ATTACHMENT 80

{180110-003/P0102265 - 1}



Preliminary Public Copy

SUSTAINABILITY
REPORT

Royal Duich Shel plc
Sustainability Report 2015




Preliminary Public Copy

CONTENTS

Cover image
Shell is supporting a global enargy

transition to a low-carbon future
We invest in areas such as carbon
caplure and storage, biofuels and
hydrogen as o transport fuel.

New Lens Scenarios

This publication contains data from Shell’s New Lens
Scenarios. The New Lens Scenarios are a port of an
ongoing process used in Shell for 40 years to challenge
execuhves’ perspectives on the future business environment.
We base them on plausible assumptions and quantifications,
and they ore designed to stretch management to consider
even evenls that may only be remotely possible. Scenarios,
therefore, ore not intended to be predictions of likely future
events or oulcomes and investors should not rely on them
when making on investment decision with regard to

Royal Dutch Shell plc securities.

Cautionary note

The componies in which Royal Dutch Shell pic directly and
indirectly owns invesiments are separate legal enlities.

In this report, “Shell”, “Shell group” and “Royal Dutch Shell”
ore somelimes used for convenience where references
ore mode to Royal Dutch Shell plc and its subsidiaries in
general. likewise, the words “we”, “us” and "our” ore also
used to refer to subsidianes in general or to those who work
for them. These expressions ore also used where no useful
purpose is served by identifying the porticular company
or companies. “Subsidiaries”, “Shell subsidiaries” and
“Shell companies” as used in this publication refer to
componies over whichRoyalDutch Shell plc either directly
ot indirectly hos control. Entities and unincorpcrated
orrangements over which Shell has joint control ore
generally referred to as “joint ventures” and “joint
operations” respectively. Enlities over which Shell has
significant influence but neither control nor joint control
ore referred to as “associales”. The term “Shell interest”
isused for convenience to indicate the direct and/or
indirect {for example, through our 23% shareholding

in Woodside Petroleum Ltd ) ownership interest held by
Shellin a venture, partnership or company, ofter exclusion
of oll third-party interes.
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This report conloins forward-looking stotements
concerning the financial condition, results of operations
and businesses of Royal Dutch Shell. All statements other
than stotements of historical foct ore, or may be deemed
to be, forward-looking statements. Forward-looking
statements are statements of future expeclations that

are based on management’s current expectations and
assumptions and involve known and unknown risks and
uncertoinlies that could cause actualresults, performance
or events to differ moteriolly from those expressed or
implied in these statements. Forward:looking statements
include, among other things, statements concerning the
potential exposure of Royal Dutch Shell to market risks and
stalements expressing management'’s expectations, beliefs,
estimates, forecasts, projections and assumptions. These
forward-looking statements are identified by their use of

terms and phrases such as “anticipate”, “believe”, “could”,
“estimate”, “expect”’, “gools”, “intend”, “may”, “objectives”,
“outlook”, “plan”, “probably”, “project”, “risks”, “schedule”,

o on

“seek”, “should”, “target”, “will” and similar terms and
phrases. There are a number of factors that could affect
the future operations of Royal Dutch Shell and could cause
those results to differ moterially from those expressed in
the forward-looking statements included in this report,
including {without limitation). {a) price fluctuotions in
crude oil and natural gos; (b) changes in demand for
Shell’s products; (c) currency fluctuotions; {d) drilling and
production results; (e) reserves estimates; (f) loss of market
shore and industry competition, {g} environmental and
physical risks; (h) risks ossociated with the identification
of suitable potential acquisition properties and targets,
and successful negotiation and completion of such
tronsochons; (i) the risk of doing business in developing
countries and countries subject lo international sanctions;
(i) legislative, fiscal and regulatory developments including
regulatory measures addressing climate change;

[k} economic and financial market conditions in various
countries and regions; (I} political risks, including 1he risks
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of expropriation and renegotiation of the terms of contracts
with governmentol entities, delays or odvancements in
the approval of projects and delays in the reimbursement
for shored costs; and (m) changes in trading conditions.
All forward-looking statements contained in this report
are expressly qualified in their entirety by the cautionary
statements contained or referredto in this section. Readers
should not place undue reliance on forward-looking
statements Adclitional risk foctors that may affect

future results are contained in Royal Dutch Shell’s 20-F
for the year ended December 31, 2015 {available ot
www.shell.com/mveslor and www.sec.gov). These

risk factors also expressly qualify all forward-looking
statements contained in this report and should be
considered by the reader Each forward-looking statement
speaks only os of the dote of this report, 18 April 2016.
Neither Royal Dutch Shell plc nor any of its subsidiaries
undertake any obligation to publicly update or revise any
forward-looking statement as a result of new information,
future events or other information. In light of these risks,
results could differ materiolly from those siated, implied
or inferred from the forward-looking statements contained
in this report.

We may hove used certain lerms, such as resources,
in this report that the United Stotes Securities and
Exchange Commission (SEC| strictly prohibits us from
including in our filings with the SEC_ US investors ore
urged to consider closely the disclosure in our

Form 20-F, File No 1-32575, available on the SEC

website www.sec gov.
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INTRODUCTION FROM THE CEO

It was a significant year for the global community in 2015 with the adoption of the
historic Paris Agreement by 195 countries demonsirating a commitment to bring about

a lower-carbon energy system.

The year also presented Shell with a difficult business
environment. A low oil price meant making some
fough choices about our long-term invesiments.

As we confinue on this path, | am delermined that
operating our business responsibly — with respect
for people, their safety, communities and the
environment — remains a priority. Sustainability, for
me, is essential to our responsible operation and to
being a valued and respected member of society

IMPROVING OUR OPERATIONS

Al Shell, we have long had a strong focus on safety
and, in 2015, our safety performance improved in
many areas. However, seven people lost their lives
al our operations in Nigeria. This deeply saddens
me and my thoughts are with the families of those
involved. Incidents like these are simply unacceplable.

We made progress in our environmental
performance: spills were reduced by around

30% while our total greenhouse gas emissions
decreased. We are also making headway to end
continuous flaring by 2030, which helps to reduce
our methane and carbon dioxide (CO,) emissions.
Another achievement was the start of Quest -

our carbon caplture and storage (CCS) project

in Alberta, Canada - that is designed to caplure
up lo 1 million tonnes of CO, a year from our oil
sands operalions.

THE ENERGY LANDSCAPE

The shift to a low-carbon energy system is crifical
but will take time. The meeting of states at COP 21
in Paris at the end of 2015 has set the ambition
to limit the increase in global temperature to
under 2 °C, even if countries move at different
paces lo achieve their targets. Long-term solutions
probably include a hybrid of energy sources
where countries will rely on a combination

of renewable energy, hydrocarbons and CCS.

We all need to take steps to achieve a suslainable
world economy. To achieve a low-carbon society,
three main areas must be addressed. Firstly,

the world needs 1o become more energy efficient.
This means adopling fundamentally different
approaches in areas such as city planning,
infrastructure and transport, and better energy
efficiency standards. Secondly, there is a need for
more renewable energy in the system, working in
combination with gas 1o provide reliable electricily.
This involves significantly increasing the use of
electricity, including providing electricity fo the
1.1 billion people who currently do not have
access. Thirdly, the world needs to reduce

the carbon intensity of the fossil-fuel share

of the energy system.

Today, fossil fuels meet more than 80% of global
energy needs. This share will be reduced over time
but hydrocarbons will remain a substantial part

of the world energy system in the coming decades.
Renewable energy sources have a key role to play
and should, in future, provide a large part of the
world's electricity demand. But electricity is only
a part of our energy system: foday it accounts

for almost 20% of total energy use. There are sfill
many areas that cannot be met by renewables
alone - such as the chemicals used to make

so many everyday products.

SUPPORTING THE

ENERGY TRANSITION

Shell can presently best support the transition
1o a lowercarbon world by working to reduce
carbon in the energy system. We urge countries
and industries to make the switch from coal

to lower-carbon natural gas and we share

our knowledge of CCS technologies o keep
CQO, out of the atmosphere. We also invest

in hydrogen and advanced biofuels as
transport fuels.

"I believe that greater
co-operation across
society is needed
for a successful
energy transition.”

We conlinue to work to reduce our own
greenhouse gas (GHG) emissions over the long
term. A screening value for GHG is included
in our planned projecis fo inform our invesiment
choices. Natural gas already makes up about
half of the energy we supply. The acguisition
of BG Group in 2016 brings more gas to our
production. It is likely that over the next few
decades, through the global energy transition,
Shell will emerge as a different company.

WORKING TOGETHER

Governmenis can also make choices that enable
the transition: we support energy policies that
incenlivise businesses and consumers lo choose
lowcarbon options. | believe that greater
co-operation across society is needed for a
successful energy Iransition. More cross-seclor
caalifions = where business, government and
civil society work effectively together — will
accelerale the pace. The Energy Transitions
Commission, of which Shell is a founding
pariner, brings together leading individuals from
the public, private and social sectors to make
recommendations that will contribute to the
energy fransilion.

Our Sustainability Report details our activities
during 2015. | would like to thank the members
of the External Review Committee, consisfing of
leading sustainability experts, for their input to
the report this year. They play an important role
in developing our reporting and our thinking
on sustainability. VWe were a founding member
of the UN Global Compact and confinue to
supportits 10 principles.

Ben van Beurden
Chief Executive Officer

[0}
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TOPIC SELECTION FOR 2015

The Shell Sustainability Report 2015 focuses on the key sustainability challenges the company
faces and explores the many ways that we are responding. The topic selection identifies the
sustainability subjects that were relevant or prominent in 2015.

Each year, we use a structured process to
select the report's content and confirm its validity.
We engage with various groups and individuals
to understand specific concerns about our
business and its impacts around the world,
particularly in relafion to the environment

and society.

This includes speaking with community
representalives, business partners, customers,
non-governmental organisations, investors,
shareholders, the media, academics, contractors
and suppliers, rating agencies and members

of the public. We also talk to teams within Shell.
All opinions and advice are gathered in various
ways including formal and informal meetings,
workshops and online surveys.

The main steps involved in selecting the topics
are (see diagram}:

Step 1: identifying and understanding topics that
are important to our stakeholders;

Step 2: identifying topics that are important
to Shell's business strategy;

Step 3: collating all the topics identified as of
high importance by our stakeholders — these
topics determine the report’s content;

Step 4: identifying the topics for 2015 that will be
covered on www shellcom rather than in the report;

Step 5: submitting details of the topic selection
process for review and approval by the External
Review Commitiee to ensure that coverage is
balanced, relevant and complete (see page 54;
and

Step 6: informing Shell's Executive Committee of
the chosen topics.

TOPIC SELECTION DIAGRAM

External Review Committee’s previous
opinion letter

Civil society dialogues

Stokeholder relations review

Global medio review

Investor feedback and indexes

Reader feedback and social media
Reputation tracker survey

Website visits

Report reviews by specialist organisations

SIGNIFICANCE IN
SUSTAINABILITY CONTEXT

Resulting topics are considered in their
broader sustainability context based on:

m World Energy Outlook

m WBCSD Vision 2050 report

u Shell business environment outlook

= Sustainability reporting guidelines and standards
=

Intergovernmental Panel on Climate Change
Fifth Assessment Report

INCLUDED ON
WWW.SHELL.COM

NOT
REPORTED

SIGNIFICANCE TO
SHELL STRATEGY

Financial risks
Reputation risks
Sustainability priorities

Key projecis
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We have listed the selected topics in alphabetical
order rather than prioritising them. The topics
consistently ranked as of high importance in 2015
are energy tansition and climate change; we have
a section dedicated o these topics.

We report in accordance with the Global Reporting
Initiative (GRI) version G4 and in line with the oil
and gas industry guidelines developed by IPIECA
— the global il and gas industry association for
environmental and social issues. We also use the
guidance on voluntary reporting from the American
Petroleum Institute and the International Association
of Oil and Gas Producers.

The GRI content index is available on our company
website, www.shell.com. Shell supports the United
Nations Global Compact and its 10 principles
covering human rights, labour, the environment and
anli-corruption. Sections of this sustainability report
cover Shell's performance in 2015 across these
areas. We also follow the progress of the United
Nations’ Sustainable Development Goals through
our membership of IPIECA.

More detailed information about Shell's approach
to sustainability, our processes and work around
the world, is available on www.shell.com. Links
to specific information on topics discussed in

the report are published on page 56.
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ARCTIC

u Alaska

u Community relations

m Environmental initiatives
m Science

Page 23

BUSINESS ETHICS, TRANSPARENCY
AND CORPORATE GOVERNANCE

m Business integrity Page 43
m Executive scorecard Page 48
m Covemance Page 08

m Revenue transparency Page 49

CLIMATE CHANGE & ENERGY FUTURE

m Carbon pricing Page 14

m Carbon capture and storage Page 19

s Climate change policy and risks Pages 13 to 15
m Energy efficiency Pages 15 and 36

u lowercarbon alternatives Pages 20 and 21

= Natural gas Pages 16 and 17

m Our performance Pages 27 and 36

ENVIRONMENTAL IMPACTS

u Biodiversity and green infrastructure Page 34
u Decommissioning Page 35

= Environmenlal policy Page 34

u Flaring Page 28

u Methane Page 27

m Our performance Pages 36 ard 37

= Tight gas and oil Page 26
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LOCAL COMMUNITIES AND
SOCIOECONOMIC IMPACT

m Community engagement Page 38
= Human rights Page 43

m local content Pages 40 and 46
a Our performance Page 40

m Resetilement Page 39

m Social investment Page 40

NIGERIA

u Education Page 25

u Flaring Page 28

m Oil spills & remediation Pages 24 and 36
m Social investment Page 25

m Securily Page 24

OIL SANDS

u First Nations

m Greenhouse gas emissions
= Tailings

= Waler usage

Page 29

PARTNERS AND COLLABORATIONS

m Collaborations Page 45

= Joint ventures Page 47

= Partnerships Page 44

» Trade associations Page 45

SAFETY

m Deep water Page 32

s Croningen Page 33

m Our performance Page 33

s Personal safety Page 31

m Process safety & emergency response
Page 31

Road salety Pages 32 and 39
Security Page 33

SUPPLY CHAIN

m Contractor management

= Human rights

= local content and procurement
Page 46

TECHNOLOGY AND INNOVATION

u Advanced biofuels Page 20
m lowercarbon allernatives Pages 20 and 21
m Research & development Page 18

PEOPLE

a Human rights Page 43

m Labour praclices Pages 43 and 46
s Our people Page 47

s Worker welfare Pages 43 and 46
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ABOUT SHELL

Royal Dutch Shell plc is an integroted international energy compeny with expertise in the
production, refining and marketing of oil and natural gas.

I EXPLORATION DEVELOPMENT MANUFACTURING AND
AND EXTRACTION ENERGY PRODUCTION

L

REFINING OIL iMNTO
FUELS AND LUBRICANTS

DEVELOPIMNG PRODUCING

FIELDS PETROCHEMICALS
EXPLORIMNG FOR LIQUEFYING GAS
OlL AND GAS. PRODUCING N \
LR A?\ID OILAND GAS BY COOLIMNG {LNG})
OFFSHORE

EXTRACTING CONVERTING GAS INTO

BITUMEN LIQUID PRODUCTS {GTL}

UPGRADING BITUMEN

PRODUCING BIOFUELS

GENERATING POWER

I REVAIL AND B2B SALES

You will see some of the icons from the
diagram throughout the report, to identify
in which part of the business the described
aclivities take place.

SHELL SUSTAINABILITY REPORT 2015

TRANSPORT
AND TRADING

SHIPPING
AND TRADING

REGASIFYING (ING])

SUPPLY AND
DISTRIBUTION
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Shell is one of the world's largest independent
oil and gas companies in terms of market
capilalisation, operating cash flow and production.
Our business explores for gas and oil worldwide,
both from conventional fields and from sources
such as tight rock and shale.

We work to develop new oil and gas supplies,
and have a global network of refineries and
chemical plants. We also transport and trade oil,
gos and other energy-related products and serve
around 25 million customers a day through our
global network of 43,000 branded refail sites.
Shell invests in aliernative energy as well as
biofuels production and retail.

In early 2016, we reorganised our upstream
activities info Upstream and Integrated Gas.

UPSTREAM

Upstream explores for and recovers crude oil,
natural gas and natural gas liquids, transports oil
and gas, and operates the upstream and midstream
infrastructure necessary to deliver oil and gas to
market. The Upstream organisation co-ordinates
all of Shell’s conventional oil and gas businesses,
including our deep-water operations. Upstream
also includes our heavy oil and shale activities.

INTEGRATED GAS

Integrated Gas {IG) manages most of Shell’s
conventional natural gas operations, including

the manufaciure and distribution of liquefied natural
gos (LNG) and gastoliquids products. The division
includes IG's marketing, development and trading
aclivities to bring natural gas to our customers

around the world; it also includes our wind activities.

Establishing IG as a stand-alone business reflects
its further potential for growth.

Preliminary Public Copyosucion

DOWNSTREAM

Shell's Downstream business manages Shell’s
refining and marketing activities for oil products
and chemicals. It is divided into five core
businesses: refining, refail, chemicals, lubricants,
and trading and supply. In Downstream, we
convert oil and gas resources info valuable
products, and market and sell them around the
world. Downsiream also oversees Shell’s inferests
in trading, shipping and low-carbon fuels,
including biofuels.

PROJECTS & TECHNOLOGY

Shell Projects & Technology {P&T) provides technical
services, technology capability and major project
delivery across both Upstream and Downstream
aclivities. P&T drives research and innovation o
create technologies for finding and developing
oil and gos. P&T also provides leadership in
contracting and procurement, as well as in safety,
environmental and carbon dioxide management.

BG GROUP

In April 2015, Shell announced an offer

for BG Group plc and the transaction was
completed on February 15, 2016. It should add
significantly to our business, particularly in ING
worldwide and deep-water oil and gas in Brazil.
BG Group’s activities will be included in our
nex! sustainability report.

le emisloyed

Countries in wiich Sheil operaies

3 MILLION

Shell’s oil and gas production in barrels
of oil equivalent a day

Our approximate share of world oil production

Sheil’s approximate share of !
the world in 2015

1%

Our share of the global supply of energy
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HOW SUSTAINABILITY WORKS AT SHELL

Sustainability at Shell means providing energy in a responsible way, in a manner that respects

people and communities, their safety and the environment.

Our approach to sustainability stems from our
goal to manage and grow a safe, efficient and
profitable business. Shell's core values of honesty,
integrity and respect for people ~ first laid out in the
Shell General Business Principles nearly 40 years
ago - underpin everything we do. A commitment
to contribute to sustainable development was
added in the late 1990s. These principles apply
to the way we do business and to our conduct
with the communities where we operate.

When we invest in energy projects, we seek to
balance the shor- and long-term interests of our
business. For investment decisions, we consider
the economic, social and environmental risks and
opportunilies as well as the political and technical.
QOur commitment to sofery, the environment and to
communities plays a crucial role in how we plan,
design and operate projecis.

Shell's long-term success relies on our ability to
provide the energy and related products people
need, in a way that is competitive and socially
and environmentally responsible.

INTEGRATING SUSTAINABILITY
Helping to shape a more sustainable
energy future

At Shell, we believe the world needs to produce
more energy and emit less greenhouse gases if
sociely is to meet its development and environmental
goals - achieving these goals requires an energy
transition. We have acknowledged man-made
climate change for many years and called for action
by our industry, governments and energy customers.

Today, the energy transition presents opporlunities
to develop new ways of producing, distributing
and consuming energy. As part of our stralegy,
we intend to make investments in large-scale and
commercial forms of lower-carbon technology
and energy, such as natural gas, carbon capture
and storage, biofuels, wind and solar energy.
We conlinue to develop advanced biofuels and
hydrogen-based fuels for electric transport and
energy storage. We also collaborate with others
to support the transition — for example, we are
part of the World Bank's coaliion to support
governmental carbon-pricing mechanisms.

Sharing wider benefits where we operate
The long+erm nature of the energy industry means
that we can be part of a community for decades.
An open dialogue with communities is fundamental
to the way we operate — it helps us to identify

INTEGRATING SUSTAINABILITY

Helping to shape a more
sustainable energy fuiure

SHELL SUSTAINABILITY REPORT 2015

any environmental and social opportunities and
challenges. We have teams that work closely
with communities throughout a project’s lifetime
fo listen to and address people’s concerns.
(See page 9.

We also help to develop local economies
by creating jobs, sourcing from local suppliers,
supporting business development, and paying
taxes and royalfies. In China, for example,
99% of Shell’s more than 20,000 employees
and contractors are Chinese. Our social
investment programmes aim to improve road
safety, access to energy and encourage local
enterprise where we operate. (See page 39).

Running a safe, efficient, responsible
and profitable business

Saleguarding and respecting people — our
employees, contractors and neighbours — is
fundamental to how we conduct business. We
aim to confinuously improve the way we operate
to prevent incidents, and identify and minimise
adverse impacts at our projects and facilities.
We report publicly on our performance using
a range of indicators.

We share our experience in sustainability
by working with trade associations and
others to improve operational standards and
practices in safefy, community engagement
and environmental management.

(See pcges 44 ard 45).
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REPORTING AGAINST ASPIRATIONS

This table represents a selection of global metrics that we track within Shell. It helps us assess our performance as we confinue to integrate sustainability
across our business. It shows our goals and progress in 2015 and our focus for 2016.

For example, Goal Zero was infroduced for personal safety in 2007. Since then, we have broadened the goal to aim for no harm 1o people and the environment
across our business. More information on our performance, definitions of the indicators and the referenced goals ore provided on pages 52 and 53.

