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*Behind the Shine "

Foreword

bear (talceholder

This is the second alternafive Shell Corporate Social Responsibility {CSR) report that Friends
" the Earth has been privileged to produce with, and for, the many communities that live o
Shell's “fencelines”.

For several years now, Shell has been overstafing its social and environmental performance
Our report, Failing the Challenge—The Other Shell Report 2002, documented what it is like™
for the many communities living next to Shell’s refineries, depots, and pipelines in different 55
parts of the world. We were able to show that, despite making a public commitment to
sustainable develcpment eight years ago, Shell is still putting more effort info green spin than s
.. green delivery, and that litile has changed on the ground.

- Behind the Shine—The Other Shell Report 2003 provides an update on the main cases profil X \g " i

" inFailing the Challenge and chronicles Shell’s inaction and procrastination over the last 1 <In the year singe Sir Philip Watts

“months. In Texas, Durban, Manila and the Niger Delta, communities have been offered endless totement, eh.old_er s hoye come to

“ dialogue, projects, and pilot projects instead of the concrete action needed to stop the harm the & z¢e eep trony 9F h'ls, words.

" refineries, depots, gas flares, and pipelines are causing. Together with these cases, we profile 32385 : dhan demonstrating “good - .

three new case studies. We also challenge the failure of CSR and the use of voluniary codes’s 2 ﬁ'a! performance . . . GCCQ"‘PQ"":d

_ practice to address the significant social and environmental impacts of corporations. - (&Y The highest sianda'rd of governance’,
' »Shell has created an international

corporate scandal by exaggerating its oil
“and gos reserves. Chief Executive Sir

- Philip Watts has been compelled to
*resign, and governmenta! entities in the
nited States and Europe have launched

. Since Shell's Annual General Meeting in April 2003, shareholders and institutional investors
. have discovered what fenceline communities have known for a long time: that what Shell
says in ifs reports and what happens in redlity are often not one and the same. The
~ company’s announcement in January 2004 that it had ovérstated its oil and gas rese;
20% sent shockwaves through world energy markets and the corporate sector as
at least shareholders have rights established in law, through which they can hol
accountable when it fails to act in their interest. v

5
. . O
"""The same cannot be said, unfortunately, for the people who live next door tasSkell. These
stakeholders have little or no rights of redress, and Shell is working to desftdy what few rigl

they have by lobbying against an important UN standard, Norms on the Responsibilities of
Transnational Corporations and Other Business Enterprises with Regard to Human Rights. - -
Existing laws governing companies are flawed because they focus on delivering short term

profit rather than considering the wider social and environmental impacts of companies.

The time has come for laws governing corporations fo protect the environment and the peop!
who are most directly affected by Shell's poor performance:  the fenceline communities.”

Friends of the'Earth is campaigning as part of the Corporate Responsibility {CORE} Coalifi
to reform UK law so that companies are required to-address their impacts on"human rights
and the environment, both here in the UK and wherever these companies operate overs

“Justice 'd:hd accountability should be righS for the stukeholder—_no} just for the sharehd&#

- 1 ‘- 7 :

\owU R o
Tony Juniper

Executive Director, Friends of the Earth (England, Wales and Northern Ireland)

2 The Ofer Shell Report

Just as important, people living near the
fencelines of Shell’s facilities have
witnessed the emptiness of Sir Philip
Walt's statement pertaining fo sustainable
development and the commitment he
made to them during Shell's Annual
General Meeting “AGM” in April 2003.
At the AGM, shareholders listened
patiently while one fenceline community
representative after another seized the
opportunity to finally put their case
directly to Shell's Board of Directors.

Under the glare of the media and investor-
~ spotlight, Sir Philip Waits made numerous

personal and corporate commitments to
ensure action would be taken. However,
Shell has failed to deliver any significant
on-the-ground improvement in its
operations.”

Shell neighbors, Desmond D'Sa, Hope Tura, and Oronto Douglas engage Sir
Philip Watts ot last year’s AGM meeting in London. (Deénny Larson, Global

Community Monitor)

-#Qur commitment to contribute to sustainable development is not a cosmetic pubh’c
relations exercise. We believe that sustainable development is good for business
and business is good for sustainable development. Last year’s financial results were
encouraging, in a very difficult business environment. However, the corporate
scandals of the past year underlined that good financial performance must be

. accompanied by the highest standards of governance. Shell’s Business Principles

" assurance process ensures we meet and maintain those standards.”

Sir Philip Watts {then) Chairman of Shell's Committee of Managing Directors in his Foreword to the Meeting the Challenge— The' 2002 Shelf CSR Report.

The redlity, as known all too well by
Shell's many fenceline communities, is that
Shell has been overstating its social and
environmental performance for years. For
many, the company has become
synonymous with the word “greenwash”,
i.e. giving the impression of acting in an
environmentally protective way while
carrying on with unsustainable business
as usual. It was in an effort to expose this
gap between rhetoric and redlity that
Friends of the Earth and the Global Shell
Fenceline Alliance last year published the
first alternative Shell Corporate
Responsibility (CR) report, Failing the
Challenge— The Other Shell Report 2002.
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Behind the Shinéf

Q0 -

The year in review

year in review continued...

Who knows the real Shell best—its fenceline neighburs

Shell hos always been o big advocate of
“corporate social responsibility” or CSR
and volunfary codes of conduct, but there
comes.a.time when this isn’t enough.
Friends of the Earth believes that
companies like. Shell. should.be required
by law to-consider-a duty of care fo the
environmental and social:impacts of its
operations: Fenceline communities want
Shell to stop polluting their environment
and damaging theirhealth.

This report provides an update on the

main case studies profiled in Failing the -

Challenge, and chronicles ¢ pattern of

poor social and environmental
performance by Shell over the last 12
months. Little has changed.

procrasfination, inaction, and continuing ~

This report is a message from people
around the world who are severely
impacted by Shell’s operations. It presents
case studies from a few of the many
countries, towns, and suburbs that have
been damaged by Shell’s environmental
and socidl failures. People living near
Shell refineries, pipelines, and
petrochemical facilities from places as far
apart as Texas in the USA and Nigeria in
Alfrica want the world to know that this
muttinational corporation is jeopardising
their families’ health, destroying their

" quality of life, and threatening their lives.
*In all of these cases, ordinary people

have had fo put a great deal of personal

" time and energy into advocafing that

Shell take responsibility for the problems

ldren, before they were moved ot

it causes and live up to its stated
commitments to human rights and
environmental standards. Unfortunately,
Shefl fails to respond to community
concerns unless and until its bad practices
are brought to public attention. And even
when Shell comes under public scrutiny,
such as in Nigeria, Durban, South Africa,
and Port Arthur, Texas, it often fails to act,
or does not act in good faith.

In response to Shell’s 2003 annual report
to shareholders, and its multi-million
dollar public relations campaign to
portray itself as being socially
responsible, this report brings to the light
of day the fruth about Shell’s harmful
operations. The communities from around
the world that are featured in this report
share their inspiring and courageous
stories about their daily struggle to
defend their hedlth and environment fr

Shell.

(23

[
—— The trees are now fenced within the Shell Chérfical facility. {Lovisiana Bueket Bri

Shell's neighbours tell Shell: *

¢ To stop wasting ifs resources on “feel
good” social projects that do nothing
to solve the serious health and
environmental problems of its facility
operations that plague communities
around the world.

o To eliminate hazardous and life-
threatening facility accidents by
replacing antiquated and dilapidated
pipelines and relocating them 1o non-
residential areas.

# To significa ﬂ?o%duce pollution where
s in communities of color,

@ To comply with local legislation and
relocate oil depots away from Manila,
where the densely populated area is
subjected fo the depot's constant foxic
emissions, as well as the threat of the
depot being a terrorist target.

° To improve and enhance its
identification and measuremant of
facility pollution by employing state-of-
the-art real-time environmental
monitoring, which thoroughly involves
community participation.

@ To cease any and dll delays in
terminating the odious practice of ga
flaring in Nigerig. " %o o

To take full responsibility for past
environmental damage that continues
to impact the health and environment

. of people in places like Sao Paulo,

©

Brazil and Curacao, Caribbean.

To fully and accurately assess the
significant impacts of massive projects,
like the Sakhalin Il oil and gas drilling,
processing, and export complex in
Russia, which could ultimately subject
Sakhalin Island to irreversible
environmental disasters and
devastating economic losses.




