








OUR
APPROACH

Shell works to help meet the world’s
growing demand for energy in a .,
responsible way. This means
operating safely, reducing our
impact on the environment and
sharing benefits with the communities
who are our neighbours. We have
global standards in place and . i
continually learn from our I — i
experiences fo improve the way we f -

operate. This section outlines how |

sustainability underpins our |

operations, including how we work |
with communities, our commitment . I
to safe operations and how we |
manage environmental impacts. '

The hull of our Prelude floating liquefied

natural gas facility under construction in
the Geoje shipyard, South Korea.
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INTRODUCTION FROM THE CEO

| am pleased fo introduce the Shell Sustainability Report for 2013. We have exrerienced

a challenging year, in a difficult business environment. | will continue to take a

ong-term

view of our business, where the health and safety of our people and neighbours, and our
environmental performance, remain the top priorities for Shell.

Sustainability is infegral fo our business. We
operate responsibly, invesfing to safisfy growing
global energy demand and fo help build a cleaner
energy system for the future. We also actively
participate in key discussions between business,
civil society and government.

OPERATING RESPONSIBLY

We will continue fo focus on operational
performance while embedding sustainability within
Shell. This means taking stringent sfeps to prevent
harm fo the people working in our operations, our
neighbours and the environment. Running a safe
and efficient business is at the core of good
operational performance.

We need fo challenge ourselves to make sure we
always do the right thing and seek solutions that
share benefits with the communities where we
operate. This can boost local economies by
creating jobs, developing skills and encouraging
enferprise by working with local suppliers, offen
helping them to build capacity. It increases trust and
builds lasting, positive relationships.

Therefore, at Shell, doing the right thing is not only
a matter of principle, it also makes good business
sense. | will be looking at each part of Shell's
business to ensure that we continue fo improve our
sustainability performance. We have made a lot
of progress over the years, but expectations
confinue fo rise — we must never be satisfied or
complacent.

A CLEANER ENERGY FUTURE

We apply our expertise and knowledge from our
long hisfory in the oil and gas secfor to develop
technologies and innovations. This includes cleaner
energy solutions that can be deployed now — such
as natural gas and low-carbon biofuel — as well
as emerging opportunities, such as advanced
biofuels and liquefied natural gas for transport.
We produce about as much natural gas as oil.
Gas is the cleanest fossil fuel, producing half as
much carbon dioxide [CO,) as coal in power
generation and less local pollution.

The development of our Quest carbon capture and
storage (CCS) project in Canada is expected to
capture 1 million tonnes of CO, a year from our oil
sands operations. The project will provide valuable
knowledge to support broader application of CCS
technologies.

We design our new operations fo minimise our
impact on the environment and confinue fo work fo
improve the energy and water efficiency of our
existing operations.

WORKING TOGETHER

The scale of the global challenges that the world
faces is too great for one company, or one sector,
fo resolve. Global demand for energy is rising as
populations grow, living standards increase and
urbanisation infensifies. There will be greater
stress on the essentials of energy, water and food,
which is likely to be exacerbated by climate
change.

®

OUR APPROACH

"Boosting local economies
by creating jobs,
developing skills and
working with local
suppliers builds trust.”

We are helping to shape a better understanding of
and response fo these challenges. During 2013,
Shell continued to bring the private and public
sectors together by hosting events that promote the
need for building resilience in companies and in
society af large.

However, greater levels of collaboration and trust
must be fostered among government, industry and
civil society to create the urgent shift needed to help
address these challenges. Governments must
provide the right frameworks fo encourage
economic investment in cleaner energy, while
business can offer technology, know-how,
transparency and pragmatic long-term views.

We were a founding member of the UN Global
Compact and continue to support its principles in
human rights, labour, environment and anti-
corruption. Defails of our progress in these areas
can be found in this report.

| would like to thank the members of the External
Review Committee [ERC], consisting of experts in
sustainability, for their help in developing this report.
Their contributions are highly valued.

I invite you fo send your comments on the report to:

sustainabilityreport@shell.com

Ben van Beurden
Chief Executive Officer
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SUSTAINABILITY AND
OUR BUSINESS STRAT

EGY

Our approach to sustainability seeks to reinforce our position as an industry leader while
helping to meet global energy demand in a responsible way. In the decades ahead, more
energy will be needed to spur economic development and sustain a growing population as

living standards rise for many people.

As competition increases for access to energy
resources and new customer markets, sustainability
remains crucial fo delivering our business sfrategy.
We seek to build a porffolio that balances the
short- and long-term interests of our business, faking
info account a range of key risks. Major projects in
areas such as liquefied natural gas, deep water
and tight gas are included in our portfolio. We
infegrate economic, social and environmental
considerations info our business decisions from the
earliest stage.

Our commitment fo technology and innovation
confinues to be af the core of our strategy, and our
engineering expertise is key to the growth of our
businesses. As we move info increasingly
challenging environments, we use advanced
technologies and find creative ways to access
difficult resources. Working in these environments
can require more energy-intensive processes, which
is likely fo increase our greenhouse gas emissions
over time.

Implementing high standards in our approach to
safety, the environment and community relations is
criical fo the success of these projects; it helps us fo
minimise delays and to manage the impact on the
environment and our neighbours. It also enables us
to share wider benefits with communities where we
operafe, and support host government obijectives for
economic and social development.

INTEGRATING SUSTAINABILITY

We integrafe our approach fo sustainability across
our activities on three levels (see diagram). We
work in collaboration with businesses, governments
and civil society, including non-governmental
organisations [NGOs), at each level.

