been killed during the protest said that water is nice but compensation
would be better. With his brother’s death he became responsible for the family. This
particular young man had a small business. The local chief commented that young people
are no longer satisfied to work on the land but want employment. The impression was of a
community with skills and some infrastructure but that at a deeper level people were not at
peace.



Appendix 4 - Friday Nwido

Extra-judicial killings are not uncommon in Nigeria. The case of Friday Nwido has been used by some
groups in order to draw attention to this issue. An extract of the ‘reported statement of Friday’s mother’
appears below. The statement was given to investigating staff of Environmental Rights Action.

‘My late son, Mr. Friday Nwido is a security guard for Shell. When he told me about the job with Shell, 1
encouraged him since he is the only breadwinner for the family and my ‘husband’ since my real husband
died some years ago. He hails from here, Buan community in Ken-Khana kingdom of Ogoni. He was 31
years old and married with three daughters. Throughout the entire Ken-Khana he was popular and loved
because of his sincerity. He was a hardworking man. After my son had worked for Shell throughout the
time of the Yorla explosions, Shell refused to pay my son. As a tactic to get his money from Shell, my son
and his friend, one Igbo man who is a driver with Shell [whose salary was not paid too] collaborated and
drove the Shell big van into this community and parked it just by the roadside.

A few days after, officials of Khana local government council, Shell and policemen came here and went
straight to the paramount ruler’s house, I don’t know what they discussed. By then, my son had gone to
work for a construction company — Homan, in a nearby community. My son was not around when the
delegation came here on June 14™ 2001. The next day fully armed Mobile Policemen and some
conventional ones came here in ten police vans. It was around 8.00a.m. They started by shooting teargas
canisters and live bullets indiscriminately.

I don’t know who called my son. He suddenly reappeared from his workplace and walked into the invading
force with his hands raised in surrender. As he came he was shouting “I am the one, I didn’t hijack any
vehicle, Shell is owing me and I want my money.” He cried as the police fired live bullets at him at close
range. He was hit in his thighs several times. He fell down bleeding profusely. He was carried from the
ground by one of the police officers and dumped in the boot. I hired a car immediately and followed the
police who were retreating after killing my child. When they noticed that we were following them they
stopped us. We diverted and monitored them up to the police station at Bori, Ogoni. I saw when Shell
vehicles stopped and entered the police station. The police held brief talks with Shell and Khana local
government officials.

From there we moved to Port Harcourt. My son was crying in pains as they drove on. Some of the police
vans had left the convoy. It was when they stopped over in Shell clinic at Rumukrushi, Port Harcourt that
I missed my way. I went to the military hospital where they told me that there was nobody like that. I visited
all the government and Shell hospitals in Port Harcourt but I could not find my son. It was at the Shell
hospital someone told me that really the boy was brought there alive and after several secret talks with
medical personnel, they transferred him to the Mini-Okoro police station. At Mini-Okoro, another reliable
source told me that the boy was executed on Saturday’

When we asked about this case we were told that no statement was available as the matter was being dealt
with in London. We were told that the reason for going to the Shell clinic was that a strike meant that
nearer, government hospitals were shut. To date the police have not reported on their investigation into this
incident.

This is a tragic story, devastating for the family and community concerned. Several questions arise. It is
possible that a death could have been avoided if SPDC and its contractors were more transparent about their
relationship, and if payment was made in a timely way.® Can things be made more efficient and open?
Secondly, what is the responsibility of SPDC for the behaviour of the police called to deal with the protest
that arises when the company does not meet expectations?

¥ The company states that no money was owing to Friday Nwido.
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Appendix 5 - Address to Executive Governor, Rivers State

An address presented by Barbara Hayes, leader of the ECCR delegation, on the occasion of a
courtesy call to His Excellency Dr. Peter Odili, Executive Governor, Rivers State of Nigeria on
November 15™ 2001.

On behalf of this delegation, I wish to express our appreciation of your willingness to meet with us at such
short notice.

Since 1994 the Ecumenical Council for Corporate Responsibility [ECCR] has engaged in dialogue with
SHELL about the company’s activities in the Niger Delta. In 1997, ECCR was instrumental in bringing a
shareholder resolution relating to Shell’s environmental policies, human rights and relations with local
communities, particularly in Nigeria.

The delegation is here to make an assessment of progress made since the shareholder resolution was
debated, and includes the Chairperson elect of ECCR, a major religious institutional investor, a private
investor and others interested in the Niger Delta.

The programme includes meetings and field visits with Shell, environmentalists, local communities and
others who are able to offer different perspectives.

ECCR is a British ecumenical organisation, which includes within its membership representatives of many
Christian denominations, corporate agencies of the churches, religious communities and orders, and many
interested individuals. ECCR seeks to promote corporate responsibility in large companies and in the
churches as its response to the mission of the Church to work for justice within economic structures and for
responsible stewardship of the earth’s resources.

As the Executive Governor of the State we would be glad to hear your comments on the role your
government is playing in addressing these issues.

Thank you,

Barbara Hayes Director,

Chairperson elect ECCR Centre for Social and Corporate Responsibility
[CSCR]

Bill Seddon

ECCR Board member James Lutzweiler

Central Finance Board of the Methodist Church Catholic Relief Services

Stella Boswell Austin Onuoha

ECCR member, representing private investors Human Rights Commission, Ebonyi State

Dr. Emmanuel Onuora
Environmental Consultant, CSCR

Revd. Fr. Kevin O’Hara
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The Shell Petroleum Development Company of Nigeria (SPDC) Comments on
the ECCR Report: “When the Pressure Drops” — An assessment of Shell’s
progress in the Niger Delta.

We appreciate the continuing dialogue with ECCR and were pleased that they accepted our and other
stakeholders’ invitations to visit Nigeria. SPDC was pleased to assist in facilitating the ECCR visit to the
Niger Delta.

We welcome the thrust of ECCR’s report and in particular its helpful suggestions for future development.

We would like to thank ECCR for the opportunity to discuss the report with them prior to its publication and
for their invitation to include additional comments in this annex. A few points of additional information on
some of the issues covered in the report are presented below.

Section 2.7: We agree that, “Board level responsibility for handling spill incidents should be made clear”.
In SPDC’s case, the accountable board member is the Production Director. He has reporting to him the
Health, Safety, and Environment (HSE) Manager and spill incidents are promptly reported to the Production
Director, the Managing Director and other senior management, who are kept well informed on the response
to the incidents.

Section 14.3 Footnote: Whilst mentioning that 73.5% of SPDC’s staff strength is from the Niger Delta,
the footnote comments that, “no indication is given of delta communities representation at the varying levels
of seniority”. Indigenes of the Niger Delta are well represented at varying levels of seniority in SPDC. All
three Nigerian Deputy Managing Directors of the company to date are indigenes of the Niger Delta.
Currently, the majority of the Nigerian executive directors (3 out of 4) are from the Niger Delta, as has
mostly been the case historically. A vertical section of the organisation shows that the indigenes of the states
where we operate hold 32 of the top 66 Nigerian staff positions.

Of equal importance are the company’s various affirmative programmes, such as its scholarship schemes
and the professional and technical intensive training schemes, which are weighted in favour of the Niger
Delta. This is particularly so in the case of Bayelsa State, which is currently less endowed with trained
manpower.

Section 15.3: We agree that, “A succession of MDs who are of necessity reliant on others to form their
opinions is unhelpful”. But that has not been the case with SPDC. The current MD, Ron van den Berg, has
already served more than 4 years in the position. His predecessors all served a normal tour of duty of three to
four years.

Appendix 3(2) Ogbodo: The cleaning of the oil spill was stalled as a result of the legal proceedings
instituted by the community against the company. This matter was settled out of court early in March 2002,
paving the way for the company’s contractor, Spill Responders Nigeria Limited, to resume the cleaning
operations working with local indigenes and sub-contractors. We hope that all parties will now cooperate to
enable the cleaning operations to be completed promptly.

Appendix 4: SPDC was saddened by the death of Friday Nwido. The company conducted its investigation
of the circumstances of his death very promptly. However, we refrained from disclosing our findings in order
not to be seen to influence the police report on the matter, which remains outstanding. We have shared our
findings with ECCR following their visit to Nigeria.

SPDC - 22/04/02.
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SHELL - Measuring up to the Bench Marks

Introduction

Faith communities believe that companies should be evaluated not only on what they produce and
their impact on the environment, but also on how they contribute to sustainable community and
protect or undermine the dignity of the human person. We believe that these companies carry
responsibility for the human and moral consequences of their economic decisions.

This report is an analysis of the Royal Dutch/ Shell Group of companies’ policies and procedures.
It seeks to measure the extent to which the company can be considered a responsible corporate
citizen. It is based specifically on research carried out by the Ecumenical Council for Corporate
Responsibility between January and May 2001, but has also been informed by the dialogue that
ECCR has had with the company since 1994.

Bench Marks

The basis for ECCR’s analysis is the document Principles for Global Corporate Responsibility:
Bench Marks for Measuring Business Performance. This document forms a tool for measuring
the extent to which companies act in a responsible manner. It was drawn up through the
collaboration of faith communities in the United Kingdom, the United States and Canada. These
groups are ECCR in the UK, the Interfaith Centre on Corporate Responsibility (ICCR) in the US
and the Taskforce on the Churches and Corporate Responsibility (TCCR)’ in Canada and who
have worked for over twenty-five years on issues of corporate responsibility.

The Bench Marks standards arise from jointly held beliefs, which are based on the faiths of the
participant groups. They draw upon a wide range of generally accepted standards on issues such as
the environment, working conditions, indigenous peoples’ rights and issues of diversity and
inclusion, and which ‘responsible’ companies should adhere to.

The Bench Marks framework considers the following levels of analysis:

Principles. This sets out a statement of business philosophy that is fundamental to a responsible
company’s actions. This should be taken as a starting point from which statements may be made
about a company’s philosophy and intentions.

Criteria. These refer to particular company policies and practices which might be developed and
that can be compared for consistency with the Principles. This shows the extent to which the
company is committed to social and environmental responsibility.

Bench Marks. These are specific reference points for measurement and show the extent to which
policies are implemented to reflect the company’s corporate responsibility philosophy.

This report uses the format and numbering of the Bench Marks document. As it seeks to look at
the company’s level of commitment to and implementation of responsible practice, evidence is
presented only in relation to the latter two indicators.

 Now known as KAIROS, Canada
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Methodology
A two-stage process has been used in the preparation of this report. Firstly ECCR performed its

own analysis of the company’s policies and procedures in relation to the Bench Marks framework.
The initial conclusions were then sent to the company with an invitation to respond.

ECCR’s initial analysis was, for the most part performed as an ordinary shareholder, and based on
publicly available information about the company. Many different sources of information were
examined. This included documents produced by the company, media sources, industry journals
and materials produced by other commentators including NGOs and unions. ECCR also made use
of some of the research of the Ethical Investment Research Service (EIRIS).
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Initial Conclusions

The Bench Marks framework is both comprehensive and detailed in nature. ECCR would not
expect to find information related to all Criteria and every single Bench Mark in the company’s
public reporting, although we would expect to find commitment to the Principles from which they
are derived.