GOALS, PERFORMANCE AND PLANS FOR 2016 AND BEYOND

Godls Progress in 2015 Priorifies in 2016
I 2015 godl: achieve total recordable case B We continue to make progress towards = Work with contractors in our safety
gﬁ frejuency (TRCF) below 1.13 for employees Goal Zero. For more information see improvement programmes and
‘é’f’t' and contractors. page 33. simplify contracts.
& Goal Zero has been our ambition for personal m Suppor the development and application
safety since 2007. 2005 2014 2015 of common indusiry safely standards.
7.5 0.99 0.94
T 2015 Eoolz achieve a number of operational B The number of process safety events has m Strengthen our process safety risk awareness.
E leaks below 65 (classified as “Operational decreased. For more information see = Keep a strong focus on assetintegrity and
@ Process Safety Tier 1 events”). page 33. operational discipline.
¥ Since 2011, we have extended our ambition
g  of Goal Zero lo process safety. 2012 2014 2015
&
* 91 57 51
5 2015 goal: achieve operational srills below The volume of operational spills slightly m Continue fo invest in improving the reliability
g a volume of 1.2 (‘000 tonnes) (Classified increased but we continued fo reduce of our facilities to reduce operational spills.
Z  as "hydrocarbons reaching soil or water”). the number of operational spills. For more u Ensure we are effective in learning from
o ) information see page 36. .
2 Goal Zero also extends to the environment spill incidents.
2 with our goal of no operational spills.
0 2005 2014 2015
34 0.7 0.8
o 2015 goal: reduce Aaring in our upstream E] We continued to implement measures to = Implement the flaring reduction projects
2 business [million tonnes CO, equivalent). reduce our operational flaring. Overall, currently underway.
5 Our policy is to reduce any continuous flaring or ﬁg‘;‘;"&niimh:?mfolgsg'if:sggf::o?:”Iy = Work with the World Bank to find solutions
:; venting fo as low a level as reasonably practical. informo!iongsee FF:oge 28 to hostgovemment funding for flaring
5 In2015, we signed the World Bank regiE R Eecs.
Zero Routine Flaring 2030 initiative. 2005 2014 2015
208 130 11.8
S 2015 goal: achieve a refineries energy [g Our refinery energy intensity level m Monitor existing energy efficiency projects.
o Lpfensifyl b;low 96.3 |based on the Refineries increased ;lighlly. For more information m Share best practice within Shell.
g nergy Index|. Madias- A m Continue 1o focus on reliable and
% We aim lo achieve top level energy-efficiency efficient operations.
% performance in our refineries.
(U]
Improve energy efficiency 1o reduce our 2012 2014 200
greenhouse gas emissions. 98.4 949 95.4
3 2015 godl: improve effectiveness of B We strengthened the quality of our data, | m Introduce an online community feedback
g community feedback. and as a result we: fool to improve the quality of reporting and
b3 tracking of community feedback.

Since 2012, our community feedback

mechanisms (CFM) have been used to address
community concerns. We track the effectiveness
of CFMs to improve the quality of our reporting.

m included noise as a category in relevant
moniloring programmes;

u used the dafa 1o inform our social
investment in Nigeriq, lo increase the
participation of local community groups.

For more information see page 38.
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SUSTAINABILITY GOVERNANCE

We have put clear and effective governance structures in place throughout Shell, supported
by standards, policies and controls. These are the foundation of the decisions we make and

actions we take at every level of the company.

Our governance procedures are applied to all
areas of decision-making across Shell. This involves
the Board of Royal Dutch Shell plc, four Board
committees, the Executive Committee (EC), and the
teams and people who work across our operations.
We make sure that decisions are communicated
and implemented within the business.

The Corporate and Social Responsibility Committee
(CSRC) is one of the Board committees. Its views
and findings about our sustainability practices are
integrated into Shell's business fo skengthen our
procedures and operations within countries.

The overall accountability for sustainability within
Shell lies with the Chief Executive Officer (CEO)
and the EC. They are assisted by the health, safety,
security, environment and social performance
[HSSE & SP) executive team. Qur standards are set
out in our HSSE & SP Control Framework and apply
to every Shell company. The process safety and
HSSE & SP assurance team, with a mandate from
the CSRC, provides independent assurance on
compliance with the Control Framework.

CORPORATE AND SOCIAL
RESPONSIBILITY COMMITTEE

The CSRC was established in 2005. The
Committee’s role is to review and advise on
policies and performance against the Shell
General Business Principles, the Shell Code of
Conduct and mandatory HSSE & SP standards.

In 2015, the CSRC visited an LNG-powered
supply vessel at our deep-water operations
in the Gulf of Mexico.

The Committee’s members bring a variety of
experience from industry and national government.

In the first five months of 2015, the Chairman of the
CSRC was Charles O. Holliday, former CEO and

Chairman of DuPont. He was succeeded in May

2015 by Hans Wijers, former CEO and Chairman
of Akzo Nobel. Other members of the Committee

in 2015 were Sir Nigel Sheinwald, a former British
diplomat; Patricia A. Woertz, a business leader
with extensive experience in the oil sector; and
Gerrit Zalm, a former Minister of Finance of the
Netherlands, who stood down from the CSRC

at the end of 2015.

"The CSRC has a responsibility to review and
assist Shell to continuously improve its business
praclices,” says Hans Wijers. "As a Committee,
we apply our own individual experience and
combined knowledge fo review Shell's standards
and the sites we visit. It is a crifical role that can
lead to improvements in implementing safety
and environmental standards and in Shell's
work with communities.”

ACTIVITIES IN 2015

The Committee met five times in 2015. During
these formal meetings, the CSRC undertakes
in-depth reviews of key exposure areas of our
business, monitors any major issues of public
concern and Shell's strategy to address them,
especially with respect to environmental and social
issues. Some lopics are reviewed on an annual
basis, such as sustainability performance,
process safety, and management and

audit results.

Other topics are reviewed on a rotational basis -

for example, maritime risks were reviewed in 2015.

There are also subjects that are discussed because
they are current. The Committee continued to
spend lime on topics related to climate change
and the energy transition and also discussed
developments in Alaska, Nigeria and seismic
activity in Groningen, the Netherands.

The Committee visits locations to meet Shell
employees, contractors and suppliers and to
help review whether we are adequately putting
our standards into practice. During these visits,
the Committee meets members of the local
community and other inferested parties, such
as non-governmental organisations, to hear their
views. Alfter each visit, the Commiltee shares

its observations with the Board of Directors.
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“The International Auclit Protocol
Consortium [IAPC) was founded by
the global infrastruciure firm, AECOM,
to focus on promoting exczllence

in global environmental, health, and
sofety auditing. Shell has demonstrated
outstanding leadership in the IAPC by
participating across all consortium
achvities This participation has
included benchmarking key elements
of its world-class HSSE & SP audit
programme ard sharirg best practices
ard confiruous improvemeni concepts.

The consortium’s 57 multinational
member companies collaborate to
advance audit practices. Much of
the consortium's success is bosed on
open forums that enable the sharing
of experiences. The future challenge
for Shell - as a leading company
within the IAPC — will be to promote
critical insight and knowledge to even
greater levels of assurance among
intermal and external stateholders.”

John Nagy, CPEA

Vice President, IAPC

AECOM Global EHS Management
Consulting Praclice

Chicago, lllinois USA

In 2015, the CSRC visited Shell deep-water
operations in the Gulf of Mexico and the Raizen
biofuels business in Brazil. During each visit, the
Commitiee met employees and representatives
from government and non-governmental
organisations. In 2015, individual CSRC members
also visited the Peterhead carbon capture and
storage project in the UK, the Moerdijk chemical
plant and the Nederlandse Aardolie Maatschappij
joint venture (NAM, Shell interest 50%) sites in
the Netherlands.
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EMBEDDING SUSTAINABILITY INTO PROJECTS

ASSESSING OUR PROJECTS

When we plan or develop new aclivities, or make
changes to existing ones, we apply a staged
project development process (see diagram} and

seek o be consistent around the world. We embed

sustainability across our projects by:

m conducling infegrated assessmenls on
the potential environmental, social and
health impacts. These may include specialist
studies on topics such as water, cultural
heritage or security; and

m engaging with communities to understand
concerns they may have and discuss
possible ways to address these concerns.

These assessments help us o manage and
reduce polential impacts af all stages of
the project. We also draw on international
standards, such as those of the World Bank
and the International Finance Corporation,
to guide our engagement with communities.

OUR PEOPLE

We train our teams to understand how o embed
sustainability info our projects. They ore supported
by specidlists in the areas of, far example,
environmental management, health and social
performance including, but not limited to:

m biodiversity, wasle, energy and water
management; and

m indigenous peoples’ rights, culturol heritage
and resettlement.

The specialists work with the project team to
help manage potential impacts on communities
or the environment during project design,
construction and operation.

Preliminary Public Copyroouciox

OUR PROCESS

At each review stage in the project development
process, we decide if and how we are going
to move forward with the project. This includes
balancing short- and long-term interests, and
integrating economic, environmental and social
considerations inlo our decision-making.

The results of all assessments are documented
in a projectmanagement plan which is approved
by the manager accountable for the project.
The plan is updated and its implementation is
monitored and reviewed throughout the lifespan
of the project.

PROJECT PROCESSES IN PRACTICE

PROJECT DEVELOPMENT STAGE

SELECT

DECOMMSS(ON
AND RESTORE

Identify people who may be
interested in or affected by
the project.

Engage with stakeholders

(e.g. communities, host governments
and NGOs) and feed responses
info our risk analyses and decision
making process.

Conduct baseline studies of the local
environment [e.g. water, biodiversily,
social |ive|ihoo&gs) and consider how
the project may affect it.

Based on assessment of potential
impacts and stakeholder engagement,
identify mitigation and enhancement
measures, e.g. change a ﬁipeline

route or fEdUCE waler used.

Implement mitigation plen through
prc:jec! development and consiruction
v and then in ongoing operations.
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THE ENERGY
TRANSITION

An energy transition is under way
to a global low-carbon energy
system. Managing this transition
is complex: energy is needed

to meet the needs of a growing
global population, yet the energy
produced needs to be less
carbon-intensive.

There are things societfies can

do to speed up their own energy
transitions. For example, expand
the use of renewable energy,

use cleaner-burning natural gas
to replace coal, and increase
the uptake of carbon capture
and storage.

This section outlines Shell’s
approach to the energy transition.

49%

Share of our production that was
natural gas

o
. 72 MILLION TONNES 'l“

Direct greenhouse gas emissions
from facilities we operate

: 3] 5 KILOTONNES

Reduction of CO, at Quest CCS facility in 2015

Quest carbon capture and storage started up
at our oil sands operations in 2015. It can
capture more than one million tonnes of
CO, emissions each year from the Scotford
Upgrader and store it safely underground.
Alberta, Canada.
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THE ENERGY FUTURE

Energy is essential to our daily lives. But the way the world produces and consumes energy

continues to change.

For many, energy is a defining feature of modem life.

Lives and livelihoods, economies and communities
depend on convenient, reliable and affordable
energy — for power, heating, industry and transport
- to prosper and grow. As more people strive to
allain energy-dependent producls and services,
more energy will be needed.

Energy has enhanced our lives: we have never
been more connected and, today, more people
have better opportunities, better health and better
living conditions. This progress has been dependent
on reliable, accessible energy. As the global
population increases and incomes rise, demand for
energy will grow: by 2050, the world’s population
will be approaching 10 billion, up from 7 billion
today, while more than two in three people could
be living in cities. Shell's New lens Scenarios
show that, within 50 years, global energy
demand could be 60% higher than in 2015.

MORE ENERGY, LESS CO,
The world must find ways to meet this rising energy
demand while reducing global greenhouse gas

emissions to limit the effects of climate change. The

historic Paris Agreement adopted by 195 countries
in late 2015, and expected 1o be ratified over the
coming year, established a goal to limit the global
temperature rise this century to well below 2 °C.

This reinforces the need to shift our existing energy
system 1o one based on energy sources that are
lower-carbon. It requires a huge undertaking ~

a global energy transition involves producing and
consuming energy in a different way. We need
to design our economies, communities and lives
to thrive on these energy systems.

It will be necessary o achieve close to netzero
carbon dioxide {CO,) emissions as early as
possible this century if we are to maintain a

world below 2 °C. In a netzero emissions world,
CO, emissions would be safely absorbed by the
earth’s natural infrastructure — such as forests and
oceans — with any remaining emissions safely
stored underground by carbon capture and storage
[CCS). Shell's New Lens Scenarios show that, while
difficult, it could be possible for society to approach
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nelzero emissions by the end of this century.
However, these scenarios assume an average
global temperature increase of 2-3 °C by 2100.

A huge par of the challenge is fo cut the carbon
from the existing fossil fuels that currently make
up around 80% of the energy mix. Our New Llens
Scenarios show thal energy needs towards the
end of this century will be predominanily met

by renewable energy sources such as solar,
wind and biomass, with fossil fuels around

25% of the energy mix.

GLOBAL ENERGY CONSUMPTION
While renewable energy sources are growing fast,
there are technological challenges 1o achieving

a completely renewable energy system. The world
needs to shift four main areas of global energy
consumplion to low-carbon allematives: electricity,
transport, industry and domestic use (see diagram).
Each of these sectors will transition at a different pace.

Today, 18% of total global energy use is provided
by electricity. Around 40% of this electricity is still
generated by coal, while just over 20% comes from
renewable energy sources. By 2050, more than
40% of the world’s electricity could be powered

TODAY'’S ENERGY NEEDS

The world today currently consumes most of its energy from coal, oil and gas sources, with around a fifth of total energy supply used to generate electricity.
Energy sources differ across the sectors of industry, Iransport and domestic use which all need to transition to low-corbon energy options.

CURRENT GLOBAL ENERGY DEMAND

ENERGY CONSUMPTION BY SECTOR AND CONSUMER TRENDS

e SE= &‘Dﬁ'
[T Tt O, o o
Cod 30% 96% 27%
bR of domestic and of transport of industry
i 11’§| -|| commercial demand is is fuelled by runs on gas
! e still met by traditional liquid fuels
1 ‘-_L: e | biomass energy
L,
DOMESTIC & COMMERCIAL TRANSPORT INDUSTRY
5% 2% 3o 1%
4%
of total final
20% ‘ .
energy consumplion
is electricity 6%
2% 29%
oil Coal ¥l Gas M Biomass Nuclear B Renewables | uling i Electricity Heat I Liquid fuels (ncluding

Source: Inlernalional Energy Agency, Key world energy slalistics 2015 and World energy oullook 2015.
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THE ENERGY FUTURE CONTINUED

by renewable energy sources, according to the
International Energy Agency. At the same time, only
around 3% of transport is powered by renewable
energy sources. In 2040, this could reach 8%.
Many forms of transport will, likely, still rely on
oil-based products {blended wilh biofuels).

There are some indusirial users, such as steel and
aluminium producers, whose processes require
temperalures that are currently difficult to achieve
without hydrocarbons. Across olher industries and
in our homes, the existing infrastructure needs to
change to shift from fossil fuels to electricity.

The scale of the required investment is another
reason why the energy transition will take time.

One possible solution to meet energy demand

is to have a hybrid system of both renewable
energy sources and lowercarbon oil and gas. This
combination would give people access to a full suite
of energy products until the technological challenges

lo achieving a lower-carbon energy system ore solved.

MEETING THE ENERGY CHALLENGE
A successful energy transition requires sustained
and substantial investment in all energy sources,
including oil and gas production, to meet the global
demand needed to fuel economic development.
If the world is to achieve an energy transition

and approach netzero emissions, our New Lens
Scenarios suggest that society should grow its
share of renewable energy to up to 70% by 2100.

Even if global demand for hydrocarbons is flat, there
still needs ta be investment in oil and gas supply
simply to meet this demand. Without this ongoing
investment, the production from exisfing fields
drops an average 4-6% each year.

MANAGING THE TRANSITION

The Paris Agreement has set the global direction
for the energy transition. Government and business
need to deliver policies and products in support
of this. The energy transition will require a mixture of
vision and realism, urgency and long-term planning.

There are many things that can be done now to
reduce global emissions. Some will have a more
immediate impact — such as subslituling coal

for natural gas or advancing renewable energy;
while other solutions and technologies could

play a larger role later in the transitian - such as
introducing new forms of transport fuels or carbon
capture and storage {CCS). In a similar vein, it
will be easier for some sectors of the economy or
particular countries to reduce their carbon emissions
faster than others in the coming decades.
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Wiithin Shell, we can best help to decarbonise the
existing hydrocarbon energy syslem by promoling the
use of cleaner-buring natural gas and by advancing
CCS technology. We also support the implementation
of widespread government-led carbon-pricing
mechanisms {see page 13) and are investing in
efficient fuels and lubricants, and transport alternatives
that include biofuels and hydrogen fuel. {See page
20and 21).

Ye!, there needs to be a broader response with
cross-sector collaboration on an unprecedented
scale. Government, business and civil sociely need
to work together, particularly in the design and
implementation of local energy policies, city planning
and infrastructure. For example, the transport and
mobilily sector needs greater collaborafion among
manufacturers, energy companies and governments
if innovation is to reach the scale required. In 2015,
Shell was a founding member of the Energy Transitions
Commission. This is a cross-sector collaboration

of leading individuals from the public, private and
social sectors to make recommendations that will
contribute to the energy transition.

We believe that our capacily to innovate and to
take a longterm view on invesiment, along with
our experience, can help us lo make an important
contribution to the energy transition.

FUTURE ENERGY NEEDS

A successhul energy transition requires subslantial investment across all energy sources, including oil and gas production, to meet a growing demand for energy.

THE ENERGY CHALLENGE

There is more demand for energy globally as the world’s population and living slandards increase.

GROWING POPULATION

RISING DEMAND

ONGOING SUPPLY

MITIGATING CLIMATE CHANGE

Global population will increase
from around 7 billion today
to nearly 10 billion by 2050,

with 67% living in cities.

Global energy demand will likely be
almost 60% higher in 2060 than today,
with 2 billion vehicles on the road

{800 million today).

Renewable energy could Iriple by 2050,
but we will still need large amounts of
oil and gos to provide the full range
of energy products we need.

Nel-zero emissions is a potentially
achievable societal ambition.

Source: UN World Population Prospects {2015 revision); World Urbonization Prospects {2014 revision); Intemational Energy Agency, Energy Technology Perspectives 2015; Shell New Lens Scenarios.

TOWARDS A LOWER-CARBON FUTURE

Shell is working to meet the energy challenge in many different ways:

natural gas to a
wider market

066

Bringing lower-carbon

Investment in lower-

carbon technologies such
as hydrogen and wind

7

Industry leader
in carbon capture
and storage

Continued investment
in oil and gas to meet
growing demand

A biofuels business

Advocating
government-led
carbon-pricing
mechanisms
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ADDRESSING CLIMATE CHANGE

At Shell, we believe there are clear, practical steps the world can take to tackle climate change

while continuing to provide energy to meet present and future needs.

The Paris Agreement provides a way forward for
govermnments and society to find effective policy
and cultural changes that can drive low-carbon
business and consumer choices. Shell supports
long-term climate goals that address environmental
pressures and provide development opportunities
for communities. We all need to work together to
achieve the ambitions set in the Paris Agreement.
Targets for countries are a good place to start
and set the direction for the significant global
undertaking ahead.

REDUCING EMISSIONS

It will be necessary for the world fo reach netzero
carbon dioxide {CO,) emissions if there is lo be
a successful shift to a low-carbon energy system
and fo keep global temperatures well below

2 °C. This will require a combination of the best
of renewables, gas and oil lo meet all types of
energy needs and create low-carbon economies
and communities. It also requires the large-scale
implementation of technologies, such as carbon
capture and storage. A number of measures can
be applied to reach netzero emissions, including:

m regulatory measures such as government
implemented carbon-pricing mechanisms
lo mofivate investment in emissions reduction
and energy efficiency;

= energy efficiency to encourage smarter
practices and stricter regulations for
compact urban development, infrastructure
and energy-efficient buildings, as well as
investment in low-emission transport;

m ways fo reduce or offset CO, emissions,
such as reforestation and carbon capture
and storage |{CCS);

s removal of consumption subsidies for fossil
fuels to create a level playing field for all
energy providers, and

= financial incentives that encourage the
development, demonstration and deployment
of new low-carbon technologies.

We are currently working with a number of
governments around the world to develop an
appropriale energy mix that can help these
countries to move fowards a low-carbon
energy system. {See box).

Natural gas can play o role in helping countries diversify their energy mix. Shell has
been working with China’s Development Research Centre on China’s long-term energy
development strategy. Guangzhou Zhujiang, China.
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CHINA’S FUTURE

ENERGY MIX

Since 2011, Shell has worked closely with
the Chinese government’s Development
Research Centre [DRC) of the State Council
on China’s medium- to longerm energy
development strategy. The ongoing
collaboration has identified the key energy
challenges facing the country and suggested
detailed, practical solutions.

The recently concluded second phase of the
collaboration examined the important role
natural gas can play in helping China diversify
its energy mix, boost economic development,
improve air quality, and help meet China's
Intended Nationally Determined Confribution
for reducing carbon emissions. Displacement
of coal use was specifically identified as one
of the key areas for natural gas development.

The research draws on international
experience from other countries and regions
that have increased the share of gos in their
energy mix and offers insights into how China
could replicate this. The Shell-DRC joint report
"Research on China’s Gas Development
Strategy” recommended the liberalisation

of China’s natural gas value chain as a

way to support and enable greater natural
gas consumption.

This would require opening up China's

gas market fo new entrants and increasing
domestic natural gas supplies; enhancing
the construction of pipeline networks and
gas storage facilities, accelerafing the reform
of regulatory systems and institutions, and
the development of market-based pricing
mechanisms. The report recommendations
have informed the development of China’s
13th Five Year Plan for 2016-2020.
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ADDRESSING CLIMATE CHANGE CONTINUED

MITIGATING CLIMATE CHANGE
Shell is meeling the energy challenge in many
different ways. Over the past decade we have
invested in cleanerburning natural gas and
sugarcane ethanol, a low-carbon biofuel.

We are also working on new fuels for transport.
Our approach to mitigating climate change is
to take action in the following ways:

Natural gas as an alternative to coal
Natural gas produces half the amount of CO,
os coal when burnt to generate electric power.
Greater use of natural gas as a fuel for power
plants, instead of coal, could significantly reduce
emissions from the power sector. This can also
be the most affordable route for countries that
are seeking fo reduce their CO, emissions
while maintaining reliable power generation.