Running a safe, efficient, responsible and
profitable business

This is the foundation of our approach, which
includes having processes and tools in place fo
manage safety, environment and community
involvement. We aim to continuously improve the
way we operate to prevent incidents and identify,
avoid where possible and minimise adverse
environmental and social impacts across our
projects and facilities.

Sharing wider benefits where we operate

Our business is planned for the long term, which
means we can be part of a community for
decades. We help to develop local economies by
creating jobs, sourcing from local suppliers, and
paying faxes and royalties. VWe support community
projects that are based on the needs of the local
communities.

Helping to shape a more sustainable energy future
In the coming decades, more and cleaner energy
will be needed for economic development in the
face of growing environmental pressures. We are
investing in low-carbon energy solutions and
advanced technologies, such as those that increase
energy efficiency and reduce emissions (page 27).

SHELL’S APPROACH TO SUSTAINABILITY

Helping to shape a more
sustainable energy future

Running a safe, efficient,
responsible and profitable
business

®

OUR APPROACH

The scale of the global challenges that the world

faces is foo great for one company, or one sector,
to resolve. Effective collaboration is urgently needed
to shape a sustainable energy future.

OUR GOVERNANCE
AND STANDARDS

The overall accountability for sustainable
development within Shell lies with the Chief
Executive Officer (CEQO) and the Executive
Committee. They set priorifies and standards in
sustainable development that help shape our
business activities. The CEO chairs the Health,
Safety, Security, Environment and Social
Performance (HSSE & SP) Executive, which
shapes, drives and assesses how we manage
our performance in these areas.

All employees and contractors working for
Shell, including those at joint ventures we
operafe, are required fo act in accordance
with our mandatory HSSE & SP Contfrol
Framework. This defines standards

and accountabilities at each level of the
organisafion, and sefs out the processes
and procedures that people should follow.

Our business managers are accountable for
running our projects and facilities responsibly.
They work with communities, NGOs, partners
and others fo better understand and address
the impact of our operations. Our HSSE & SP
specialists work with business managers

to implement our standards, which help o
improve our sustainability performance. We
have comprehensive assurance processes in
place fo monifor compliance.

The Corporate and Social Responsibility
Committee [CSRC| of the Board of Royal Dutch
Shell plc reviews policies and performance
with respect to the Shell General Business
Principles, Code of Conduct, HSSE & SP
standards and issues of public concermn on
behalf of the Board. Besides its regular
meetings, the CSRC visifs facilities fo meef with
local employees, contractors and external
stakeholders to observe how Shell's standards
regarding HSSE & SP are being implemented
in practice. During 2013, the Committee
visited South Africa and Alaska, USA.
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SAFETY

@

OUR APPROACH

Safety is critical to the responsible delivery of energy. We develop and operate our facilities
with the aim of preventing any incidents that may harm our employees and contractors or
nearby communities, or cause environmental impact. We continue to build a culture where
people understand their role in making Shell a safe place to work.

Operating safely is central fo the way we deliver
energy and products to our customers. Our goal is
for all of our facilities to operate with no leaks or
incidents that may cause serious injury fo our
employees, contractors or neighbours. We have a
global sef of standards that detail the safety risks
that need fo be managed and who is accountable.
This is called our Health, Safety, Security,
Environment and Social Performance (HSSE & SP)
Control Framework and it defines the controls for
managing our operations safely and responsibly
[see box, page 5).

All Shell employees and contractors, and those at
joint ventures we operate, must follow our safety
rules, intervene in unsafe situations, and respect our
neighbours and the environment. These expectations
and controls are the foundations of the proactive
safety culture that we nurture in our workforce. Our
Life-Saving Rules and annual global Safety Day
promote a culture where everyone takes responsibility
for safety. The mandatory 12 Life-Saving Rules cover
expectations on managing the most critical safety
risks. Lives can be lost when these are not followed.
Since their implementation in 2009, there has been
a notable reduction in the number of fatalities in our
operafions. Our annual global Safety Day is an
opportunity for all employees and contractors to

Shell employees make plans to operate
safely at the Pulau Bukom manufacturing
site in Singapore.

spend the day sharing ideas and good practice,
and planning ways fo improve our performance in
safety.

PROCESS SAFETY

We seek fo ensure that all our facilities are well
designed, well operated and well maintained fo run
safely. This means not releasing any hazardous
material that could harm people or the environment.
The global fechnical safety standards for all projects
and facilities we operate meet local regulatory
requirements and, in many cases, exceed them.

A three-year review programme of our engineering
design standards to better manage safety risks was
completed in 2013. The review sought fo ensure
that our standards are up fo date and effective. It
was followed by the implementation of a specific
fraining programme for engineers fo infegrate the
standards info the design of our new facilities. In
2013, we also completed a $6 billion programme,
which started in 2006, to improve the safety

of our oil and gas production facilities. Around
$750 million was invested in the safety and
reliability of our refineries, chemical plants and
distribution facilities during 2013.

We routinely prepare and practise our emergency
response 1o potential incidents such as an oil spill or
a fire. This involves working closely with local
emergency response crews and government
agencies fo joinfly test our plans and procedures.
The fests confinually improve our readiness fo
respond. If an incident does occur, we have
procedures in place designed to reduce the impact
on people and the environment.

Shell learns from investigations into major industry
incidents and embeds this knowledge into ifs
technical safety standards. Our training programme
for managers creates a working culture that
increases risk awareness and prevents safety
incidents. The fraining, along with onthe-job
experience, helps people to recognise and respond
to small signs of a potential problem. It encourages
people to raise any safety concerns with managers
and infervene fo keep our people and facilities safe.