Whilst it is clear from our analysis that many of the company policies do address these Principles,
in many cases there was less clarity about some of the mechanisms by which those Principles are
implemented.

It was hoped that by sending a draft of this report to the company, many of these gaps would be
filled.

Our initial analysis prompted many specific questions. Some were simple matters of clarification
on information given, others, such as many of those under the heading of indigenous peoples,
questioned whether or not relevant policies or mechanisms were in existence. The areas that we
considered most salient to the company were as follows:

General comments

There are several instances in Shell Reports where the company states that it operates a certain
procedure, e.g. screening suppliers for use of child labour, recognition of unions in negotiations,
training in business principles in a particular number of countries. Whilst this is helpful in
allowing the reader to realise that a certain policy may not be limited to a handful of countries, it
limits assessment of whether such a procedure applies to all employees etc. in that country or just a
small proportion. Nor does it indicate the proportion of total (worldwide), employees,
procurement, etc. covered.

To put these figures in context, Shell states that it operates in over 135 countries. ECCR could not
however find an exact number in any of the printed materials surveyed or on the company website.

Ecosystems
It is clear that Shell companies must set environmental targets; it is less clear as to whether there is
any degree of similarity between those targets.

Group environmental minimum standards state that water from chemical processing facilities must
be processed before release. It is not clear whether there is a minimum standard for this.

Major installations are ISO14001/ EMAS certified, although there is no definition of what is a
major installation. As such it is unclear what proportions of total sites are certified.

Environmental reports do not provide data for each facility/ Shell company/ country of operations.
How many Shell companies actually produce publicly available environmental reports?

It is clear that there are clear strategies and targets for reducing the Group’s direct environmental
impact. However, arguably the greatest impact of the company is an indirect one, from the use of
its products. The company has made commitments to reducing this, however implementation of
this is less clear. It is not clear whether the company have a strategy for managing the transition
away from fossil fuels to renewable forms of energy.
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Local/ national communities

Although environmental impact assessments are carried out as matter of course, it is not clear
whether social impact assessments are always automatically conducted alongside or as part of
these.

Are waivers negotiated to environmental standards elsewhere, as in Nigeria?

How does the company reconcile differences between national laws and business principles if they
conflict? By what mechanisms is it decided whether the company could be a ‘positive influence’?

Would the company withdraw from a country if there were a recognised authority asking it to do
so because of human rights abuses (or for other reasons)? Are there any specific indicators that
would cause the company to divest from a country/ region?

Is there a formal human rights review process at board level?

It is not clear what types of consultation mechanisms are employed with local communities; for
example, do all sites have community liaison officers? Is consultation done as matter of course or
only where there are anticipated problems?

Indigenous communities

There seems to be a general lack of specific policy towards indigenous peoples and their specific
needs. Are there any group-wide guidelines/ mechanisms for sharing good practice or are things
dealt with on a case-by-case ad hoc basis?

It is not clear whether the company would go ahead with operations without obtaining the express
permission of indigenous leaders.

It is not clear what type of issues are included in memorandums of understanding with indigenous
groups, and specifically if they allow, in any instances for joint decision-making procedures?

Employees

There was a general lack of information on policies of employment, particularly on employees
with disabilities, although it is likely that detailed policies exist for internal use within the
company.

It is unclear whether the company aims to reflect local cultural, ethnic or racial population
composition in its workforce, and if so whether it undertakes any form of positive action for any
particular group of employees.

Although it is clear that Shell companies must have health and safety management systems in
place, it is unclear whether training information on health and safety is automatically available in

local languages, and in unwritten form if necessary.

It is unclear whether all health and safety incidents, or potential incidents (breaching the law or
Shell standards) are formally investigated.
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The company does not mention if it has a procedure for dealing with forced labour if it is found to
be taking place, either directly, or through suppliers, business partners, contractors? Is there a
mechanism for sharing good practice?

Suppliers/ contractors/ joint ventures/ business partners

Although it is clear that screening does take place in many instances, it is unclear what proportion
of total procurement/ contracted out work is screened for compliance with the group’s general
business principles. Where this does occur it is unclear whether it is done by Shell or by external
bodies.

What specific mechanisms are there to address unethical behaviour by business partners/
suppliers? If so, is there any time scale attached to these?

Is there a mechanism to ensure that any strategic investments that Shell companies might make in
other oil companies are in accordance with the Group’s general business principles?

Consumers
Are product safety data sheets available for all chemical and oil products?
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THE WIDER COMMUNITY
Section 1.1 - ECOSYSTEMS

Criteria

1.1.C.1 A company-wide environmental code has been adopted and implemented.

The company has a Group-wide environmental policy and commitment statements. It also has a
set of minimum environmental standards, based on OECD standards. This requires water from
chemical processing facilities to be processed (although does not state to which levels), sets limits
on produced water discharges to North Sea standards, precludes the release of oil-based muds to
sea, sets out minimum standards of emissions of nitric and sulphuric oxides (OECD standard) and
requires minimisation of use of CFCs and Halons. It also requires monitoring — specifically in
relation to groundwater contamination, verification of all environmental performance, the
provision of product safety data and reporting of incidents.

Group policy also requires that each Shell company must have a systematic Health, Safety and
Environment system, to ensure compliance within the law and to achieve continuous
improvement. Environmental performance targets must be set by each Shell company and
performance must be monitored. It is not clear however, the extent to which targets are
comparable across the Group.

The Group has set some Group-wide environmental targets. These are to eliminate all unnecessary
flaring by 2008 and to reduce total CO, emissions to 10% below 1990 levels by the end of 2002.

The company claims in various documents that over 95% of major installations are ISO 14001 or
EMAS certified.'® It is not clear however what is meant by ‘major’ installation or what proportion
of total sites this covers.

1.1.C.2 An active environmental committee has been established by and reports to the board.
See also 2.7.C.1. The 2000 Annual Report states that in 1997 a Social Responsibility Committee
was set up for Shell Companies. It is composed of members appointed by the board of Shell
Transport and Trading and Royal Dutch. This reviews the conduct of group companies in relation
to the Group’s Statement of General Business Principles and also health, safety and environmental
policies.

1.1.C.3 The company has in place appropriate management systems to implement its
policies.

One of the minimum expectations set out in the 1999 Shell Report is that all Shell companies must
have external certification on environmental management systems.

The company claims in The 2001 Shell Report that over 95% of their major site environmental
management systems are certified according to the ISO 14001 standard. It is not clear what
constitutes a ‘major’ site.

' ISO 14001 is an international standard for environmental management systems developed by the International
Organisation for Standardisation. ISO 14001 is endorsed by the British Standards Institute. EMAS stands for the
Eco-Management Audit Scheme, a voluntary scheme developed by the European Union to promote continuous
improvement and communication of environmental performance. Since 2001 it has also incorporated the ISO 14001
management system.
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1.1.C.4 Environmental assessments are completed by the company in which the unused,
unexploited natural resources are stated as assets of the community.

The company has committed itself to conduct environmental assessments, including potential
impacts on biodiversity, prior to commencing new activities and before significant changes are
made to existing ones. The group expects that actual environmental impacts are assessed and
reported.

However, there is nothing in the material surveyed to suggest that unexploited natural resources
are specifically stated as assets to the community.

1.1.C.5 The company provides to the public regular reports on its environmental
performance and future plans. These are based on a pattern of environmental auditing and
reporting according to a recognised standard (such as CERES, ICC Business Charter for
Sustainable Development or any other appropriate standardised format) and include data
for each facility.

See also 1.1.B.6, 1.1.B.7. Regular reports are produced on environmental performance. Absolute
data is given as well as a number of indicators that indicate the extent of impact. Shell Reports
give aggregate data for the entire group, although this is not broken down to enable comparison
between operations. Some Shell companies, although not all, publish environmental data in an
annual report.

According to the 2001 Shell Report the company is in the process of developing a set of key
performance indicators looking at environmental, social and economic aspects of performance to
assist with the process of setting targets, reporting and verification. It is unclear what this is likely
to mean in practice or how long it is anticipated that the process will take.

The 2000 report Progressing Towards Sustainable Development mentions certain operations
where, it states, widespread consultation with local stakeholders is carried out. There are few
specific details about this, however, for example, at which stage of the decision making process
such consultation is carried out.

The company is a signatory to the ICC Business Charter for Sustainable Development.''

1.1.C.6 The company holds public consultations and seeks collaboration from interested
individuals and groups to review both its past performance and its future plans, including
the location of new facilities.

Various company publications give evidence that it has held public consultations around specific
issues, particularly environmental and including the location of some new facilities. It is unclear,
however, at what stage this consultation takes place, i.e. if it occurs before a decision is taken to
develop a particular site.

ECCR has also been engaged in dialogue with the company on issues including environmental
performance for several years.

TEIRIS
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1.1.C.7 Where environmental damage does occur, every effort is made by the company to
reduce its impact immediately, to provide technical data to those working on the
containment and repair, to restore the damaged ecosystem and to ensure appropriate
measures are taken to redress injuries to persons caused by environmental hazards created
by the company.

One of the Group minimum expectations set out in the 1999 Shell Report is that all serious
environmental incidents are analysed and reported to a member of the Committee of Managing
Directors. ECCR has learned in its discussions with the company that this must be done within 24
hours of the incident occurring.

The 1999 Shell Report refers to the fact that the Group uses a recognised risk assessment method
to find out if contaminants pose a threat to health or the environment which helps them to decide
which action to take. It is unclear what this means in practice.

Data provided by the company on responses to environmental damage relates mainly to oil spills.
The Shell Report for 2000 highlights a case of a spill occurring at an operation in Bolivia. It states
that Shell and its partners acted immediately with local communities and NGOs to clean up and
meet the needs of those whom it affected. Other examples cited by the company include a
community response centre set up in Malaysia in 1997 to handle claims after an explosion at a
chemical plant.

With reference to some spills in Nigeria the company has stated that its ability to deal effectively
and quickly with spills has been hampered in some cases by the actions of the local community,
but that it has sought to do so as effectively and as quickly as possible.

There have been reports, in the past, of the company deliberately causing environmental damage.
For example, reports in the UK indicated that the company deliberately flushed oil into the River
Mersey in 1990."2 (Subsequently, in 1997, Shell was seen to introduce tighter and more
progressive social and environmental policies.)

1.1.C.8 The company has policies, practices and procedures to prevent pollution, reduce
resource and energy use in each stage of the product or service cycle.

a) Direct impact

See also 1.1.C.1, 1.1.B.10. Various publications make it clear that the company is working
towards this with respect to its own operations. Examples range from the encouragement of
responsible use of office paper, to the reduction of energy use and recycling of oilrigs. The Shell
Report states that the company’s Latin American forestry operations have been awarded Forest
Stewardship Council certification.