The Goldman Environmental Prize,
considered the “Nobel Prize for the
Environment,” is the world’s largest prize
program honouring grassroots .
environmentalists from the six continental
regions of Africa, Asia, Isfands and
Island Nations, Europe, North America
and South and Central America. Over -
‘the last several years, the Goldman”
Environmental Prize tias b&gn awarded
in three separate mstancés fo community
leaders-for their inspiring work in
combating Shell’s destructive
and related inju
In 2004 the Goldman Prize was -+ .
awarded to-Margie'Richard frem Norco
Louisiana;-USA,; in 1998 Bobby Peel = ’
from Durban, South Africa won the
prize; and in 1995 the late Ken Saro-
Wiwa from Nigeria was posthumously
awarded the prize These awards stand
as a testament to both the profoundly |
negative global impacts that Shell has on
commurities around the world, and the
excepﬁonol courage, commitment, and

- persenal sacrifice of the people living in

for justice. .- - )

hésé communities, who tirelessly fight .

Margie Eugene Richard, Goldman Prize Winner 2004

“If a person does not live where
people live who are impacted,
they really, I think, have
something missing in
understanding the daily ills of
not being able fo enjoy where
you live, where you work and
where you play.”

Margie Richard, Goldman Prize Winner, 2004

Margie Richard grew up in the
community of Diamond and lived within
25 feet of the Shell chemica! plant in
Norco, Lovisiana. Margie and her

* neighbours believe that the high rates of

cancer, birth defects, and serious ailments
such as asthma were caused by poliution
from Shell’s operations. The Shell plant ot
Norco dumps more than two million
pounds of toxic chemicals irto the
enviranment each year.

Margie was first mofivated to take on
Shell in 1973 when a Shell pipeline
exploded, killing an elderly woman and
teenage boy only a block from her house.
in 1988 there was another major
accident at the plant which killed seven
workers and resulted in over 150 million
tonnes of toxins being spewed into the
air. In 1989 Margie formed the
Concerned Citizens of Norco to sesk
justice from Sheil.

Margie has led the 13-year campaign of
Concerned Citizens of Norco for a fair

buy-out of their contaminated

neighbourhood. Margie was awarded the
Goldman Environmental Prize 2004 for
persuading Shell to relocate residents :
who had grown up living next door fo the

AN

emissions from their operations by 30%. QQ R

Global recognition for people standing up to Shell

Previous winners of the Gdlaman Prize who stood up to Shell

Ken Sarowiwa, Goldman Prize
Winner 1995 ’
Ken Saro-Wiwa, a well-known Nigerian
award-winning author and activist, was
executed by the Nigerian government in
1995, Ken Saro-Wiwa was president of
the Movement for the Survival of the
Ogoni Pecple IMOSOP), an crganization
fighting to defend the environmentcl and
human rights of the Ogoni people.

s, Shell hes been
operating i eria, exiracting more
than US$38billion of oil and
cortamifting the farmland and fisheries
@ﬁ} goni. Many of the fish and
ife i

n the area have vanished. Ken

Since the late 1

O~ Garo-Wi bilized his people
chemical plant and to reduce its toxic \5\Q § arar YA moniiEee Bis Dot 1

demand compensation from Sheli for oil
spills on Ogoni farmland and in the
wetlands, rivers, and streams of the Niger
Delto. In January 1993, Ken brought
together 300,000 Ogoni who took to the
streets in the largest demonstration
against an oil company in history.

In May 1994, Ken was abducted from his
home and arrested with other MOSOP
leaders for the alleged murder of four
Ogoni leaders. In October 1995, despite
the protests of people around the world,
including government officials from other
countries and human rights organizations
such as Amnesty International, Ken and
eight co-defendants were convicted by o
military tribunal cnd hanged. Many
Ogoni belicve that the only crime
committed by Ken Saro-Wiwa was his
daring to stand up to Shell.

uth Durben residents
ell’s refinery. (South
Durban Cemmunity Environmental Allicnes)

concerned with poilution f

Bobby Pesk, Goldman Prize
Winner 1998

Sven ‘Bobby’ Peck grew up in South
Durban in South Africa next to one of the
largest cil refineries in Africa, the South
Alrican Petroleum Refinery {SAPREF). The
refinery, which is jointly-owned by Shell
and BP, operates in communifies where
poor black, Indien, and mixed race
people live. Every family on the block
where Bobby fives hos fost ot least one
member to cancer. i

Bobby was awarded the Goldman
Environmental Prize in 1998 for his vision
and leadership in uniting multi-ethnic
communities, in.post-apartheid South
-Africa, to advocate for reductions in

. Shell's significant pollution levels.

Ken Saro-Wiwa

The Other Shell Report 2003 7
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SAPREF’s leaks waste money .
and disrupt the
community

B The community is outraged that SAPREF's
routine response to its frequently leaking
pipelines consists of nothing more than
excavating some of the contaminated
land in their neighbourhoods, and

_ applying patches to-corroded segments of
; the anfiquated pipelines. SAPREF's leaks

© . and attendant excavations are a continual

nuisance that severely disrupt the lives of
residents. Why isn’t there o program to
relocate and replace all the pipelines?
Why doesn’t Shell recognize that it is an
injustice to jeopardize the health and lives
of residents with faulty pipelines that leak
dangerous substances?2 Why does Shell

* continue fo waste shareholders’
investments by failing to fully and finally .
stop the leckage of refinery matericls into
the ground of South Durban?

MPENSST-
VS '

Desmond D'Sa of SDCEA {right) reads a list of environmental justice demands to South African government officials. {South Durban Communily Environmental Alliance)

What has SAPREF done for South Durban residents since the Shell

'AGM in April 2003?

© Polluted the community with accidents
and leaks :

© Exceeded air quality guidelines

® Offered litile other than excuses when
the community complained about toxic
emissions and flaring ’

o Withheld information from community
groups by using old apartheid
legislation known as the National

- Keypoint Act :

¢ Turned away community leadershi
from Remediation Site Meeting &
pertaining to massive |eokc$\§jefb
under their homes O

5

® locked out community leaders from o

meeting when memberg'of the South

African Portfolio on & Environment

Committee visited SAPREF

10 The C#er Shell R;epod

The Motiva Refinery, a Shell joint
venture in Port Arthur, Texas, is
" one of North America’s busiest

and most productive oil

refineries, currently processing

more than 235,000 barrels of oil
_per day. Shell profits financially
from the refinery at the expense
of the low-income community
thot lives in its shadow. Local
residents call thp area around
West Port ur “Gasoline -
Alley” b@use of the high levels

of toxi ollution. :

Q

Shell’s assurance to Port Arthur,
Texas at the 2003 AGM

Hilion-Kelley, Founding Director of
Community In-power Development
Association (CIDA}, a community
environmental jusfice organisation in Port
Arthur, Texas, USA, travelled to the 2003
Shell AGM in Llondon. At the AGM,
Hilton confronted Sir Philip Wats
regarding the health-damaging pollution
from the Motiva Refinery. Speaking
immediately after the AGM, Hilton said I
am hopeful that something will be done.
Sir Philip fooked me in the eye and
promised. Things have to change. And if
they do net, I will be here next year and
in coming years.”

Alter returning fo Texas, Hilton found that
Shell hadn’t changed. {See section
enfifled Examples of Shell’s documented
spills, fires, and toxic releases since the
2003 Shell AGM). A few months later,
Hilton and his community decided that
they had no option left but to bring legal
proceedings against Shell.

Global Delegation of Shell neighbors holds a press
conference in Port Arthur, Texus, to highlight Shell's poor
environmental performance. {Global Community
Monitor)

Community mobilizes in

- defence of their health

In December 2003, CIDA opened the
Center for Environmental Education and
Health. The Center provides information
on hedlth and toxic exposure, offers youth
activities, and in the future will make
computers, faxes, and printers available to
the public. CIDA has organized
community health surveys conducted by
the University of Texas at Galveston
Medical Branch, which document that
80% of the surveyed residents in
‘neighbourhoods near the refinery have
heart conditions and respirafory
problems, compared to 30% of people in
non-refinery areas.