JOINT VENTURES

We often work in joint ventures with nafional and
infernational energy companies. VWhen we operate
the venture we apply Shell standards that cover
HSSE & SP. The sfandards for these joint ventures
also include the Shell General Business Principles
and the Code of Conduct. Where we are not the
operator we encourage our partners to apply
materially equivalent standards. For further
information about our joint ventures, contractors

and suppliers see page 17.

ROAD SAFETY

Our employees and confractors drove almost
1 billion km in 2013 - a distance equivalent
to 70 times around the world every day.

We transport fuel fo customers, deliver
equipment to construction projects and
fransport people to their work sites. Many

of these journeys take place in countries

with existing infrastructure and road safety
standards that struggle fo support the
increasing demand for road fransport.

We have programmes that frain our drivers fo
recognise hazards and to anficipate errors
from other road users fo reduce road transport
incidents. We enforce our global road safety
standards and minimise our use of road
transport when possible. We use technology,
such as monitoring systems inside vehicles, fo
further improve driver behaviour and we
recognise drivers for good practices.

We reached a new milestone in 2013 by
achieving a full year without an employee or
contractor road fatality. The number of road
transport incidents with a potentially severe
outcome was also reduced by over oneifth
compared with 2012. We believe that this
success has been due to the enforcement of
our road safety-related Life-Saving Rules:
drivers must follow a prescribed plan for
their journey; vehicle occupants must wear a
seat belf; drivers must not use mobile phones
while driving and must not exceed speed
limits. VWe have been recognised for our
road safety performance and, in 2013,
received the Prince Michael Infernational
Road Safety award.

To help reduce the number of road transport
incidents globally, we work with local
authorities, non-governmental organisations
and communities to implement road safety
initiatives. We are a lead partner and funder
of the Global Road Safety Partnership to
improve road safety in low- and middle-
income countries. We also support the UN
Decade of Action for Road Safety by
participating in projects af national and local
level, focusing on high-risk environments.
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ENVIRONMENT

@

OUR APPROACH

We are working to reduce the environmental impact of our operations as we help to meet
the world’s growing energy demand. We have strict environmental standards to manage
greenhouse gas emissions, reduce our use of energy, minimise our consumption of fresh

water and protect biodiversity.

The potential environmental impact of our acfivities
- and how local communities are affected — is
carefully considered both before projects start and
during ongoing operations. We focus on key areas
including consuming less fresh water; conserving
biodiversity; using less energy; minimising waste;
preventing spills and leaks; flaring less gas
produced with oil, and managing greenhouse gas
emissions. (For details of our environmental
performance, see page 32.)

Carbon dioxide (CO,) emissions are managed
with the use of energy-efficiency fechnologies
and processes, and by reducing flaring in our
operations. We are also working fo manage
CO, emissions by advancing carbon capture and
storage (CCS) technologies. For example, we are
implementing the Quest CCS facility in Canada
to reduce CO,, emissions from our oil sands
operations (page 11).

Our HSSE & SP Control Framework (see box,

page 5) includes environmental standards that must
be applied across Shell. All our maijor installations
including refineries, chemical plants, gas plants and
permanently sftaffed oil and gas production facilities

are also certified to ISO 14001.
WATER

The availability of fresh water is a growing
challenge for some communities and industries.
Operating in waterscarce areas may bring
operational and commercial challenges as
regulations on water become more sfringent and
the cost of using water increases. We are taking
steps fo betfer manage our use of water. To support
this, we have established a global centre of
expertise for water at the Shell Technology Centre
in Bangalore, India, which combines our water
technology skills and knowledge.

The design and operation of our facilities uses
innovative approaches and advanced technologies
fo manage water, such as customised water
recycling systems to reduce the amount of water we
use from local sources. We have water recycling
projects at several of our operations around the
world, including in Canada, the Netherlands and
South Africa, where we have worked closely with
local water authorities fo develop solutions that
benefit both Shell and local communities.

MINIMISING WASTE

Across Shell, we follow a standardised waste
management process. This includes finding ways to
reduce the volume of waste that is produced and
identifying substitute materials that create less waste
where possible. VWe make efforts to reuse or
recycle waste. For example, materials from

decommissioned oil platforms at our Indefatigable
Field in the UK North Sea were recycled or reused
(see opinion). Some waste materials are used as
fuel for power generation.

SENSITIVE ENVIRONMENTS

Our work with leading scientific and conservation
organisations around the world helps us fo find new
ways fo manage environmental challenges and
improve the way we develop our projects and
operate our facilities. We collaborate with
Earthwatch, the International Union for Conservation
of Nature, The Nature Conservancy and Wetlands
Infernational fo help us address environmental
aspects of our activities [page 25).

Shell aims to operate responsibly and transparently
in profected areas that are rich in biodiversity, often
working in collaboration with environmental experts.
We were one of the first energy companies fo
infroduce a biodiversity standard. An environmental
impact assessment takes place when we plan a
major project or an expansion to an existing facility.
We also consider the potential impacts on local
biodiversity, taking steps fo address them, and
review how local people may depend on
biodiversity and ecosystems for essentials such as
fresh water and food for their subsisfence.

For example, we are part of a joint venture
operating in southern Irag’'s Majnoon oil field, which
overlaps with an ancient wetland of international
importance (page 19). Our environmental plan
helped the project team gain a better understanding
of the sensitivities in the area and how local
communities use the marshes for their livelihoods,
such as for fishing and feeding livestock. This
influences the design of the oilfield infrastructure.

ENGINEERING WITH NATURE

Natural systems can be used to complement
man-made infrastructure, making the overall system
more resilient. For example, oyster beds can be
used fo stabilise pipeline systems and reduce
coastal erosion. VWe have been part of a joint
indusfry programme, which released a report on
natural systems in 2013 and recommended that
green infrastructure be included in the training for
engineers. Our scientists contributed to this work
alongside academics, The Nature Conservancy,
Dow Chemical Company, Swiss Re and Unilever.