The company has committed itself to reduce CO, emissions by 10% of the 1990 level by 2002. It
also aims to eliminate unnecessary flaring from installations (this was seen to be a particular
problem in Nigeria). The target date set for this to occur is 2008, indicating that these targets and
policies reflect commercial as well as environmental interests.

12 See for example, Corporate Watch report on Shell (Corporate Watch c. 2000)
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b) Product impact

It is less clear how the company is addressing the impact of its products, especially in relation to
climate change. The company has committed to investing between $500m and $1bn on developing
renewable forms of energy over the next five years, primarily in solar and wind energy. This does
remain however a relatively small part of the overall Group, estimated at about 2% of the Group’s
total capital investment."

NGOs such as Friends of the Earth and Greenpeace have criticised the company for not doing
enough to work towards the transition away from fossil fuels. They have however noted that both
Shell and BP are regarded as being of the more progressive oil companies on these issues.

The company also states that it is working to introduce cleaner fuels.

Shell Oil (US), along with two other companies have recently been held liable for polluting
drinking water in California with methyl tertiary butyl ether (MTBE), a petrol additive, designed
to make fuel burn cleaner. MTBE was classed by the Jury as a ‘defective product’ and that Shell
Oil withheld information about its potential dangers. The case was filed in 1998. A number of
similar cases, involving Shell Oil and other companies including BP, Chevron and Exxon Mobil
are pending across the US."*

Bench Marks

1.1.B.1 Natural resources which become an asset to the company are stated as a debit to the
community.

There is nothing in the material surveyed to suggest that this is specifically stated.

1.1.B.2 Environmental assessments are made periodically and include, but are not limited to:
e Environmental impact
e Physical infrastructure impact
e Social infrastructure impact
e Cumulative (synergistic) impacts
Environmental impact assessments are carried out. The company also mentions social impact
assessments being carried out but does not say if these are applied as a matter of routine at the start
of all projects.

Aggregate Group environmental performance is publicly reported in the annual Shell Report.

1.1.B.3 The company has a policy which includes performance standards relating to:
e Protection of the biosphere

Sustainable use of natural resources

Reduction and disposal of wastes

Reduction of anthroprogenic greenhouse gas emissions

Risk reduction

Safe products and services

Environmental restoration

Informing the public

" Financial Times 15" June 2001, cited by EIRIS
' EIRIS

43



The company has adopted and implemented at least one or more of the recognised
environmental monitoring systems.
See also 1.1.C.1, 1.1.C.5. The company has made various commitments to all of the above.

The Group has a mandatory Health, Safety and Environment policy, which must be applied by
every Shell company. Group companies are also required to have an environmental management
system.

There are minimum standards for some aspects of environmental performance that Shell
companies must comply with. The company also has a Group-wide target to reduce greenhouse
gasses by 10% of 1990 levels by 2002 and has implemented various methods to achieve this
including the eventual elimination of flaring and venting, emissions trading and incorporating the
potential costs of carbon taxes into decision making.

There have however been some concerns over some of the company’s actual or potential
operations in sensitive environmental areas. These have included exploration rights in the Kirthar
National Park in Pakistan and Sundarbans Nature Reserve in Bangladesh. Citing commercial
reasons, the company sold the former in 2001. It has pledged not to explore in the Sundarbans
Reserve itself, although environmentalists fear that the surrounding area is equally sensitive and
should be protected.'” The company has stated that it does not feel it necessary to establish ‘no-go’
areas precluding development in exceptionally sensitive regions.

1.1.B.4 Environmental performance standards are set and applied on a comparable basis
throughout the company’s operations.

See 1.1.C1. The group sets minimum environmental standards for its operations worldwide and
states that Group companies must set targets to improve upon these.

Whilst environmental targets are set at individual company level it is unclear as to the extent that
all of these are comparable across the entire group. Group-wide targets exist in relation to the
reduction of greenhouse gasses and to the elimination of venting and flaring.

1.1.B.5 The company is in full compliance with all international, national, and sub-national
environmental regulations and breaches are recorded.

The company website states that Shell companies must comply with Shell standards or national
standards whichever is higher. In Nigeria however, ECCR has established that the Shell Petroleum
and Development Company (SPDC) has negotiated some waivers to government standards. It is
unclear the extent to which this happens elsewhere.

One of the Group minimum expectations set out in the 1999 Shell Report is that all serious
environmental incidents are analysed and reported. Serious incidents, and a root cause for them
should be reported to the Committee of Managing Directors.

The UK Environment Agency lists Shell UK as being in its top 10 list of polluters for 1998.° The
company is not, however, mentioned in The Environment Agency’s latest list of top polluters (for

'3 See for example, Friends of the Earth campaign material, www.foe.org.uk
16
EIRIS
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2000) whilst its Stanlow complex is mentioned as having achieved reductions in emissions of
volatile organic compounds.'’

1.1.B.6 The company discloses for each of its operations the same categories and levels of
information as are required in their ‘home’ country.

The Group reports aggregate environmental data in the Shell Report, although it does not break
this down further by country/region or company. Various Group companies, but not all, produce
their own reports or publish data on their websites. From those reports surveyed similar categories
of information are covered, however there does not seem to be a uniform reporting pattern and
comparing between country operations cannot be done in an immediate way.

1.1.B.7 An annual, standardised, environmental report, including data on the extent to which
performance goals have been met, is publicly issued and its contents are verified by an
external independent authority.

The company does produce an annual environmental and social report (The Shell Report). This
includes data in relation to the company’s overall performance goals. Several individual Shell
companies (but not all) have also published such information and this is available via the Internet.

The company states that the 2001 Shell Report is broadly based on the framework of the Global
Reporting Initiative. Shell Reports generally include comparative year-on-year data and the
content of the reports is generally comparable from year to year.

Some elements of the Shell Report are externally verified by KPMG and PricewaterhouseCoopers.
Verification tends to be limited to data charts and a few case studies or statements. The verifier’s
statement makes clear that, whilst for some elements the data itself has been verified, for others
they have limited verification to an understanding of management and reporting systems or
verification of the process used to aggregate data. The level at which verification is carried out is
made clear for each set of data. KPMG is also the Group’s financial auditor.

1.1.B.8 On-going environmental performance evaluation is conducted and the results are
periodically audited by an independent auditor. The results of the audit are reported to the
stakeholders.

See 1.1.B.7. The publicly available Shell Reports analyse some aspects of environmental
performance in relation to past and targeted performance — although this is at a fairly aggregate
level.

1.1.B.9 Employee remuneration/compensation packages, especially those of senior
executives, are linked to corporate environmental performance.
Group policy states that Shell companies should include HSE performance data in staff appraisal
and reward. It is unclear as to what this means in practice, however.

1.1.B.10 The company introduces changes in product design and process technology in order
to reduce life cycle impacts.

See also 1.1.C.8. The company reports on several ways in which it is working to reduce life cycle
impacts. This includes methods of reducing the company’s own impact through greater use of
recycling (especially oil platforms), super sites, ‘smart wells’ and a ‘twister strategy’ which it

' Spotlight on business environmental performance 2000 The Environment Agency
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claims will lead to emission free natural gas processing. The company also is seeking to eliminate
unnecessary gas flaring by 2008.

According to The Shell Report the company has started including the possible financial cost of
greenhouse gasses in investment decisions for new large projects. The report also states that an
experimental internal carbon trading system is in operation.

The Group states that it is also committed to reducing the environmental impact of those using its
products and that it is working towards producing cleaner fuels (although it admits that sometimes
producing these requires more energy input) and developing renewable energy sources.

‘Clean’ forms of energy however, remain a relatively small part of the overall Group and the
company predicts that the main form of energy for at least the next 30 years will come from
hydrocarbons. The company is developing renewable forms of energy and has committed to
investing US$ 1.5 - $1bn in this sector over the next five years. It is estimated that by 2006 this
will amount to around 2% of the Group’s capital investment.'®

Section 1.2 - NATIONAL COMMUNITIES

Criteria

1.2.C.1 The company pays appropriate taxes and uses no covert means (such as inflated
internal or transfer prices) for removing profits from a host jurisdiction.

See 1.2.B.3.There is nothing to indicate that the company behaves in any other way on a
systematic basis. However, according to a Filipino Journal, the Shell company, Pilipinas Shell
Petroleum Corp, deliberately delayed declaring shipments of crude oil prior to Philippine law on
oil sector deregulation taking effect so as to gain from the tax differentials of doing so."”

1.2.C.2 In instances where legislation or actual practices of any public institution violate
fundamental human rights, the company does everything in its power to maintain respect for
those fundamental rights in its own operations. The company also seeks to exercise its
corporate influence to contribute to the establishment of such fundamental rights.

The Shell General Business Principles support the UN Declaration on Human Rights.

The company has developed a primer for managers on respecting human rights and in 2000
developed policy on provision of security, one area in which there is an obvious human rights
concern. The company has reported in the 2000 and 2001 Shell Report that there have been some
difficulties ensuring contractors implement this, despite training and guidance being given. The
2000 report states that contractors will be changed if improvements are not seen.

The implementation of the human rights policy is monitored and verified by KPMG and
PricewaterhouseCoopers.20 It is unclear however, what sort of indicators are used to do this and
what exactly monitoring entails.

" EIRIS
' Business World (Philippines) Aug 16", 2001
** EIRIS
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The company has notoriously been heavily criticised for not doing enough to protect human rights
in Nigeria, particularly in relation to the execution of Ken Saro Wiwa in 1995. Ken Saro Wiwa
was an activist and poet who protested against SPDC operations.21

A recent ECCR delegation to the Niger Delta reported on what it saw as a lack of clarity locally
about the Shell Petroleum and Development Company’s relationship with government security
forces, even though the company had implemented the Group Security Guidelines.*

The company has stated in the 2001 Shell Report that in some instances national laws preclude
implementation of group general principles in joint ventures. Shell is obliged to uphold national
laws and states that it must make a judgement on whether its contribution will be positive. It is
unclear what this means in practice. Presumably this dilemma may also apply in circumstances
where operations are not part of a joint venture.

1.2.C.3 The company has a policy that it will withdraw from a country in instances where
there are gross and systematic violations of human rights and where there is a recognised
movement from within calling for withdrawal.

From the information surveyed this does not seem to be a specific policy. The Shell Management
Primer Human Rights and Business does state, however, that operating companies have the
responsibility to identify existing and potential human rights issues, which may arise in their areas
of occupation.

The company does make statements to the effect that its presence in a country will remain
dependent on its ability to operate in line with its global business principles. However, statements
made in the 2001 Shell Report indicate that because of the long-term nature of its investment
business it also considers the long run implications and not just the ‘situation of the day’.

The Shell Report 2000 states that some investment decisions are screened for issues such as human
rights. It is unclear what this means in practice or in which instances this procedure has been used.

1.2.C.4 An active human rights committee has been established by and reports to the Board
of Directors.

See also 1.1.C.2. There does not appear to be a specific human rights committee, however a social
responsibility committee does exist which presumably deals with issues of human rights.