A young Port Arthur, Texas,
child with acute asthma
during breathing trectments.
{Hilton Kelley, Community fn-
power Development
Association}.
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Hilton Kelley of Port Arthur explains the impact on Shell's neighbors of toxic releases on April 14, 2003, when the

refinery lost power and sent all their product o the flare—see photo on page 13. {Denny Larson, Global Community

Monitor)

Hilton Kelley’s Story

“Last year | went to the Annual. .
General Meeting in Londén, - -
England, and I met with Sir-Philip
Watts, Chairman of the Shell
Corporation. Upon meefing him
and telling him about the
pollution-problems from the
Shell facility that plague our
community, he assured me that
he would do everything in his
power fo rectify the situation. |
left that meeting thinking that his
word would hold true.

“Upon arriving back to the US, I
thought that 1 would receive a
call from the Shell facility

informing me about the new way
they would be dealing with our
community but this did not
happen. Nothing has changed
[since last year’s AGM]. Pollution-
wise, emissions are still high and
the plant manager is still

ignoring our concerns from last

year. Apparently Sir Philip Watts
never talked with the plant
manager at the Shell Facility in
Port Arthur, Texas, so we had no
choice but to file a lawsuit
against the Shell facility.

Now we will let the courts decide

who is dumping what.”

Residents hold Shell liable for
health-damaging refinery

For many, Texas and oil go together, but
for the residents of the West-Side
neighbourhoods of Port Arthur, such a
mixture is a hazard to their health. As in
many of the communities where Shell
operates, community members in West-
Side believe that their concerns about
Shell’s pollution have been ignored.

The West-Sidé of Port Arthur is an

Alfrican-Américan community that is
literally located “on the other side of the
tracks”. People living in the public housing
developments and single-family homes on
the West-Side suffer from high levels of
asthma and cancers. They bear the brunt
of Shell's pollution most directly. Residents
believe that Shell has exploited them; if

they were white and affluent, they reason
Shell's response would be different. é’}'

CIDA met with Tom Purvis, th ge
of the Shell facility. CIDA offersdd§im and
executives from Shell’s corporgi&office in
Houston, Texas the opportygily to .
negotiate steps for addreSing the serious
environmental and problems in the
community. When the' managers refused
to enter negotiations, the residents felt
compelled to file o lawsuit against Shell.

]
in the summer of 2003, representafivi
Q:.én

Ignoring the problem

Shell refuses to address the significant
hedlth concerns of Port Arthur’s West-Side
residents, aff of which are related to
refinery pollution. Instead, Shell has
funded a health clinic, which is located
on the other side of town, and thus
inaccessible fo most of the residents in the

West-Side neighbourhoods.

R
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Legal action against Shell

5
(;gkday in Port Arthur, Aprif 14, 2003 (Hilton Kelley, C

<
N
&>

Over 1,200 Port Arthur pollution victims
are alleging air, soil, and other
contamination due to thé release of
“noxious fumes, vapours, odours and
hazardous substances.” The number of
citizens participating in the lawsuit is
expected to grow dramatically. The
lawsuit seeks medical monitoring and
reimbursement of medical expense, as
well as compensation for loss of quality of
life. The specific legal claims include
trespass, nuisance, and negligence, as
well as fraud and misrepresentation of the
harm caused by the toxic releases.

ity In-power D

The lawsuit is being brought pursuant to
the common laws of Texas and the
Wrongful Death Act and the Survival
Statute. According to the citizens’
attorneys, “The evidence we have
obtained shows a habitual pattern of
emissions and discharges that endanger
the health of the public. These are clearly
not ‘unavoidable accidents”.”

Don Maierson, one of the attorneys for
the fenceline neighbours in Port Arthur
said, “The industries have destroyed the
quality of life of their neighbours. It is
clearty iflegal fo deny citizens the right fo
breathe clean air and have full use and
enjoyment of their property.” The legal

pleadings charge that local industries

have “violated these basic human rights

which we must honour as a sociely if we
- are dll fo live in peace and well-being.”

Because management refused to even talk
with affected neighbours, Shell is now
being sued in Port Arthur. Is this a good
way fo manage shareholders’ )
investments?

The Other Shell Report 2003 13




‘Pandacan oil

A disaster waifing fo happen

Pandacan is a-residential
neighbourhood of the city of
Manila in the Philippines where
Shell owns a massive oil and gas

dépot. Shell refuses to relocate its

A 4 o e laciclati
4 { -

requiring them to-do-so. Over the
past-year; Pandaccn has been
the site of an ongoing battle
betweenresiden nd*ﬁhell-(gqm
two other oil companies, Calfex-=~
" and Petron}.regarding-the -
companies’ refusal to remov;

Philippines’ activist exposes
truth- about Shell’s oil depot at
2003 Shell AGM

Hope Esquillo Tura, @ member of the
United Front to Oust the Oil Depots {UFO-
OD), travelled to the 2003 Shell AGM in
London where she presented community
concerns that the continued presence of
Shell's il depot was circumventing a city
ordinance that requires its removal, She

—z5iplained that Shell had used its

gnificant influence to secure a special

:_pérmit to operate, rather than respect and

comply with the local ordinance. At the
AGM, Sir Philip Watts announced that
Shell would protect the local community
by creating a “buffer zone” between the

- 6il depots and nearby residents. However,
Hope exposed the misleading nature of

' this announcement, pointing out that the

called “buffer zone” was only going to
be o few meters wide. :

depots

" small businesses are located in the area

N
sidential neighborhoods in Metro Manila, the Philippines, in an area known as Pandacan, @-exis&%ﬂ@h fuel
storage depots operated by Shell and other oil companies. {Francesca Francia, Global Community

Circumventing the law:
ignoring health and safety risks

The il depots are located in a densely- -
populated district located in the heart of
Manila. Pandacan has a population of
about 84,000 people who come from
diverse economic backgrounds, the
majority of whom are urban poor. More
than 15,000 students are enrolled in
elementary and high schools situated
near these facilities. The largest university
in Asia, the University of the Philippines,
which has a student population of about
25,000, is located directly across from
the depots on the banks of the Pasig
River. Daycare centers, churches, and

as well. The Malacanang Presidential
Palace is just two kilometers away from N\
the depots. Q\>
S &
& 0$0
X

O
O

2

g‘:c@

e o

Local residents and governmental officials
advocate for the removal of the ol depots
because the continuous presence of the
depots in Pandacan is o disaster waiting
to happen. They warn that an accident or
terrorist attack could result in the biggest
disaster in the history of petrochemical
facilities, affecting the 10.9 million
residents of metro Manile’.

On November 28, 2001, the city of
Manila passed ordinance number 8027
requiring Shell, Caltex, and Petron to
relocate their oildepots outside of Manila
city limits h&éﬁ end of April 20038,
However, in"June 2002, the Mayor-of
Cgp\pil to Atienza, signed a
piorandum of understanding (MOU)

the three companies allowing them

(S g e brem compories
Q 0\\ stay” if certain conditions were met,

S including the construction of the woefully

\ inadequate “buffer zone”*, The legal

adequacy of this MOU was obviously not
apparent to the companies, who
thereafter each filed separate petitions
with the Manila Regional Trial Court
seeking injunctions to suspend the
ordinance from taking effect'®, On April
30, 2003, the trial court denied Shells
petition for an injunction, but granted the
petitions by Caltex and Petron”. The
Mayor then issued “special permits” to
Caltex and Petron to continue operations
during the pending litigation'%. And, in a
highly controversial decision, the Mayor
also issued a similar permit o Shell,
notwithstanding Shell’s failure to prevail

in court?. An alliance of university
students, professors, and employees
joined UFO-OD in filing a complaint with
the Qffice of the Ombudsman against the
Mayor for issuing the permit to Shell,
claiming that the Mayor violated his duty
to enforce the ordinance. The alfiancé
also requested that the Ombudsman
investigate “three Pandacan [officials] for
seeking ‘benefits’ from the oil firms in

- return for their support of the depots”.'"*

- Exponentially exacerbating Shell’s brash

circumvention of local law requiring Shell
to move its operations out of Pandacan is
the fundamental fact that Shell’s lease from
the University of the Philippines for use of
the property expired on May 3, 2000. The
University was so outraged by Shells
failure to honcr the terms of its lease
agreement that it urged the Supreme Court
to direct the mayor to enforce “the city
ordinance banning oil companies from
maintaining oil depots in Pandacan'®”.
Warning the court that the presence of
Shell's depot in Pandacan poses a “major
threat to riational security, considering the
present escalation of terrorist activities”",
the University expressed concerns about its
liability for “death and destruction” from
Shell’s continued presence”.