Petroleum Development Oman (Shell interest 34%)
has commissioned the world's largest commercial
wetland watertreatment plant, which covers

360 hectares. The facility is located south of
Muscat, Oman, and treats water produced from the
Nimr oilfield by using reeds from the wetland as
water filters.

Mark Andrew

Project Manager,

Veolia Environmental
" ™ Services, Hull, UK

External opinion

“We have been working with Shell for
over 12 months on the dismantling and
disposal of several offshore structures
from the Shell Indefatigable gas field in
the southern North Sea. The contract
was based on sfringent technical, health
and safety and regulafory requirements.
The aim was to dismantle and recycle
the structures, applying the safest and
most environmentally friendly methods.

Shell takes ifs environmental
responsibility seriously. Shell worked
with us fo achieve an impressive

98.9% recycling and reuse rate of the
materials, which helped to reduce
environmental impact from waste
handling and freatment. Veolia
developed an environmental accounting
report which allowed the full tracking of
all wasfe streams. Materials from the
platforms were processed and graded
for recycling; wood was pulped and
made into paper, and crushed concrete
was used as an aggregate for
construction.”






FOCUS ON

CARBON CAPTURE AND STORAGE

Carbon capture and storage involves capturing carbon dioxide from large industrial sources
and storing it deep underground. The International Energy Agency says that carbon capture
and storcf is one of the most promising technologies available today to significantly reduce

global carbon dioxide emissions.

We are developing the Quest carbon capture and
storage (CCS) project to capture carbon dioxide
[CO,) from our oil sands operations in Alberta,
Canada. Quest will potentially capture more than
1 million tonnes of CO, a year and store it 2 km
below the surface, safely and permanently, when
it starts operations from around 2015. This is
equivalent to removing around 175,000 cars from
the road. The provincial government of Alberta and
the federal government of Canada are supporting
its development with funding of C$865 million as
part of their CO, reduction plans.

Pioneering CCS projects like Quest are needed to
show how existing technologies can work together
effectively. Our Quest project will demonstrate and
develop the combined technologies. Many have
long been used by the energy industry. For
example, the technology to pipe and inject
liquefied CO, underground has been used to
increase the flow of liquids from oil fields in North
America for more than three decades. If CCS is to
have a significant impact on global CO, emissions
it needs to be supported by governments and taken
up widely by industry, including power generation
companies that produce electricity from coal, gas
and oil.

INSTALLING CCS

Quest is being constructed on behalf of the
Athabasca Oil Sands Project (Shell interest 60%). It
will capture up to 35% of the current CO, emissions
from the Scotford Upgrader, a facility around 40
km from the city of Edmonton, Alberta. The Scotford
Upgrader is where bitumen, a heavy ail, is tumed
info synthefic crude oil using hydrogen.

The captured CO, will be compressed to a liquid
state. It will be transported 60 km through an
underground pipeline fo three wells north of the

Upgrader in Thorhild County. The CO, will then be
injected info an underground porous rock formation,
below multiple layers of impermeable rock. To
profect shallow ground water during injection, the
wells will have three barriers of steel casing, each
cemented in place.

There is a rigorous monitoring programme in place
fo confirm that the CO, remains safely and securely
underground. This will involve drilling and monitoring
additional wells near the injection wells and testing
existing ground-water wells fo establish a baseline
allowing us to verify that there are no impacts from
the project.

WORKING WITH THE COMMUNITY

Before the project began we were aware that
public acceptance and local community support
would be critical fo the success of the project. We
have engaged extensively with communities,
including holding meetings with local residents to
offer information about the project and to address
any concerns. Consultation with landowners has led
fo a number of changes to the originally intended
route of the pipeline. We are also avoiding
farmland during harvest season while consfructing
the pipeline.

We have established a community advisory
panel, with 10 members from the community,

as a way of sharing information about the
monitoring programme. The panel will review the
results of the monitoring programme and serve as
advisers to Quest's monitoring team. The panel
members include local land owners, a county
councillor, an emergency services worker, a
university professor, a school principal and a
government medical representafive.

OUR APPROACH

el

Our Quest CCS facility being
built at the Scotford Upgrader
in Alberta, Canada.

CCS FOR THE FUTURE

Shell is also involved in other CCS projects. In
Australia we are a partner in the Gorgon offshore
natural gas project (Shell interest 25%). This will take
naturally occurring CO, produced with natural gas
— which would otherwise be released info the
atmosphere — and store it over 2 km underground.
We are also a partner in the CO, Technology
Centre in Mongstad, Norway, which is developing
and festing CCS technology.

We have also submitted a proposal to the UK
government for a project to store CO, in a depleted
gas reservoir in the North Sea. During 2013, this
project, which will potentially capture and store
around 10 million tonnes of CO, from a gasfired
power sfafion in Peferhead, Aberdeenshire, was
chosen by the UK government as one of two
preferred candidates o progress fo the next phase
of engineering design. In early 2014, Shell signed
an agreement with the UK government fo progress
detailed design of the Peterhead CCS project.



OUR
ACTIVITIES

We are helping to provide cleaner
energy. We produce around as
much cleaner-burning natural gas
as oil and are working on
developing advanced biofuels for
the future. We operate in
challenging conditions, such as
deep water, and continue to work
on advancing new technologies to
become more energy efficient. This
section describes our operations
around the world and what we did
during 2013 to balance economic,
environmental and social
considerations in a responsible way,
with safety as our first priority.