Bench Marks

1.2.B.1 A senior executive is responsible for all matters of human rights.

The Group has indicated to EIRIS that it has assigned responsibility for human rights policy and
management systems to a member of the Board.*

1.2.B.2 All contraventions of health and safety laws are reviewed and recorded, and
corrective action is taken.

The Shell Report for 2000 states that all fatal accidents are investigated, although there is no
specific mention of other less serious or potential incidents.

?! See for example Corporate watch campaign material.
2 ECCR, When the Pressure Drops, April 2002, which now forms the first part of this report
23

EIRIS
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The company also mentions that as part of HSE policy there are systems in place to ensure
accident prevention.

1.2.B.3 Taxes are paid by the company within the appropriate jurisdictions.

See 1.2.C.1. There is nothing to indicate that the company behaves in any other way on a
systematic basis. However Pilipinas Shell Petroleum Corp has been accused of delaying the
declaration of shipments of oil to take advantage of changes in the law.**

1.2.B.4 Operations in countries which consistently violate the UN Charter of Human Rights
are reviewed annually by the Board of Directors.

See 1.2.C.3. There does not appear to be a specific review process for existing operations.
However various group publications do state that operating companies have responsibility to keep
aware of the human rights situation. It would be reasonable to assume that this forms part of the
letter process detailed in 2.4.B.2. However, ECCR was unable to establish positively whether or
not this was the case.

According to the Shell Report for 2001 the company does consider human rights issues when
screening for new investments and when considering entering into a country.

1.2.B.5 The company discloses labour and human rights tribunal cases and lawsuits settled
or decided against the company, in addition to any pending lawsuits that might have a
significant material effect on the company.

It is not clear what company policy is on disclosing tribunals and lawsuits. Shell Reports give
aggregate details of fines as a result of cases found against the company — mainly for
environmental damage according to the 2000 Shell Report.

However, there does not, from the material surveyed, appear to be any specific mention of pending
cases other than company responses to the media.

At the time of writing it has recently been declared that the company could be tried in the United
States over the death of Ken Saro Wiwa. It does not appear that the company has made a specific
announcement about this, although it has responded to the press on the issue.”

1.2.B.6 The company subscribes to the principles expressed in the 1977 International Labour
Organisation Tripartite Declaration of Principles Concerning Multinational Enterprises and
Social Policy.

See also 2.1.B.1. The tripartite declaration is not mentioned specifically, however Shell’s policy
statements are in line with many of the principles set out within it. The company has, however,
made statements that it broadly supports the ILO Declaration on the Fundamental Principles and
Rights at Work.

** Business World (Philippines) Aug 16", 2001
» AFX Europe March 6™ 2002
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Section 1.3 - LOCAL COMMUNITIES

Criteria

1.3.C.1 Respect is shown by the company for the local community, especially with regard to
water, land, air, food, energy, religion, and culture.

The company makes various aspirational statements about this and gives several examples in the
Progressing Towards Sustainable Development report of where it has sought to demonstrate this
by consulting communities and modifying its operational plan to mitigate impacts on local people.

The 1998 Health, Safety and Environmental Performance Report states that all major installations
have been assessed for soil and groundwater contamination, and that control mechanisms should
have been in place by 1999 to detect off-site contaminants. ECCR was unable to establish whether
this target was fulfilled.

The company has experienced significant criticism for the impact of some of its operations, even
where it had taken significant precautions. A good example of this is the company’s exploratory
operations in the Camisea oil field in Peru. After a disastrous initial experience whereby workers
introduced previously unencountered, and thus often fatal, diseases to indigenous groups, the
company undertook significant studies of the environmental and social impacts of operations. The
company agreed, notably, not to construct roads, relying on air and water transportation to the site,
and to take stringent measures to minimise impact on the peoples concerned.

The operation was held up as a model of good practice of the oil industry operating in sensitive
environments. However groups such as Rainforest Action Network have criticised this saying that
local people still encountered difficulties with hunting, were not given enough information on the
project, the potential impacts from it and what they could expect in terms of compensation.*

The company was also heavily criticised for its exploration operations carried out with Occidental
in Colombia on the traditional land of the U’wa people. The U’wa have expressly opposed that
project and famously, threatened mass suicide if operations continued. Shell pulled out of this
project in 1998.*

In Nigeria, ECCR is aware that oil wells have been situated near, and have caused pollution on
sacred sites.

1.3.C.2 The company consults with the local community and gives support for activities
which enhance the quality of community life.

See also 1.3.B.2. The company website makes many aspirational statements in relation to dialogue
with stakeholders. It is unclear about the mechanisms by which this occurs. Various examples of
consultation and dialogue are cited in various reports. In countries such as the UK this seems to be
well developed, but lines of communications set up in other countries, especially developing
countries, seem less clear.

2 See for example, New Internationalist November 2000, ‘Peru Goes Beneath the Shell’ — Multinational Monitor,
May 1997.
T Capital Punishment: UK Insurance Companies and the Global Environment p.45 Friends of the Earth 2001
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The company website gives a general outline of the ways in which Shell companies seek to
support local communities such as education and skills development, youth and enterprise
development and medical and welfare programmes.

1.3.C.3 Employees are encouraged to participate in local community activities and
organisations.

The company website states that in the UK Shell supports employees who participate in
community organisations through a scheme whereby staff can apply for a grant of up to £500 to
support their activity. London Offices have a mentoring scheme, encouraging employees to get
involved with schools and Centrepoint a homeless charity based in London.

It is not clear to what extent similar opportunities are available to employees based outside of the
UK.

1.3.C.4 The company seeks to develop long-term business relationship in local communities
and does not terminate its operations without assessing the social, economic and
environmental impact on the local community.

See 1.3.B.3. The Shell Report for 2001 states that the majority of its employees are local staff and
that policies exist to promote the use of local contractors and suppliers in many Shell companies.
In 2001, for 112 countries more than 50% of total spend was on local goods and services. The
2000 Shell Report makes a commitment that at least one third of Shell’s expenditure will continue
to be spent on a local basis.

Shell’s 2001 Progress to Sustainable Development Report makes several aspirational statements
and some examples of how it works to encourage skills and technology transfers to local workers.
For example, an initiative in Oman to offer vocational training to local people to set up their own
companies to supply services to Shell and other companies and an initiative in Gabon, designed
together with the communities affected and social experts to discourage community dependence
on the company for provision of facilities.

Shell South Africa recently announced that the Group had recently embarked upon a scheme
enabling local South African companies to tap into the company’s global procurement operations.
The company expressed hope that this could be extended to other developing countries.”®

The 1999 Shell Report states in reference to European restructuring that it had worked with local
and national governments to ensure continued development where plants had closed. It is not clear
to what extent this applies elsewhere as matter of policy.

1.3.C.5 The company is careful of the impact of its power and influence especially in its use
of the local media and its advertising strategies.
This cannot be determined from the material surveyed.

Bench Marks

1.3.B.1 The company decisions are made in accord with the UN Declaration of Human
Rights, the Convention on the Elimination of All Forms of Discrimination Against Women
and the International Convention on the Elimination of All Forms of Racial Discrimination.

*¥ Business Day (South Africa) Feb 25™ 2002
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The company specifically supports the UN Declaration on Human Rights in its business
principles. There is no specific mention of the latter two conventions. However, it is clear from
various publications that the group policy does address these issues.

1.3.B.2 Community consultation mechanisms are established and used.

See 1.2.C.2. The company makes general statements about consulting with communities and
various documents assert the company’s commitment to engagement with stakeholders. However,
it is not always clear as to the mechanisms and procedures that are employed to do this. It is clear
in some cases that various committees have been set up with communities to look at certain issues.
It is unclear as to whether these would occur automatically, as part of normal community relations
or only in certain circumstances.

It is also unclear as to whether independent social impact assessments are made as a matter of
course before new operations commence as are environmental impact assessments. Although, it is
clear (for example the Camisea project mentioned in 1.3.C.1) that this has taken place in some
instances. The 2001 Shell Report states that Shell companies in 53 countries have a procedure for
assessing social performance of operations. It is unclear at what stage in the operations these
assessments are performed or what proportion of operations in each country these procedures
cover.

1.3.B.3 The company has a plant closure policy which provides for proper notice and
transitional arrangements for employees.

See 1.3.C.5. The 1999 Shell Report states that in Europe the company goes through a period of
employee consultation before closing plants. It states that it offers assistance to those losing their
jobs and has worked with local and national governments to regenerate local economies. It
mentions a site in France as an example. It is unclear to what extent this happens elsewhere.

1.3.B.4 Donations of money, service and assistance are made to the community and
charitable organisations.

The Group is involved in such activities. The 1999 Shell Report states that between 1989 and 1999
Shell companies around the world contributed US$69m to social and environmental causes.

In 2000, the Group set up and endowed the Shell Foundation, an independent grant-making
charity. According to the 2001 Shell Report its current projects are involved with helping low
income communities in developing countries access modern energy services, micro-enterprise and
youth enterprise.

Section 1.4 — INDIGENOUS COMMUNITIES

Criteria

1.4.C.1 The company communicates its business plans in a way that the local indigenous
community can understand.

See 1.3.C.2,1.3.B.2. It is unclear whether the company has any group-wide or specific mechanisms
for communications with indigenous groups.

The Progress to Sustainable Development report states that Shell Canada has signed agreements

with indigenous groups. The company is party to another, wider industry agreement with the
Athabasca Tribal Council.
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The Shell Report 1999 refers to a forthcoming management primer on indigenous peoples
although ECCR was unable to locate a copy of this.

1.4.C.2 The company seeks and receives approval from the legitimate local indigenous
leadership prior to beginning any business activities.

The company gives various examples of where it has reached agreements with indigenous
communities prior to commencing operations. However, it is unclear what issues these agreements
have covered, whether communities have given specific approval for operations and whether the
company would commence activities if approval from indigenous communities were not received.

Until 1998, as part of a consortium led by Occidental, Shell was involved in exploratory activities
on the traditional land of the U’wa peoples in Colombia, who at the time were, and still are,
heavily opposed to the project. Shell pulled out, citing financial reasons.”’

1.4.C.3 The company, with the co-operation of the indigenous peoples concerned, performs a
holistic comprehensive study of its potential environmental, physical, social, economic,
cultural and spiritual impact on the community and modifies its business plan to ameliorate
potential harm.

See 1.3.C.1. It is clear that the company has attempted to do this in many cases; however there
does not appear to be a group-wide policy on indigenous peoples.

The 1999 Shell Report gives details of the company’s actions to obtain information on and re-route
a pipeline around marine areas claimed by an indigenous tribe in the Philippines. Shell Canada
website gives evidence of taking into account cultural and spiritual aspects of indigenous people’s
heritage in connection with developments for example allowing certain ceremonies to take place
prior to operations. The document Progressing towards Sustainable Development mentions that
Shell Canada has signed various partnership agreements with indigenous peoples, and is part of a
wider industry agreement with the Athabasca Tribal Council.

The company also acted to mitigate impacts of its operations in the Camisea oil fields in Peru,
although this was not without criticism.