Children of Pandacan fiving in the shadow of Shell’s
huge fuel depot. (Francesca Francia, Global Community
Monitor}
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Pandacan

‘ Ignoring the problem

Instead of.complying with the existing
law, Shell uses its seemingly limitless
resources to fund a massive public
relations campaign. That-campaign
promulgates misleading claims by the
company, and also employs Shell’s
increasingly.routine tactictéf.enticing
residents with “feel good” offers, such as
scholarship programs and supposed
employment-opportun -
course, do nothing o dddress reside;
complaints.of.environmental and hea
problems, as well as security concerns: .
Rather than acting as a'socially 7 ...
responsible corporation, Shell perverts the
principle of sociol responsibility into "
something more akin to “pay-offs” in an
attempt to pacify serious local community
concerns. ’

3 S
treet scene in. Pandacan commu

59a8 s

{ Comptnity Monitor)
b 7

Buffer zone: false sense of
security

Alter entering into a scandalous
arrangement with the Mayor of Manila,
Shell and the other oil companies scaled
down their operations and constructed a
so-called green buffer zone. Although this
area measures only 5 to 7 mefers in
width, Shell claims that it provides o safe
distance between fenceline communities
and the oil depots. Commerical
advertisements paid for by Shell and the

_ two other oil companies falsely describe

the buffer zone as a “park” or
“promenade area”. Continuing the farce,
Shell painted its depot with pictures of

 bushes and trees.

i
£

The United Firefighters of the Pk
and international experts on disastef
management estimate that an a¢f e}
explosion in the Pandacan oil depie

could result in devastation within & %
kilometer radius®. Local residents’
continue to complain about the fo
from emissions reledsed by the deps
and continue to suffer from respir
diseases, skin diseases, and other
ailments associated with toxic pll

oo, e ot te .
ﬁiﬁ%ﬁsﬂp : River in Louisiana, is
5'% large Shell oil refinery

over-130 refineries and
ﬁm¢h§m1ca’ facilities operate in

zone, and offering air monitors d
adequately address the serious heal
and environmental risks to the entire
population of Pandacan and metro,
Manila. The continved presence of
depots in Pandacan is a disaster waiting
to happen. The health, safety, and -
welfare of residents is of paramount 52
importance, and must take precederi

over the busine: Tohits

ed since the17007%s, is locked
bralgen the two Shell facilities.

eft their homeland in order
d d healthy place to live.

lth problems still not addressed by Sheli .

Shelf Norco refinery Rares again. {Louisiana Bucket Brigade)

Margie Richard and Iris Carter are Norco
residents who have been fighting for years
to get Shell to relocate residents and deal
with the health problems in their
communily that are associated with the
toxic pollution released by the Shell
facilities. Margie and Iris travelled to
Shell's headquarters in both London and
in the Netherlands to demand action.
Margie, who organized Concerned
Citizens of Norco, also spoke out about
the community’s environmental justice
struggle to overcome Shell's resistance at
the 2003 AGM.

leaving home

Concerned Citizens of Norco developed a
residential relocation plan and worked
tirelessly to bring Shell's harmful practices
to international atfention. The
organisation garnered the support of a
diverse international coalition of
environmental, health, and human rights
advocotes, socially responsible investment

firms, progressive members of the US
Congress, and scientific experts. With
significant public scrutiny, the community
organisation compelled Shell to enter into
negotiations for a fair and just relocation.
In 2002, Shell finally agreed to buy out
the polluted neighbourhood ot a fair price
that allowed residents to move. Shell
claims that the rationale for its relocation
decision was simply to create a “green”
buffer zone by offering to move residents
on the first two streets abutting the facility.
Shell also claims that it was only
interested in maintaining the “historic
unify” among residents by offering
relocation to the remainder of the
community. To date, Shell has never
acknowledged any of the health impacts
of its operations, although residents made
it abundantly clear that the issue of hedilth
was their motivating factor in demanding
relocation.

“We realized that under no circumstances
would it ever be fair for people to live
next to a toxic industrial facility. For us,
relocation was the only option.” Margie
Richard, Goldman Prize Winner 2004.

The Other Shell Report 2003 17




hind the.

The legacy of health problems

Now out of harm’s way, many Norco
residents are reflecting on the trauma they
suffered living-next-to Shell: They recall
their neighbours who were killed by
Shell's aecidents, the cluster of rare
diseases, and-the. respiratory problems.

i suffered by so.many in the-community.
Numerous residents continue to suffer
what they believe-are the effects o ]
chemical exposure, and.are.burdened.by.
H the aissociated crippling health care costs.

As Iris noted, “We're still dealing with. .
that, we're still dealing with health issues.
{ went to England, fo Shell’s headquarters,
and was promised that Shell was going to
work on it. We hod a meeting... and we

i shill haven't resolved anything.” (G

Since the relocation in 2002, Shell has

~ begun several community initiafives in

Norco. Among these initiatives are a
heclth survey and an air monitoring
program. Unfortunately, both the health
survey and the monitoring program are
reflective of Shell's pattern of designing
self-serving programs that fail o
meaningfully address the vitally important
environmental and health problems
associated with its massive pollution
_impacts on the community. Further, the -
“supposed “health survey”, conducted by
the Tulane University School of Public
Héalth, merely focused on residents’
perceptions abouf the environment,\not
on residents’ /oélud hedlth condifions,
exposure to.foxic chemicals, or medical;
needs.

\

-\ Air samples taken by Norco community members with their buckets have proven
ongoing exposure fo toxic chemicals. {Marc Pagani, Louisiana Bucket Brigade

&

Concerned Citizens of Norco were
certain that, notwithstanding Shell's
representations to the contrary, they were
being exposed to significant polfution
from Shell’s facilities, and so set about to

document that foct. With the assistance of .

Globat Community Monitor and the
Louisiana Bucket Brigade, organisations
that train local residents to collect samples
of air pollution in their neighbourhood
which are then onalyzed by an
accredited laboratory, Norco residents
were finally able to make their case. In
the air samples they collected, Shell's

“toxic chemicals were detected at levels

exceeding hedlth based standards
established by the State of Louisiana.

l Problems with Shell’s air
| monitoring program

Following the relocation of Diamond
residents, Shell initiated an air monitoring
program in Norco pursuant fo the terms
of a settlement agreement it had reached
with the Louisiana Department of
Environmental Quality pertaining to
various air and water quality violations at
its facilities in Norco and another facility
approximately 30 miles from Norco 7.

However, this cir§g¢hitoring program is
woefully inadegutte — the monitors.do
not even dﬁé?sufphur compounds,
which are\fung-damaging pollutants
& - . -
Qfinely released in massive quantities by
IDacilities in Norco.

23

QO@

One of the homes of Norco residents
adjacent Shell Chemical plent being
torn down during relocafion
program. Relocation and the
destruction of their historic
community was the only option for
Shell's neighbors in Norco,la ;
isiana Bucket Brigade}

PROBLEM

SOLUTION

Takes an air sample once every
six days

8 People do not breathe once every six
days. Chemical exposure in Norco is
ongoing, 24 hours a day.

1 The monitoring system offers no
information whatsoever on air emissions
during each 5-day interval between
sampling dates, and the majority of
emissions could be released during such
intervals.

Shell should install real-time

monitors that detect and record
emissions occurring 24 hours a
day.

Does not detect sulphur
compounds

8 Sulphur compounds are a primary
emission of oil refineries.

u Sulphur has a highly offensive rotten
egg odor and is scientifically known to
harm the respiratory system.

Shell should install a monitor
that detects, speciates, and
measures the various sulphur
compounds released by its

Uses inferior technology

Shell emplays Suma canisters to collect

" air samples.

a Although Suma canisters are used at
many industrial facilities, they are far
inferior to many other ’sglcleA f-the-art air

monitoring devices.
e 1
N3

Shell should employ effective,
reliable monitors that provide
instantaneous data on emissions.
Such monitors are readily
available at reasonable cost.




igerics

In the last year, shareholders
have come to learn what oil-
producing communities in Nigeria
have known for decades: Shell
can’t be trusted to regulate itself.

. b
Damage from oil spill and fire in a wetlands=:
area in first reporfed to Shell-on Decemb:g\r:‘_
3rd 2003 by local villagers of Rukpokwu.
{Copyright Stakeholder Democracy Newiork
2004) .