A Shell employee conducts tests at a
J laboratory in Doha, Qatar. \
1‘\\

=




13 SHELL SUSTAINABILITY REPORT 2013

SUSTAINABLE DEVELOPMENT IN SHELL

®

OUR ACTIVITIES

Shell works with governments, partners and communities to help meet the world's growing
energy demand in a more sustainable way. This makes good business sense and helps to

build trust with the communities around us.

We embed sustainability across our project
development process, using specialists who work
as part of the project feams. This work involves
engaging with communities where we operate

to reduce our environmental impact [see opinion)
and share benefits from our activities. Early work
to incorporate the views of our neighbours info
our decision making can also help us avoid
project delays.

OUR PROCESS

When we plan or develop new facilities, or make
changes to existing ones, we apply a staged
project development process [see diagram) that is
consistent around the world. This process includes
assessing potential health, safety and security risks,
and the potential impact on communities close to
our operations and the environment. At each review
stage, we decide if or how we move forward with
the project, taking info account regulafory
requirements, technical and economic considerations.

This work is captured in a project management
plan, which is monitored throughout the life cycle of
the project. The needs of the local community are
factored into our plans using a standardised
approach from our HSSE & SP Control Framework
[see box, page 5). Across our projects, we work
closely with local communities to explain the
potential impact of our activities and o address any
concerns (page 8). For example, we have been
consulting with the Maori fribes in New Zealand
about tight gas operations at Kapuni by Shell Todd
Qil Services (Shell interest 50%). This has included
community sessions af Maori meeting houses,
along with site tours and publications fo explain

our operations.

OUR SPECIALISTS

We continually develop the skills and expertise of
employees who have specific HSSE & SP
responsibilities. Our specialists in HSSE & SP are
assigned from the start of the project fo ensure that
an impact assessment is complefed and fo take
steps o remove or reduce any potential risks. They
may also be supported by experts with specialist or
local knowledge, for example, to conduct baseline

studies on water conditions. The impact assessments

are offen made publicly available.

We have dedicated employees involved at each
stage of the project development process, who
work alongside our technical specialists on our
more complex projects. Their role is to understand
the scope of a project and how it relates to the
societal and economic context as well as
governmental, regulatory and environmental
aspects. Working with the project team, they ensure
that potential impacts on local communities and the
environment are considered in project design, cost,
schedule and execution. Training is provided so that
they understand and measure the risk and
opportunities associated with our projects. Their role
differs from the specialists who are responsible for
addressing the day-fo-day social and environmental
responsibilities in existing operations.

We continue fo build a culture where susiainable
development matters to our employees across the
company. This includes offering training fo
employees, such as those with technical
responsibilifies, to increase their knowledge of
social and environmental impacts.

Our annual CEO awards for health, safety, security,
environment and social performance recognise the
best examples across Shell of embedding a
sustainable approach in our activities. For example,
a team af Shell Pefroleum Development Company
of Nigeria [SPDC) was recognised for its work fo
reduce the risk of flooding. The team produced
satellite radar images that analysed flood impacted
areas and predicted atrisk areas during floods in
2012. They were able fo support emergency
response efforts in affected communities. In 2013,
SPDC improved its ability fo prevent or mitigate
flooding in the future and shared its knowledge with
the Nigerian government and non-governmental
organisations.

Dave Brown

Chairman of Sundre
Petroleum @perators Group,
Sundre, Alberta, Canada

External opinion

“In the late 1980s in Alberta, Canada,
Shell announced the discovery of a sour
gas field in the area with very high
concentrations of hydrogen sulphide — a
highly toxic and explosive gas even in
low concentrations. The key concem
was the potential threat of the release
of sour gas from planned wells,
pipelines and a treatment facility.

This panicked the community and
opposition was strong.

A community group called the Sundre
Petroleum Operators Group [SPOC)
was established after licences were
granted, fo discuss concerns. SPOG
involved Shell, the regulator, community
representatives and other oil and gas
companies. Shell ook a leading role

in working responsibly with the

Group's members.

In my experience, Shell has operated
responsibly and safely during the last
20 years. It has consistently responded
fo community concerns and has
maintained a relationship within SPOG
and the neighbouring communities.
Shell helped fo set standards within the
community which are now expected of
all oil and gas companies in our area.”

PROJECT DEVELOPMENT PROCESS - REVIEW STAGES BETWEEN EACH PHASE

IDENTIFY
OPPORTUNITY

DESIGN
PROJECT

OPERATE
FACILITY

CONSTRUCT
ASSETS
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TIGHT GAS AND OIL

Shell has a number of projects producing tight gas and oil, with exploration taking place
in countries that include Argentina, Turkey and Ukraine. In 2013, we produced around
300,000 barrels of oil equivalent a day in North American tight gas and oil and almost
30,000 barrels of oil equivalent a day in China.

The development of tight gas and oil has changed
the energy picture in the USA and Canada in
recent years. Abundant North American tight gas
production has resulted in lower gas and electricity
prices than in the past, helping to make ifs industry
more competitive. The increased gas supply
provides a less costly fuel and raw material for the
chemicals industry, while the gas surplus also
creates potential for liquefied natural gas export.
Wider availability of gas in the USA increased
demand for electricity generation from gas, instead
of coal, which helped lead fo a reduction in carbon
dioxide (CO,) emissions.

Hydrocarbons trapped in very dense rock are
called tight gas and oil. They are found in either
shale or sandstone, in pores 100 times thinner than
a human hair. Production requires a process called
hydraulic fracturing. Large amounts of water —
mixed with sand and small quantities of chemicals
— are injecfed under high pressure to fracture rock
deep underground and release the gas and il into
the well. Hydraulic fracturing has been used safely
for more than 60 years. However, its increased use
in recent years, along with the increase in shale
drilling, has caused concern in some communities
about possible impacts on emissions and local
water resources.