Government carbon-pricing mechanisms
Shell has long called for governments to

create carbon-pricing mechanisms that deliver

a meaningful cost on CO, emissions. These
mechanisms offer an effective way to stimulate
the development of low-carbon technologies,
generate revenue for governments and, ultimately,
give consumers new energy choices. It could
encourage the deployment of renewable energy,
carbon caplure and storage (CCS) and nuclear
power plants.

Carbon capture and storage

The International Energy Agency estimates that
without CCS the cost of achieving a 2 °C scenario
could be around 138% higher. Over time, CCS
could capture enough CO, to deliver a 13%
reduction in overall emissions needed by 2050
to limit the rise in global lemperature to 2 °C.
CCS is currently the only technology that can
capture industrial CO, emissions.

If CCS is to have an impact on global CO,
emissions it needs to be both supported by
governments and taken up widely by industry,
including power generation companies. In 2015,
Shell started operating Quest, our CCS project
in Canada. (See page 16).

Low-carbon energy: renewable energy
and biofuels

Shell's New Lens Scenarios show how renewable
energy could eventually become the largest
component of the global energy system.

We currently produce biofuels in Brazil through
our Raizen joint venture. We have longer-term
investments with partners in developing alternative
transport fuels, such as hydrogen, and advanced
biofuels. {See page 20].

Combining renewable energy

with hydrocarbons

Reliable energy solutions can be designed by
combining fastgrowing renewable energy with
hydrocarbons. In practice, some countries may
choose to develop smaller scale power grids
that use a mix of energy sources. For example,
Shell is working on the design of a combined
natural gas and solar power project with Marikina
City, Metropolitan Manila, the Philippines.

COLLABORATION AND

PUBLIC POLICY

Govemments play a key role in their energy
transitions: their policy choices can drive innovation
in low-carbon technologies, and encourage
investment in low-carbon energy and infrastructure.
Policies and frameworks need to be developed to
support businesses and consumers to make choices
that reduce emissions. This could bring about
fundamental change. Innovation can be driven by
a global carbon emissions market — an approach
that is suggested in the Paris Agreement.

Shell has a long history of collaborating to build
international policy and market frameworks.

For example, we were a founding member of the
International Emissions Trading Association (IETA),
which today is a leading business association
focused on carbon pricing and the development
of emissions markels. We continue to work with
IETA and a number of other organisations on
climate change issues. [See page 45.
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SHAREHOLDER RESOLUTION
IN 2015

In 2015, a shareholder resolution was filed
for Shell's Annual General Meeting (AGM)
requesting additional information from Shell
regarding business risks associated with
climate change. We have been asked to
disclose this information from 2016 onwards.

The resolution was prepared by a codlition

of UK asset owners ond mutual fund managers.
It was intended to emphasise the need to
balance the short- and long-term interests

of Shell's shareholders in relation to Shell’s
aclions to miligate climate change.

We supported the resolution at the 2015
AGM. We provided additional reporting
in 2015 and we maintain our commitment
to engage with our shareholders. In 2016,
we conlinue lo report on the five areas
specified in the resolution. These five oreas
are Shell's ongoing operational emissions
management, asset portfolio resilience to
post2035 scenarios, lowcarbon research
and development and investment strategies,
os well os Shell's public policy interventions.
Information that addresses the resolution
con be found on the following pages of
this report:

» reducing emissions, page 13;

» portfolio resilience, page 15;

s low-carbon energy investment, page 18;

m Shell's scorecard structure, page 48; and
m collaboration and public policy, page 14.

The full resolution con be viewed at
wwwi.shell com/ghg. We will continue

to publish odditionol information on this
website as it becomes available. This will
include, for example, our greenhouse gos
emissions, additional information on our
resilience to post2035 scenarios and our
submission to the Carbon Disclosure Project.
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PORTFOLIO RESILIENCE

Shell has long taken into account the potential risks
and Ihreats lo the viability and profitability of major
projects fo ensure the robusiness of our portfolio.
Our investment horizons can be decades ahead.

At Shell, we assess the greenhouse gas (GHG)
risks on all our planned ventures. We generally
apply @ GHG project screening value (PSV) for

all new projects, and have done so since 2000.
Since 2008, our GHG PSV has been $40 per
tonne. This means that new projects are assessed
for the financial impact if a government imposed
price or levy of $40 per tonne for GHG emissions
is implemented. For projects with a high exposure to
govemment imposed carbon pricing or legislation,
we consider the impact of higher GHG prices.

The screening value can affect our project design
in a number of ways. Some projects may be
stopped at an early stage if the GHG footprint
is too high or a design may be allered 1o reduce
GHG emissions at start-up. For example, we have
stopped some projects at an early stage, due to
high levels of CO, in the hydrocarbon reservoir.
Alternatively, a project may be designed to
enable CO, reduction at a later date if there

is an increase in the local government imposed
carbon price - for example, by adding CCS.

Preliminary Public Copyls ENERGY TRANSITION "

We strengthen the resilience of our porifolio with
internal targets on energy efficiency and emission
reductions at our assets. We use largets thol are
based on the local context and which cannot
meaningfully be converted into company-wide
goals. Our Carbon Disclosure Project submission
provides more information about how we apply
our fargels.

ADAPTATION

The effects of climate change will require
governments, businesses and local communities
to adapt their infrastructure to the changing
environment. Across Shell, we take steps at our
facilities around the world 1o ensure that they
are resilient to climate change. This reduces
the vulnerability of our assets and infrastructure
lo potential exireme variability in weather
condifions linked to climate change.

We take ditferent approaches to adaptation
for existing operating assets and new projects.
We progressively adjust our design standards
for new projects while, for existing assets,

we identify those that are most vulnerable to
climate change and take appropriately timed
acfion — for example, by upgrading refinery
drainage systems.

Special equipment enables us to measure changes in environmental conditions, which are
factored into our project design criteria and support safe and more efficient operations.

Gulf of Mexico, USA.

ENERGY EFFICIENCY

Across all our Upstream and Downstream
operations, we strive for improved energy
efficiency to help reduce Shell's overall GHG
emissions. Better energy efficiency can be
achieved by improving the reliability of our
equipment, by smart scheduling of maintenance
activilies or by installing more energy-efficient
equipment. The main metric that we use to
measure our energy efficiency is energy
intensity — that is, the amount or energy
consumed for every unit of output.

Each of our 13 Shell-operated refineries has to
identify measures to improve energy efficiency
every year. For example, in 2015 we installed
a cogeneration unit at our Bukom refinery

in Singapore. This unit improves energy
efficiency by recovering waste heat from

the gas turbine’s exhaust to generale steam.

Between 2009 and 2015, the energy intensity
of our refineries decreased by about 6%,

due to a combination of improved equipment
reliability and better operaling processes and
energy-efficiency projects. Energy savings in
downsiream, combined with changes in the
refining energy mix to lower-carbon allernatives,
reduced the refining CO, emission foolprint
by about 1.5 million tonnes each year. These
energy savings helped us to reduce costs: the
total annual energy cost of our 13 refineries is
around $2.5 billion. We were able to reduce
costs between 2009 and 2015 by about
$100 million each year.

We also continue to improve the scheduling
of our shipping operations which helps to
reduce fuel consumption, loading and
discharging times.

For information on our energy-efficiency
performance, see page 36.
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NATURAL GAS

The world needs to find lower-carbon ways to produce and consume energy. At Shell,
we believe natural gas has an important role to play in meeting that challenge.

Natural gas is abundant, versatile
and cleanetburning than coal.
It makes up about half of Shell’s
fotal production and is one of the
few energy sources that can meet
many energy needs: to generate
electricity, heat homes, power
industry, and fuel ships and trucks.
According to the International
Energy Agency, there are enough
recoverable natural gas resources to last more
than 200 years at current levels of consumption.

Natural gas can make an important contribution
to the energy transition. It produces around half
the CO, emissions of coal when burnt to generate
electricity. The production and use of both coal and
natural gas for power generation emits methane,
which contributes to global warming. The use

of gas for power will have less global warming
impact than coal over a 100-year time frame as
long as the total methane emissions of the gas
supply chain do not exceed 3%. Most independent
studies demonstrate that the emissions from the
gas value chain are well below this level.

{See page 27).

There is also potential to significantly reduce local
air pollution by replacing coal with natural gas

in power generation. This is already happening

in Beijing, for example, where steps are being taken

to switch coalfired power plants to natural gas.
Modern natural gas plants emit less than one-tenth
of sulphur oxides, nirogen oxides, particulates,
and heavy melals compared with coal. We work
with a number of governments to support the
creation of infrastructure needed lo use gas as
an energy source — such as liquefied natural

gas import terminals.

Renewable energy will play a key role in the
transition to a lower-carbon future. Yel, some
renewable energy sources, such as solar and
wind power, are intermittent due to the current
absence of large-scale energy storage. They
need a partner, such as natural gas, to maintain
a reliable flow of electricity. A natural gas-fired
power plant takes much less time to start and
stop than a coal-fired plant.

Natural gas can also be used in combination
with carbon capture and storage {CCS) to reduce
CQO, emissions. CCS could remove up to 90% of
CO, emissions from power generation and play
a key role in supporting the shift to a lower-carbon
future. (See page 19).

Phase 3 of the Malampaya deep-water gas-to-power project was completed in 2015,
providing up to 30% of the country’s energy requirements. The Philippines.
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LIQUEFIED NATURAL GAS

Liquefied natural gas (LNG) is helping to bring the benefits of cleaner-burning natural gas to
markets all over the world. Shell is one of the world's leading suppliers of ING.

The ING process enables natural
gas to be easily fransported

from areas where it is abundant
lo places where it is needed. To
create LNG, natural gas is cooled
to-162 °C, tuming it into liquid
form and shrinking its volume

by 600 fimes. At its destination,
the LNG s converted back into
gas for conventional use.

Shell was a pioneer of the LNG industry more
than 50 years ago and is one of the world's largest
ING suppliers. Today, new global LNG supply is
mainly coming from Ausiralia, North America and
East Africa. At the same fime, we expect ING
demand to rise by 5% each year over the next
two decades. Shell is currently involved in several
NG projects around the world.

For example, the ING plant at Sakhalin-2 {Shell
interesl 27.5%), located off the east coast of
Russia, provides around 9% of Japan's and 8%

of South Korea's LNG supplies. ING Canada
{Shell interest 50%), is a proposed joint venture to
develop an LNG export project in British Columbia,
connecting the gas supply from north-west
Canada to markets in Asia.

FLOATING LNG

Floating liquefied natural gas {FLNG) facilities
enable LNG to be produced, liquefied, stored
and offloaded at sea. This makes it possible to
reach offshore gas fields previously considered
loo expensive or too difficult to develop. FLNG
is designed to reduce the local environmental
footprint of ING infrastructure and decrease
the disturbance to land and marine life.

We are constructing our first FING facility, Prelude
FING (Shell interest 67.5%), which will be located
475 km off the coast of Westem Australia. It is
under construction in various locations around the
world - the main construction site is the Samsung
Heavy Industiies Yard in Geoje, South Korea.
Once completed, Prelude FING will be the
largest floating offshore facility in the world.

A module is lifted on 1o Prelude Floating LNG which is being assembled in Geoje,
South Korea. Prelude will be located off the coast of Western Australia.
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LNG FOR TRANSPORT

Cleaner vehicles and fuels are needed to
meet increasing demand for transport with less
greenhouse gas emissions. Cleanerburning
ING is a fuel for heavy-duty road transport,
shipping and industry that is virtually free

of sulphur emissions and has lower levels

of nitrogen dioxide and patticulates. It can
be used as an alterative transport fuel to
diesel and heavy fuel oil.

In shipping, LING is already used as a fuel
for vessels on inland and coastal waterways.
In Norway, Gasnor, a Shell company, is

a leading supplier of LNG fo industrial and
marine operators. Since 2015, Shell is able
to import and use storage capacily at the
Gas Access to Europe (Gate] NG terminal in
the Netherlands, which enables us to supply
NG to marine and road fransport customers
in northrwest Europe. Shell is also using the
terminal to supply ING fuel to its growing
truck-refuelling network in the Netherlands.

In the same year, Shell also signed an
agreement with Plouvier Transport NV and
Intertrans Tankschiffahrt in Europe to charter
15 new inland duaHuel barges. They will run
predominantly on LNG and are expected

to use the new Gate terminal.

Since 2015, Shell has been operating two
offshore supply vessels for our deep-water
activities in the Gulf of Mexico. The vessels
run mainly on LNG, with one more ING-
fuelled vessel on order. We have also started
construction of an ING refuelling vessel

to supply LNG-powered vessels and ships
across north-west Europe.

In the USA, Shell continues to work with the
truck-stop chain, Travel Centers of America,
to develop a network of ING refuelling
stations for trucks. The first station was opened
in California in 2014 and five more LNG
stations are now operational in California,
Texas and louisiana. Shell also has two
LNG refuelling stations in Canada.
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RESEARCH AND DEVELOPMENT

Innovation and advanced technologies play a crucial role in the energy transition.
Our research and development (R&D) activities aim to address the need for more energy

while reducing the environmental impact.

We have programmes, partners and funding
methods to help us develop new technologies. Shell
has research partnerships with leading universities
and research institutes including Massachusetts
Insfitute of Technology in the USA, Imperial College
in the UK and Tsinghua Universily in China.

Our three main programmes that support future
energy fechnology development are Shell
GameChanger, Shell Technology Ventures (STV)
and Shell TechWorks. Shell GameChanger nurtures
radical, unproven ideas that have the potential

to influence the energy future. STV, our corporate
venlures arm, invests in companies and technologies
that are likely to accelerate the development and
deployment of innovations in the energy sector.
Shell TechWaorks is an open innovation programme
that connects entrepreneurs and technology startups
from other sectors to apply different technologies

to the energy sector.

LOW-CARBON ENERGY INVESTMENT
Over the past six years, we have invested about
$1.1 billion in low-carbon R&D. We support

the development and implementation of new
energy technologies by investing in companies

and technologies that are complementary to

Shell's existing business.

Through STV, we invest across the full scope

of alternative energy: in production, we invested

in GlassPoint solar technology (see page 21);

in energy distribution, we invested in Next Step
Living, a company that helps homeowners improve
energy efficiency and use more renewable energy;
in energy storage, we invested in Aquion Energy,
a company that produces saltwater ion batteries
that can store solar power for use at night for
industrial purposes.

Other areas of lowcarbon investment include
supporting the global Carbon XPRIZE in the area
of carbon capture and use. In Canada, Shell and
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nine members of Canada’s Oil Sands Innovation
Alliance are funding an XPRIZE to foster ideas to
find alternative uses for captured carbon dioxide.

As part of our low-carbon investment portfolio,
we are also researching new fransport solutions
including hydrogen technologies, energy storage
for electric vehicles {see page 21) and advanced
biofuels (see page 20).

Stages of low-carbon investment

Our investment in low-carbon R&D can be
categorised info six areas. {See diagram).

We try and test many new technologies, often
working in parinership with others. If the technology
development shows commercial viability at the
R&D stage, we will continue to invest in i.

For example, over a number of years, we have
conducted seven advanced biofuel frials to test
new biofuels made from plant and crop waste.
Today, we have three demonstration plants where
we evaluate cellulosic ethanol and manufacturing
processes in which advanced biofuels are
added o existing fuels.

LOW-CARBON RESEARCH & DEVELOPMENT INVESTMENT
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CARBON CAPTURE AND STORAGE

Carbon capture and storage — or CCS - is the name given to a combination of technologies
that captures and stores carbon dioxide (CO,) deep underground, preventing its release into

the atmosphere.

At Shell, we believe the world will need CCS

to achieve the ambition of netzero emissions.
CCS is already being used around the world

to capture CO, from power generation and
industrial processes with around 25 million fonnes
of CO, captured and stored globally each year.
Many companies have further CCS projects in
development. There is considerable potential for the
future deployment of CCS in a variety of industrial
sectors including power, iron and steel.

QUEST, CANADA

in Alberta, Canada, Shell operates a joint venture
(Shell interest 60%) to develop the first commercial-
scale CCS for reserves exiracted from our oil sands
operations. The facility is designed to capture up to
35% of the current CO, emissions from the Scotford
Upgrader — the site where bitumen is processed
into synthetic crude oil. The captured CO, is stored
in a porous rock layer about 60 km away and
more than 2 km below ground.

Quest started operating in 2015. At full capacity
it can caplure and store more than 1 million tonnes
of CO, each year — equivalent to the emissions
from about 250,000 cars. Since its startup, Quest
has reduced CO, emissions by 315 kilotonnes.
The provincial government of Alberia and federal
govemment of Canada have provided C$865
million to support the development of Quest

Shell and our jointventure pariners are freely sharing
any data or intellectual property generated by the
Quest project to help others advance CCS projects
and demonstrate its value on an industrial scale.

Monitoring Quest

Quest is designed to meet all the requirements for
the safe and permanent storage of CO,. We have
developed a rigorous monitoring programme lo
ensure that the CO, remains safely and securely
underground. This includes continuous pipeline
monitoring and early-warning systems, groundwater
sampling and 3D seismic surveying. Throughout the
development of Quest, we conducted an extensive
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consultation programme with nearby communities.
We share our baseline results from our monitoring
programme with the local community.

SHELL CANSOLY

CCS technology developed by Shell Cansolv

is used at the Boundary Dam power station in
Saskatchewan, Canada. It is Saskpower's largest
coalfired power station and a significant source
of power for the region. Both sulphur dioxide
and CO, are captured from the power station.

PETERHEAD, UK

Al the Peterhead power station in Scotland, which
is operated by the British energy company SSE,
we were, unlil recently, designing a full-scale gas
CCS project for a natural gasfired power plant.
The CCS technology was being designed to
caplure and move CO, from the power slation
offshore through pipelines for storage deep under
the seabed of the North Sea. Unfortunately, the
UK government withdrew potential funding in
late 2015, and the project did not proceed. We
learnt much about how to reduce the costs of future
CCS projects. The technical dota and reports
from our work is made publicly available.

CARBON CAPTURE AND STORAGE OVERVIEW

Kl CAPTURE
CO; caplure separates CO, from gas,
before it is emitted, using a chemical solvent
The captured CO; is separated from the
solvent and compressed into o liquid form
for transport.

CCS CONTRIBUTION

E1 TRANSPORT
CO; is generally pumped along o pipeline,
toking the CO; from the industrial site where
it hos been produced, ta its storage site which
may be onshore or offshore.

The IEA considers that CCS,

13%

as part of o portfolio of
aclions, con account for 13%

of totol energy-related CO,
reductions needed by 2050

STORAGE

CO; is injected deep underground inlo the
microscopic spaces in porous rocks. A loyer
af impermeable rock, called a cap rock, lies
directly above the porous rocks ensuring that
the CO; remains there permanently.
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LOWER-CARBON ALTERNATIVES

Shell invests in a range of lower-carbon technologies and fuels, sometimes working with partners.

Many of these Iechnologies have the potential to bring about chonges in the energy system.

BIOFUELS

In the coming decades, biofuels

produced from sugar care and

other crops are expected to play

a valuable part in the changing
energy mix. They are a costeffective way to reduce
CO, emissions in the transport sector, as long as
their production is managed in a responsible way.

Qur joint venture, Raizen (Shell interest 50%), in Brazil
is the world's largest producer of sugarcane etharol.
We also buy and blend biofuels into conventional
fuels. We invest in advanced biofuels made from
plant and crop waste. These are expected to further
improve the sustainability of biofuels and increase
production from the same amount of land.

Producing biofuels with Raizen

The use of sugar-cane ethanol produces 70% less
CO, emissions than conventional petrol. In 2015,
Raizen produced more than 2 billion litres of
low-carbon ethanol from Brazilian sugar cane.

The company's production process is designed lo
minimise its environmental footprint. By-products are
recycled as natural fertilisers. Waste sugarcane fibres
are used as fuel to generate electricity for the mills or
exported fo the grid. The sugar cane is grown using
only natural rainfall, water recycled from the production
process and irrigation on a small area. Raizen's
harvesling process is already 98% mechanised which
improves worker conditions and operational efficiency.

Raizen was the first company to certify a sugarcane
mill using the Bonsucro sustainability standard in
2011. Bonsucro's robust social and environmental
standards are independently audited and certified.
At the end of 2015, 13 of Raizen's 24 sugarcone
mills were certified to the Bonsucro standard.
Raizen is also working in partnership with the
non-governmental organisations, Imaflora and
Solidaridad, to support its third-parly sugarcane
suppliers to become more sustainable producers.

SUSTAINABILITY STANDARDS

Shell currently buys biofuels from more than

100 suppliers around the world for blending

with conventional fuels. In 2015, we used around
9.5 billion litres of biofuels in the petrol and diesel
we sold worldwide — making us one of the largest
blenders and distributors of biofuels globally.

Nearly all of the contracts with our suppliers of biofuels
that we purchase for blending contain environmental
and social clauses. These requirements aim to protect
human rights and the biodiversity of ecosystems. We
also conlinue to work on increasing the proportion
of independently certified volumes. In 2015, around
40% of these volumes were cerified as sustainable by
an independent auditor, working to standards set out
in the European Union's Renewable Energy Direclive.

We support the adoption of intemational standards
including the Round Table on Responsible Soy,

the Roundtable on Sustainable Biomaterials, the
Roundtable on Sustainable Palm Qil (RSPO) and
Bonsucro for sugar cane. Every year, 100% of the
palm oil that Shell blends is either independently
certified by RSPO or the International Sustainability
and Carbon Certification, or covered by offsets
from GreenPalm.

In 2015, Shell completed a project with Patum
Vegetable Oil in Thailand that helped farmers
to meet RSPO standards. Around 800 farmers
were successfully audited and received RSPO
certification, which increased the availability

of certified material by around 15,000 tonnes.
We are also working to increase the purchase
of independently certified sustainable sugar-cane
ethanol and soy biodiesel.