The strange case of Shell’s vanishing oil-reserves

Exaggerated oil reserves

In January 2004, Shell shocked its
shareholders by announcing that it had
overstated its oil and gas reserves by
20%. Shareholders were then left
wondering how Shell could lose almost 4
billion barrels of oil and gas®. Initially,
Shell stated that it revised its Nigerian
reserves over concerns about the cost of
infrastructure investments needed to deal

"~ with the natural gas found in its il fields,

but it appears that there well may have

" been other influences af work.

- During the 1990s, Shell and other
. companies received incentives under
- Nigeria's bonus scheme in the form of tax

credits for every barrel of oil booked. The
scheme ran for nine years, but was finally ;

scrapped in 2000 by Nigerian President

Obasanjo. A Shell spokesman told The -~

Independent newspaper in February
2004, “I do not know whether it wés a
matter of public record that these’
incentive payments were being made.in
return for booking reserves.? {\

It was unclear at the time this repéﬁ went
to'print, if the March 2003 decision-of
Shell’s new Board of Directors to drop'its
cloim that Shell made the Nigerian .
bookings of its reserves “in good faith” is
related to the tax breaks Shell received.
The US Securities and Exchange
Commission and US Department of

Justice who are currently investigating
Shells misquoting of oil reserves should
determine if any influence has occurred.

Polluted land—oil spills, fires,
and gaos flaring

Flaring natural gas from oil fields is one
of the visible impacts the oil industry has
on daily life in Nigeria. Flares tower over
farms, schools, and communities, spewing
flames and acrid plumes of charred
smoke, day and night, seven days a
week. The Nigerian government wants
flaring to'stop, and has passed
environmental laws that should end the
practice beginr%/in 2010. Shell
committed (&éhding its flaring earlier, in
2008, bghunfortunately Shell is now
ks(%ﬁpg on this commitment by
Q&‘agn g that it will be expensive.
O

. J\‘gfneaking in February 2004, Chris

Finlayson, chairman of SPDC {Shell
Nigeria] told the Financial Times
newspaper, “To put in an integrated gas
and oil development is more expensive
than a simple oil development [...] with a
limit on the funding going into the
industry, clearly that does constrain how
much you can-do.” :

Local people have suffered from decades
of pollution as a result of cil spills and

fires from Shelf's rusting network of pipes.
“In early December 2003, a high pressure
cil pipeline in Rukpokwu, which has been

s b PR e MG
Rukpokwu, Nigeria, January 7th 2004, fire erupts in a
high-pressure, 28-inch pipeline operated by SPDC,
Shell's Nigeria offiliate, {copyright Stakeholder
Democracy Network 2004)

a problem since 1963, ruptured, causing
an oil spill and fires. 1t ook Shell more
than six weeks to put out the fires and
carry out basic repairs. Rukpokwu is less
than an hour’s drive from Shell's
headquarters.

Specking about the oil spill and fires,
Paramount Ruler, Chief Clifford E.
Enyinda, and Chairman of the Mgbuchi
Community, Azunda Aaron, have said,
“Our only source of drinking water,
fishing stream, and farm-lands covering
over 300 hectares of land with aquatic
lives, fishing nets and traps, farm crops,
animals, and economic trees worth
several billions of naira {equivalent to
millions of US dollars) are completely
destroyed by the spillage and was made
worse by the three separate fires that
broke out of the spill site™.

‘What happened to the money

for development?

Shell has benefited from the billions of
dollars of oil that have been pumped out
of the ground in Nigeria while basic
economic development—hospitals,
schools, running water—are seriously
under funded. Shell claims that 75% of
the development projects it supports are
successful, but Shell only allows external
reviewers to examine projects that are no
more than one year old.

A recent Christian Aid news article
revealed that a critical internal Shell
report about community relations was
shredded. “Even the computer hard discs
were wiped”, according to one Shell
insider. Qil-producing communities in
Nigeria want to know how Shelf can
spend US$69 million a year of
shareholders” money on social
development projects in the Niger Delta,
with no visible benefits for the majority of
people who own the land which contains
the oil and gas®. ’

“If Shell wants to put US$69 million into
communily development, why doesn’t it
set up a foundation which has no direct
links to the company and let development
workers who know what they’re doing
manage the projects?” asks Oronto
Douglas of Environmental Rights Action
(Friends of the Earth Nigeria).
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Cumca@, Caribbean
Polluted paradise

' The small island of Curagao has
-a population of approximately

130,000 inhabitant: s and only
444 km’ of land. The lslt_md has
over 20 km of coral reefs

so-called enclaved economy. The
ecological balance and -
developmenf of the island

gradually became confammared’ .
by | l‘ox:c polluianfs. In parﬂcular,
the Shell refinery cnused major -

enwronmenfal da e to -

Poisoning the community

- In 1982, a Venezuelan lob reporfed that

the concentrations of sulphur compound
emissions from the Shell refinery were
more than twice the levels established by
the US EPA and could be responsible for
the respiratory diseases suffered by

- people hvmg on l'he lsIcmdJJ )

" Environmental Management Service of

nmond {DCMR, Roherdam) visited the

site and conducted inferviews. This . -

health crisis is evidenced by the high
number of poor rownsl'ups exposed to
excessive emissions®

In 1985 $hell sold the. ugmg refmery to
the island for US$1 on ferms that -
included an indemnity clause fransferring

o the local govérnment finaricial

_énvironmental/health |mp0cts caused by

Shell’s

Curacaons hold Shell liable for
massive environmental damage
In' 2003, the people of Curucco )
organnsed a’campaign called the Humane
Care Foundahon Curcl;oo in qrder to’




Salchalin Is!

Shell’s

“Shell’s policy to save money at

.the expense of Russia’s

environment.and the health of
local people is causing a reaction
from Russian and international
non-governmental organisations.
Shell must finally-take full- -
responsibility for.its:Sakhalin Il .
project-and conduct appropnate
studies of its impacts to soctefy
and the rich environment:in -
Sakhalin. Shell has taken an™ -
enormous risk with its Sakhahn ll

project. In its haste to save - . sdlmon—including the unique masu

money there is consrderable

broken commitmenis

About Sakhalin Istand and
Sakhalin

On Sakhalin Island in the Far East of
Russia, Shell is proposing to build the
world's largest single integrated oil and
gas facility that is known as Sakhalin .
This massive facility would include off-
shore oil and gas drilling platforms, an
enormous liquefied natural gas
processing and export facility, an ofl

- export terminal, and over 800 kms of
onshore pipelines. The off-shore waters of
. Sakhalin tsland are some of the most

. spéciés-rich marine environments on the

Pacific Rim with crab, J‘lernng, cod, and

cherry salmon—as well as the

cient salmonid. The off- shore p!atforms .

Il be'adja Western Pocuﬁc

“types of anthropogenic disturbances to

Endangered gray whales under
threat

The waters off Sakhalin Island are home
to 25 marine mamma! species, 11 of
which are endangered, including the
world’s most crifically endangered gray
whale species, the Western Pacific gray
whale. This whale has been identified by
the International Union for Conservation
of Nature and Natural Resources as
“critically endangered” with only 100
whales estimated to remain, including just
23 reproductive females®. The Scientific
Committee of the International Whaling
Commission is concerned about Sakhalin
Il and noted that “it is a matter of
absolufe urgency. . , to reduce various

e lowest poss:ble Ieve/” femphasis

(\ = D
&a& ing oif sgill threat from drlling in Sakhalin
én Environment Watch) .

éb‘ Damaging local fisheries

Traditionally, Sakhdlin Island’s
employment has centered on the fishing
industry, which in recent years has seen o
steady decline in the number of fish
caught. Now the rich salmon fishing
grounds are under threat as Shell has
refused to stop dumping one million
tonnes of tailings into Aniva Bay to build
piers for Sakhalin }l, rather than dump it
at an dlternative site that would avoid
domaging locat fisheries. Local fishermen
are angry as they believe this violates
Russian environmental regulations that
protect rich fisheries®.

Flawed environmental impact
assessment

Local environmental organisations have
uncovered flaws in Shell's environmental
impact assessment (EIA) of Sakhalin
lsland. A study of Steller’s sea eagles by
the Wildlife Preservation Bureau of
Hokkaido/Moscow State University found
15 pairs of Steller's sea eagles, in
addition to many other hatchlings and
juveniles, while the Shell EIA indicated
only five pairs®. The EIA information fails
to correctly describe the current
‘conditions and thus the potential impact
of Sakhalin Il on the rare Steller’s sea
eagles.