ONSHORE OPERATING PRINCIPLES

We are a leader in promoting safe and responsible
tight gas and oil operations and have developed
and adopted a set of five operating principles for
all our onshore tight gas and oil activities. These
principles focus on safety, air quality, water
profection and usage, land use and engagement
with nearby communities. Each project is
considered separately, from the geology fo the
surrounding communities, and our activities are
designed to best suit the local conditions.

Our operating principles are reflected in oil and
gos industry performance standards advocated by
the Center for Sustainable Shale Development
(CSSD), in Pennsylvania, USA. CSSD is a
collaboration of environmental organisations,
philanthropic foundations and industry that includes
Shell (see opinion). In 2014, we will be taking part
in CSSD's certification process, which includes an
audit against CSSD's performance standards. The
US Environmental Protection Agency (EPA) has also
published rules and guidelines that closely follow
our principles. VWe continue to advocate for state or
provincial regulation on fight gas and oil operations
in line with the EPA principles to provide a common
sef of standards.

ENVIRONMENTAL CONCERNS

In 2012, we took part in a University of Texas
study about fugitive methane emissions af nearly
500 wells af 150 gas production sites. It was the
first detailed study of its kind and investigated
existing concems that tight gas production created
higher methane emissions, a greenhouse gas
around 20 times more potent than CO,. Its aim was
fo produce objective scientific data that defails
methane emissions from onshore gas production.
The USA-based Environmental Defense Fund (EDF),
a non-governmental organisation and nine energy
companies, including Shell, took part.

Released in 2013, the study concluded that the fotal
methane emissions are in line with the most recent
USA EPA Emission Inventory [April 2013). However,
the measured emissions from well completions were
much lower than previously assumed by the EPA.
Improvements were identified, as methane gas
releases were higher from some equipment, such as
chemical pumps and pneumatic controllers. Shell is
reviewing its operations fo explore opportunities for
further reduction of emissions. We already apply
technologies to monitor and reduce gas emissions,
such as using infrared cameras at some sites fo
detect any small methane leaks so we can quickly
address them.

The University of Texas study is an important part of
a series of studies that look at methane emissions
from natural gas production. Shell is currently
participating in phase 2 of the study, working with
the EDF and the oil and gas industry. We already
use advanced, proven fechnologies and practices
designed to make hydraulic fracturing safe,
including EPA-approved “green completions”
equipment that is used fo minimise gas emissions
and flaring.

In all onshore gas production, Shell works to reduce
its operational and environmental footprint. We
design our faciliies and use technologies fo limit
disturbances. For example, we drill multiple wells
from a single site. This minimises the number of
drilling locations on the surface along with roads,
noise and fraffic.

WATER

We work with local authorities to secure water for
our operations and reduce potential impacts on
local communities and the environment. For
example, we isolate our wells from fresh-water
aquifers by installing multiple barriers. At our
Groundbirch operations in Canada, we invested in
the construction of a reclaimed water plant for the
nearby city of Dawson Creek. The plant freats
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Jared Cohon
Chairman of the CSSD Bolard of Directors,
Pittsburgh, Pennsylvania, USA

External opinion

“The production of gas from shale
formations has proved to be
contentious in many regions with foo
few instances of people working
together. One of the most promising
recent developments in the USA, has
been the creation of the Center for
Sustainable Shale Development (CSSD).
It is a collaboration between industry
and environmental organisations fo
esfablish and implement rigorous
standards for shale gas operations in

the Appalachia region of the USA.

Shell was one of the founding pariners
of the Center and Shell executives and
engineers have been key contributors to
the standard-seffing process. Shell will
be one of the first companies to be
audited to demonstrate compliance with
CSSD standards. This could offer
leadership for the shale gas industry
both in the USA and around the world.”

sewage and other waste water 1o be reused in our
operafions. It is also used by the local government
to reduce dust from roads and irrigate sports fields.

We have installed water systems o capture, transfer
and reuse water at our Pinedale operations in
Wyoming, USA, and at our Deep Basin operations
in Alberta, Canada. We also disclose details of the
chemicals used in the hydraulic fracturing process in
our USA and Canada operations to the extent our
suppliers allow. Shell supports government initiatives
that require suppliers fo fully release this information.
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CONTRACTORS, SUPPLIERS

AND JOINT VENTURES

Contractors, suppliers and joint ventures play an important role in our activities around the
world. The construction of major Eroiects employs a large number of workers. In 2013,

around 200,000 contractors wor!

Large projects provide opportunities to build local
economies through employment, skills development
and training. The increased demand for goods and
services can also help to create and grow local
businesses. This can have a positive impact on
communities. However, increased activity can put
pressure on local infrastructure. This may include
more fraffic, more use of local services and higher
living costs. VWe identify the potential impacts and
put measures in place fo reduce them.

WORKING WITH SUPPLIERS

Shell purchases large volumes of goods and
services from suppliers. In 2013, we spent around
$65 billion on goods and services around the
world. Our Supplier Principles set out @ mandatory
sef of requirements for all suppliers and contractors.
We assess suppliers who want to do business with
Shell based on the level of potential risk, especially
in the areas of anti-bribery and corruption, human
rights including labour rights, safety and the
environment. In 2013, we conducted 577
assessments of our suppliers and contractors on their
level of compliance with our principles (page 34).

We purchase products and services that support
our approach fo susfainability. For example, we
work with suppliers that can build pipelines using
non-mefallic materials, where appropriate, instead
of carbon steel. Non-metallic pipes have a smaller
carbon footprint than carbon sfeel pipes.
Transportation and installation are also easier as

ed for Shell.

non-mefallic pipes weigh around a quarter less than
the equivalent size steel pipe. Shell Shipping also
uses a supplier that provides low-friction paint for
ship hulls, which makes the ship more fuel efficient.