DEVELOPING ADVANCED BIOFUELS
We continue to invest in new ways o produce
biofuels from sustainable feedstocks such as waste
and cellulosic biomass. Shell has three pilot plants
at different stages of construction in the USA

and India. The pilot plants will convert cellulosic
biomass, which is nonfood plants and waste,
into a range of products, including petrol, diesel,
aviation fuel and etharol.

In addition, in 2015 Raizen opened its cellulosic
ethanol plant at its Costa Pinto mill in Brazil. It is

expected to produce 40 million litres a year

of advanced biofuels from sugarcane residues.

ENERGY-EFFICIENT TRANSPORT
Energy efficiency is an important consideration
in our development of fuels and lubricants that
keep people and goods on the move.

Efficient fuels

Shell supplies fuels to millions of drivers around

the world every day. For more than a century,

our scienfists have worked to develop high-quality
products o improve the driving experience and
energy efficiency of our customers. For example,
Shell FuelSave Diesel contains ingredients designed
to improve the combustion process in vehicle
engines. This, in turn, can boost efficiency and help
drivers save fuel. Shell FuelSave Diesel has helped
reduce the carbon footprint of business customers in
the bus, coach, construction and trucking sectors.

Shell GTL Fuel uses a gasorliquids (GTL) process,
with natural gas as a feedstock, to produce a
cleanerburning alterative fuel to conventional
diesel. It is virtually sulphurfree, odourless and
helps to improve local air quality. Shell GTL Fuel
can be used as a drop-in diesel fuel without
engine modification or new infrastructure or
vehicle investment.
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HYDROGEN

Hydrogen has the potential o

be an important low-carbon

transport fuel. Hydrogen

electric vehicles are quick to

refuel and can drive a similar
range as conventional cars. Hydrogen electric
vehicles could also help improve local air
quality as they produce water rather than
emissions from the tailpipe. When electricity
from renewable sources is used fo produce
the hydrogen, in future, they could generate
close to no carbon emissions.

Shell is taking part in several initiatives to
encourage the adoption of hydrogen electric
energy as a transport fuel. Hydrogen electric
transport can succeed if vehicle manufacturers
and fuel suppliers, with the support of
govemments, work together fo enable wide
uptake of the technology. There needs to be
a sufficient refuelling infrastructure to attract
customers, as well as incentives for businesses
to build this infrastructure.

In Germany, for example, the government

is supporting the deployment of a national
network of hydrogen electric fuelling stations
across the country by 2023. We are working
on this project with our jointventure partners in
H2 Mobility Germany — Air Liquide, Daimler,
Linde, OMV and Total. We currently operate
three hydrogen filling stations in Germany
and have two hydrogen filling stations in

los Angeles, California. We are assessing
the potential for similar projects in the USA,
UK, Switzerland, Austria, France, Belgium,
Luxembourg and the Netherlands.
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Advanced lubricants

The lubricants we produce for motorists and
commercial vehicles are designed 1o increase
engine efficiency and reduce fuel consumption.
Shell is one of the largest investors in research and
development [R&D} among international oil and gas
companies and employs more than 200 scientists
and engineers in lubricants R&D. Our technology
centre in Shanghai, China, researches motor oils
for passenger cars, heavy-duty engine oils and
transmission fluids for the Asian markets, while

our marine power innovation centre in Hamburg,
Germany, develops lubricants for ships.

Our Shell Rimula range of heavy-duty engine

ails was developed with leading engine makers
including Mercedes Benz. The oils help heavy-duty
commercial vehicle operators improve the fuel
economy of their fleets, while providing exira
profection against wear in the vehicle engine.

We also produce high-quality engine lubricants
which can improve the fuel efficiency of passenger
cars and motorcycles. These include products
manufactured using Shell PurePlus Technology that
applies the GTL process to produce a clear base
oil. This has much lower levels of impurities than
other base oils and can help improve performance.

Fuel efficiency

Each year, Shell runs a series of competitions,
called Shell Eco-marathon, in which we challenge
student teams from around the world to design
and build ulira energy-efficient vehicles. The events
— which take place in the Americas, Africa, Asia
and Europe - inspire young engineers to push
the boundaries of innovation. The winning teams
are those which can travel the furthest on the least
amount of energy. Competitors regularly enter
vehicles capable of travelling more than 1,000 km
on a single litte of fuel. In 2015, one of the leading
vehicles was capable of travelling more than

2,500 km on 1 litre of fuel.

Project M

Shell lubricants experts are working closely with
leading car designer, Professor Gordon Murray,
and engine specialists, Geo Technology, to
co-engineer a compacl, ullra<efficient concept car
for uban driving. Due for launch in April 2016,
it could help to advance efficient energy use in
transport if it is produced by a car manufacturer.

Electric mobility

We have taken part in electric mobility trials since
2013 with commercial parners in Germany, the
UK and the USA. In 2015, we took part in a tial in
California, USA, with San Diego Gas & Electric.
The trial integrated electric vehicles into California’s
wholesale energy market by aggregating the
storage capacity of electric vehidle fleets across
five locations.

A customer fills his car with hydrogen at one of Shell's hydrogen fuelling stations

in Hamburg, Germany.

SOLAR AND WIND
TECHNOLOGIES
Solar and wind power
are playing a growing part
in meeling global energy
demand. At Shell, we expect
an emerging low-carbon
energy system to include tradifional fuels
such as ail and natural gas alongside
renewable energy and carbon capture
and sforage.

Shell has been involved in wind power
for more than a decade. We have interests
in eight operational wind power projecis
in North America and one in Europe.

Our share of the energy capacity from
these projects is about 500 megawats.
When designing the European wind farm,
we used our experience with oil and gas
platforms to ensure it could withsiand

the harsh North Sea conditions. STV has
invested in 2-B Energy, a renewable energy
company, fo support its two-blade turbine
wind technology and reduce the cost of
offshore wind power. {See page 18.

We are also exploring the possibiliies offered
by solar power. Petroleum Development Oman
{PDO, Shell interest 34%) uses technology
developed by GlassPoint Solar — a company
in which Shell has invested ~ to reduce energy
consumption within its operations. GlassPoint
uses solar power to generate steam which is,
in tumn, injected into wells to enhance the
recovery of oil.

PDO and GlassPoint are constructing a solar
thermal steam plant in Oman, called Project
Miraah. Once completed in 2020, Mirach
will be the world's largest solar thermal steam
plant, providing about a third of the Amal
oilfield’s steam requirements. ltwill potentially
be capable of producing up fo 1 gigawatt
of power. This solar technology will replace
gas-ired steam generation and free the gas
for other uses, to reduce the CO, intensity
of the oil production. We are looking at
further opportunities to deploy both steam
and power using photovoliaic systems on
an industrial scale at oilfields in the Middle
East and California.

We also use renewable energy in our own
operations. This can result in significant cost
and CO, savings. For example, in Pakisian
we inslalled a 100 kilowatt solar photovoliaic
system at our fuel depot in Karachi, generating
around 170 megawatt-hours of power each
year. This helps reduce diesel consumption
for back-up power generation.
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MANAGING
OPERATIONS

The nature of the energy industry
means that we often operate in
challenging environments. We
work to reduce our environmental
impact and manage our operations
safely and responsibly, wherever
they may be.

This section describes those
operations identified by
stakeholders as of high interest

in 2015. It explains how we are
striving fo improve our performance
in areas such as safety and reduce
our impact on the environment
and communities.

l .2 MILLION

“ Tonnes decrease of GHG emissions

from flaring compared with 2014

58%

Approximate reduction of number of operational
spills in Nigeria compared with 2014

85%

Water recycling rate in oil sands

B
We monitor our tight-gas operations in
line with our onshore operating principles.

An employee checks a pressure gauge
at Groundbirch, Canada.




SHELL SUSTAINABILTY REPORT 2015

Preliminary Public Copypseneorraions

OUR ACTIVITIES IN ALASKA

In September 2015, we ended our offshore exploration drilling operations in Alaska

for the foreseeable future.

We drilled in Alaska's outer
continental shelf during the summer
months of 2015. We successfully
met the regulatory safety and
environmental standards expected
of us. After safely drilling an exploration well in
the Burger prospect in the Chukchi Sea, we found
that there was insufficient oil for commercial
development. This, in part, led us to stop drilling
operations in Alaska for the foreseeable future.

This decision reflects the outcome of the Burger ) well,
and the high costs associated with the project.
We support regulation that enforces high safety
and environmental standards. However, the
unprediciable federal regulatory environment for the
Alaska outer continental shelf also made it difficult
to operate efficiently. In the summer months of
2016, we will remove the remaining equipment
from the drilling sites in Alaska.

Currently, 6% of the world's cil and gas comes
from the Arctic region, including Alaska, according
to Wood Mackenzie. We believe this region will
be an important source of energy in the future.
However, our drilling in Alaska was an issue that
divided public opinion: throughout our operations

the concerns of many international non-governmental
organisations who do not believe continued fossil
fuel extraction from the Arctic is necessary.

WORKING WITH COMMUNITIES
Our relationship with local communities, including
the indigenous peoples of Alaska’s North Slope,
the Ifiupiats, played a key role in our operations
in Alaska. The Arctic liupiat Offshore (AIO) —

a company that includes some of Alaska’s North
Slope village corporations and the Arctic Slope
Village Corporation — took part in discussions
with Shell about potential impacts on their lifestyles
and livelihoods. lts president, Rex Rock, Sr., was
pivotal in the signing of an agreement between
AIO and Shell for its members to have an option
to share in future oil and gas production from

Shell's Chukchi Sea leases.

An important part of our work with the Ifupiat
communities was to create opportunities for jobs
and to develop skills that were both sustainable
and transferable to other sectors that operate in
the region. Shell trained people from the community
in skills that included communications, observing
marine mammals, working on dfrill ships and
oil-spill response.

there was a high level of litigation and environmental

activism in opposifion to our drilling in the region.
While we mainiained our focus on safe and
successful exploration in 2015, we recognised

The drilling ship Polar Pioneer anchored in Dutch Harbor for the 2015 exploration season,

Alaska, USA.

ARCTIC SCIENCE

Our work in remote areas, such as the Arctic,
requires an in-depth understanding of the
region's ecosystem, including its wildlife,
marine mammals and wetlands. Shell’s
chief environmental scientist for the Arctic,
Michael Macrander, has been leading our
research efforts over wo decades fo improve
our understanding of the Arctic and, in
particular, Alaska.

In Alaska, Shell set up and has funded since
2006, a science programme with the local
governments of the North Slope. As part of
the agreement, the Ifupial communities were
able to choose subjects for scientific research
which included topics of research relating

to their traditional way of life.

The scientific research led to a deeper
understanding of the birds and mammals in
the Arctic region. The work provided insight
into migration patterns, the sensitivity of
aquatic species to man-made sounds and
important patterns of biodiversity.

For example, our science teams investigated
whether Shell's work affected the migration
route of the bowhead whale. We found that
the bowhead whales tended o avoid areas
of seismic activity while on their esfablished
migration path. Another scientific discovery —
one that the liupiat peoples had always
supported but western science had disputed -
was that the bowhead whale has a sense
of smell. These discoveries helped guide our
operations to have minimal impact on the
Ifiupiat peoples’ subsistence acfivities.

This body of scientific research has established
an understanding of Arctic systems and the
effect of oil and gas operafions on them.
The findings help to inform our operations

in other sensitive environments and minimise
our impacts on local biodiversity. We share
our science research with the industry and
regulators, and have published our findings
in academic journals.

23
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OUR ACTIVITIES IN NIGERIA

Incidents in 2015, including the continued theft of crude oil, reinforced the need to maintain

the highest standards of safety and security in Nigeria.

[n 2015, the Shell Petroleum
Development Company of
Nigeria Lt (SPDC), which is

the operator of the SPDC joint
venture (SPDC, Shell interest 30%),
divested its interest in three onshore
leases and a major pipeline.

Our performance metrics for
Nigeria this year reflect, in part,
these divestments.

Shell Companies in Nigeria (SCiN| recorded a
total of seven fatalities in 2015, in four separate
incidents. In one incident, four people lost their lives
while working to remove an illegal tap point from
o pipeline in the Niger Delta. The incident is being
investigated, in line with our procedures, and we
are taking steps to learn from what happened.
“This loss of life is a deeply troubling turn for SCIN
after no fatalities in 2014," says Osagie Okunbor,
the Managing Director of SPDC and Country
Chair of SCIN. “Crude oil theft is a major issue,
with attacks not only on pipelines but increasingly
on flowlines and well heads.”

In the same year, the gas flared from SPDC jV
operations declined by 28% and flaring infensity
decreased by 15% from 2014, partly due to
divestments and also to their focus on gas

flare reduction. However, a lack of adequate
jointventure funding from our government partner
has delayed planned startup dates for two other
major gas gathering projects. (See page 28
for more on flaring).

SPILL PREVENTION AND RESPONSE
In 2015, the new Nigerian president stated that
he would prioritise the recommendations of the
United Nations Environment Programme (UNEP)
report on Ogoniland. The report called on the
Nigerian government, oil and gas companies
and communities to put an end to all forms of ol
contamination and to begin a comprehensive
clean-up of the region.

The govermnment brought together a number

of parties including representatives of the Ogoni
Community who will work to move forward

with implementing the report's recommendations.

An 18-month roadmap has been agreed by the
government, UNEP and SPDC which includes a
governance framework. SPDC fully supports the
UNEP report and remains committed to playing its
part in implementing the UNEP recommendations.
SPDC also announced a £55 million settlement

in 2015 with members of the Bodo community in
Nigeria regarding two operational spills in 2008.
Ongoing discussions are taking place with the
Bodo community to allow international contractors
to proceed with oil removal and clean-up. This is in
accordance with the Memorandum of Understanding
between the SPDC JV and the Bodo community.

SPDC is working on a number of initiatives

to prevent and minimise the impact of theft and
sabotage in Ogoniland, including community-based
pipeline surveillance, education and alternative
livelihood programmes. In 2015, SPDC introduced
new ways for the communily to directly log complaints
or issues. This is infended to improve the company's
communication with host communities.

SCiN hold interests in a number of offshore licences including the Shell-operated Bonga field.

Gulf of Guinea, Nigeria.

SPILLS AND RESPONSE DATA
SPDC continues work to clean up areas near
our facilities affected by spills irespective of the
cause of the spills. The number of operational
spills fell from 37 in 2014 to 15 in 2015. The
volume of oil spilled in operational incidents
also fell, from 0.3 thousand tonnes of spills
volume to 0.2 thousand tonnes.

Theft of SPDC JV crude oil on the pipeline
network amounted to around 25 thousand
barrels of oil a day in 2015. This reduction
from around 37 thousand barrels of oil a day
in the previous year is partly due to conlinued
surveillance efforts and implementing antitheft
profection mechanisms on key equipment.
Since 2012, SPDC has removed more

than 850 illegal theft points.

The number of sabotage-related spills in
2015 declined to 93 compared with 139 in
2014. This decrease was due to divestments
in the Niger Delta and increased surveillance
and security by the Government of Nigeria.
However, theft and sabotage are still

the cause of around 85% of spills from
SPDC JV operations.

In total, 133 new sites requiring remediation
were identified in 2015, of which 23 were in
Ogoniland. Of the total of 305 sites identified
for remediation and certification at the start
of 2015, 184 have been remediated and
cerlified. 55 of these sites were in Ogoniland
(representing a net reduction of 29% in
remediation sites in that area during 2015).
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WORKING WITH COMMUNITIES
SCiN work with government, communities and
civil sociely to implement programmes that can
positively impact people’s lives in the Niger Delta
and in other parts of Nigeria. The programmes
focus on community and enterprise development,
education and health.

In 2015, SPDC JV and Shell Nigeria Exploration
& Production Co Ltd [SNEPCo) invested around
$10 million (Shell share around $3 million) in
scholarships and education programmes. Grants
were awarded to 930 secondary school students
and 638 university undergraduates during 2015.
Ten posigraduate scholarships were also awarded
to students from Rivers, Bayelsa and Della states

fo study engineering and geosciences at
international universities.

The cradle to career programme enrolled 60 new
students in 2015. The programme was launched
in 2010 to pay for children from rural communities
in the Niger Delta to attend some of the country’s
leading secondary schools. Over five years,

410 places have been awarded.

SPDC JV has supported community health in the
Niger Della since the 1980s: the Obio Cotlage
Hospital in Port Harcoutt, set up by SPDC JV,
has become one of the most visited health
facilities in the region. This is due to a community
health-insurance scheme which was the first of

Preliminary Public CopyANAGING OPERATIONS

its kind for the Niger Delta. More than 45,000
people had been enrolled in the SPDC JV community
health-insurance scheme at Obio Cottage Hospital
by the end of 2015. In tofal, more than 550,000
host communities have benefited from outreach
programmes between 2007 and 2015. The SPDC V

supports 18 health centres in the Niger Della
and SNEPCo supports two centres outside the
Niger Delia.

SNEPCo will also be collaborating with Project

Gaia Prospecls, an international nongovemmenlcl

organisation to conduct a yearlong pilot study
to promote the use of clean cookstoves in Lagos
households. SNEPCo will provide 2,500 clean
cooksloves in 2016.

LiveWIRE, Shell's youth entrepreneurship
programme, has now been extended beyond
the Niger Della to include Lagos, with 255
trainees, and 126 business granis awarded in
2015. Intotal, 6,290 people have been trained
under the programme between 2003 and
2015 aond 3,183 grants awarded.

SPDC JV also provides funds for communities as
part of its global memorandum of understanding
(GMoU), where projects are nominated by
community groups. To date, 35 GMoUs are

in place covering 359 host communities, with
the Ogulagha cluster of communities joining

in 2015.

SHELL’'S ECONOMIC CONTRIBUTION

In addition to SPDC and SNEPCo, Shell also holds interests in a number of offshore licences
including the Shell-operated Bonga field (Shell interest 55%). Shell also has a 25.6% interest in
Nigeria liquefied Natural Gas (NLNG), which exports LNG around the world.

$42 billion:  economic contribution from SPDC JV partners to the Nigerian govemnment 2011-2015.

$1.1billion:  Shell share of royallies and corporate taxes paid to the Nigerian government in 2015
(SPDC $0.6 billion; SNEPCo $0.5 billion).

93%: SCiN contracts awarded to Nigerian companies.

$0.9 billion:  SCiN spend on local contracting and procurement.

94%: employees of SCiN are Nigerian {data as of October 2015).

$145.1 million: SPDC JV and SNEPCo contribution to Niger Delia Development Commission
in 2015 {Shell share $62.3 million).

$50.4 million: SPDC JV and SNEPCo direct spending on social investment projects in 2015

(Shell share $15.4 million).

“SPDC ard its joinf-venture partners
provide furds to suppor projects that are
nominated by community groups under
the GMoU agreement. SPDC was
prepared to fund ¢ marine services
business for the Andoni Cluster, which is

made up of 22 Niger Delta communiies.

This would enable the community-led

enferprises fo provide marine services
to SPDC.

We irvested the GMoU turds ir a ship.
Today, we have a vessel that 1s
contracted to Stell and operating in the
Santa Barbara field. This initiative hos
beer a huge suppori fo the communities
in the Andoni Cluster ard has employed
seven young people. However, it *vould
be simpler if payments were mode direct
to the community enterprise rather than
through the marine services corfractor

Chief (Hon) Gad Harry
Ekpirikpo (JP)

Chairman, Andoni Cluster
GMoU Foundation

Andoni tocal Government Area,
Rivers State Nigeria
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TIGHT GAS AND OIL

Tight gas and oil continue to play an important role in meeting global energy demand.

We use advanced, proven technologies, including hydraulic fracturing, an

O“OW

our global operating principles to unlock these resources safely and responsibly.

Tight gas and oll resources are
trapped in microscopic pores
of very dense shale or sandstone
rock, normally thousands of metres
underground. Hydraulic fracturing
has been used for many years in the oil and gas
industry to extract tight gas and oil. The process
fractures the rock and releases the gas and oil
into the well.

The US Energy Information Agency states that
tight gas and oil in the USA has boosted the
production of natural gas by around 35% since
2005. This has reduced the need for gas imports.
The increased use of these resources instead

of coal in North America has helped to reduce
carbon dioxide emissions.

ONSHORE OPERATING PRINCIPLES
Some communities and environmental groups
have raised concerns about the use of hydraulic
fracturing. These groups question the high volumes
of water used, the risk of chemical release into
water sources and the potential release of
methane gas or other chemicals into the air.

In 2011, we developed and publicly shared

a set of five global principles that govern the
onshore light or shale gas and oil activities where
we operate and where hydraulic fracturing is used.
The principles cover safety, air quality, water
profection and use, land use and engagement
with local communities. We encourage regulations
that set comparable standards. The principles are
reviewed and updated as new technologies,
challenges and regulatory requirements emerge.
We share our global onshore operating
principles publicly.

Each of our projects takes into account the local
context - including the geology of the area and
impacts such as noise and traffic — and we then
design our activities to suit the local conditions.

We have implemented technologies that reduce the
environmental impact of fight gas and oil activities,
including capturing methane emissions and improving
the detection and repair of leaks. (See page 27).

COLLABORATION

We strive to be transparent in our aclivities and work
in partnership with communities and others in the
induslry to bring about improvements in the sector.

LISTENING AND RESPONDING TO COMMUNITY CONCERNS

Concerns raised bx communities

Shell operating principles
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For example, in the USA, we collaborate with the
Center for Sustainable Shale Development {CSSD)
and its members. These include environmental
organisations, foundations and oil and gas companies.
CSSD has developed 15 voluntary performance
standards covering air qualily, water resources and
climate. Our lightgas operations in the Appalachia
region received CSSD cerlification in 2015.

We also work with the Environmental Protection
Agency in the USA to contribute to discussions on
effective regulations and programmes to reduce
emissions. Significant reductions are being achieved
by a combination of existing regulation and
voluntary efforts by the industry.