1.4.C.4 The company provides employment and training opportunities to, and actively
recruits from, indigenous communities for all levels of employment.

Shell Canada, specifically states that it takes part in such initiatives, however it is unclear as to the
extent this happens elsewhere.

1.4.C.5 The company’s employment policies and practices fully accommodate the cultural,
spiritual and social needs of employees who are members of indigenous communities.
This cannot be determined from the information surveyed.

% See for example campaign materials of Rainforest Action Network
http://www.ran.org/ran_campaigns/beyond oil/oxy/uwa_facts.pdf
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1.4.C.6 The company develops a transparent process for the inclusion of indigenous peoples
as full participants in business decisions.

See also 1.4.C.3. There is evidence of this occurring to some extent in Canada, Shell Canada
having signed several memorandums of understanding with indigenous groups. However, in many
instances it is not clear what issues the memorandums actually cover.

It is not always clear that the company attempts, or is able to include indigenous peoples in
decision making as a matter of course elsewhere.

1.4.C.7 The company negotiates a just and equitable economic settlement with the
indigenous community(ies) involved.

Again there is evidence that the company has reached settlements with communities, but it is
unclear if this occurs as matter of course. See 1.3.C.1 for the case of indigenous peoples in Peru —
where allegations were made that the company did not fully inform communities of what they
might reasonable expect from such settlements.

1.4.C.8 The company provides opportunities for all its employees to obtain an understanding
of indigenous culture, treaties, history and current issues.

The Shell Canada website states that that particular Shell Company uses cross cultural training to
promote better understanding of indigenous cultures. It is unclear the extent to which this happens
elsewhere.

Bench Marks

1.4.B.1 The company, through its programmes, policies, practices, and communications
implements the principles expressed in the International Conventions on Human Rights,
Agenda 21 and the International Labour Organisation Convention Concerning Indigenous
and Tribal Peoples in Independent Countries, Convention 169.

It could not be determined from the material surveyed, the extent to which this occurs in practice.
The company expressly supports the UN declaration on Human Rights. No reference could be
found to Agenda 21 and the ILO convention on indigenous peoples during the research leading to
this report.

1.4.B.2 The company, together with the legitimate representatives of the indigenous
community, jointly establishes clear decision-making processes and structures.

See 1.4.C.6. Although the company has reached memorandums of understanding with some
indigenous communities, it is not possible to establish whether these have included joint decision-
making structures.

1.4.B.4 The company adheres to the International Convention on Bio-diversity and ensures
the protection of bio-cultural integrity and intellectual property rights of the indigenous
community(ies).

It cannot be determined whether or not this is the case.

1.4.B.5 The company, as a matter of policy, refrains from litigation that obstructs the

implementation of the recognised rights of indigenous peoples.
This cannot be determined from the material surveyed.
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THE CORPORATE BUSINESS COMMUNITY
Section 2.1 - THE EMPLOYED - Conditions

Criteria

2.1.C.1The company ensures that no person is subject to any discrimination in employment,
including recruitment, hiring, remuneration, benefits, advancement, discipline, termination,
or retirement, on the basis of gender, race, social or ethnic origin, culture, religion, age,
disability, sexual orientation, nationality or political opinion.

The Shell Report 2001 states that the company seeks to operate an equal opportunities policy in
124 countries. The report for 2000 stated that operating such a policy was at that time prevented by
local legislation in three countries. It is unclear to what extent this was the case for 2001.

The Shell Report 1999 states that this policy covers sex, race, religion, ethnic group and physical
ability with reference to recruitment, career planning, remuneration and pension arrangements,
with the vast majority of countries having procedures for all of the above.

According to the 2001 Shell Report, the company is in the process of implementing a ‘diversity
and inclusiveness standard’ it is unclear, however, what this means in practice.

The 2001 Shell Report states that diversity and inclusiveness plans are being incorporated into the
company’s annual targets process. It also states that 90% of senior staff have attended workshops
raising awareness of diversity issues.

2.1.C.2 The company accommodates the cultural, religious and social needs of employees.
The company makes many aspirational statements about respecting diversity. It is unclear if any
specific mechanisms have been set up to address this. However, a Group-wide employee survey
cited in the 2000 Shell Report states that 73% of employees who responded felt that they were
being treated with respect. There is no indication whether minority groups have been specifically
surveyed.

2.1.C.3 The company ensures that no employee is subject to physical, psychological or verbal
harassment or abuse.
This cannot be determined from the material surveyed.

2.1.C.4 The company has a policy which prohibits pregnancy testing as a condition of
employment.

This cannot be determined from the material surveyed, although it is possible that the company did
not feel it necessary to disclose this.

2.1.C.5 The company actively recruits and employs for all positions at all levels, including
management, from the local population.

Various publications state that the majority of staff are drawn from local populations, although it is
not clear the extent to which this is the case for all levels of employment. The company has stated
that by 2003 it aims to have 100% of country chairman positions filled by people from that
country.
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2.1.C.6 Training, development, promotion and advancement opportunities within the
company are available to all employees of the company regardless of status whether full-
time, part-time, short-term or with any other contracts of employment.

The 2001 Shell Report mentions implementing a leadership and development strategy in response
to issues raised by a group wide employee survey in 2000.The report states that this includes a
range of training opportunities specifically for new recruits. It is unclear the extent to which such
opportunities are available to all existing employees and whether this is affected significantly by
status.

2.1.C.7 Al who work within and on the company’s premises, whether permanent,
temporary, or contracted employees, including those engaged in day labour, receive equal
protection especially in provision of equipment, and information concerning their health and
safety at work. This information is provided in the language of workers.

The Group makes various commitments to training with regard to health and safety in the
workplace and it is a Group requirement that every Shell company must have a health and safety
management system. Of the material surveyed, only material on the Shell Malaysia website makes
it clear that all staff, contractors and third parties go through a safety induction programme before
starting work, although it may be that other Shell companies did not feel the need to mention this
specifically.

It is unclear if training materials are automatically translated into local languages or made
available in other easily understandable formats. The Shell Report 2000 mentions that language
was identified as an obstacle to effective training of contractors in Singapore, and that a safety
centre was set up to overcome this. This indicates that local languages are not always used in
training.

2.1.C.8 The company recognises the responsibilities of all workers to their families, and
provides for maternity leave, paternity leave, family leave, compassionate leave.

The company has indicated to EIRIS that in the UK it provides more than the statutory maternity
leave and offers paternity leave. It also offers flexible employment practices and childcare
facilities. It is unclear however if these benefits apply to all employees in every county of
operation. >

2.1.C.9 The company supports and/or provides the essential social infrastructure of child
care, elder care and community services which allow workers, especially women who have
traditionally done this work as unpaid labour, to participate as employees.

This cannot be determined from the material surveyed.

2.1.C.10 Employees are free to organise and join workers’ organisations without
discrimination or interference and to engage freely in collective negotiations to regulate the
terms and conditions of employment. No employee is discriminated against for engaging in
union organising and collective bargaining activities.

See 2.1.B.2. The company states that it allows staff to join unions wherever they exist. According
to the 2000 Shell Report, all but four countries have some kind of formal staff forum. However,
the company states that formal staff channels are mainly used in the USA.

30 EIRIS
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The 2001 Shell Report states that unions are involved in negotiations over employment conditions
in 82 countries. It is unclear what percentage of the workforce this covers globally or in those
countries concerned.

During the 1990s, Shell was involved in disputes with unions in the UK and in Turkey over union
derecognition. In 1993, in the UK, the Transport and General Workers Union launched a boycott
of Shell Petrol Stations after the unions were derecognised at Shell’s Stanlow and Haven
refineries.”’ Turkish Unions launched a similar boycott (also affecting BP and Mobil) in 1996 after
alleged ‘contracting out’ of work to non-union employees, union members being given cash to
leave unions and being threatened with dismissal if they failed to do so.”

2.1.C.11 The company has in place programmes, policies and practices with specific goals
and timelines to ensure equal pay for work of equal value.

The Group equal opportunity policy covers remuneration, however it is unclear as to whether there
is any specific mechanisms to ensure this.

2.1.C.12 The company ensures that at a minimum, all employees are paid a basic wage
which, at least provides sufficient purchasing power to enable employees to meet the basic
needs of themselves and their families.

The Shell Report for 2001 states that all staff receive more than the statutory minimum wage in
their country. It does not elaborate on what this is likely to mean in terms of purchasing power.

2.1.C.13 The company uses an established process to calculate a sustainable living wage. The
process to determine a living wage is used in each of the geographic areas where workers
live.

There is no indication that such a process is used formally by the company, although a purchasing
power measure is used to illustrate the dollar equivalency of the lowest paid worker in The Shell
Report for 2000.

2.1.C.14 The company pays all legally mandated benefits as minimum as standard.
The company does not specifically state this, but it may be that the company did not feel the need
to disclose this.

2.1.C.15 The company limits overtime work to a level that ensures humane working
conditions.

The Shell Report for 2001states that no employee has a contracted working week of over 48 hours.
It does not mention overtime per se although states many employees have found it difficult to
balance their work and private lives.

*! “Oil companies pressed on union recognition’ ICEM Update 16™ April 1998 (International Federation of Chemical,
Energy, Mine and General Workers’ Unions)

32 ‘International union support as Turks boycott Shell, Mobil, BP* ICEM Update 14™ August 1996 (International
Federation of Chemical, Energy, Mine and General Workers’ Unions)
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2.1.C.16 In situations where corporate restructuring is taking place, the company provides
the opportunity for redeployment and retraining of employees in order to offer sustainable
patterns of employment. Formal redundancy/layoff policies are only adopted as a last resort.
See 1.3.B.3. The company states that it does provide assistance to find alternative employment for
those losing their jobs.

Bench Marks

2.1.B.1 The company adheres to the international accords, conventions and covenants
regarding basic employment practices, equality of opportunity, and the elimination of all
forms of discrimination.

The 1999 Shell Report states that the company ‘broadly’ supports the ILO Declaration on
Fundamental Principles and Rights at Work.” This message is repeated in various other
documents. It is unclear as such whether the company fully supports each of the four principles set
down in the declaration.

2.1.B.2 The company adheres to the principles set out in the International Labour
Organisation Conventions on Freedom of Association and Free Collective Bargaining.

See 2.1.B.1 and 2.1.C.10. This convention is not mentioned specifically, however it is a key ILO
convention, related to the ILO Declaration on the Fundamental Principles and Rights at Work.

According to the 2001 Shell Report unions are acknowledged in discussions on employment
conditions in 96 countries and involved in negotiations in 82 countries. It is unclear whether this
also applies to remuneration, why union negotiation does not occur in other countries and the
proportion of the workforce this covers.

2.1.B.3 The company makes available to independent monitors the work records of
employees where there is question of discrimination against labour organising or other
collective bargaining activities.

This cannot be determined from the material surveyed.

2.1.B.4 The company arranges for regular health and safety inspections by qualified
inspectors. The company agrees to take action to rectify any problems in a timely fashion.