BUILDING LOCAL OPPORTUNITIES

Shell works to share the benefits of its projects and
operations by creating jobs and helping local
businesses and economies to develop. At the outset
of a project we consider how we can make the
best use of local suppliers and locally-produced
materials, where possible. For example, in
Malaysia we spent a tofal of around $3 billion in
contracts in 2013 across 150 local suppliers. In
Nigeria, Shell infroduced a new scheme supported
by five local banks to assist Nigerian contractors in
accessing finance, which is often a challenge in
Nigeria. Contractors who win fenders with Shell are
offered favorable funding terms from the
participating Nigerian banks. In 2013, the funding
scheme enabled 39 confractors fo access loans
worth over $700 million.

We work with suppliers who may need support fo
meet our standards. In these cases, we may provide
fraining and then monitor the supplier's performance
throughout the life of the contract. The training
includes making sure that businesses have skilled
employees, technical know-how and sustainability
awareness. In Qatar we signed a partnership
agreement with Qatar Development Bank to
provide fraining for suppliers to meet Shell's

Shell staff and contractor working together at the Jinqui tight gas project
in Sichuan province, China.
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Khairy Abdul Zahra Dakhil
Nashwor Sub DistrictiocalCouncil
Chairman, Basrah, lraq

External opinion

“Shell's construction activities in Irag
during 2013 offered employment
opportunities fo a large number of local
residents. Many were in need of
employment as other sectors, such as
the government, have a very limited
number of vacancies. Shell made jobs
available for graduates, skilled and
unskilled workers.

The employment opportunities were
managed by the Local Development
Committee (LDC), which was sef up by
Shell, South Oil Company, Basrah
Provincial Council and community
representatives. The LDC ensures that all
parties work together during the
selection process, to disfribute the jobs
fairly and transparently.”

standards for goods and services. We also worked
with the governments of Kazakhstan and Oman to
develop plans to increase local opportunities in the
oil and gas secfor.

JOINT VENTURES

When we operate a joint venture we apply Shell
standards that cover health, safety, security,
environment and social performance. The Shell
General Business Principles and the Code of
Conduct also apply fo these joint ventures.

We work with pariners to share safety standards
and knowledge across the industry. For example,
the Netherlands has a national oil and gas industry
programme, called HSELife UNIO. This programme
aims to embed common safety practices across
Dutch oil and gas companies, where different
standards exist among various operating companies.
The development of the standards is based on the
work of Nederlandse Aardolie Maatschappij
INAM, Shell interest 50%), Centrica Energy and
the WAT Group. In 2013, nearly all Dutch il and
gas production companies joined this initiative,
which is also supported by the Dutch government.
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IRAQ

Iraq continues to reinvigorate its economy by rebuilding its energy industry. Further work is
needed, however, to improve the infrastructure for producing and transporting oil and gas.

Qil export revenues account for more than 70% of
Irag’s gross domestic product, according fo the
Infernational Energy Agency. A lack of reliable
power supplies for households and local businesses
continues fo hinder the social and economic
progress of the country. Shell is a major invesfor in
the Iragi energy industry.

OPERATIONS

In May 2013, the Basrah Gas Company (BGC)
began operations. BGC is a joint venture between
South Gas Company [51%), Shell (44%) and
Mitsubishi (5%). It is the largest gas project in Irag's
history and the world's biggest flaring reduction
project. BGC aims fo capture associated gas that is
currently being flared from three oil fields in southern
Irag — Rumaila, West Quma 1 and Zubair — for use
in the domestic market.

The Shell-operated Majnoon project produces oil
from one of the largest ail fields in the world,
estimated by the Iragi government fo hold around
38 billion barrels of oil equivalent [boe). By the end
of 2013, Majnoon was producing more than its
initial production target of 175,000 boe a day. We
have a 45% interest in Majnoon, partnering with
Pefronas and the Iragi state, through Missan Oil.

Our work involves the clearing of unexploded
munifions, which remain from the Iran-raq war in
the 1980s. Our bomb disposal experts comb
sections of the ail field, following safety procedures,
by siffing through the sand inch by inch fo locate
and clear unexploded munitions. To date, we have
collected or destroyed over 14,000 unexploded
materials from across 54 km? at the Majnoon oil

field.

LOCAL EMPLOYMENT

Unemployment is @ major challenge for Irag,
particularly among young adults. Where possible,
we seek fo hire Iragi people and to use local
suppliers: BGC has awarded 23% of its tofal
confracts value fo Iragi companies and around
5,000 Iragi employees have been seconded from

the South Gas Company into BGC.

In 2013, we confinued fo create jobs and build
skills among communities near our operations.
Around 2,500 local residents worked on the
Maijnoon project in southern Iraq in jobs that
include well engineers, safety advisers and driver
frainers. During the year, Shell also sef up an
infernationally accredited course fo train local
people as well engineers, with more than 20
successfully qualifying by the end of 2013.

We opened dedicated fraining centres in Majnoon
and Basrah in 2013, which offer a combination of
classroom learning and on-the-job experience for
Iragi nationals. More than 8,500 fraining
programmes took place in Basrah covering fopics
such as Shell’s Life-Saving rules and English
language fraining.

Road safety remains a key issue in Iraq and road
traffic accidents are a leading cause of fafalities.
We have a local programme to train drivers who
work at Majnoon in techniques to stay safe. These
include checking whether cars are roadworthy,
planning journeys properly and driving defensively
fo avoid danger. More than 2,300 local drivers
had taken this driving fraining by the end of 2013.