Throughout 2015, Shell worked closely with
industry, regulators and academics in Western
Canada to address concerns about emerging risks
of induced seismicity associated with hydraulic
fracturing. Shell is working with industry partners,
through the Canadian Association of Petroleum
Producers, to develop best practice that includes
monitoring, mitigation and response procedures
to avoid or minimise seismicity potentially
associated with hydraulic fracturing.

LISTENING AND RESPONDING

There remain some concerns about the development
of tight gas and cil resources due to the use of
hydraulic fracturing. {See table).

Examples in practice

Chemicals could be released
into local water sources.

We always have at least two physical barriers in the
section of the well that passes through the potable
?roundwoter aquifer, to prevent the production stream
rom mixing with potable groundwater.

In Appalachia, USA, we test the quality of water wells around
our sites both before and ofter drm
any changes.

ing fo ensure we can detect

High volumes of water are
used in hydraulic fracturing
which can compele with
other local water needs.

We design our operations o reduce the use of potable
water and to use non-polable water as far as
reasonably practical.

Our Fox Creek operations in Canada have an agreement

with the town to use their freated waste water in our operations.
In 2015, we used around 60% alternative or waste water sources
in our Fox Creek operations. Shell also funded a design study

to upgrade the town'’s natural water facilities.

Methane gas and other
chemicals could be released
into the air from hydraulic
fracturing sites.

At many locations, we monitor production facilities and
pipelines for fugitive emissions. This may be done by
pressure testing, visual observation, infrared testing

or other emerging technologies.

In Appalachia, USA, we introduced a number of voluntary
measures at our sites to reduce methane emissions. These
exceeded local, state and federal air quality regulations.
Around Q0% of our surface facilities have low-emission
devices o reduce fugitive emissions.

Noise and traffic could affect
local communities.

We work to understand and reduce the impact of
our operations on communities, wildlife and livestock.
This includes limiting our activities during specific fimes.

At our sites in Permian, USA, we invested in pipelines and
water recrcling facilities. This has significantly reduced the
number of trucks coming to our site.

Effects of operational land use
on local communities.

We assess the impacts of our operations on the social
and economic aspects of the community and find ways
to reduce the effects and identify the opportunities.

Shell proactively engages with First Nations in Canada to
understand traditional land use and help reduce impacts on
culturally-sensitive areas or areas used for traditional purposes
such as fishing and hunling.

Hydraulic fracturing activity
could cause seismic events
that damage infrastructure

and threaten public safety.

Shell analyses publicly available seismic, geological
and geop\ﬂysical data to determine historical seismicity
in areas where we plan to operate. If seismic activity
beyond historic levels is detected, we will investigate
and review our operations.

We support appropriate local regulations based on local
geology and surface conditions, to manage the risk of induced
seismicily in areas where we operate. To date, we have not
experienced any induced seismic events from our Shelloperated
water injection or hydraulic fracturing activities in North America.
We have also introduced guidelines to help avoid or minimise
induced seismicily.
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MANAGING METHANE EMISSIONS

An important part of the effort to tackle climate change is to cut methane emissions. Shell
is using specialist equipment to find methane emission sources quickly and cost effectively.

The Intergovernmental Ponel on Climate Change
(IPCC) has estimated that around 370 million tonnes
of methane are released into the atmosphere each
year from man-made sources which, on a carbon
dioxide (CO,) equivalent basis, makes up about 20%
of total global greenhouse gas (GHG) emissions.

Methane is more potent than CO,; it has 34
times the global warming potential of CO, over a
100-year fime frame, according to the IPCC AR5
report. Reductions in methone emissions today will
help to slow the rate of global temperature rise,
as methane remains in the atmosphere for a
much shorter time than CO,.

The regulation of methane emissions varies
among countries. Shell and the industry are
working with govemnments to highlight the
challenges and help find the most cost-effective
and efficient solutions for methane management.
Any solutions should be informed by robust
data and peer-reviewed science.

METHANE IN OIL AND

GAS PRODUCTION

Methane emissions associated with oil and natural
gas production tend to occur in four main areas:
combustion ([emissions of unburnt methane from
fuel combustion); flaring (where the flaring itself
fails 1o burn all the methane); venting (including fram
equipment); and unintended emissions (for example,
small leaks sometimes called fugitive emissions).

Reports by the Environmental Defense Fund (EDF)
and the International Energy Agency have shown
that gos used in power generation will continue
to have lower total GHG emissions than coal,

as long as methane leakage throughout the natural

gas supply chain is less than 3% or 8% respectively.

(The variation is due to assumptions made

about how long methane emissions endure in the
atmosphere.) The Environmental Protection Agency
(EPA] in the USA estimates that totol methane
emissions in the natural gas supply chain — as a
perceniage of the global total volume of naturol
gas produced — are around 1.3%. This takes info
account methane leaks during gas processing
and transmission through pipelines for

power generation.

Collaborating to reduce emissions

Shell has collaborated on academic studies to
better understand methane life-cycle emissions.

In 2014, we patticipated in a University of Texas
and EDF assessment of methane emissions from
tightgas production in the USA. Recommendations
from the study have been used as input for our
programme fo improve or replace equipment fo
reduce our methane emissions.

Shell has been a partner with the EPA Natural Gos
STAR programme since 1995. The programme
encourages oil and gas companies to adopt
costeffective technologies and practices that
improve operational efficiency to reduce

Shell is using infrared cameras to scan for methane emissions so that leaks can be repaired.

Appalachia, Pennsylvania.

methane emissians. It also encourages the
introduction of internal voluntary measures such
as Shell's onshore operating principles.

(See page 26).

OUR PERFORMANCE

In 2015, methane emissions contributed less than
5% of Shell's GHG emissions on a CO, equivalent
basis. We recognise that it is important lo reduce
methane emissions from our operations. Methane
from flaring and venting in our Upstream operations
represented more than 45% of our reported
methane in 2015. (For our flare reduction work,
see page 28].

There are also concemns that tightgas production
could cause fugitive emissions. Our reported
methane emissions from the production of tight gas
in 2015 were less than 0.5% of the gas produced
from these assets. We have leak detection and
repair programmes across our sites fo identify
unintended emissions or equipment that has high
emissions so they can be replaced or repaired.
Following successful pilots in the USA, Shell is
now deploying advanced leak detection and
repair technology using infrared cameras to

scan for methane emissions.

Shell continues to work to identify all potential
methane sources fo help reduce our emissions.
We report our methane emissions from these
sources according fo regulations and industry
standards. We also monitor work in the industry
for more accurate reporting methods.
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FLARING

The flaring of natural gas produced with oil wastes valuable resources and contributes
to climate change. At Shell, we are working hard to minimise flaring associated with

oil and gas production.

When oil is extracted from a reservoir, gas is
produced as the oil is brought o the surface.
Operational flaring is sometimes carried out for
safety reasons. However, continuous flaring occurs
when there are no facilities to capture the gas —
this wastes valuable energy resources and
releases carbon dioxide info the atmosphere.

Shell’'s policy is to reduce any continuous flaring
or venling at our operations to a level as low as
technically and financially feasible. We also aim
lo minimise operational flaring required for safety
reasons such as during the startup of a new facility.
Our flaring policy is set out in our health, safety,
security, envionment and social performance
{HSSE & SP) Control Framework, including the
requirement that new facilities are designed

so as not to continuously flare or vent.

Shell has been an active member of the World
Bank sponsored Global Gas Flaring Reduction
{GGFR| partnership since 2002. This public-private
partnership promotes and facilitates progress in
reducing flaring by working collaboratively to
find alternative uses for gas that would otherwise
be flared. As part of the GGFR partnership, the
World Bank has developed a Zero Routine Flaring
by 2030 initiative to encourage govemmenlts,
companies and development organisations to work
closely together to end continuous flaring. Shell
joined the initiative in April 2015 before it was
launched. The initiative aims to identify ways to
use associated gas from projects at the design
stage — for example, to generate electricity

for local communities.

OUR PERFORMANCE

In 2015, we reduced flaring from facilities we operate
from the level reported in 2014 despite an increase
in flaring levels in Malaysia in line with increased oil
production in 2015. More than 90% of our flaring
occurs in Irag, Nigeria, Malaysia and Qatar.

In Iraq, flaring decreased slightly in 2015 as Shell
Iraq Petroleum Development (Shell interest 45%)

FLARING - UPSTREAM

million tonnes CO, equivalent
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safely delivered the first phase of a gas-capturing
system at our Majnoon facilities. When the second
phase is complete, the project will capture about
65% of the gas that would otherwise be flared.
The startup of this project marks a significant
milestone in our efforts to reduce gas flaring

at Majnoon and deliver natural gas for power
generation for the people of Iraq.

The flaring volume from Shell Petroleum
Development Company's (SPDC) joint-venture
facilities in Nigeria was reduced by 85% between
2002 and 2015. The flaring intensity {the amount
of gas flared for every tonne of oil and gas
produced) was reduced by around 70% over the
same period. Flaring from SPDC facilities decreased
in 2015, due to divestments and improved
operations at our assets. Progress was also made
on several gasgathering projects, which are now
al advanced stages of completion. For example,
we have installed a gas-gathering plant at the
Oloma Station that is ready for final commissioning.
However, the planned startup dates for two other
major gas gathering projects have been delayed
due to a lack of adequate jointventure funding
from our government partner.

Flaring increased in Malaysia, due to increased oil
production at Gumusut Kakap (Shell interest 33%)
which started production in 2014. The associated
gas was flared unlil reinjection equipment was
ready for use in October 2015. The gas is now
injected back into the hydrocarbon reservoir

from which it came.

At our Pearl gastorliquids {GTL) plant in Qatar,
flaring takes place for operational reasons. In 2015,
our flaring decreased due to lower activity while
maintenance and enhancements to the plant took
place. This helped lower operational flaring by
using more waste gas for electricity generation.

We expect our overall flaring levels to conlinue
to decline in 2016 as the gas-gathering facilities
in Iraq and Malaysia become operational.

WIDER FLARE REDUCTION EFFORTS
Basiah Gas Company (BGC, Shell interest 44%)

is a joint venture with South Gas Company and
Mitsubsishi. It captures associated gas that would
otherwise be flared from three non-operated

oil fields in southem Iraq (Rumaila, West Quma

1 and Zubair} for use in the domestic markel.
BGC recently achieved a record production of
515 million standard cubic feet of gas each day.
If used for power generation, this would be enough
to power more than 3.5 million homes. In 2015,
BGC in Irag and SPDC in Nigeria received awards
from the World Bank Group for their flare reduction
work. (See extemnal opinion).
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"Gas flaring at ail production sites
arourd the globe has been steadily
declining for several years. However,
progress has been loo slovy, particulerly
when the world 1s demanding strong
climete actior and when mary oil
pioducing couniries have severe energy
shortages. If the amount of gos flared
globally was instead used for power
generation, it could produce more
electricity than the whole of Africa
cunently consumes

In 2015, the World Bank introduced
o new inilialive = Zero Routine Flaring
by 2030 - to accelerate efforts to
reduce global ges flaring. Shell
demonstiated leadership by erdorsing
the initiative before its official faunch in
Washington, D.C. its endorsement was
an impetus for other oil eompanies to
join. We expect Shell to continue its
progressive, proaclive ole 1o tuin the
initiative info action.

The Zero Routine Flaring by 2030
initiative means new oil fields will be
developed with solutions that avoid
flaring or venling. Existing legacy flaring
must end as soon as possikle and

no later than 2030. In late 2015,
Shell received o Global Gas Flaring
Reduction Parinership Excellence Award
for 11s achievemerts in lrag ard Nigena.
We look forward 1o continuing our
partrership fowards a more sustainable
eneigy future.”

Bjern Hamsg

Programme Manager, Global Gas
Flaring Reductien Partnership,
World Bank, Washington D.C., USA
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OIL SANDS

Canada’s oil sands in Alberta and Saskatchewan are among the |orgest oil reserves in the
world. In 2015, we opened the Quest carbon capture and storage (CCS) facility in Alberta

to reduce our carbon dioxide emissions.

Oil sands are a mixture of sand,
water, clay and heavy oil called
bitumen. Shell has a 60% interest
in the Athabasca Oil Sands Project
{AQSP) which includes Shell Albion
Sands {Muskeg River and Jackpine
mines) and the Scotford Upgrader,
which processes bitumen into
synthetic crude oil. During 2015,
we improved efficiency in water
and energy use. This was part of our ambition to
become more economically and environmentally
resilient and competitive.

tn 2015, we took the decision to stop consiruction
of our Carmon Creek oil sands project in Alberta.

MANAGING GHG EMISSIONS

Qil sands emit 4-23% more greenhouse gas (GHG)
emissions — from production through to use as a
transport fuel — than the average crude oil used in the
USA, according to research in 2013 by Cambridge
Energy Research Associates. Since the start-up

of the Quest CCS in 2015, the GHG intensity of
Shell's oil sands operation has decreased. These
emissions are now closer fo the average GHG
emissions of North American oil. (See page 19).

Overall, we have reduced our energy intensity
by 8%. Two programmes are currently in place at
Albion: one uses waste heat from tailings to reduce
the demand for steam; and the other programme
has installed a pressure-reducing turbine that
converls steam lo electricity. We also explore
advanced energy-efficiency techniques with other
oil sands producers through our membership of
Canada’s Oil Sands Innovation Alliance (COSIA)
— an organisation that aims to accelerate the
development of environmental technologies by
sharing information among oil sands operators.

In 2015, the govemment of Alberta announced a
new climate plan, which affects the oil and natural
gos industry, and includes a carbon-pricing regime
and an emissions limit for the oil sands. This is

a policy that aligns with our own advocacy

lo support carbon pricing. (See page 14).

WATER USE AND RECYCLING

Qil sonds mining operations require woter fo
separate bitumen from the sand. Shell is committed
to exploring ways to minimise water use in our

oil sands operations. We use water efficiently and
recycle as much as possible: in 2015, we increased
water recycling in our mines by 3%.

We carefully manage our tailings to prevent contamination of local surface water
end groundwater. Albian Sands, Alberta, Canada.
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Reductions in our water use are due to @ number
of efforts. This includes increased failings monitoring
and increased reclamation capacily by transferring
processed water between the mines.

TAILINGS

The separation of bitumen from sand creates tailings
- a mixture of water, sand, clay and residual
hydrocarbons, as well as naturally occurring traces
of heavy metals and other chemicals. Tailings are
stored in ponds fo allow the sand fo seftle at the
bottom, so that the water can be recycled and the
solids can be used for reclamation. We carefully
manage our failings to prevent contamination of
local surface-water courses and groundwater.

Tailings ponds at the Muskeg River and Jackpine
mines covered 429 km? af the end of 2015. This is
in line with the planned development of the mines,
as the size of the ponds has increased to support
ongoing production and facilitate reclamation

of older ponds.

The Alberta government has introduced a new
Tailings Management Framework to minimise the

growth of tailings ponds and accelerate reclamation.

Shell supports these regulations. VWe have invested
approximately C$465 million during the past
decade to develop technologies that speed up
the drying process for fluid fine tailings, and have
processed around 3.4 million cubic metres of
fluid fine tailings during that period. In 2015,

we processed around 5.1 million cubic metres

of fluid fine tailings at our Athabasca site.

INDIGENOUS COMMUNITIES

Shell has been working closely with indigenous
communities in Canada for many years o reduce
the impact of oil sands development on traditional
land use and culture, as well as bring benefits 1o
these communities. Since 2005, Shell has spent
more than C$1.8 billion with local indigenous
conlracling companies (See page 46).

RECLAMATION

We aim 1o reclaim the land used in our oil sands
mines by refilling the mined-out areas with dried
lailings and restoring the contours of disturbed land.
We will then place topsoil and plant suitable
vegelation on the sites in question. Reclamation

is an integral part of our mine development.

We work with local and indigenous communities on
our reclamation work. To date, Shell has salvaged
and stockpiled nearly 47 million cubic metres of sail
for future reclamation. A total of 185 hectares of
land has been permanently reclaimed at our
Albion mines.
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OUR
PERFORMANCE

Each year, we measure our
performance: we assess the safety
of our operations and our impact
on the environment, including our
greenhouse gas emissions and
energy intensity. This helps us to
improve our operations and strive
towards our Goal Zero ambition
of no harm and no leaks.

We also work closely with
communities near our operations
to address concerns and we
contribute in areas such as
local employment.

This section provides information on
our safety, economic, environmental
and social performance in 2015.

] e 3
o WO RP/ AP

l 86 MILLION CUBIC METRES

Fresh water used in our operations

0.94

Total recordable case frequency
of injuries

$122 o

Spent on voluntary social investment

S,
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V
@
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Pearl GTL is the world's largest source
of gas-to-liquids products. It produces
up to 140,000 barrels of GTL products
each day. Ras Laffan, Qatar.
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SAFETY

We work to deliver energy responsibly and safely, while looking ofter our employees,
contractors, local communities and the environment. We strive to improve safety performance

throughout the energy industry.

Our ambition of Goal Zero is to achieve no
harm and no leaks across all of our projects and
operotions. To accomplish this goal, we focus on
the three areas of safety which have the highest
risks for our type of aclivities: personal, process
and transport safety.

We have consistent, high safety standards and
requirements across Shell thot all our employees
and contractors must meet, no matter where they
work. These standards apply to any joint ventures
that we operate. We work relentlessly to strengthen
our safety cullure and leadership, with the focus on
caring for people. We leam from incidents within
Shell and other companies. Our approach is

to reduce safety risks as far as technically and
financially feasible, and to minimise the potential
impacts of an incident.

PERSONAL SAFETY

Everyone who works for us, or with us, has an
important part to play in making Shell a safer

place to work. We have been working fo create

an environment in which our employees and
contractors take personal responsibility for achieving
Goal Zero. This is more than a culture of compliance,
but one in which people feel looked after. Our aim
is to have o more molivated, productive, healthier
and safer workforce.

All employees and contractors must follow Shell’s
12 Life-Saving Rules, which cover the most critical
safety hazards that have caused loss of life in our
activities. We introduced the rules in 2009 and
have since achieved a notable reduction in fataliies
and injuries. Personal responsibility also extends

fo intervening to prevent unsafe conditions, and
respecting fellow workers and the communities

in which we work.

The safety of our conltractors is an important area
of focus, as we have a large contractor workforce
which often performs activities with higher safety
risks. {See page 46). We work with our contractor
pariners fo ensure they understand our safety
requirements and expectations, and we help them
to build skills and expertise where needed.

For example, Shell is the world's largest contractor
of vessels, with around 1,300 on the water on
any given day. We introduced a safety programme
to encourage contractor pariners and the industry
fo share their knowledge and experiences. This
has led to better leadership and safety behaviour.
The number of serious or potential incidents has
been reduced by more thon half within Shell since
2011. In 2015, the programme won a Shell CEO's
HSSE & SP award which recognises oulstanding
performance in safety.

PROCESS SAFETY

Process safety slarts at the early phase of designing
and building facilities and continues throughout their
life cycle, making sure they are operated safely,
well maintained and inspected regularly. Our
global technical and operational safety standards
are in place to ensure thot hazardous materials
are safely contained. If an incident happens,

we learn from it to help prevent any similar
incidents from occurring again.

We also make sure that we have the necessary
resources lo deal with spills, leaks, fires and
explosions. Our emergency-response plans
are routinely tested and improved after
simulation exercises.

TRANSPORT SAFETY

Aviation, rail, maritime and road transport
acfivities to move people, product and equipment
are an area of risk within our industry. Risks vary
across different types of transport. We develop
bestpractice standards within Shell, and work
with specialist contractors and industry bodies,
where needed. For example, we are focusing
on reducing the risks involved when we load
and unload product. {For more on road
transport see page 32).

“Effective safety management
requires more than engireering skills:
it needs to be complemented with
an understanding of human factors
and organisational behaviour Shell
appreciates that a broad scientific
perspective is essential for risk control
and regularly sponsors psychological
research on safety.

Our projects at the Lniversity of
Aberdeen - based on platforms,

rigs and tankers ~ have provided
insights into what makes @ good safely
leader. This led to the development of
an appraisal tool for the energy industry
that Shell made publicly available.

Recently, we studied how Shell
managers remain vigilont and
respectful of operational risks, even
when everything is apparently running
smoothly. This kind of belhavioural
research shows the willingness of

a company to be self-critical It is

a powerful component for sustairing
operational and process safety

Rhona Flin

Emeritus Professor of Applied
Psychology, University of Aberdeen,
Aberdeen, UK
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SAFETY CONTINUED

SAFETY IN DEEP WATER

Shell has a long history of working safely in

deep water - that is, offshore oil or gas production
at depths greater than 300 metres. Today,
technological advances enable us to work in
water up o 10 times that depth.

At Shell, as we operate in deeper and more
challenging environments, we continually review
our procedures, improve our equipment and
develop the skills of our employees. For example,
Phase 3 of our Malampaya gas project off the
coast of the Philippines, which started up in 2015,
is supported by a specialist health, safety and
environment {HSE] training centre. More than
6,000 Filipinos have been trained to the highest
HSE standards at the centre since 2013.

At our training centre in Louisiana, USA, we have
equipment and simulators that replicate normal and
emergency conditions on an offshore deep-water
platform. This allows us to provide new operators
with the necessary skills to work safely offshore and
lo reduce their training time from around three years
to eight months.

OILSPILL RESPONSE

We regularly test our oil-spill emergency response
procedures and capability to ensure employees
and contractors can respond rapidly to an incident.
We continue to work with the oil and gas industry
to further develop effective oil-spill emergency
response capabilities.

Shell is a founding member of the Marine Well
Containment Company (MWCC], which is
designed Io respond to a deep-water well control
incident in the Gulf of Mexico, USA. The MWCC
can cap or contain wells at depths of more than
3,000 metres. MWCC continues fo make upgrades
and enhancements to its cap and containment
systems, including developing equipment that has
higher temperature and pressure capabilities.