It is a Group requirement that every Shell company sets targets for health and safety and must
measure, appraise and report on its performance. It is clear from various sources that as part of this
health and safety inspections are carried out, with the view to address problems uncovered but it is
unclear as to the typical frequency of such inspections.

3 The ILO Declaration on the Fundamental Principles and Rights at Work was adopted in 1998. It affirms that ILO
Member States are obliged to ‘respect, to promote and realise in good faith’ the principles concerning the rights to
freedom of association and the effective recognition of the right to collective bargaining, the elimination of all forms
of forced or compulsory labour, the effective abolition of child labour and the elimination of discrimination in respect
of employment and occupation. These principles relate to the key ILO conventions, setting out Core Labour
Standards. These Conventions are No. 29 on Forced Labour, No. 87 on Freedom of Association, No. 98 on Collective
Bargaining, No. 100 on Equal Remuneration, No. 105 on Abolition of Forced Labour, No. 111 on Discrimination and
No. 138 on Minimum Age. ILO conventions are international treaties, subject to ratification by member states. More
information on ILO conventions can be found at www.ilo.org
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2.1.B.5 The company conducts regular health and safety training for its employees.

See 2.1.C.7. Company publications talk generally about health and safety awareness and training.
The Shell Report for 2000 mentions road safety as a particular problem and gives information on
training and awareness programmes on this issue. It is not, however, specified how often health
and safety training is carried out on average.

The 2001 Shell Report mentions a set of minimum health management standards being adopted,
although it is unclear what these set out. The group is aiming for implementation of these by the
end of 2003.

See 2.8.C.5. The 1998 Health, Safety and Environmental Performance report talks about product
safety data sheets being available in appropriate languages for all marketed chemical and oil
products by the end of 1999, and for all potentially hazardous materials used on Shell sites and in
operations. ECCR could find no specific statements, regarding whether or not this is now the case.

2.1.B.6 A company does not require employees to work overtime on a regular basis.
Employees may refuse overtime without any threat of penalty, punishment, demotion or
dismissal.

This cannot be determined from the material surveyed.

2.1.B.7 The company uses a process, such as the Purchasing Power Index Study or other
equally exact method, that can measure the effects of changes in wages, prices and inflation;
the process is geographic area-specific, and is implemented on a regular basis in order to
adjust wages to provide adequate purchasing power to meet basic needs.

See 2.1.C.13. It is not clear that a method such as this is formally used.

Section 2.2 - THE EMPLOYED - Persons

Sub-section 2.2a — Women in the Workforce

2.2a.C.1 The company recognises that there may be particular barriers to the full
participation of women and takes positive action to diminish these barriers within the
company.

The company states that it recognises that it needs to improve recruitment, retention and
development of women at all levels. It has a target that by 2008 20% of senior managers should be
women. It is unclear what specific action, if any has been taken to achieve this.

2.2a.C.2 The company has in place a ranking of work situations to ensure pay parity among
workers.

According to the 2000 Shell Report there are specific procedures to ensure equality of
remuneration in 134 countries.

2.2a.C.3 The company works to provide resources of social support to enhance women’s

economic empowerment.
It is not clear if the company does this specifically.
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Bench Marks

2.2a.B.1 The company has in place effective and appropriate policies and statements of
equality of opportunity for women in the workforce and these are monitored and maintained
throughout all levels of employment. These are available to all workers in the languages of
the workers.

The company states that it has equal opportunities policies and procedures for recruitment,
selection, induction, remuneration and career planning in 134 countries and for pension
arrangements in 124 countries. It is unclear however if such policies are available to workers and
if so, which languages or other media they are available in.

The company monitors the percentage of women employees in management positions and has a
target for those in senior management positions of 20% by 2008. It does not appear that there are
similar targets for other levels of employment.

2.2a.B.2 The company develops specific goals and measurable objectives to provide women
with true and equal participation in decision-making.

The Shell Report for 2000 states that by 2008 it targets 20% of senior employees being women.
The company has not published such targets for female participation in other levels of
employment. It is not clear exactly what actions the company is taking to reach this goal.

2.2a.B.3 The company provides adequate technical training which contributes to the
advancement of all workers, especially women.

The company includes career planning in its procedures to ensure equal opportunities. It is unclear
however specifically what types of technical training that the company offers to employees,
whether these be men or women.

2.2a.B.4 The company has a policy of responding flexibly to the needs of women regarding
pregnancy and family care without detriment to their employment.

See 2.1.C.8. The company states that it has various employment practices supporting these needs.
It is unclear however whether they are available to all employees of the Group. The Group is also
a member of the Employer’s Forum on Childcare in the UK.*

2.2a.B.5 The company encourages or participates in the creation of child care centres and
centres for the elderly and persons with disabilities where appropriate.

This cannot be determined from the material surveyed.

Sub-section 2.2b — Minority Groups.

Criteria

2.2b.C.1 The company has an employment policy which enables people from minority
groups to be recruited to the company, to achieve progression in employment in the
company and to receive training and promotional opportunities without discrimination.
Minority groups are included within the Group’s equal opportunity policies and procedures.

3* EIRIS
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2.2b.C.2 The company recognises that there may be particular barriers to the full
participation of people from minority groups and takes positive action to diminish these
barriers within the company.

The company makes many general statements about diversity within the workplace. However, it is
unclear if there is any specific group wide policy on positive action towards any group.

In February 2002 the company announced that together with BP it had awarded a $52m shipping
contract to a black community company, as part of Shell’s sustainable development strategy and
the aspirations of the South African Government towards greater black empowerment.

2.2b.C.3 The company has a policy that its work force reflects the racial, ethnic and cultural
composition of the local population at all levels.

In several places the company claims that the majority of its employees are from the country of
operations. There is a target that by 2003 all country chairman positions should be filled by people
from the relevant country.

However, there does not seem to be a specific target for reflecting the cultural and ethnic
composition of the local population. ECCR could not find data indicating ethnic/ cultural
composition of employees, either at group or company level although the Group has indicated that
it operates a monitoring procedure for ethnic minority employees.

Bench Marks

2.2b.B.1 The company complies with the Wood-Sheppard Principles on equal opportunity of
employment for people from minority groups or an equally rigorous code.

This code is not mentioned specifically. Although the company makes many statements about
increasing diversity and minority groups are covered by the equal opportunity policy, it is not clear
if any specific action is taken to ensure equality for people from minority groups.

2.2b.B.2 The company complies with the International Convention on the Elimination of all
Forms of Racial Discrimination.

The convention is not mentioned specifically, although the company may not have felt it necessary
to do so given the existence of a Group equal opportunities policy.

Sub-section 2.2¢ — Persons with Disabilities

Criteria

2.2¢.C.1 The company has in place an operative anti-discrimination policy vis-a-vis persons
with physical and/or mental disabilities, with provisions for the monitoring of compliance
with the policy.

Persons with disabilities are included within the company’s equal opportunities policy.” It is
unclear whether this policy is monitored.

2.2¢.C.2 The company has a policy of employing people with disabilities and of providing the
resources and facilities which enable them to achieve progression in employment in the
company and to receive training and promotional opportunities without discrimination.

35 EIRIS
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The company has indicated that its written policy with respect to persons with disabilities,
incorporates the code of practice recommended by the disability discrimination act which would
include the above, although ECCR has not seen the policy and is unable to confirm this. In the UK
the company is a member of the Employers’ Forum on Disability.*°

2.2c.C.3 When a worker employed by the company becomes disabled, the company
continues to employ that person and provides the modifications necessary to enable the
worker to continue at the previous status. If the worker requires transfer to another position
within the company because of disability, wherever possible, this new job is at the same level;
where not possible, existing remuneration is protected for a specific period.

This can not be determined from the material surveyed.

2.2¢.C.4 The company provides training to all employees about hiring and accommodating
persons with physical and/or mental disabilities.
This cannot be determined from the material surveyed.

2.2¢.C.5 The company recognises there may be particular barriers to the full participation of
people with disabilities and takes positive action to diminish these barriers within the
company.

It is unclear whether the company undertakes any form of positive action for persons with
disabilities, or any other group.

Bench Marks

2.2¢.B.1 The company periodically assesses its hiring and employment practice of persons
with physical and/or mental disabilities and makes necessary correction in a specified period.
This cannot be determined from the material surveyed.

2.2¢.B.2 The company regularly consults with organisations with experience and expertise
regarding the employment of persons with physical and/or mental disabilities.

This cannot be determined specifically from the material surveyed, however the company is a
member of the UK Employers’ Forum on Disability.37

2.2¢.B.3 The company makes the particular accommodations necessary for persons with
disabilities to be able to function in the workplace.
This cannot be determined from the material surveyed.

Sub-section 2.2d — Child Labour

Criteria

2.2d.C.1 The company does not employ, in a full-time capacity, in its own workplaces or in
that of its subsidiaries and suppliers, any child under the age of completion of compulsory
schooling and, in any case, less than the age of 15 years. In countries where the economy and
educational facilities are insufficiently developed, companies may, after consultation with the
young workers, worker associations, and organisations concerned with children’s rights,
labour rights and human rights, initially specify a minimum age of 14 years.

3% EIRIS
ST EIRIS

61



According to the Shell Report for 2001 the youngest employee employed by Shell directly is 16. It
also states that a procedure is in place to prevent the use of child labour in Shell operations in 112
countries. In 2001 a procedure was in place to screen suppliers in 55 countries (27 having a
procedure requiring suppliers to screen their contractors/ suppliers). A procedure was in place in
76 countries to screen contractors (with a procedure requiring contractors to screen their
contractors/ suppliers in 33 countries). It is unclear what proportion of the workforce or percentage
of suppliers this covers in any particular country.

From information in the management primer on child labour it would appear that procedural
methods to ensure this vary between Shell companies.

2.2d.C.2 The company, when it has taken advantage of the above exception to 14 years has
made a specific public declaration of the reasons for this exception and has determined a
date by which it will cease to avail itself of the provisions of this policy.

The company has made no such statement, however if it keeps to the commitment above there
should be no need for such a statement with regards to direct employment. It is unclear as to what
will happen if suppliers are found to be using child labour.

2.2d.C.3 The company works with organisations concerned with children’s rights, human
rights and labour rights and within the country of production to ensure that young workers
are not exploited.

This can not be specifically determined from the material surveyed

2.2d.C.4 The company has a precise statement regarding the employment of children and
young people. This policy is publicly available throughout the company and its suppliers in
the languages of any and all workers. It is clearly communicated to all employees in a
manner which can be understood, and includes verbal communications for employees
lacking adequate reading skills.

See 2.2d.C.1. The company states that it only employs people above the legal age of employment
in its own operations and seeks to ensure that its contractors and suppliers do likewise.

The company has produced a management primer on the issue of child labour, however it is
unclear to whom and in what languages the primer and policy statements are available.

2.2d.C.5 The company has a clearly stated policy and monitoring programme in regard to
the employment of children.