Shell has also failed to carry out
adequate consultation with Japanese
governmenta! officials and citizens, in
particular the fishermen, even though
Hokkaido, the northern island of Japan,
is just 40 km away from Sakhalin lsland.

Earthquake risks

Shell proposes to bury on-shore oil and
gos pipelines across 800 kms of
Sakhalin, an area that includes 22 active
faults. Further exacerbating this problem,

these pipelines would traverse hundreds

of wild salmon-bearing streams. These
streams support fisheries vital to the
island’s communities and indigenous
people. An independent report released 2
March 2004 by environmental
organisations exposes flaws in the seismic
risk analysis conducted by Shell for the
Sakhalin 1l project, including understating
the seismic risks®.

Oil spill preparation is second
best

In October 1999, environmental groups
brought lndependent consultants from
Alaska and the North Sea, who have
expertise in oil spill prevention and
response, to review Sakhalin’s standards
for spill prevention and response. The
report, Sakhalin’s Oil: Doing It Right,
contains 78 recommendctions, and notes
that Shell’s current Oit Spill Contingency
Plan in Sakhalin falls far short of
measures taken in Alaska and the North
Sea®. Given the difficult climate and
seismic conditions of the Sea of Okhotsk,
dlong with the great value of marine
resources, an oil spill anywhere along the
coast of Sakhalin would be disastrous. |

Not benefiting local people

Local Sakhalin residents feet betrayed, as
promises to supply gas to the island have
not been fulfilled. Ludmila Ponomaryova,
a 61 year-old Sakhalin inhabitant, was
quoted recently by the BBC, “We don’t
see the oil and gas. We can’t even buy
coal to kesp warm. So us mortals, we're
not counting on it.”

Shell claimed that the Sakhalin Il project
was supposed to bring significant
economic benefits to the people of
Sakhalin, while protecting the
environment. However, a review by the
Auditing Chamber of the Russian
Federation on the Sakhalin I Production
Sharing Agreement shows that “...the
inferests of the State in issues of ecology,
mineral use, tax and customs legislation,
as well as government control, were not
adequately taken info consideration, .
which has led to damaging the interests
of the Russian. Federation during the
process of realization of the given
projects”.*® Further, the Chamber
determined that inappropriate financial
transfers pertaining to the Sakhalin Il
project cmounhng to US$19.7 million
occurred?,
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Great expectations—corporate social responsibility (CSR)

 Why the voluntary approach just isn't good enough

pitfalls of the voluntary apprv;clch

Need to reform UK
company law

“Qur.core values of honesty, integrity and
respect for people define how we work.
These values have been embodied for
more than 25 years in our Business
Principles, which since 1997, have
included a commitment to support human
rights and to contribute to sustainable
development. We-continue to make
progress in translating our commitment to
contribute to sustainable development into
action.” .
P
— Shell, How We Work, report available on
Shell website www.shell.com

Shell has been recognized by many as
one of the pioneers of “corporate social
responsibility” or CSR, based on its initial
response to the international outcry over
the execution of Ken Saro-Wiwa, and the
proposed dumping of its Brent Spar oil
platform in the North Sea. CSR was a
promise that companies would go beyond
their existing legal obligations to address
issues of sustainability, development, and
human rights. :

in 1998, Shell produced its first CSR
report, Profits and Principles— Does There
Have to Be a Choice? Thereafter, Shell
began withdrawing from anti-
environmental lobby groups such as the
Global Climate Change Coalition, an
industry lobby group which had spent
US$60 million denying the existence of
climate change in.the 1990s.

So where did it all go wrong?

:CS.R—whal is it all about?

Corporate social responsibility implies

- that the values that drive multinational

corporations are compatible with the
values that drive society and our concern
for the environment and human rights.
The experience of many communities
living in the shadow of companies
operating in their backyard, as illustrated
in this report, show that this is far from

reality.

= The corporate values that appear to drive
“ Shells managers are exaggeration, greed
" and cover-up. An internal report

commissioned by Shell after the fiasco
related fo its report of inflated reserves
revealed a three-year plan to deceive
investors regarding the leve! of reserves.
Eventually'the production manager
responsible was forced to concede in an
internal email to the CEO: “I am sick and
tired of lying about the extent of our
reserves” although he didn't subsequently
inform investors.”s

One of the obstacles to the
implementation of CSR strategies is that
company law promotes the pursuit of
short term profit above dll else. This focus
on the short term means that important
long term environmental and social issues
are simply not addressed. The lack of real
“on the ground” success in CSR also
clearly demonstrates how it is driven
largely by the PR and marketing
departments rather than any genuine
desire to change business policies and
practices. :

So the real reason for CSR appears to be

to maintain and enhance a company,s
reputation locally, nationally and globally
which in turn; enables companies to

deflect bad PR with good PR, neutralise
local opposition and watchdog NGOs,
altract foreign investment and reduce

regulatory pressures by arguing that the

corporation. RS

” S
The concept of the socially re<§3 Sible
company is used to most eFfQ{ %
companies to support of theW@se of the
voluntary approach rathef than legally
binding regulations egislation. The
hidden agenda of SR, though, is to
mask the private lobbying that company’s
do which often contradicts the position
taken in their CSR reports {see
“Corporate lobbying under scrutiny—the
case of Shell”).
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From a stakeholder perspective the

* voluntary approach is flawed because it

provides litfle incentive for a company
beyond its protecting its reputation to
significantly improve its social and
environmental performance, doesn’t give
affected stakeholders the right of redress,
and fails to deal with companies that
choose fo ignore it.

Companies favour the voluntary
approach as they want self regulation.
They claim by usme voluntary
approach theyhave more flexibility and
plement various codes of
caadu ch’ as the Global Compact,
an comply with new legislation.
and more Governments in turn

rful of company threats to relocate or
SN
S
&
S

lay off workers are also encouraging this
approach as it easier to implement and
requires litfle if any governmental
oversight.

The UN Global Compact is typical of
many voluntary approaches fo
incorporate codes of conduct for
addressing social and environmental
issues. A motivating factor for many
companies to join the Global Compact is

to enhance their reputation in the areas of
sustainability, international development
and human rights. All companies have to
do to comply with the lofty aims
embedded in the nine general! principles
of the Global Compact is file an annual
report. Effectively, companies monitor
themselves while affected stokeholders are
left on the outside.

The irony of the Global Compact is that
the reputation most likely at risk is that of
the United Nations itself by association
with corporations with poor human rights
and environmental records as well as the
more sinister cultural impact of being
overly influenced by the short-term profit
driven ideology of major corporations.”*?
The myth of CSR and the effectiveness of
the voluntary approach need to be
exposed to prevent inhumane and
environmentally unsustainable business
policies and practices continving.

Currently, UK law governing
companies does not consider the
significant impact that companies
have on human rights,
communities, and the
environment. What is clearly
needed is a law that holds
companies accountable for their
social and environmental
impacts, and affords redress to
affected stakeholders.

As this report demonstrates,
there is an urgent need to reform
company law so that directors
have a “duty of care” to consider
the significant environmental and
social impacts of their
companies’ policies and
operations. This duty of care
should apply not just in the UK
but wherever a company
operates in the world.
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“Conclusions

The fenceline communities tell Shell...

Friends of the Earth tells Shell...

Cultivation of its image as a responsible
multinational corporation is a significant
priority for Shell. It spends millions of
dollars on glossy brochures and
advertising-fo convince us all—and
perhaps itself — that it is a leader in
corporate social and environmentol
responsibility. .. .

At conferences and infernational
meetings, such as the 2001 UN.World
Summit.on Sustainable Development in
Johannesburg, Shell trumpets to

governmental officials its commitment to’ -

sustainable:development and human
rights. But in frumpeting this commitment,
Shell advocates for an entirely voluntary
approach, which has not resulted in
securing the vitally important changes

that communities in the shadows of Shell .

facilities are demanding. The real-life

" stories in this report demonstrate the need

for Shell's senior management to spend
less time on the message and more on
moking a difference where it matters
most—in the communities living next fo
Shell's operations.