We also confinued to work with local contractors o
increase performance on worker safety and align
labour practices with Shell's Supplier Principles. In
2013, we received support and recommendations

Students attend a women’s literacy class in Majnoon, Iraq.
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on our contractor approach in Iraq from the Danish
Institute for Human Rights.

HEALTH AND EDUCATION

Near our Majnoon project, the improvement of
access fo basic services such as health and
education is a consfant challenge. People are often
unable to fravel to hospitals for medical care. We
continued fo support a mobile health-care
programme, throughout 2013, working with the
AMAR International Charitable Foundation and the
Basrah Health Directorate. The programme provides
health, education and training services to more than
9,000 people every month, including training for
Iragi doctors and health volunteers.

A lack of adequately equipped schools hinders
education opportunities for future generations. In
2013, we funded the refurbishment of three schools
in the A-Nashwa community near our Majnoon
project: Shell upgraded one secondary school as
well as two primary schools in partnership with the
United Nations Development Programme [UNDP)
Irag. Our community development programme also
supports vulnerable groups in the Majnoon area.
For example, in early 2013, we launched a
campaign fo develop business skills and literacy
among women in the community.

Sport is a way to show young people how to work
in teams and take on more responsibility. VWe
support a youth sports programme, launched with
the Football Club Barcelona Foundation and the
Iragi Minisiry of Youth and Sports, for young people
who live in the most deprived and conflictprone
areas in Basrah. Its aim is fo instil social values
through sport in children between the ages of eight
and 17.

We have a partnership with the UNDP fo help
implement and evaluate our community projects.

ENVIRONMENT

In line with increased oil production, the amount of
flaring of natural gas produced with oil at Majnoon
increased during 2013. We expect gas flaring from
these operations to rise in coming years as oil
production increases. VWe are working with our
jointventure partners to evaluate options fo capture
the gas that is currently flared during operations for
use in power generation.

A memorandum of understanding has been agreed
with the International Union for Conservation of
Nature (IUCN) to help conserve biodiversity and
manage the ecosystem af the Majnoon oil field.
Working jointly with the Iragi authorities, we will
help conserve, restore and manage the Hawizeh
Marsh, Irag's only wetland of infernational
importance (page 25). Under the agreement, we
infend to work fogether to build awareness and
knowledge of the importance of the marshes and
jointly find ways to reduce the impact of future
development in this sensitive area.
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What research has Shell conducted on the
Alaskan environment to ensure that you

operate responsibly2

Since 2005, Shell has invested around $95 million
on Alaskan science, including work with other
companies in the oil and gas sector. The Alaska
Arctic Science programme builds upon fraditional
knowledge and observations of indigenous
peoples, along with input from other stakeholders,
to identify research priorities and strategies. A
significant portion of the programme involves local
people working with experienced scientfists.

Our science programmes are some of the most
significant contributors to emerging science in the
Arctic area of the USA. In an agreement with the
National Oceanographic and Atmospheric
Administration (NOAA, the data and results of our
studies will be available to the NOAA and the
broader scientific community.

We have developed innovative technologies and
conducted many scientific studies that enable us to
work responsibly in this challenging offshore
environment. This approach includes the use of
unmanned aerial drones and marine acoustic
recorders, as well as ecosystem studies that
combine fraditional and scientific knowledge.

Shell claims to have a strong safety culture.

How do you prepare for a worst-case scenario in
an area like Alaska, such as an oil spill?

We are committed to lowering the risk of incidents
by investing in prevention and operating safely, but
we must also prepare for a worst-case scenario.
Our oil-spill response plans are very robust and
have been approved by US Federal Government
Agencies, with input from Alaska state agencies,
and are publicly available on our website.

First, Shell has a significant focus on prevention of
any well control incident. We have developed an
oilspill prevention foolkit, a sfrong safety culture and
ice management sirategies. Second, in the unlikely
event of a well control incident, we have a three-tier
programme with a dedicated on-site fleet;
nearshore barges and response vessels, and
onshore response teams staged across the North
Slope of Alaska. We are better prepared for any
spill than any other company in the world — no
other company has ever deployed immediate,
onsite response resources similar fo ours. We have
also prepared subsea capping and containment
systems fo capture and recover hydrocarbons af

the wellhead.

A trained team of people from the community assist in an oil spill response drill in Alaska, USA.
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Rex Rock
President and
CEO of ASRC,

Barrow,

Alaska, USA

External opinion

“Arctic Slope Regional Corporation
(ASRC] is a family of companies that
sefs ambitious goals to benefit our
region, our shareholders and our
businesses, using our Ifiupiag values as
a guide. We aim fo balance the
subsistence and economic needs of our
people and value taking part in
discussions where critical decisions are
being made about potential impacts to
our lands and future.

ASRC values its relationship with Shell
because the company shows
commitment and follow through in
supporting our goals. Shell has been
working with our communities fo
understand the importance of our
subsistence lifestyle, while working

with our companies as world-class
contractors. These types of relationships
have helped both organisations to grow.
We look forward to pursuing partnership
opportunities with Shell in the future.”

We believe the indusiry can work fogether on
prevention and response. In 2012, we joined
several infernational oil and gas companies,
co-ordinated by the American Pefroleum Insfitute,
in a cross-industry project. It aims fo create
infernational research programmes fo enhance
industry knowledge and capabilities for oilspill
response in the Arcfic.

What are Shell’s plans for future exploration

off Alaska?

A US Ninth Circuit Court decision against the DOI
in January 2014 raised obstacles to our plans for
drilling offshore Alaska. As a result, we have
decided to suspend our exploration programme for
Alaska in 2014. We look fo relevant agencies and
the court o resolve their open legal issues as
quickly as possible and will continue 1o review the
situation as we develop our plans.