Shell is also a founding member of the Subsea
Well Response Project, backed by nine major
companies. The project has deep-water well-
capping and spillresponse equipment in Brazil,
Norway, Singapore and South Africa. In early
2015, new well containment equipment - designed
lo capture oil from a leaking well if other systems
fail - was made available to member companies
around the world

RAISING INDUSTRY STANDARDS

We want lo help improve safety performance
throughout the energy industry. Shell works in
partnership with industry associations and other
professional groups 1o share our safety experience
and standards with other operators and contractors.
These include the International Association of

Oil & Gas Producers, the American Petroleum
Insfitute (API) and the Society of Petroleum
Engineers. We also work with other third parties,
such as the Energy Institute in the UK, to promote
industry-leading research into safety culture in
organisations, safety leadership and how best

to learn from incidents.

Everyone working at Shell must take responsibility for achieving Goal Zero.

Caroline, Alberta, Canada.
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The Center for Offshore Safety {COS), sponsored
by the APl and of which Shell is a member, is an
example of collaboration between the indusiry
and regulators to continuously improve safety and
environmental performance in the Gulf of Mexico.
Salety and environmental management systems of
COS members are audited and certified by third
parlies. Member companies also co-operate to
learn from their best practices and experiences.
For example, Shell has been participating in

an analysis of safety incidents involving lifting

and hoisting.

ROAD SAFETY

Road safety is a global concern. The World
Health Organisation states that there are around
1.25 million deaths each year from road traffic
incidents. Shell is always working to improve
road safety among our drivers in the 70
countries where we operate, with a greater
focus on countries that have a higher risk.

Our road safety approach focuses on the skills
and behaviour of the driver, the condition of
the vehicle, the local environment and road
conditions. These are supported by activiies
such as our global mandatory road safety
fraining programme for drivers as well as by
routine audits of our contractor road safety
capabilities. Since introducing our first global
driver salety programmes in 2008, there
has been a significant decline in fatal road
incidents across Shell. We recorded no road
fatalities across our own operations in 2015.

Our employees and drivers are required

to follow Shell’s Life-Saving Rules at all times.
These include following a prescribed route for
road journeys, wearing a seat bell, not using
mobile phones or any other devices while
driving and adhering to speed limits. Monitoring
systems are in place in many of our vehicles
to give drivers feedback and coaching on

their driving performance. We also try to
reduce road transport risks by reducing the
number of journeys — using buses to transport
employees, and marine vessels and trains

to transport equipment.

We think it is important to share our experience
of effective road safety with governments

and non-governmental organisations, and to
learn from others. We are board members

of the Network of Employers for Traffic Safety
and the Global Road Safety Partnership.

(See page 39). We also leam from and share
our knowledge with companies outside of

the oil and gas industry.
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SAFETY PERFORMANCE

Our safety performance in 2015 was mixed,
as described below.

Personal safety

In 2015, following steady and significant
improvements in our safety performance over

the past decade, we achieved our lowest ever
number of injuries per million working hours —

the total recordable case frequency (TRCF). We
also achieved our lowest ever level of injuries that
led to time off work in 2015, measured as lost
time injury frequency (LTIF}.

Sadly, seven people lost their lives while working
for Shell in 2015; four of them during one single
operational incident. Our fatal accident rate (FAR)
- the number of fatalities per 100 million hours
worked - increased in 2015 after many years of
significant improvement. We investigate and leam
from these incidents — along with any significant
near misses — fo reduce the risk of harm.

Process safety

A process safety incident is any leak or spill

of hazardous material. In line with industry
standards, we measure and report according to
the significance of the incidents, with Tier 1 as the
most significant. In 2015, we achieved our lowest
ever fotal for both Tier 1 and 2 operational process
safety events: 51 Tier 1 occurrences in 2015

{57 in 2014) and 169 Tier 2 in 2015 {194 in 2014).

Process safety events that are related to sabotage
and theft in Nigeria are recorded separately.
There was an improvement during 2015 with
fewer incidents: 28 Tier 1 and 17 Tier 2 events
(91 Tier 1 and 48 Tier 2 in 2014).

In 2015, the six most significant operational
incidents were:

u four fataliies during a pipeline repair {Nigerial;

m a gas release from the Curlew offshore
production facility (UK);

= a crude oil spill from an onshore well (Nigeria);

s a fire of a furnace at the Rhineland refinery
{Germanyy);

m a fire at the Bukom refinery (Singaporel; and

m a gos release from a subsea reinjection
pipeline {UK).

Safety in the community

The Groningen gas field in the Netherands is
operated by Nederandse Aardolie Maatschappij
B.V. (NAM, Shell interest 50%) and is one of the
largest onshore gas fields in Europe. Earthquakes
occur in the province of Groningen as a result of
gas production. Following the Huizinge earthquake
in August 2012, new insights emerged about the
potential intensity of future earthquakes. NAM

is in discussions with the local communities about
their concerns regarding safety and the uncertainties
about the future.

An extensive sludy is in progress fo better
understand seismic risk in the area. Several
international universities and researchers are
involved, with the final report expected in 2016.
Interim results from November 2015 include a
seismic risk assessment which demonstrates that
all production levels analysed meet the acceptable
risk boundaries set by the Netherlands Ministry
of Economic Affairs.

Since 2012, the ministry has set gas production
reduction measures, including a production limit.
A range of actions has been taken to improve
safety, liveability and economic prospects in the
region. NAM is working hard, together with all
relevant patties, to fulfil commitments to the residents
of the area. A long-term programme has been
developed by the National Coordinator for
Groningen to work with regional authorities and
residents on issues such as improving the handling
of claims and resolution of disputes. NAM is
publicly sharing information on its progress and
publishes earthquake measurements.

Preliminary Public COpyure PERFORMANCE

SECURITY

We carefully assess the security threats

and risks o our operations. We work with
governments and partners to safeguard

our assels and provide a secure working
environment for our employees and contractors.

Shell only uses armed security in countries
where the threats are greatest, or if it is
a requirement under local laws. The use
of armed security reflects greater threats,
mostly due to increased geopolitical
volatility in certain parts of the world.

We implement the Voluntary Principles

on Security and Human Rights (VPSHR} in
our operations — and with companies with
whom we co-operate — to reduce the risk
to employees, contractors and communities
of human rights violations by the security
forces. Our security plans are validated by
independent audits and assurance checks.

Our security risk management plans are part
of our efforts to minimise negative impacts on
communities and the environment. We work
alongside governments, companies and
non-governmental organisations who are
involved in the VPSHR initiafive fo increase
adoption of the principles.

FATAL ACCIDENT RATE (FAR)

fatolities per 100 million working hours

TOTAL RECORDABLE CASE
FREQUENCY (TRCF)

injuries per million working hours

LOST TIME INJURY FREQUENCY (LTIF)

injuries per million working hours
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ENVIRONMENT

We carefully consider the potential environmental impact of our activities and how local
communities might be affected throughout the lifetime of a facility.

Our approach is to comply with all environmental
regulations, to improve our performance continually
in line with best practice, and to prepare fo respond
to future challenges and opportunities. We use
external standards and guidelines, such as those
developed by the World Bank and International
Finance Corporation, to inform our approach.

We have global environmental standards that
include a focus on managing our emissions,
minimising our use of fresh water and conserving
biodiversity. Within our operations, we also focus
on reducing our energy use, flaring less gas and
preventing spills and leaks.

OUR STANDARDS

Our environmental standards are detailed in our
health, safety, security, environment and social
performance [HSSE & SP) Control Framework.
Shell standards are applied to joint ventures of
which we are the operator. We also encourage our
jointventure partners to apply materially equivalent
standards at ventures we do not operate. Our
projects and operated facilities comply with local
environmental regulations and our own standards.

Whenever we plan new projects, we carry out
detailed assessments of the potential environmental,
social and health impacts. These assessments
help us to manage and reduce impacts on the
envionment and communities during construction,
operation and, when relevant, decommissioning.
We make the results of these assessments
available to the public when we are legally

and contractually permitted to do so.

For example, ING Canada (Shell interest 50%) has
conducted a number of studies since 2012 on the
potential impacts of its proposed project to build a
liquefied natural gas (LNG) export facility in Kitimat,
western Canada. The studies reviewed the potential
impact of the project on the environment and local
community, including its economy, health and cultural
heritage. It involved meetings with people affected
by the potential project, including aboriginal groups,
local communities and govemment regulators. The
full assessment has been approved by the regulatory
authorities with letters of support from the community,
and First Nations whose traditional territory would
be affected by the project. Its recommendations
will be implemented if the proposed LNG plant

is built and operated.

SENSITIVE AREAS

We work to avoid impacts on biodiversity when

developing new projects. In some cases, our projects

can dffect local biodiversity and the communities
who rely on its biodiversity for their livelihoods.
We develop comprehensive biodiversity action
plans to assess and mitigate the extent to which
local biodiversity and communities may be affected
by operations in criical habitats. For example, at our
Corrib facility in Ireland, we constructed a pipeline
tunnel under an estuary to minimise the impact on
land and water habitats.

We partner with major conservation organisations,
such as the International Union for Conservation
of Nature, The Nature Conservancy, Wetlands
International and Earthwatch. We seek their
guidance on how best to protect natural habitats.
(See page 47).

PROTECTING OCEANS

The biodiversity of the world's oceans is at risk from
a range of different challenges, including overfishing,
climate change and pollution from plastics. We
combine science and knowledge from local
communities to enhance our understanding of the
marine environments in which we operate. We also
train people in communities to help protect marine
mammals off the coast in countries where we are

active, for example, in New Zealand and Colombia.

In the Gulf of Mexico, USA, we are encouraging
scientists to use Shell's expertise and technology -
such as remotely-operated vehicles - to explore the
depths of the ocean. This collaboration between
academics and the deep-water oil and gas industry
has led to sightings of rarely seen sea creatures and
the discovery of what is thought to be a new
species of octopus.

CREATING GREEN INFRASTRUCTURE
Green infrastructure is the term used to describe the
use of natural systems to complement man-made
infrastructure, an approach which typically makes
the overall system more resilient. We are looking
for ways o integrate natural systems into the
design of our projects. In some cases, natural
systems could be used as part of climate change
adaptation strategies by governments, businesses
or communities.
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“Shell has contributed to UINEP-
WCMC's Proteus Partnership for
more than 13 years, supgorting the
development and accessibility of
valuable biodiversity information: Shell
has made good progress integrating
biodiversity data into operational
decisiors by screening for critical
habitaits and implementing biodiversity
management plans. But there is always
roon for improvement

Our research shows there are overlaps
between hydrocarbon resources and
areas that the conservation community
considers imgportant for biodiversity.
This will make securing social licence
to operate increasingly chcllenging.
The erergy indusiry rieeds o place

a greater emphasis on the value of
nature, egonomic or otherwise, in its
decision-making. This would enable a
more nuanced approach to developing
resources in areas which require
sensitive monagement of the social
and environmental impacts and risks.”

Dr Jon Hutton

Former director, UNEP-World
Conservation Monitoring Centre
(WCMC), Cambridge, UK
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In Louisiana, USA, a Shelfunded programme,
operated by the Coalition to Restore Coastal
Louisiana, organised the collection of hundreds of
tonnes of oyster shells from local restaurants to help
rebuild oyster reefs and restore the state’s coastline.
Louisiana is home to 40% of the USA's wetlands,
and a natural habitat for oysters. The oysters clump
together to form reefs, which trap sediment and
help create shallow marshes and estuaries. These
ore the nurseries for one of the country’s largest
commercial fisheries and refuge for more than

5 million migratory birds. The reefs also help
shield homes, businesses and ports from storms

on louisiana’s coast.

MANAGING WATER

The availability of fresh water is a growing
challenge in some regions of the world. At Shell, we
know that it is important to preserve this valuable
resource and manage our water use responsibly.
Water consirainis tend fo affect people at the local
or regional level, so we tailor our use of fresh
water fo local conditions.

In water scarce areas, we develop water management
plans. These plans describe the long-term risks to
water availability and define measures to minimise
our use of fresh water or prescribe alternatives to
fresh water, such as recycled water, processed
sewage water and desalinated water. Waste water
from our operations is treated before discharge into
the environment. Where appropriate, we look for
ways fo treat waste waler using natural solutions such
as constructed wetlands. This helps us to reduce the
energy use associated with water management.

Our technology centre in Bangalore, Indiq, is home to
our water research laboratories. It is also a hub that
connects Shell's water experts around the world

so that they can share their experience. The centre
works in collaboration with leading universities,
non-governmental organisations and global
technology firms such as Wetsus, one of the top
water research organisations in the Netherlands.
A focus of this work is on the development of
advanced technologies fo increase recycling
and reuse rates.

Shell is also involved in @ number of working groups
with different organisations, such as the World
Business Council for Sustainable Development ond
IPIECA, the global oil and gas industry association
for environmental and social issues. In these groups
we share experiences and encourage the adoption
of common pracfices across the industry. In 2012,
we published an accounting methodology for water
used in oil and gas operations, in co-operation
with the University of Utrecht.

SPILLS

Shell has clear requirements and procedures in
place fo prevent operational spills. We have routine
programmes o maintain our facilities and pipelines,
and improve their reliability, in order to reduce
operational spills. However, spills still occur for
reasons such as operational failure, accidents or
unusual corrosion. {See page 36).

AIR EMISSIONS

We track emissions released into the atmosphere from
our upstream and downstream facilities and work to
reduce air pollution from our operations. This includes
making investments to lower our emissions of
nitrogen oxides, sulphur oxides and volatile organic
compounds that are released during oil and gas
production and processing. These pollutants can
affect air quality in the areas where we operate.

In Louisiana, USA, a Shell-funded programme organised the collection of oyster shells
to help restore parts of the state’s eroded coastline.

DECOMMISSIONING

AND RESTORATION
Decommissioning is an infrinsic part of the life
cycle of any asset and must be done safely
and responsibly when the asset reaches the
end of its life. When we decommission a
well pad, for example, we safely seal the
well, remove the production equipment and
reinstate the land. We use expettise from

the decommissioning industry to help us with
this work. However, as with much of the oil
and gas industry, some of our more complex
decommissioning projects take place offshore.

Our largest decommissioning activity, to date,
is for the Brent oil ond gas field which lies in
the North Sea between Scotland and Norway.
The preparation for the decommissioning of
the four Brent field platforms started more than
eight years ago. It has involved consuliation
with more than 180 interested parties and

an independent review group lo validate
Shell's decision-making process. In 2014,
Shell submitted a recommendation 1o the UK
regulator to decommission the topside of

one Brent platform in a single lift - the largest
ever attempled offshore — and transport it
onshore for recycling. These plans have

been approved.

In 2015, we took a further step to sharpen
our focus on decommissioning by forming a
team within Shell to improve safely, increase
efficiency, reduce cost and meet environmental
and stakeholder requirements for these projecis.
The team will work with the industry to identify
best practice and enhance technologies for
decommissioning our wells and facilities
responsibly and efficiently.
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ENVIRONMENT CONTINUED

ENVIRONMENTAL PERFORMANCE
We improved or maintained our environmental
performance across most areas during 2015.

This was due to operofionol improvements as well
as reduced activity and divestments. Details about
our environmental performance are provided below
and on poges 27 and 28 for methane and flaring.

Spills

The number of operational ol spills in 2015 was
108, down from 153 in 2014. The volume of
operational spills of oil and oil products increased
to 0.8 thousand tonnes, from 0.7 thousand tonnes
in 2014.

The number of spills caused by sabotage and theft
fell to 94 from 139 in 2014. The volume of these
spills decreased to 2.2 thousand tonnes in 2015
from 2.7 thousand tonnes in 2014. In 2015,
sabotage and oil theft remained a significant cause
of spills in the Niger Delta, Nigeria. See poges 24
and 25 for more information on spills in Nigeria.

The reduction in spills was in part due to divestments.
We investigate and leamn from all spills to improve
our performance and we clean up the areas near
our operations that are alfected by spills, irespective
of the cause. As of the end of March 2016, there
were two spills under investigation in Nigeria that
may result in adjustments.

GREENHOUSE GAS EMISSIONS

The direct GHG emissions from facilities
that we operate were 72 million tonnes on
a CO,-equivalent basis in 2015, down from
76 million tonnes of CO, equivalent in 2014.

We have changed our reporting methodology
to align with the Fourth Assessment Report of
the Intergovernmental Panel on Climate Change.
This has involved updating the way we calculate
the global warming potential (GWP) of the
greenhouse gases we emit. GWP compares
the impact of emissions from greenhouse gases
with the impact of emissions from the equivalent
amount of CO,. This update has increased our
reported GHG emissions (on a CO,-equivalent
basis) by around 0.5 million tonnes.

The reasons far our overall decrease in
GHG emissions were as follows:

= divestments, including unconventional assets
in North America, some operations in Nigeria
and the Geelong refinery in Australia;

= operational improvements across many assets;

= overall reduction in flaring (see page 28);

Walter use

Our facilities are designed and run to help minimise
their use of fresh water, particularly in areas of
water scarcily. In 2015, the amount of fresh water
we used decreased to 186 million cubic metres
from 199 million cubic metres in 2014. More
than three-quarters of our fresh water use was

for manufacturing oil products and chemicals.
Our Upstream operations accounted for almost

a quarter of our fotal fresh water use.

Energy efficiency

One of the ways we con manage our direct
GHG emissions is to work on improving the energy
efficiency of the faciliies we operate. The main
metric that we use to measure our energy efficiency
is energy intensity (the amount of energy consumed
for every unit of output).

In 2015, the overall energy intensity for the
production of oil and gas in our Upstream business
(excluding oil sands and gasto-liquids) improved
slightly compared with 2014. This was partly
due to divestments of unconventional assets

in the USA and Canada.

All our major upstream facilities have
energymanagement plans in place to make
the best use of those facilities, including the use
of improved field management techniques.

m startup of Quest CCS in Canada’s oil sands
(see page 19); and

= shutdown of multiple units at our Moerdik
chemical plont in the Netherlands.

Around 45% of our GHG emissions came
from the refineries and chemical plants in

our Downstream business. The production

of oil, gos and gas-to-liquids products in

our Upstream business accounted for around
50% of our GHG emissions, and our shipping
aclivities for less than 3%. We continue to work
on improving operational performance and
energy efficiency to reduce GHG emissions.

The indirect GHG emissions from the energy
that we purchased (electricity, heat and steam}
decreased to 9 million tonnes on a CO,-
equivalent basis in 2015, from 10 million tonnes
in 2014. These emissions were calculated
using a market-based approach, as defined
by the World Resources Insfitute GHG Protocol.
We estimate that the CO, emissions from the
use of our refinery and natural gas products
were around 560 million tonnes in 2015.
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We expect it will be more difficult in future to
maintain the energy-efficiency levels of recent
years, as existing fields age and new production
comes from more energy-intensive sources.

This may increase our upstream energy intensity
over lime.

In our oil sands operations, energy intensity
improved from 6.3 gigajoules for every tonne

of production in 2014 to 5.8 gigajoules in 2015.
The overall energy intensity for the manufacture
of oil products at our refineries worsened, from
9429 refinery energy index in 2014 to 95.4 in
2015. This was mainly due to more unplanned
production shutdowns at several refineries.

The methodology for calculating the energy
intensity of our chemical plants was updated

in 2015; therefore data for preceding years is
not directly comparable and have not been
recalculated. Based on the new methodology,
the comparable result for 2014 was 90.7,
compared with 90.4 which was originally
calculated. The increase to 91.6 in 2015 wos
mainly due to unplanned equipment shutdowns
at our chemical plant in Moerdijk. (To read more
about our energy efficiency, see page 15).

DIRECT GREENHOUSE GAS EMISSIONS
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Air emissions

We track emissions released into the atmosphere
from all our operations. Our sulphur oxides
emissions decreased from 97 thousand tonnes
in 2014 1o 88 thousand tonnes in 2015. This
decrease was partly due fo using fuel with lower
sulphur content in our shipping aclivilies but was
parly offset by the higher sulphur content of the
crude oil processed by our refineries.

Our nitrogen oxides emissions decreased from
146 thousand tonnes in 2014 to 104 thousand
tonnes in 2015. The realignment of reporting
boundaries in 2015 to follow guidance from

IPECA/API/IOGP, in part affected these numbers.

Our emissions of volatile organic compounds
{VOCs) decreased to 125 thousand tonnes
in 2015 compared with 151 thousand fonnes
in 2014. This was moslly due to a reduction
of venting in Majnoon, lraq. We expect

our VOC emissions 1o further decrease in
the coming years as a result of our efforts

to reduce flaring and venting.

Waste

We aim to reduce the amount of waste we
generate and o reuse or recycle materials,
wherever possible. For example, in 2015,
five of our Downstream manufacluring sites
sent more than 75% of their waste generated
during the year offsite for recycling or reuse.
We track the amount of waste sent off-site
for disposal or recycling.

SPILLS - OPERATIONAL [A]

ENERGY INTENSITY - REFINERIES

refinery energy index [A]

ENERGY INTENSITY - CHEMICAL PLANTS
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IPIECA/API/OGP guidance 2010.

[A] Includes mining and upgrading operations.
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WORKING WITH COMMUNITIES

Many of our operations are located close to communities. We work with communities to

understand their priorities and concerns. This is essential lo our being a responsible company.

We engage with communities to identify how
we can avoid, minimise or miligate any negative
impacts. This engagement also determines how
and where we can add sustainable benefits in
the form of employment, contract opportunities
and social investment programmes.

Our work with communities follows our health,
safely, securily, environment and social
performance (HSSE & SP} Control Framework.

Our social performance teams, working closely
with our environmental teams, use the framework
to guide their work. It governs how we plan projects
and run operations. The framework recognises
international standards as a benchmark — such as
the environment and social performance standards
set by the International Finance Corporation.

Each maijor project and asset at Shell has a social
performance plan. This includes a summary of our
impacts on communities and the environment —

which are identified during the impact assessment

process — and the aclions we take to address them.

(See page 9. We use indicalors to monitor the
progress of our work in communities. The indicators
used are relevant to each local community and
may include monitoring spending on local goods
and services or measuring and categorising
community feedback.