Shell has not met the sustainability
challenge it set for itself in 1995, and is
still putting short-term profit before people
and the environment. It is time for Shell to
move beyond the PR. In order to do so,
Shelf CEQ Jeroen van der Veer must:

© Stop wasting its resources on “feel
good” social projects that do nothing
to solve the serious heclth and
environmental problems of its facility
operations that plague communities
oround the world.

e Eliminate hazardous and life-
threatening facility accidents by
replacing antiquated and dilapidated
pipelines and refocating them to non-
residential areas.

Significantly reduce pollution where
Shell operates in communities of color,
just as Shell has done at its facilities in
Denmark and other locations that are
predominantly populated by
Cavucasians.

°

Comply with local legislation and
relocate oil depots away from Manila,
where the densely populated area is
subjected fo the depot’s constant toxic
emissions, as well as the threat of the
depot being a terrorist target.

© Improve and enhance its identification
and measurement of facility pollution
by employing state-of-the-art real-time
environmental monitoring, which
thoroughly involves community
participation.

© Cease any ond all delays in
terminating the odious practice of gos
flaring in Nigeria.

® Take full responsibility for past
environmental damage that continues
to impact the health and environment
of people in places fike Sao Paulo,  ~
Brazil and Curacao, Caribbean.

® Fully and accurately assess the
significant impacts of massive projects,
like the Sakhalin Il oil and gas drilling,
processing, and export complex in
Russia, which could uliimately subject 0(\ é‘\
Sakhalin Island to irreversible é" N\
environmental disasters and 09 $
devastahng economic losses. \Q Q

S

Each case documented in thi orf

represents a pofential and,s xmcont

liability for Shell. It is i \?ont that

Shell's shareholders afd financial analysts

recognize that for &éry case detailed

here, there are many more around the

world.

The UK is the fourth largest economy in
the world, and the largest foreign direct
investor. The way UK plc goes about its
business directly affects the lives of
hundreds of millions of people across the
globe.

When the Labour Party came to power in
1997 it promised to implement an ethical
foreign policy. In 1998 the Government
announced a review of company law that
would recognise the role of stakeholders
in company law~Jfiree years on, the
Foreign Sec y Jack Straw stated “we
cannofl @ companies fo regulate
i globally any more than we
our national economies. Sefting

quires legislation.”*

ﬁ ?!mon standards ot a global level
RN &

Unfortunately we don't have much to
show after six years of broken promises.
The Government-appointed Company
Law Review Steering Group published o
report in 2001 that marginalises the role
of stakeholders and the consideration of
wider social and environmental issues?’.
Rather than legislate in this area, the
Government believes that companies can
be made accountable through CSR,
voluntary codes of conduct, and
partnerships with civil society and
government.

As this report shows, relying on CSR and
the voluntary approach to make
companies accountable for their social
ond environmental impacts is
fundamentally flawed.

Friends of the Earth {England, Wadles and
N. Ireland) is working as part of the
Corporate Responsibility (CORE) Codliion
which includes trade unions, environment,
human rights, development and faith
organisations including Amicus, Amnesty
International, Christian Aid, Transport &
General Workers Union, New Economics
Foundation, Save the Children, Traideraft,
the public service union UNISON, and the
Unity Trust Bank to promote the reform of
company law to take into account social
and environmental impacts

We calf on the UK Government to
support the reform of company law as
promoted by the CORE coalition in order

to:

L]

Place a duty of care on directors to
take reasonable steps to reduce any
significant social or environmental
impacts.

Require all UK companies to report
on the significant negative
social or environmental impact
of their operations, polices, products,
and procurement policies with
independent verification.

Create foreign direct liability for
companies so that affected
communities ¢can seek redress
in the UK for human rights, social and
environmental cbuses as a direct result
of their operations or of their oversees
subsidiaries.

We call on Shell fo cease relying on CSR
and voluntary codes of conduct to
address corporate abuse of the
environment and human rights, and
instead to:

©

support inifiativés like CORE to reform
company law to address social and
environmental impacts, and

stop lobbying against international
corporate accountability inifiatives like
the UN Norms on the
Responsibilities of
Transnational Corporations and
Other Business Enterprises with
Regard to Human Rights, and
the US Alien Torts Claim Act.
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As Shell's neighbours; we have been Assurance report

comparing—for decades—the To: Friends of the Earth
information that Shell presents in glossy From:  Global Community Monitor
brochures against what's reafly Re: the Other Shell Report 2003

happening on the ground.

Introduction : .

We have been asked to provide assurance over the community testimonies and first
hand accounts defailed in this Report. This Report is the responsibility of Friends of the
Earth. Our responsibility is fo express an opinion on the information, testimonies and
statements indicated, based on our experiences referred to above in “Message from the
independent Auditors.” i

We have dligned ourselves with
standards of truth, gecuracy and justice
for all. We live in the hot spots that Shell
has created by placing refineries,
pipelines and wells.in our-communities.
We do not represent o hand-picked
external-panel of:so-called experts—————-- -

warking in comfortable offices hundred In our opinion
9 Offices huncreds The socicl and environmental performance of Shell, as indicated in this report properly
or even thousands of miles away. We are ’

! flects reality. P f ici i ivi

the true experts, and pay the price for our reflects reality ersc?nal stafements are sufficiently supported by experience of fiving
. . g S next fo Shell’s polluting activities.

proximity to Shell's polluting activities.

Assurance work performed

We do not-use complicated symbols to - - h ol -
§ P Y In forming our opinion, we have studied this report in the context of our experfise and

!
5 categorise data. We have no coveats,
complicated disclaimers, limitations or

aggregate numbers in our testimonies. a multi-disciplinary team, comprising fenceline neighbors and environmental and socig.b

—Shell’s Fenceline NéighBors We believe our experiences provide a reasonable basis for our obsolufe\’qﬁiﬁfon.

a d th d :
roune the wer Global Community Monitor / A project of the Tides Center

expériences os detailed above in “Message from the Independent Auditors”. We used QQ'K@‘
&

specialists. , Qﬁi’\ $Q
Qur first-hand accounts are based on . N o 2 : RN \{\\O
something far more reliable: our | ) Considerations and limitations ) O\\ K\Q
experience of having Shell as a neighbor. ~ None & OQ\\

{

+ SAPREF, Social and Environmental Performnce Report 2002

+ 5pCEA ond Daish Fund for Noture, 2002, Comparison of

Norco area. . ." Steve Clark, Shift in Priorities, BUSINESS
Rerorr, 31 July 2001, available at

“ Dan Lawn et al, -Sokhalin’s Oil: Doing It Right — Applying
Global Standards to Public Participation, Environmental

‘Rofneries in Denmark and South Durban in an E

and Societal Context—a 2002 Shapshot.
 Robbins, ef o, The Setflers Primary School Health Study, Drof

Final Report, University of Natal Faculty of Medicine, Durban

:

Insfitute of logy's Dep of Envi ! Health, -

University of Michigan {USA}, 2002. :

+ Personal Communication by Mr. Mustafa, Shell consultant,
December 2003.

s Personal Communication by Me. Mustufa, Shell consultant,
2001 & 2002.

« Refinery Reform Campaiga media release, LegalActionAgainst
Shell, 3 June 2003

7 The Philippine House of Representatives, Question of Privilege
of Rep. Rosales, Journal No. 58, 4 March 2003, pp. 10~
12.

% Job T. Realubsit, Court Order Gives Pondacan Oil Depots a 20-
day Reprieve, THE MaNIA Times, [Monilla, the Philippines), 1

, May 2003, ovailcble ot
wwaw.manilatimes.net/national /2003/moy /01 /top_stories/2
0030501 top4. himl.

* From the Shell officia! website, Shell in the Philippines:
Background on Pandac: le-Down Project, availoble ot
hitp:/ /www.shell.com, e/ Framework2siteld=ph-
enam-/ph-en/i@\/awgen/abom_;hen/panamn_

scaledown/zzz_JREMIBFC3=/ph

en, hf‘ml/i»z%en about_shell/pandacan_scaledown/psd_hom

i

s Permanent Solution to Oil Depot Issue, INQURER
Service, 2 May 2003.

3 [d
4 Jerome Aning, Atienza Sued for Allowing Oil Firm to Operate
sl

in Depot, Inaumer News SErvice, {Manilla, the Phili

http:/ /www. b com/pub/19_24

# Shell media release, Proven Reserve Recategorisation
Following Internal Review: No Material Effect on Finoncial
Statements, 9 January 2004

= Michael Harrison, Shell Chief Foces Nigerion Challenge, Tre
INDERENDENT, {London, England), 2 February 2004

 Shell official website, “SPDC [Shell Nigeria) is commitied to
ending routine gas faring by 2008 through effective
economic utilisation of the gas for the benefit of Nigeria”,
avoilable at www.shell.com.