See also 2.2d.C.1.The Shell Report for 2000 states that in 112 countries there is a specific
procedure in place to prevent the use of child labour, although this is not elaborated on. In a
number of countries procedures are in place to screen suppliers for the use of child labour also.

Bench Marks

2.2d.B.1 The company has in place a monitoring and auditing programme to ensure
compliance with its corporate code of conduct. This programme includes internal
monitoring and auditing as well as independent monitoring.

See 2.2d.C.5. The Shell Report for 2000 states that in 112 countries there is a specific procedure in
place to prevent the use of child labour, although this is not elaborated on. Presumably this
involves monitoring, however it is unclear if this is internal or external.
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2.2d.B.2 The company has a precise standard of recording and measurement in place which
enables it to monitor the significance of all exceptions to the pattern of child employment
below the age of 16 years. In addition, the company has a precise standard and measurement
of any exposure to a potentially hazardous environment for anyone aged 18 or below. These
records are available for public scrutiny, especially by those groups responsible for human
rights, labour rights and children’s rights.

See 2.2d.C.5. The Shell Report for 2000 states that in 112 countries there is a specific procedure in
place to prevent the use of child labour, presumably including a monitoring system. It is unclear
whether the company measures exposure to potentially hazardous environments for those under 18
in any way other than through normal procedures.

2.2d.B.3 If monitoring reveals that children are being exploited, immediate steps are taken to
rectify the practice and to provide for the rehabilitation of the children involved. The
company does not solve the problem by the dismissal of the children affected.

It is unclear what procedures would be followed if children were found being exploited — although
providing the company keeps to its commitments such a policy should not be necessary — at least
for direct employees. The company primer on dealing with child labour does outline that
dismissing children may not always be the best solution for them, but does not say how Shell
works in relation to this.

The primer gives details of some of the methods used by Shell companies to ensure that suppliers
do not use child labour. These include spot checks, contract clauses, requiring letters confirming
that children are not used. In relation to Shell Brazil the primer does state that the company will
terminate a contract with a supplier being found to use child labour.

2.2d.B.4 The company regularly consults with country-specific knowledgeable organisations
regarding programmes and practices to remove children from work sites and re-integrate
them into home, school and community.

The company primer on child labour was written in conjunction with NGOs and other
organisations expert in such issues. It is unclear as to whether Shell companies routinely have
contacts with such organisations to discuss problems highlighted by the primer.

Sub-section 2.2e — Forced Labour

Criteria

2.2e.C.1 The company has a clearly stated policy in regard to the monitoring of the
employment of people under duress. If it is discovered in such monitoring that any workers
have been employed under duress, immediate steps are taken to rectify the practice and to
provide for the rehabilitation of the workers involved. The company does not solve the
problem by the dismissal of the workers involved.

This cannot be determined specifically from the material surveyed.

Bench Marks

2.2e.B.1 The company adheres to International Labour Organisation Convention Number 29
on Forced Labour.

See 2.1.B.2. This is a Key ILO convention related to the ILO Declaration on the Fundamental
Principles and Rights at Work. The company has stated that it broadly supports the latter but has
made no specific mention of the former.
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Section 2.3 - SUPPLIERS

Criteria

2.3.C.1 The company has a strong code of conduct for vendors and suppliers which includes,
but is not limited to, child labour, forced labour, harassment, non-discrimination, healthy
and safe workplace, freedom of association and right to bargain collectively, sustainable
living wages and benefits, hours of work, the environment, supportive social and physical
community infrastructure and monitoring mechanisms for compliance.

Shell states that it expects its contractors and business partners to work in ways that are compatible
with its business principles. The principles talk about all of the above in general but not specific
terms.

Bench Marks

2.3.B.1 The company clearly communicates to its suppliers, vendors and licensees the
company’s code of vendor/supplier conduct and its process of enforcement. Violations of the
code are effectively addressed. Cancellation of contract is used only as a last resort.

The Shell Report for 2001 states that Shell business principles are explicitly discussed in contract
negotiations with suppliers and contractors in 131 and 119 countries respectively. The company
provides assistance to help meet Shell standards in 128 countries. It is unclear, however what
specific standards are required and what proportion of procurement or contracted work this covers.

Mechanisms are in place to screen for an acceptable level of compliance for contractors, suppliers
and sub-contractors in 114, 102 and 64 countries respectively. It is not clear however what
proportion of these groups this covers.

The company does state that termination of contract is a last resort. In 2001, 100 contracts were
cancelled because of these reasons. In the past the company has divested from joint ventures also.
The 2000 Shell Report cites two cases of this occurring.

2.3.B.2 The company has an effective internal compliance process of training, on-site
inspections of suppliers and vendors.

Although it does not specify the methods used in all cases, screening of suppliers does occur in
118 countries. It is unclear, however, the proportion of Shell’s vendors and suppliers this covers in
those countries or the proportion of total spend that this covers.

The Shell Report for 2000 states that the company does provide assistance to help suppliers and
vendors meet the company’s expectations.

2.3.B.3 To supplement its internal monitoring of code compliance, the company accepts
independent monitoring of its suppliers and/or vendors. Sources of independent monitoring
include non-governmental organisations, local community groups, religious, human rights,
children’s rights and labour groups.

It is unclear whether the company accepts external monitoring of suppliers and vendors. The
company states that it recognises the need for formal independent assessment of the process of
implementation of the principles in their own operations and has embarked on a pilot project to
evaluate managerial awareness, competence and stakeholder perception of performance. It is
unclear whether this process will be applied in any way to suppliers/vendors and also whether
NGOs, community groups, etc. will have a formal role to play in this.
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2.3.B.4 The company has clear guidelines for the investigation of possible code of conduct
violations which include a safe, confidential process of interviewing employees without
penalising them or jeopardising their jobs or safety.
This cannot be determined from the material surveyed.

2.3.B.5 The company, along with its vendors and suppliers, has a plan of action with specific
time lines to address code violations. The company has guidelines to terminate its contract if
identified code violations are not dealt with in a reasonable period of time.

It is unclear if there are specific guidelines or mechanisms in existence to systematically address
instances where Shell’s expectations are not met. The company does however mention some
examples of where it has sought to address such circumstances, through, for example, the
provision of training. The company makes clear that if partners persistently fail to meet
expectations, termination of contract is possible and has occurred in the past.

2.3.B.6 The company adopts a transparent policy to make the internal investigation of
complaints, and the results of internal and independent monitoring, available to the public.
This cannot be determined from the material surveyed.

Section 2.4 — FINANCIAL INTEGRITY

Criteria

2.4.C.1 All transactions on behalf of the company are appropriately described in the
accounts of the company in accordance with established procedures and are subject to audit.
There is nothing to indicate to the contrary.

2.4.C.2 All employees are required to avoid conflicts of interest between their private
financial activities and their part in the conduct of company business.

The company has produced a primer on bribery and corruption to help managers deal with these
issues. The company has a policy of not offering or accepting bribes. It recognises that ‘facilitation
payments’ may be a problem and has produced a primer on this subject.

The Shell Report for 2001 cites thirteen instances of bribery being offered or solicited involving
Shell staff (nine of which were reported by staff) and one instance involving a contractor.

Bench Marks

2.4.B.1 As part of their reporting responsibilities, the company’s auditors indicate the
amount of any consultancy fees incurred, and/or commission payments made, in respect of
any contract and the percentage which these fees bear to the total gross value of such
contract.

In the notes attached to the Financial statements of the Shell Transport and Trading Company
Annual Report and Accounts for 2000, the Audit and other fees paid to the auditors are stated for
the years 1998-2000. This is in respect of both the Shell Transport and Trading Company and the
Royal Dutch/ Shell Group of companies.
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Shell was recently criticised, in the wake of the Enron collapse, for using its accountants for
consultancy work. Shell said in statements regarding this, that parallels could not fairly be drawn
as the Group was cautious, employing two auditor firms, and insisting on open bidding practices
for consultancy work.*®

2.4.B.2 The senior administrative officer of each significant unit of the company, as well as
the company Chief Executive Officer is required annually to sign a letter containing the
following representations:
e That neither the company (unit) nor any of its authorised representatives has been
party to the offering, paying or receiving of bribes
e That no payments have been made which knowingly violate the laws of the countries
in which the company operates
e That no receipts or payments of monies or other assets derived from the company
(unit) have been unrecorded or falsified when described in the relevant books and
records and no other improper accounting practice has been adopted in the period
under review.
The company does operate an assurance letter programme, which consists of three separate letters
signed by senior managers. According to the 1999 Shell Report managers who write these are held
personally responsible for the accuracy of their contents.

The first, a letter of representation, is signed by the Chief Executive and Chief Financial Officer of
each Shell company. It states that all company transactions have been properly recorded and that
any detected bribes have also been recorded and appropriately dealt with.

Other letters refer to the fact that the group’s common Health, Safety and Environment policy has
been adhered to and that appropriate systems are in place for its implementation and monitoring.
The Country Chairman (Senior representative of local companies) writes a letter detailing how the
company business principles are being applied and noting any difficulties that have been
encountered in attempting to do so. These letters are fed through to the board of directors of the
Group.

It is unclear as to whether the Group CEO also signs such a statement.
Section 2.5 - ETHICAL INTEGRITY

Criteria

2.5.C.1 The company provides training for its directors and employees regarding ethical
issues and codes of conduct.

Various company documents state that the company business principles are available in 51
languages, which cover 99.9% of the local languages of Shell employees. EIRIS indicates, with
specific3 9reference to human rights policy, that policy can also be communicated in a non-written
format.

3 The Guardian Feb 8" 2002
¥ EIRIS
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According to the Shell Report for 2001 Shell companies in 119 countries have a procedure to
ensure that new employees are trained in the Group’s statements of general business principles. It
is unclear if this covers all new employees and the extent to which existing staff also receive such
training.

The company has produced various management primers on issues such as bribery and corruption,
human rights and child labour, to help Shell companies understand the role they may have in these
issues, to raise awareness and to help staff deal with the issues when they arise.

2.5.C.2 The company has a mechanism to address ethical issues of concern raised by
employees.

The 1999 Shell Report refers to workshops being held for some staff to discuss ethical issues,
although it is unclear if these are available for all employees/ contractors in all areas of operation.

The 2001 Shell Report states that employees are encouraged to report unethical behaviour and may
do so anonymously — although it does not state how. There is a telephone hotline available for
employees in the USA to report concerns, although it cannot be determined if similar mechanisms
exist elsewhere.

Bench Marks

2.5.B.1 The company ensures that employees who raise issues of concern do not suffer
negative repercussions.

This cannot be determined from the material surveyed.

2.5.B.2 The company ensures that, should the mechanism fail and the employee raises the
issue outside the company, there are no negative repercussions on their employment.
This cannot be determined from the material surveyed.

Section 2.6 - THE SHAREHOLDERS

Criteria

2.6.C.1 The company ensures shareholders’ participation and rights to information while
protecting other interested and affected parties.

The company (Shell Transport and Trading and Royal Dutch) provides shareholders with regular
information and engages with shareholders on various issues.