LISTENING AND RESPONDING

We know that effective communication with
communities can help to both avoid and, if
necessary, remedy grievances. We ensure that
people in neighbouring communities are able

to express their views in a variety of ways,
including community meetings, surveys, community
advisory panels and employee hotlines.

Community liaison officers are employed to keep
people informed about the ways our operations
may affect them. They listen to the concerns of
people in the community so that those concerns
can be incorporated into our plans, whenever
appropriate. This approach was successfully
applied during our recent operations in Alaska
where we had an agreement with the Ifupiat
communities near the Chukchi Sea to inform
them daily of our activities to avoid disturbing
their hunting and fishing activities.

Shell has implemented community feedback
mechanisms at all major operations and projects
to receive, track and respond to questions and
complaints from community members. This enables
us to caplure and resolve concerns quickly and
in a ransparent and balanced manner.

A hydropower generator has been instelled as part of @ pilot project to bring electricity
to the indigenous Batak people. Palawan, the Philippines.
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“Shell is one of about ten new operators
who have recently entered into offshore
exploration in Mycnmar. Our Centre
has been working with most of them
during an impact assessment we
conducted on eil and gais. This has
involved a number of multi-stakeholder
discussiors on issues like environmental
impact assessment, community
ergagemeni, communily investmeni
and the Voluniary Principles on Security
and Human Rights.

It's been imporiant to have Shell ir those
discussions to hear how infernational
standards can be applied in Myanmar.
They have, tor example, shared with

us their field experierice in community
consultations in Myanmar. Shell ard
other multinationals are breaking naw
grourd by discussing the potential
impacts of their operations directly

with communities. Shell's ransparency
about successes and challenges with
civil society and others, can help to
overcome years of distrust of businass
and build a better oil and gas industry
in Myanmar.”

Vicky Bowman
Director, Myanmar Cenlre
for Responsible Business,
Yangon, Myanmar
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WORKING IN SPECIALIST AREAS
Some projects require specialist social performance
experfise on topics such as indigenous peoples,
cultural heritage or resettlement. (See page 43).

In these coses, our relevant specialists will support
the project teams to interpret and apply local and
international standards that protect community rights.

In Iraq’s Basra province, we were assessing potential
sites for the proposed Nebras petrochemical
complex. When our team visited an initially
proposed site, we discovered a children’s cemetery
that had not been documented. The proposed site
wos also used to access fishing grounds. These
factors held significant weight in the final assessment
of site options. As a result, an alternative site was
identified as the preferred option for the project.

In some cases, our operations require temporary

or permanent access to areas of land or sea where
people ore living or working. We first try to avoid
the need lo resettle people. In circumstances where
this cannot be avoided, we work closely with local
communities and governments to help people
relocate and to restore their livelihoods. In some
situations, even where physical relocation is not

ACCESS TO ENERGY

Energy is crucial to economic and social
development, and improves the livelihoods of
people across the world. Globally, more than 1.1
billion people ore without access o electricity —
and a billion more only hove access to unreliable
and unsafe power networks. Nearly 3 billion
people rely on solid fuels for cooking. For many
in the world, better access to energy could help
people out of poverty: it affects their health,
education and their ability to earn a living.

At Shell, we apply our core business skills
and technical resources 1o help enable access
to energy for communities in regions where
the need is great and we have a presence.

In countries such as Iraq and Nigeria, we
supply natural gas that was previously flared
for domestic power generation. As part of our
social investment programme, Shell Philippines,
through the Pilipinas Shell Foundation, funded
a micro-grid that uses hydropower and solar
energy to power an indigenous village in
Palawan, the Philippines. It provides the local
Batak tibe with a constant supply of electricity.

The smoke emitted from traditional or inefficient
cooksfoves poses severe health risks. Shell is
the largest private-sector partner of the Global
Alliance for Clean Cookstoves, which works
to encourage a global market for clean and
efficient household cookstoves and fuels in
developing countries. Shell offers both financial
and inkind support to the Alliance and its grant
facility, the Spark Fund.

necessary, our operations may affect people’s
livelihoods — for example, by limiting access to
their land. In these cases, we will support people
lo resfore or establish alternative livelihoods.

In Sichuon province, Ching, for example, we
partnered with the non-governmental organisation,
Mercy Corps, fo assist 150 smallholder farmers
who were affected by our operations. We
worked with the farmers to help them improve their
agricultural practices, manage their businesses
better, and identify markets for selling their
produce. In the early stages of the project, 83%
of the formers reported increased knowledge

of farming techniques, while 40% had improved
their agricultural practices or adopted new
forming technologies.

INVESTING IN COMMUNITIES
Investing in communities where we operate —
what we coll social investment — is an important
part of being a good neighbour. Most of our
social investment is at country and community
level. Our businesses tailor their social investment
strategy to the communities’ needs, while working
to a common global vision and framework.

ENCOURAGING

LOCAL ENTERPRISE

The need to develop local enterprise, skills

and jobs is one of the most common topics
raised by local communities. Shell has many
programmes in place to support and encourage
the building of new businesses and generate
local employment. Our LiveWIRE programme
helps entrepreneurs turn their ideas info long-term
sources of income. The programme was extended
to Malaysia in 2015 and is acfive in 15 countries
where we operate. In 2015, more than 8,000
people took port in LiveWIRE and small business
development programmes and more than

90 businesses were established.

We further support communities by offering
training for jobs in the oil and gas industry. For
example, in Argentina, we are working with the
mayor of Son Patricio del Chaiiar on two local
training initiatives. One programme trains adults
to work in the welding and electrical trades; the
other prepares students for specific jobs in the
energy industry, such as working on a drilling
rig or inspecting equipment,
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Shell has three core themes of social investment

in areas that are closely connected to our business:
enabling access o energy, improving road safety,
and enabling employment within communities.
Local Shell teams determine which social investment
themes ore relevant to the community and design
programmes accordingly, working within a common
framework for measuring social and business
outcomes. [See box]. Social investment teams also
have the freedom to implement locallyailored
programmes for community development, education,
biodiversity and conservation in response to local
needs. We also partner whenever possible with
other businesses, development agencies and
non-governmental organisations to implement

our programmes.

Our global framework enables us o measure
the impact of our social investment programmes
in terms of positive outcomes for the community

" as well as achievement of our business goals.

Our social performance teams also work closely
with our contracting and procurement organisation
fo encourage local procurement of goods

and senvices, contributing 1o local or regional
economic development. {See page 40).

ROAD SAFETY

The promotion of road safety awareness among
people in local communities is another focus
area of our social investment projects. In southern
Iraq, for example, near our Majnoon operations,
we work with the AMAR International Charitable
Foundation fo train local health staff and women
safety volunteers to raise awareness among
parents and children about road safety. We

are also working with authorities in education,
government and the police fo set up rood safety
zones around primary schools and build speed
bumps, new footpaths and warning signs.

We are a board member of the Global Road
Safety Parnership (GRSP], a global alliance that
brings together governments, civil society and
businesses fo improve road safety. Shell chairs
the Global Road Safety Initiative, a private sector
collaboration with GRSP that works to improve
road safety in ciies and communities. It operates
in eight countries and its “Safe to School —

Safe to Home" programme focuses on helping
children to travel safely to and from school.
{See more on our road safety work on page 32].
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WORKING WITH COMMUNITIES CONTINUED

SOCIAL PERFORMANCE

We have indicators in place that gauge our
relationship with communities near our operations.
We also measure our contribution to communities
through our social investment programmes and the
procurement of local goods and services within our
supply chain.

Community feedback

Shell uses data from our community feedback
mechanisms as a performance indicator at both
the local community and global levels. Community
complaints are registered in different categories to
identify common issues across Shell and share
knowledge on how they were resolved. In 2015,
the largest number of complaints received related
to social and environmental issues. These included
concermns about Shell's allocation of its social
investment funds, the creation of local jobs and
the impact of our operations on people’s land,
property or livelihoods. Most environmental
complaints related to nuisances, such as noise,
odours or dust.

Social investment

We invest in projects that aim to benefit local
communities over the long term. In 2015, we
completed our first assessment of the long-term
impact of our social investment projects globally.
[n 2015, we spent around $122 million on
voluntary social investments worldwide (compared
with $160 million in 2014). Our social investment
is closely connected lo the locations where we
operate and so portfolio changes can affect the
amount that we spend. This is the main reason for
the decrease in social investment in 2015. These
figures do not include investments that were part of
contractual agreements or legal requirements with
host governments, which was around $97 million.

Of the $122 million, we spent around $29 million
on our three global strategic themes of enterprise
development, road safely and energy access.
Around $93 million was spent on local programmes
for community development, disaster relief,
education, health and biodiversity. We estimate
that almost $43 million of our spend in 2015 was
in countries that are part of the UNDP Human
Development Index 2015, that is, those defined
as having a gross domestic product of less than
$15,000 a year per person. Significant support
is also provided in the form of voluntary work

by Shell employees and donations of equipment.
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Local procurement

We prioritise buying goods and services from
local suppliers that meet the standards we require.
In some cases, we support local businesses

and skills development to meet these standards.
In 2015, we spent more than $56.3 billion on
goods and services worldwide. Around 65%

of this was spent in Canada, the Netherlands,
Nigeria, the UK and the USA. We estimate
around $5.9 billion was spent in countries that
have a gross domestic product of less than
$15,000 a year per person. In these countries,
Shell companies spent more than 75% ($4.4 billion)
on goods and sewices from local companies.

We also check that our suppliers comply with

key sustainability criteria, including good working
conditions. In 2015, we conducted 10 assessments
of suppliers in Afiica and the Middle East, 126

in the Americas, 129 in the Asia-Pacific region,
and 119 in Europe to check their compliance
with our Shell Supplier Principles. These principles
cover areas such as human rights, labour practices
{including those relating 1o child and forced labour)
and business integrity. {See page 46).

VOLUNTARY SOCIAL INVESTMENT
IN 2015

VOLUNTARY SOCIAL INVESTMENT
IN 2015

COMMUNITY COMPLAINTS IN 2015

proportion of spend split by region
11%
13%
21%
I Enterprise development | Education MENA B Europe Il Local contenl, social investment and benefit sharing

Energy access Biodiversity Alfrica Asia Pacific I Land, livelihood and property

Road safety Other Bl Americas Il Russia and CIS Stakeholder engagement

Communily development I Asia Physical impacts

I Global {various regions incl. Shell Foundation)
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Shell Foundation

Shell Foundation (SF} is an independent charity
that applies a business approach to global
development challenges that constrain job
creation, access to energy and urban mobility.

Since 2000, SF has worked with social
enterprise partners to create new business
solutions to deliver social and environmental
improvement internationally. SF provides a mix
of business support, grant funding and market
links to help entrepreneurs prove their business
models, achieve financial independence

and expand info new markets.

Once a social enterprise partner is able to serve
low-income consumers on a commercial scale,

SF creates intermediary businesses and industry
associations. These support the growth of new
markets around the pariner. For example, helping to
create the model for the Global Off-Grid Lighting
Association — an industry association that is
building market infrastructure for off-grid lighting

to reach low-income consumers.

To date, SF has deployed $207 million of grant
funding into social enterprises and new market
builders operating in Africa, Asia and Latin America.

In 2015, SF published an analysis of the successes
and failures of its work over the past 15 years ina
report entitled “Enterprise Solutions to 2030°. The
report collates the Foundation'’s learnings from more
than 200 parnerships with public and private social
investors. It outlines a road map for co-ordinated
acfion to accelerate progress fowards sustainable
development in emerging markets.

2015 social enterprise partner highlights

s dlight: a leading provider of low-cost, high-
quality solar energy products. lis expanded
product range includes the world's most
affordable and reliable solarpowered lantern
that is sold for just $5;

m Envirofit: pioneer of high-quality, efficient
and affordable clean-cooking solutions.
More than 1 million clean cookstoves have
been sold so far, improving the lives of
5 million people in 45 countries;

m Husk Power Systems (HPS): a rural utility
that generates low-cost electricity from waste
and solar power. In 2015, HPS launched
the world’s first combined solar and biomass
hybrid power plant to bring continuous
electricity to communities in rural India; and

® Grofin: provider of finance and business
support to small- and medium-sized enterprises
to spur job creation in emerging markets. Last
year, the company launched a $100 million
fund backed by individual and business
investors fo generate 47,000 jobs in Africa
by 2025.

For more information visit:
www.shellfoundation.org/2030

SHELL FOUNDATION'S SIX-STEP THEORY OF CHANGE
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WORKING
TOGETHER

All of the work we do around
the world requires working
collaboratively: with contractors,
suppliers, non-governmental
organisations and other businesses,
among many others. We work
together towards a number

of goals: to achieve operational
excellence, best practice on
sustainability issues and to
improve standards within the
energy secfor.

Collaboration will be critical

to achieving a low-carbon
society. Government, business
and civil society need to work
together to design and support
practical solutions.

This section details our work
with many of our partners.

T
.

19% AT

W,

in senior leadership positions

600,000

Training days for employees
and JV partners

216,000

Contractors working for Shell

- L

Shell employees at the Bellanaboy Bridge
gas terminal at the Corrib natural gas
plant that started up in 2015. County
Mayo, Ireland.

g 1 I F
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LIVING BY OUR PRINCIPLES

The core values of honesty, integrity and respect for people are reflected in our business
principles, which strictly govern the way we work.

OUR BUSINESS PRINCIPLES

The Shell General Business Principles detail

our responsibililies fo shareholders, customers,
employees, business pariners and society. They
set the standards for the way we conduct business,
with honesty, infegrity ond respect for people,
the environment and communities. We aim 1o do
business fairly, ethically and in accordance with
laws that promote and safeguard fair competition
between businesses. We do not tolerate the
direct or indirect offer, payment, solicitation or
acceptance of bribes in any form, including
facilitation payments.

All Shell companies and joint ventures that we
operate must conduct their activities in line with
our business principles. We also encourage
joint ventures we do not operale to apply
materially equivalent business principles.

Our Code of Conduct

All Shell employees, contractors and anyone
acting on behalf of Shell must follow the Code

of Conduct, which describes the behaviour Shell
expects of individuals. The Code of Conduct was
refreshed in 2015, making it easier for individuals
to identify potential risks associated with their roles.
All employees and coniraclors are required to
complete Code of Conduct training.

We encourage employees and contractors to
seek advice and report concerns of any potential
breaches, anonymously if they wish. Concermns

or allegations are investigated by specialists
within Shell and if a violation is confirmed, we
take appropriate action. This may involve serious
consequences, up to and including dismissal

or contract termination. We maintain a stringent
no relaliation policy to protect any person making
a good faith allegation.

Business integrity in our supply chain

The Shell Supplier Principles, along with specific
contractual clauses, set out our expeclations for
suppliers and contractors to behave with business
integrity. (See page 46). Our risk-based due
diligence processes assess prospective suppliers

fo determine whether they can meet our expectations.
We regularly engage with suppliers to reinforce
these principles, offer support o help them strengthen
their own practices, if needed, and 1o hold them
accountable for their performance.

HUMAN RIGHTS

We respect human rights and our approach
applies to all of our employees and contractors.

It is informed by the Universal Declaration of Human
Rights, the core conventions of the International
Labour Organization (ILO), and the UN Guiding
Principles on Business and Human Rights. Respect
for human rights and provision of remedy are ways
in which we uphold our business principles.

We consult with international organisations,
companies, civil society and other relevant

bodies to understand and respond 1o current and
emerging human rights fopics. (See page 45).
We collaborate closely with the Danish Institute of
Human Rights to assess and improve our approach
to human rights. We patticipate in IPIECA working
groups (the global oil and gas industry association
for environmental and social issues) to develop
guidance and implementation tools fo improve
respect for human rights across the industry.

Our human rights approach focuses on four
key areas:

Communities

We assess and manage the potential environmental,
health and community impacts of our projects in line
with international standards, such as the International
Finance Corporation’s performance standards

on environmental and social sustainability. Our
community engagement mechanisms allow our
neighbours to raise any concerns about the impacis
of our activities and enable us 1o respond fo those
concems through credible and effective non-udicial
processes. These mechanisms ore informed by,
and ore important components of, the UN Guiding
Principles on Business and Human Rights.

Security

We aim to keep employees, contractors and facilities
safe, while respecting the human rights and security
of local communities. The Voluntary Principles on
Security and Human Rights (VPSHR) ore implemented
across Shell and ore included in our private security
contracts and ourengagements with public security
forces. We conduct annual risk assessments in our
relevant operations and provide fraining to
employees and contractors.

Labour rights

We respect the principles of freedom of association,
the right to collective bargaining, non-discrimination
and equal opportunity, adequate conditions of
work, adequate remuneration and the elimination
of forced labour and child labour. We respect the
rights of our employees, contractors and suppliers
by working in alignment with ILO conventions

and the UN Global Compact.

Supply chain

We seek to work with contractors and suppliers who
are committed to acting in on environmentally and
socially responsible way. In line with our business
principles, the Shell Supplier Principles include
specific expeciations for contractors and suppliers

concerning labour and human rights. [See page 46).

INDIGENOUS PEOPLES

Our activities have the potential to affect
indigenous peoples who hold specific rights for
the protection of their cultures and traditional ways
of life. We consult and engage with indigenous
communities to understand how our aclivities may
impact their rights. (See page 38). Our approach
is o work with indigenous communities to find
ways ta mitigate negative impacts and to help
neighbouring communities benefit fiom our activities.
We tiain our employees to understand how to work
and engage with indigenous peoples. And we
continue fo work with IPIECA o develop a consistent
approach and best practice across the oil and gos
sector for free, prior and informed consent.

43



44

worinc ocerePreliminary Public Copy

ENVIRONMENTAL AND SOCIAL PARTNERS

Shell has « long track record of working in partnership with environmental and development
organisations. These partnerships bring important insights to our work.

The aims of these parinerships vary from helping
to reduce our environmental impact, to improving
the quality of land around our operations and
implementing social investment programmes.

For example, we partner with organisations that
advise us on specific issues such as biodiversity
or human rights.

ENVIRONMENTAL PARTNERSHIPS

Shell has environmental partnerships with Wetlands
International, the International Union for Conservation
of Nature {IUCN), The Nature Conservancy (TNC)
and Earthwatch. Our environmental partners can
bring specific expertise lo our projects in areas
such as biodiversity, while they can advance their
own scientific or conservation knowledge by
working on our projects.

Protecting the Arctic’s critical habitats
with Wetlands International

Wellands International is working with Shell to
identify and assess critical habilats in the Arctic
regions. Wellands International has developed a
tool that predicts the distibution of Arctic species.
The tool maps critical wetland habitats for species
in the Arctic, including migratory waterbirds and
endangered species. The information it generates
follows the International Finance Corporation’s
performance standards and will become part

of Shell's standard biodiversity screening tools.

It has been used by our project teams to screen for
sensitive areas and to help manage and prevent
potentially adverse impacts on Arclic biodiversity.
We have been working with Wetlands International
since 2001 on projects that range from managing
biodiversity and water issues at our operations

in lrag, Brunei and Canada to strengthening
sustainability practices with communities in Nigeria.

Protecting whales with IUCN

Shell and IUCN have been working together since
2004 to minimise the impacts on western gray whales
at Shell's jointventure operations at Sakhalin, Russia.
Under the guidance of the Western Gray Whale
Advisory Panel — a panel of 13 prominent scientists
convened by IUCN — we have worked to reduce the
impacts that phases of our operations may have on
the whales and their habitat. In 2005, we rerouted
pipelines away from the whales' feeding grounds. In
2015, Sakhalin Energy was the only energy company
operating at Sakhalin that had an IUCN independent
observer on their leam implemenling a seismic suvey
monitoring and mitigation programme. The panel
will continue to examine the impact of il and gas
development on the whales following a positive
review of its role in 2015.

Mapping biodiversity and rehabilitating
coastlines with TNC

Shell and TNC have completed a pilot project

to map critical biodiversity in three watersheds of
the central Magdalena River Basin in Colombia —
a place of important environmental and cultural
significance. The results will be made publicly
available and will provide the energy industry
and the Colombian government with an
understanding of local biodiversity.

We have also been working with TNC to
develop a nature-based approach to reduce

the cost and rate of erosion along the pipelines
in the Louisiana coastal zone. This is done by
creating living shorelines with planted vegetation,
or creating oyser reefs to restore wetlands and
improve the resilience of the coastline. Over time,
the living shorelines will also enhance the local
flora and fauna.

Project Better World is a partnership with Earthwaltch. Shell sponsors employees o work
on environmental research and conservation projects. Manitoba, Canada.
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Employees participate in Earthwatch activities
Our employee volunteer partnership, Project Better
World, has been running for 18 years. As part
of this, Shell sponsors employees to work with
scientists and communities on environmental
research and conservation projects. This deepens
our employees’ understanding of sustainability in
areas such as climate change and habitat loss.
In another programme, Shell employees provide
mentoring to managers in organisations working
to preserve protected areas. To date, over

800 Shell employees have laken part in the
Earthwalch programmes.

COMMUNITY PARTNERS

We work with both international and community-
based organisations to address social issues close
to our operations. The benefits of these collaborations
can help meet a specific need within a community
— such as unemployment — and they can help
Shell to improve its own operational practices.

For example, the Danish Insfitute for Human Rights
provides guidance on the integration of human
rights into labour practices, procurement,

security and communily issues.

Partnerships in specific countries help to build trust
and draw on local knowledge. For example, Shell
is working with the United Nations Development
Programme to expand and refurbish Al Jawadian
School in Al Dayr, near Basra in southern Iraq.
The partnership has also constructed four local
playgrounds so that children can play in safe
areas away from traffic. Another project in Iraq
has supported 13 local businesses — including
women entrepreneurs — with business training,
coaching and capital investment.