* Okon Bassey, Oil Spifl: Community Cries Out, Tris Day, (Port
Harcourt, Nigeria), 12 Janvary 2004, availoble of

_ hitpe/ fwww hisdayonline.com/ archive/2004/01/12/2004
0112news35.htmi. .

™ Andrew Pendelton et of, Behind the Mask: The Real Face of
Corporate Sociol Responsibility, CHriSTAN A, (London,
England), 21 January 2004, available ot
hitp:/ fwrvew.christian-
aid org uk/indepth/0401 csr /index. him. Alan Detheridge, o
Shell representative, confirmed this level of Shell's
expenditures during a face-to-face meeting with Christian Aid
in 2003.

 Dr. Antony Wong, Head of the Depariment of Toxicology at
the Hospital das Clinicos of the University of Séo Paulc
[HC/USP), Report on Envirenmental Contaminations of the
Town House of Sao Paulo.

# Jack Doyle, Riding the Dragon: Royol Dutch Shell & the Fossil
Fire (Environmental Health Fund, 2002}, p. 50.

*id.

» i

¥ id.atp. 51,

* From The Lonely Planet website
Jonelyplanet.com/destinations/ caribbean/ curacao.

3 Section on Chemicals and Air Pollution of the Laboratory for
Envi | Technol

12 May 2003.

% Joel R. Son Juan, UP Moves fo Get Back Pandacan Ol Depot
Land, THe ManiLa Twigs, {Manilla, the Philippines), 10 July
2003, ovailoble at
www.manilatimes.net/national/2003/jul/10/top_staries/20
030710t0p3.himl. *

4.

v id.

'* Shell official website, Shell in the Philippines: Communily
Activities, information detailing various secial projects and
events that surged in frequency beginning in the year 2002,
avoilable at hitp://www.shell.com/home/
Fromework2siteld=ph-en&FC2=/ph-
en/html/iwgen/about_shell/pandacan_scaledown/zzz_tha.h
tmI&FC3/ph-
en/html /iwgen/about_shell/pandacan_scaledown/psd_comr
el 011604 html.

* The Philippine House of Representatives, Question of Priviege
of Rep, Rosales, Journal No. 58, 4 March 2003, pp. 10—
12,

® This section of the report was compiled from the following
sources: {1) Sheli-Norco, Good Neighbour Initiotive, (2) the
Refinery Reform campaign, and {3} Commonweal, Norco
Studies Project: A Victory for Collaboration, avoilable ot
wvew commonwedl.org/ norcovictory himl.

%, .. Also, in March {1999] DEQ made the fargest
compliance setlement in its history, with Motiva Enterprises
UC, for air and water quality vialations at the company's
Norco and Convent refineries. The seftlement, part of a
nationwide case against Mofiva, will result in a $500,000
caish payment to DEQ and $4 million in “BEP* {beneficial
environmental projects] agreed to by Motiva, To safisfy the
BEP requirements, the company has committed 1o spending . .
- $750,000 for an ambient air monitoring network for the

Department of Foreign Affcirs of
Venezuela, Research of Air Pollution on the Islond of
Curacao, 1982.

» Central Environmental Management Service of Rijamond
(DCMR), Environmental Research Shell Curogoo, 1983

» Epidemiotogy Department of the Public Health Service of
Curacao, The Curagao Health Study, 1996

* Norbert George, Kingdom Policy Fatal for Curagao, 2003.

* Rudie Kagie, The Lost Colony, 1982.

® Caribbean Research and Management Institute, Memo dated
24 Sept 2004; RPM Bak, Effects of Chronic Oif Pollution on o
Caribbean Coral Reef, 1987; Government of the Netherlands
Antilles, National Environmental Report, 1992.

® Environmente! Services Curacoo, Environmental Report,
1997.

* Sakhalin Enviranmertal Watch website
www.sakhalin.environment.ru.

<

*! Infernctional Whaling Commission, Report of the Scientific
Commiiee, Section 10.7.5, 22 July 2001, p. 54

4 Sakhalin Environmental Watch, Report on the Fisheries Volues
of Aniva Bay, May 2003.

1 SEIC ESHIA 2003, Volume 2, Chopter 1, Existing Environment
and EIA 2002, TEQC Volume 7, Book 1-E1A, Chapter 1,
Baseline Environment. )

“ Breeding only in Far East Russia, the Steller's sea eagle is @
species protected by the Jopan-Russia Migratory Bird Treaty
Act, and also is designated as a natural treasure [Cultural
Properties Protection Low} in Japon and considered under
domestic rare wild animals and plants {Species Preservation
Low). IUCN considers it an endangered species.

« Richard A. Fineberg, Seismic Risk and the Onshore Pipefine
Porfion of Sakhalin Energy lnvestment Company's Sckhalin i
Phase !l Phase 2 Project: Unanswered Questions, 25 Janvary
2004.

A Oif Spilt Prevention & Response, Liability
Standards in the Sakhalin Oblast of the Russian Federation,
{a publication of Sakhalin Environment Waich and the Pacific
Environment & Resources Center), November 1999.

¥ Alon Quartly, Oil Wealth Flows Past Russia’s Islanders, BBC
Mews WORDWIDE, 24 September 2003, ovailoble o
hitp://news.bbc.co.uk/2/hi/europe/31 29608 stm.

“ Auditing Chamber of the Russian Federation on the Sakhalin
1l Production Sharing Agreement Report, Section 3.2, 21
March 2000, p. 15. This report focuses on the resulls of @
complex evaluation of the use of government property
provided on the basis of the right for use of mineral resources
fo subjects of entrepreneurial acfivity on the basis of
retribution, in particular the payment of taxes, collections,
and other payments to the federal budget, as well as
insurance payments to goverament non-budget funds during
the execution by them of the Production Sharing Agreements
“Sakhalin-1' and ‘Sakholin-2 ond the fulfilment of the
conceptions of the Auditing Chamber, adopted ot the
Collegium of the Auditing Chamber of the Russian Federation
on April 17 1998 based on the results of @ thematic
evaluation of the organization of levying of foxes and
payments inta the budget during the execution of the
Production Sharing Agreement in correspondence with the
federal lew “About Production Sharing Agreements' ot
enlerprises and organizations of Sakhalin Region.

“id.

© The Natal Mercury, 16 October 2003

** eThekwini Municipality Multi-Point Plan [MPP).

# South Durban Community Environment Alliance GIS record of
complaints.

# Personc! communication by SAPREF, December 2003.

 The Notol Mercury, 15 Jonvary 2004,

55 SAPREF press release, Power Failure, 21 Aprif 2004.

* Southern Stor, ‘Black Wednesday’, 23 Aprit 2004.

¥ Corporate Europe Observatory, Shell Leads International
Business Campoign Against Human Rights Norms, CEO Info
Brief, March 2004, availoble ot
hitp:/ /www.corporateeurope.org/norms. pdF.

“id

*id

 Center tor Consfitutional Rights, Wiwa v. Royal Dutch
Petroleum/Wiwa v. Anderson/Wiwa v. Shell Petroleum
Development Company, Synopsis, ovailable at
hitp:/ /www.cer- )
ny.org/v2/legal/corporate_accountability/corporate

Arficle.asp?ObjID=sReYTC7 5t&Content=46.

o id .

i

4 The US Supreme Court heard oral arguments on the case,
Sosa v. Avarez-Machain, brought under the Aliens Tort
Cloims Act, on March 30, 2004.

 Katherine Griffiths, Lies, Cover-Ups, Fot Cafs and an Oif
Giont in Crisis, THE INDEPENDENT, {London, England), 20 April
2004. !

* Corporate Watch & Transnational Resource & Action Center,
Tangled Up in Blue: Corporate Partnerships ot the United
Nations, Septermber 2000.

“ Jack Straw, UK Foreign Secretary, Local Questions, Global
Answers, 10 September 2001 . A speech on globolisation at
the Museum of Science and Indusiry, Manchester, England.

¥ UK Company Law Review Steering Group, Modern Company
Lenw for @ Competiive Economy, Final Report, June 2001.

 CORE webite www.corporate-résponsbility.org.
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