2.6.C.2 The company respects the right of shareholders to submit proposals for vote and to
ask questions at the annual general meeting.

Shell Transport and Trading has accepted shareholder resolutions on to the agenda of its AGM.
Past meetings have seen questions from many shareholders on diverse issues.

In 1997 ECCR submitted a shareholder resolution to Shell Transport and Trading calling on the
Group to strengthen the management, monitoring and reporting of its environmental and human
rights policies, referring in particular to Nigeria. The Board opposed the resolution at the time, but
has stated that it accepted some of the issues it raised.

2.6.C.3 The company is committed to meet with shareholders to address issues of concern.

The Group is committed to do this. ECCR has been engaged with Shell Transport and Trading, as
well as representatives of various Group companies such as SPDC in this way for several years.
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Bench Marks

2.6.B.1 The company observes a code or codes of best practice or has drawn up its own
comprehensive corporate code which includes guidelines for corporate governance.

The Group sets out, as required by UK law, in its Annual report a statement about how it has
applied the principles set out in The Combined Code for Corporate Governance, some exceptions
to which have been made because of the nature of the relationship between The Shell Transport
and Trading company and the Royal Dutch Petroleum Company.

2.6.B.2 Shareholders are informed through reports and meetings about significant and
material violations of corporate policies, including codes of conduct, adverse decisions by
tribunals or courts, and the results of internal audits or analyses of corporate activity.
Shareholders in both Shell Transport and Trading and Royal Dutch are informed about this to a
limited extent through Shell Reports which give aggregate details of fines and settlements. Little
detail is presented on the reasons for such fines.

Shell Reports have also given aggregate details of where bribery and corruption have been
uncovered and also instances where contracts have been terminated because of inconsistency with
Shell business principles.

Recent Shell Reports have also given more negative information gathered through company
surveys of employees. It is unclear if this information has been presented in a comprehensive and
systematic way, in relation to each of the business principles for example.

2.6.B.3 Shareholder proposals and questions are welcomed at the company’s annual meeting.
See. 2.6.C.2. This has been seen to be the case in recent years at the AGM of Shell Transport and
Trading.

Section 2.7 - JOINT VENTURES / PARTNERSHIPS / SUBSIDIARIES

Criteria

2.7.C.1 The company recognises that unethical behaviour by joint venture and other
partners reflects on its own reputation and integrity, and the company has a mechanism to
address such unethical behaviour.

See 1.2.C.2 also The company does recognise this.

Group policy requires that where Shell companies are operators of a project, Shell policy will be
applied. Where another company is operator Shell will seek to influence the use of similar policies
although does not give further details about how it tries to do this. The Shell Report for 2001
admits, however, that where the company’s interest is less than 20%, its ability to influence is
more limited.

The company has stated in the 2001 Shell Report that in some instances national laws preclude
implementation of group general principles in joint ventures. Shell is obliged to uphold national
laws and states that it must make a judgement on whether its contribution will be positive. It is
unclear what this means in practice.

The 2000 Shell Report states that in that year it divested from two joint ventures because of
incompatibility with Shell’s principles.
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Questions have been asked about how this works in practice. Particular concern has been raised by
campaigning groups about Shell’s proposed partnership with Chinese oil company, PetroChina in
the building a ‘west-east’ pipeline from East Turkestan to Shanghai. There are fears that the
pipeline will have negative consequences for the indigenous Uyghur peoples through the influx of
Chinese workers threatening their traditional culture and damaging the local environment.*’

Shell has engaged the United Nations Development Programme to carry out social impact
assessments for the project and states that health, safety and environmental standards have been
agreed with PetroChina. It is unclear, however, what these standards are and whether they fully
reflect those which would be expected of a Shell operated project. NGOs have expressed fears that
the political situation in the region will preclude a genuinely representative social impact
assessment being carried out.

2.7.C.2 The company has a clearly stated policy in regard to the monitoring of the
application of codes of ethics and conduct by licensees and franchisees.

See also 2.3.B.1. The company does not seem to specifically mention monitoring of licensees and
franchisees, although mechanisms are in place in many countries for the screening of contractors
and suppliers.

Bench Marks

2.7.B.1 The company has guidelines to assess and determine its course of action when a
violation of ethical codes is perpetuated by a partner or subsidiary. These guidelines include,
but are not limited to, challenging the partner or terminating the relationship.

The primer on child labour refers to a note on ‘implementation of business principles’ available on
the company intranet suggesting that this might be the case. However, this document has not been
seen by ECCR and as such one cannot determine whether or not this is the case.

The company states that it will, as a last resort, terminate relationships with a partner.

2.7.B.2 The company takes immediate steps to address violations of codes of ethics and
conduct by licensees and franchisees. The company only terminates the relationship as a last
resort.

See also 2.7.C.1. The company states that it offers capacity building support to help many of its
business partners address violations of business principles, although it does not elaborate on the
methods used to ensure this. This statement does not mention franchisees specifically.

* See for example www.freetibet.org. East Turkestan or Xinjiang is seen by many as being illegally occupied by
China since the 1950s. It has been well documented that the Chinese Government has pursued a policy of population
transfer of ethnic Han Chinese, into occupied areas such as East Turkestan and Tibet. Cultural oppression and human
rights abuses have also been documented. It is feared that as a majority state owned enterprise, PetroChina’s
operations including the west-east pipeline are contributing to this political aim. More information on PetroChina can
be found in ECCR’s report on BP, Beyond Innovations? (ECCR 2002)
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Section 2.8 - CUSTOMERS & CONSUMERS

Criteria

2.8.C.1 All advertising and labelling of products is complete, fair and honest. Only claims
which can be substantiated and fulfilled are made by the company, its employees and agents.
There is nothing to indicate to the contrary on a systematic basis, however see 2.8.C.3 and 2.8.B.3
for details of complaints about products and advertising.

2.8.C.2 The company does not market products which denigrate or supplant sustainable
natural products in a way as to cause harm to the environment or to consumers.

The company’s primary product is oil and gas, which are non-renewable resources and have been
proven to contribute to pollution and to global warming.

The company has invested in more renewable sources of energy in recent years. The 2001 Shell
Report commits the company to investing $0.5 -$1bn in renewable energy over the next five years.
However, renewables remain a relatively small part of the overall business. NGOs such as Friends
of the Earth are campaigning for the company to put more resources into this area.

2.8.C.3 The company does not market products in other countries which have been found to
have been harmful in any country.

This can not specifically be determined from the material surveyed, however in April 2002 the
group company Shell Oil (US) was guilty of withholding information about the potential dangers
of petrol additive MTBE. 1 See 1.1.C.8 for more details.

2.8.C.4 The company does not engage in cartels, spheres of influence or patent protections
which are deliberately designed to denigrate the rights of others.

The Shell Report states that the company seeks to work within applicable competition laws.
Procedures, training and guidance are in place in some, (but not in all) countries to help employees
implement this.

The Shell Report for 2001 reports five competition cases being completed against Shell
Companies. The companies were found guilty in two of these instances. The report cites
infringement of local transport policy and adopting a similar pricing policy to competitors.

The company, along with others, was criticised for not maintaining supplies during the UK fuel
protests in the Autumn of 2000. In response to this, the company cited concerns over driver safety.
The company has also been subject to criticism, along with others in the UK oil industry, for not
lowering fuel prices quickly enough after a drop in oil prices.**

2.8.C.5 The company ensures that products marketed globally have clear, specific warnings
in the appropriate language, about their possible danger to the consumer.

See 2.1.B.5 The 1999 Shell Report stated that all marketed oil and chemical products should have
full safety information sheets available in appropriate languages by the end of that year. It is
unclear whether this goal was actually achieved.

41
EIRIS
* See corporate Watch campaign material, for example Corporate Watch Issue 12, Autumn 2000
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2.8.C.6 The company does not take advantage of vulnerable groups through inappropriately
directed marketing.
This cannot be determined from the material surveyed.

Bench Marks

2.8.B.1 The company’s activities and products have received positive evaluations from
independent consumer organisations.

Shell’s products have received favourable evaluations in the company’s own surveys. The Shell
Report for 2000 also indicates that Shell Aviation has received performance related awards.
ECCR was unable to locate independent corroboration of this.

2.8.B.2 Relevant consumer codes are followed by the company in such a way as to protect
vulnerable groups.
This cannot be determined from the material surveyed.

2.8.B.3 Where either advertising standards legislation, international standards and
protocols, product safety legislation or recognised codes exist they are complied with and this
compliance is regularly disclosed.

In the UK, the Shell company, Shell Capital has had one advertising complaint upheld, for
infringing rules on financial services and products within the last two years.

The 1998 health, safety and environmental performance report talks about product safety data
sheets being available in appropriate languages for all marketed chemical and oil products by the
end of 1999, and for all potentially hazardous materials used on Shell sites and in operations.
ECCR was unable to establish whether this target was met.

2.8.B.4 There is no evidence of the participation of the company in cartels, spheres of
influence or unfair patent protections.

See 2.8.C.4. The company does disclose instances where it has been found to be in breach of
competition regulations. This amounted to two instances for Shell companies and one instance for
a non-Shell operated joint venture.

The company denied allegations made in wake of the fuel protests occurring in the UK in 2000.

B EIRIS
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Sources of information published by the Royal Dutch Shell Group of Companies

The following list gives details of substantial and identifiable reports and statements produced by
the company and used in the preparation of this report. The company website (www.shell.com),
and the links that it contains to various Group company websites, was also used extensively in the
preparation of this report. This contains extensive information on many of the issues contained
within this report and is updated regularly. For practical reasons and due to the more dynamic
nature of this source, individual sections of the website and the related addresses have not been
included.

Where other sources of information have been used, these have been clearly indicated as footnotes
to the text. ECCR has also made use of some of the research produced by the Ethical Investment
Research Service (EIRIS) and is grateful for the opportunity of doing this.

Report on Health, Safety and the Environmental Performance 1998

Shell and the Community Working Together — no date given

The Shell Clean Development Mechanism Demonstration Programme — no date given

Business and Child Labour: a Management Primer 2000

Shell in the UK Report to Society 2000

Shell Renewables — no date given

Sharing a Vision: Shell’s Investment in Society — no date given

The Shell Report — People Planet and Profits 2001

The Shell Report 1999 — People Planet and Profits: an act of commitment

The Shell Report 2000 (Summary) — How do we Stand?

The Shell Transport and Trading Company, plc Annual Report and Accounts 2001

The Shell Transport and Trading Company, plc Annual Report and Accounts 2000

Progressing Towards Sustainable Development 2000

Shell Nigeria Environmental Report 1999

Contributing to Sustainable Development — A Management Primer 2001

Shell Malaysia Sustainable Development Report 2000

Shell China sustainable Development Annual Report 2000

Royal Dutch/Shell Group Commitment to Health, Safety and the Environment
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Royal Dutch/ Shell Group of Companies Statement of General Business Principles
Human Rights — A Business Primer

Climate Change: What does Shell think and do about it?
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