We also have a global partnership with Mercy
Corps, an infernational organisation that helps
people to recover from crises, build better lives
and transform their communities. In its first three
years, the partnership has focused on transforming
how companies and non-governmental organisations
can work together for mutual benefit. In Sichuan
province, China, for example, we are helping
smallholder farmers to improve their agricultural
practices and the way they manage their
businesses. (See Communities, pags 38).
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COLLABORATIONS

Shell collaborates and works with different organisations around the world.
These |e|ohons|'1|ps heip us to build trust among a diverse range of stakeholders,

including non-governmental organisations.

We define collaboration to mean all forms
of working with organisations outside of Shell.
Collaborating with these different organisations

helps us to gain insight into our business and industry,

while the sharing of knowledge and experience
with others confributes fo the continuous improvement
of practices. We participate in relevant seclor
discussions, ranging from improving industry-wide
technical standards to reviewing ways to tackle
human rights abuses within the supply chain.

Some of the views of the organisations with which
we work may differ from our own. For example,
we may not always agree with their opinions on
topics, such as climate change. In these cases,
we make our views known within the organisation
and seek fo influence their policy position.

However, we believe it is important to remain
involved with these organisations 1o do this,
patticularly where we benefit from working together
in areas such as safety, the environment and human
rights. In our Carbon Disclosure Project submission,
we provide more information on organisations

with which we work but whose position on climate
change is not entirely consistent with our own.

We review this work 1o ensure the objectives

of these collaborations are being met and that
the relationships remain mutually beneficial.

The table shows some of the organisations that
we collaborate with globally on sustainability
and technology. Shell also works with many
local organisations in countries around the world.

COLLABORATIONS OVERVIEW

Environmental Humon rights
sustainability and social .
and climafe responsibility
change
American Petroleum Institute (API) - B u
Bonsucro ]
Canada's Oil So_n_c_!§ I_nnovohon A|||once (COSIA)
Center for Sustalnable Sha|e Deve|opmem (CSSD) ]
Danlsh Institute for Human nghls (DIHR) [ |
Ener_gy lnsmuie e u
Energy Transitions Commnssnon (ETC) B - [ ]
Extractive Induslrles Tronsporency Initiative (ElTl) )
Global A|||once For C|eon ggokgtoves L] L
G|obo| Business Initiative on Human nghls (GBI) ]
Globol Gas Flonng Reduchon Porlnershlp (GGFR) ]
Global Road Safety Porlnershlp (GRSP) B B [ ]
Inlemallono| Association of Oil and Gas Producers (IOGP) " = =
Imernahono| Audit Protocol Consortium (IAPC) ] ]
Internahono| Emissions Trodlng Assocmhon (IETA) [ ]
IPIECA (lndus?ry association for environmental and socn0| issues) [ ] ] [ ]
Network of Employers for Traffic Safety (NETS) u
Roundtable for Responsible Soy (RIRS) u L)
Roundtable on Sustainable Palm Oil (RSPO) = ]
UN Global Compact L] L]
Qil and Gas Cllmote Initiative (OGCI) L]
Wor|d Business Council for Sustainable Development (WBCSD) ] ] ]
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CONTRACTORS AND SUPPLIERS

In 2015, Shell spent $56.3 hillion on goods and services from 52,000 suppliers globally.
Around 216,000 contractors worked to deliver Shell projects and help run our operations.

We seek lo work with contraclors and suppliers that
behave in an economically, environmentally and
socially responsible way, as stated in our Shell
General Business Principles. We have a set of
principles for our suppliers that provides a consistent
framework defailing what we expect. The Shell
Supplier Principles cover what is required from our
suppliers regarding business integrily, health and
safely, social performance, and labour and human
rights. These apply regardless of the business
environment in the oil and gas industry.

It is important that our suppliers have the
appropriate policies, principles and standards in
place within their own company. Building strong
relationships with our suppliers is essential to
delivering our projects, running our operations and
ensuring suppliers place the same importance on
health, safety, the environment and community
impact as we do. In close collaboration with
suppliers and contractors, we work towards our
safety goal of no harm and no leaks at our sites.

Certain areas of our supply chain may pose a
higher labour rights risk, due to their location and
the nature of the goods and services we procure.
Of all assessments carried out far compliance with
our supplier principles in 2015, 384 suppliers were
subsequently awarded contracts. The number of
assessments follows our risk-based approach and
is dependent on the level of project activity and
the number of new contracts awarded throughout
the year. If gaps are identified, we sometimes work
with our suppliers and contractors to help them
understand how to close these gaps. We also work
closely with specific suppliers — such as those in
developing countries — to help them develop the
right skills, policies and management systems.

A successful example of this is the VIP Car Rental
company in lraq {see external opinion).

LOOKING AFTER OUR WORKFORCE
During 2015, as part of our global worker welfare
programme, we implemented our Accommodation
and Weltare Guide, which was published in
2014. This provides tools and management
guidance for providing safe, secure and comfortable
accommodation for workers who are away from
home and sometimes in remote areas — whether
their needs are physical, mental, cultural or social.
This guidance is applied at a number of new

Shell ventures.

Shell contributes to economic development in the
countries where we operate —either by employing
people directly or through our partners, such as
government or business pariners. At the outset

of a project, we consider how we can employ
local suppliers and individuals. If needed, we help
them build capabilities that meet our safety and
quality standards. We also support the growth
of local businesses in many countries where we
work {we refer to these efforts as local content).
(See pege 40).

In many countries, a local content plan forms part
of the bid criteria against which potential suppliers
are assessed. For example, a global supplier to
Shell partnered with an independent First Nations
company to form The Bouchier Carillion Group,

in line with the plan included in the bid. They provide
faciliies management services to Shell in Alberta,
Canada. This partnership enables The Bouchier
Carillion Group to use its global experience and
support regional initiatives, particularly those focused
on aboriginal youth and women in business.

We work in close colluboration with our suppliers and contractors to meet our safety

and environmental standards.
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“The VIP Car Rental company pravides
passenger transport services for Shell
Iraq Petroleum Development (SIPD} in
the Majnoon area of southemn lraq.
We are proud to be a supplier o @
global company like Shell

By waorking closely with the SIPD
logistics leam, we are able to quickly
solve issues so that we can provide the
services needed by SIPD in a safe and
fimely manner.

We are a fully-owned irasi company,
managing one of the highest risk
aclivities in Iraq. Local dnvirg habits are
tolerable at best, but with the support

of SIPD, we have successfully driven

2 million km and achieved two years
of operations without injury VWe have
also scored 100% in Shell’s read safety
ard driver assessment programme.

In future, we recommend that Shell
works closely with the local pelice
fo improve road security between
Basra and Majnoon.”

Sabah Alkhazrahej
General Manager,
VIP Car Rental

Basra, Iraq
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JOINT VENTURES

We often work in joint ventures with national and international energy companies.
All of our business partners bring important skills and experiences to a joint venture.

When we operate a joint venture [JV), Shell's health,
safety, securily, environment and social performance
{HSSE & SP) Control Framework is applied, as well
as the Shell General Business Principles and the
Shell Code of Conduct. {See page 43)

NON-OPERATED VENTURES

More than half of Shell's JVs are non-operated
ventures. For these ventures, our Shell |V
representatives and the Shell-appointed JV board
directors encourage our partners to apply similar
standards and principles as our own.

When these |Vs implement our Control Framework,
or a similar approach, we offer to support them
by assuring the JV's compliance. We also offer

to review the effectiveness of the framework’s
implementation, overseen by the JV's Board

of Directors.

OUR PEOPLE

If there is no such assessment, we periodically
evaluate the health, safety, environment and
community risks of the JV. If the JV is falling
below expectations, plans will be put in place,
in agreement with the other pariners, to
improve performance.

LEARNING FROM EACH OTHER
Another advantage of working with our business
pariners — who are often located in different parts
of the world — is that they offer an opportunity

to share knowledge and insights and learn from
each other’s experience. As a result we can work
together fo create better solutions that tackle specific
social, environmental, safety or technical challenges.

For example, in Russia, our JV, Salym Petroleum
Development (Shell interest 50%), has developed
competence in social performance. It conducts
structured and regular community engagements
and applies a social impact assessment process.

The quality of our people is essential to the success of our company. In 2015, we employed
an average of 93,000 employees in more than 70 countries.

We work to maintain a productive and healthy
organisation, resource talented people across the
business, accelerate development of our people,
grow and strengthen our leadership capabilities,
and enhance employee performance through
strong engagement.

OUR WORKFORCE

Around 40% of our workforce is in countries
outside of Europe and North America. In 2015,
we recruited around 1,000 graduates and 1,500
experienced professionals. Close to 40% of our
graduate recruits came from universities outside

of Europe and the Americas.

Shell manages the effects of business changes on
people as consistently as possible. Affected employees
are supported in their search for alternative employment
as appropriate by country law and policy.

COMMUNICATION

AND ENGAGEMENT

We sfrive to mainiain healthy relations with our
employees. Dialogue between management
and employees is infegral to our work practices
and takes place directly and, where appropriate,
through employee representative bodies.
Management briefs employees on operational
and financial results regularly through a variety of
channels. The annual Shell People Survey is one

of the principal tools used to measure employees’
views on a range of fopics. For example, the
average employee engagement score in 2015
was 80% favourable and 5% unfavourable

[both the some as 2014). The survey also measures
employees’ views on the inclusiveness of their
workplace. In 2015, 71% felt positive about this,
while 11% feli negative about inclusion in the
workplace, the same figures as 2014.

We promote the safe expression and reporting
of views about our processes and practices.
We offer multiple channels for employees to
report, confidentially and anonymously, breaches
of the Shell General Business Principles or our
Code of Conduct, or other concermns.

DIVERSITY AND INCLUSION
Embedding the principles of diversity and inclusion
in the way we do business gives us a better
understanding of the needs of our stakeholders.
We provide equal opportunity in recruitment,
career development, promotion, Iraining and
reward for all employees regardless of gender,
ethnicity, sexual orientation or physical ability.
We actively monitor diversity: at a global level,
we measure representation of women and
local nationals in senior leadership positions.
We have a talent development process to
bring about more diverse representation.

Iis key priority areas with communities where
it operates are education, healthcare and the
development of small businesses.

The Brunei Shell Petroleum JV (Shell interest 50%)
used our HSSE & SP Control Framework to
carry out an assessment of the effects on the
local ecosystem from using 3D seismic surveying.
The assessment surveyed offshore and onshore
areas in Brunei. Measures were put in place to
reduce the impact of seismic surveying, including
a biodiversity action plan that was created
with Wellands International to profect and
conserve critical habitats, such as Brunei's

peat swamp forests.

In Brazil, our biofuels ]V, Raizen, adopted Shell's
Goal Zero approach to implement safe practices
across all its businesses, with the aim of achieving
no incidents. In one crop year, Raizen recorded
a 37% reduction from the previous year in the
frequency of incidents that could have prevented
employees from working. (See page 31).

At the end of 2015, the proportion of women in
senior leadership positions was 19% compared
with 18% in 2014. The representation of senior
local nationals is monitored in 20 principal
countries. We measure the percentage of senior
nationals employed in Shell compared with the
number of senior positions in their home country.
The reporting shows two categories: local national
coverage greater than 80% {12 countries in 2015)
and less than 80% (eight countries in 2015).

TRAINING AND DEVELOPMENT

In 2015, we invested about $335 million in
training and development, providing more than
600,000 training days for our employees and
jointveniure pariners. We focused on growing our
leadership capability, improving skills in technical,
safety and commercial areas, and our expertise
in specialist areas such as cultural heritage

and indigenous peoples.

CODE OF CONDUCT VIOLATIONS
Shell employees and contractors must abide by
our Code of Conduct. Violations can be reported
through a variety of local channels, which are
adapted to local regulations and customs, and
one global channel, which is a dedicated helpline
operated by an independent provider. In 2015,
from the incidents reported through the global
helpline, 217 were confimed as Code of Conduct
violations after investigation (267 in 2014). As a
result, we dismissed or terminated the contracts
of 89 employees and contractors {118 in 2014).
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ECONOMIC PERFORMANCE

During 2015, significantly lower oil and gas prices challenged our industry, with an average
Brent price of $52 a barrel. Our integrated business and improved operational performance

helped reduce the impact of lower energy prices.

We are managing our business through the current
oil price downturn which underpins our intention to
continue lo pay attractive dividends to shareholders
while investing for the future. In 2015, we reduced
our operating costs and capital spending; restructured
our upstream business, tight and shale gas, and oil
products; sold assets worth $20 billion in 2014-15;
and delivered new projects with substantial cash
flow potential.

Our income in 2015 was $19 billion, impacted
by significantly lower oil and gas prices during
the year. In 2015, the average Brent price was
$52, down 47% from 2014. We distributed
dividends of some $12 billion to our shareholders
of which $2.6 billion was taken in shares through
our scrip dividend programme.

We reduced our tolal capital investment to

$29 billion to reflect the falling oil price and
focused on progressing only the most competitive
projects, which will help to build and sustain our
business for the future. We completed divestments
of $5 billion from our non-core portfolio, including
proceeds from the USA's midstieam master limited
partnership. We also spent $1,093 million on

our research and development programme.

Shell generated $29.8 billion of cash flow from
its operaling aclivities in 2015.

EXECUTIVE SCORECARD

In 2015, sustainable development continued
to account for 20% of the company scorecard,
which helps determine the annual bonus levels
for all our employees, including members of
the Shell Executive Committee (EC).

In 2015, the EC's sustainable development
measures were split evenly between Shell's
safety and environmental performance. Our
environmental measures cover operational
spill volume, energy efficiency and use of fresh
water. From 2015, process safety Tier 1 events
were introduced as a new measure for safety,
with an equal weighting for personal safety.
These measures reflect Shell's Goal Zero
ambition of no harm and no leaks.

Targets are set each year by the Board's
Remuneration Committee, taking into account
performance over the past three years in
order fo incenlivise continuous and sustained
improvement. In 2015, our performance
was better than the target for all sustainable
developmentmeasures and was our strongest
resultto date.

In 2015, we started up our Corrib facility in
Ireland (Shell interest 45%) and Bonga Phase 3
{Shell interest 55%), off the coast of Nigeria.
Only the most competitive projects are going
ahead: in the same year, we took just four major
final investment decisions, three of which were in
Downstream. We also announced the cancellation
of the Alaska exploration project and Carmon
Creek heavy oil project and in early 2016,

we postponed the final investment decisions

on ING Canada and Bonga South West.

Shell’'s oil and gas production in 2015 was
3 million boe a day, down 4% from 2014,
Our sales of liquefied natural gas decreased
to around 22.6 million tonnes.

Following the announcement of a recommended

offer in April 2015, Shell completed the acquisition
of BG Group plc in February 2016. This acquisition

will mark the start of a new chapter in Shell. It
rejuvenates Shell's Upstream business by adding
more deep-water and integrated gas to our
portfolio. These are areas where Shell has
significant capabilities and technologies.

Shell is becoming a company that is more
focused on its core strengths, and more resilient
and competitive throughout the oil price cycle.
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TAX AND TRANSPARENCY

Tax binds governments, communities and businesses together. Revenue transparency provides
citizens with important information ta hold their government representatives accountable and
ta advance good governance. Shell is committed ta transparency.

Our operations generate revenue through taxes
and royalties far governments around the world.
In 2015, Shell paid mare than $60.8 billion ta
governments. We paid $7.7 billion in income taxes
around the world, and $2.7 billion in royaliies.
We collected $50.4 billion in excise duties, sales
taxes and similar levies an our fuel and other
products an behalf of governments.

OUR APPROACH

For Shell, paying taxes in the countries where

we operafe is about mare than complying with the
law. It is about showing that extraction af natural
resources provides governments with an opportunity
ta generate revenues, support economic growth
and enhance social development.

We comply with the tax laws wherever we
operate. We are transparent about our tax
payments to governments and we strive far an
open dialogue with govemments. This approach
helps us ta comply with bath the letter and the
spirit of the laws.

Principles

In line with the Shell General Business Principles
we support a number af external voluntary codes,
which include the Organisation far Economic

Ben van Beurden, CEO, speaking at
the Shell Annual General Meeting in
May 2015. The Hague, The Netherlands.

2F]
e

Caroperation and Development [OECD) Guidelines
far Multinational Enterprises and the Business

and Industry Advisory Committee ta the OECD
Statement af Tax Principles for International
Business.

Transparency

In 2012, we were one of the first companies ta
voluntarily publish revenues that our operations
generate through income taxes, royalties and
indirect taxes for governments around the world.
Fram 2016 onwards, Shell will make mandatory
disclosures under the Reports an Payments ta
Govemnments Regulations 2014, and will file its
Payments ta Governments Report with the UK’s
Companies Hause. This report will be published
an our website www.shell.com/payments.

Tax strategy

It is the right of govemments ta determine what a
fair share of tax is and to draft tax laws accordingly.
They do so against strong competition far capital
and investment, which is intemationally mobile. It is
not the role of business ta farm views an what level of
laxation is fair. We use legifimate tax incentives and
exemplions designed by governments ta promote
investment, employment and economic growth.

When considering the viability af investments, tax is
one af the factors we examine. Income tax is just
one patt af the overall tax regime considered. We
expect fo pay tax an our income in the country where
acfivities take place, and believe double taxation of
the same activity by different jurisdictions should be
avoided. Shell supports efficient, predictable and
stable tax regimes that incentivise long-term
investment. We expect the laws o be applied
consistently, creating a level playing field far all.

Governance of tax

Shell's Board af Directors is responsible far
maintaining a sound system af risk management
and infernal control, and far regularly reviewing its
effectiveness. This system also cavers taxation, which
farms an integral part af the Shell control framework.
Annually, the Board conducls a review of the
effectiveness of Shell's system of risk management
and intemal control, including financial, taxation,
operational and compliance controls.

COLLABORATING WITH OTHERS

Shell supports ca-operative compliance
relationships with tax authorities an the basis af the
framework proposed by the OECD Forum on Tax
Administration. We have a ca-operative compliance
relationship in place in the UK, the Netherlands
and Singapore, and pilot relationships in Austria
and lialy.
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Paidin income taxes around the world
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Royalities paid to goveinments
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Collected excise duties and sales tax

We provide the authorities with timely and
comprehensive information an potential tax issues.

In retun, we receive treatment that is open, importiol,
proportionate, responsive and grounded in an
understanding af our commercial envionment. This
approach improves the transparency of our tax affairs
and allows Shell ta better manage its taxtelated risks
throughout the life cycle af each project.

Transparency is only really effective if all parties in
a country fallow the same disclosure standards.
Shell is a founder and board member af the
Exiractive Industries Transparency Initiative (EITI).
Consistent with the EITl requirements, we continue
lo advacote mandatory country-by-country global
reporting, as mast lax payments are made at

the corporate level to national govemments.

We support unified revenue reporting rules

and standards applicable ta all mulinationals,
imespective of their ownership or place af business.

Shell is actively involved in the revenue transparency
discussion and we are working with stakeholders ta
develop an approach that takes into account the
views of the relevant stakeholders involved, i.e.
industry, governments and civil society.
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DATA AND
REPORTING

Each year, we measure our
global performance and report
on the safety of our operations,
our impact on the environment and
our contribution to communities.

Our External Review Committee
assesses the report and offers

an objective view on our progress
in sustainability.

This section provides data on our
safety, environmental and social
performance for 2015, and an
opinion from the Committee.

Raai o= 3

_ Our office building in Singapore has been

m'

certified to meet green building standards.
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ABOUT OUR REPORTING

We began reporting voluntarily on our environmental and social performance with the first
Shell Report in 1997. We support transparency and share information and data in this report

and on our company website.

We also provide regular information to the Carbon
Disclosure Project, Dow fones Suslainability Index,
FTSE4Good Index and other organisotions thot
assess the economic, environmental ond social
performance of companies.

ABOUT OUR DATA

There are inherent limilations to the accuracy of
environmental and social data. We recognise that
our dato will be affected by these limitations and
continue to improve data integrity by strengthening
our infernal conlrols.

All nonfinancial data in this report are reported
on a 100% basis for companies and joint ventures
where we are the operator. Environmental data
pertain to our direc! emissions unless otherwise
stoted. We report in this way, in line with industry
practice, because these are the dala we can
directly manage and affect through operotionol
improvements. We refer to the number of

people employed or contracted on a

“fulHime equivalent” basis.

Operations acquired or divested during the yeor
are included only for the period of our ownership.
Our 2015 reporting does not include data from
BG Group. Other data are collected from external
sources, staff surveys and other internal sources

as indicated.

We only include data in this report that were
confirmed by the end of March 2016. If incidents
ore reclassified or confirmed, or if significant data
changes occur after preparation of this repor, they
will be updated in the following year's publication.
Dala marked in the social dota table come from
an internal survey completed by the senior Shell
representative in each country. The accuracy of
envionmental and social data may be lower than
that of data obtained through our financial systems.

ASSURANCE

We have clear standards and reporting requirements
for our health, safety, security, environment and
social peformance data. This is supported by
internal controls such as audit trails and statistical
checks to help ensure the accuracy of the Shell
Sustainability Report.

The External Review Commitiee of independent
experts helps to make sure our reporting is balanced,
relevant and responsive to stakeholders' interests.

Lloyd's Register Quality Assurance Lid has
provided limited assurance of our direct and
indirect greenhouse gos emissions data for 2015.
Limited assurance means nothing has come 1o
the auditor’s attention that would indicate that the
data are not correct.

Conversions into US and Canadian dollars are
based on the average exchange rotes for 2015.
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ENVIRONMENTAL DATA

SHELL SUSTAINABILITY REPORT 2015

ENVIRONMENTAL DATA
2015 2014 2013 2012 2011 2010 2009 2008 2007 2006

Greenhouse gas emissions (GHGs)

Direct total GHGs (million tonnes CO, equivalent) [A] 72 76 73 72 74 76 69 7S 82 88
Carbon dioxide (CO,} (million tonnes) 68 758 71 69 71 72 66 72 79 85
Methane (CH,) (thousand tonnes) 119 126 120 Q3 133 128 127 126 119 124
Nitrous oxide (N,O) (thousand tonnes) 1 1 1 1 1 2 2 2 2 2
Hydrofluorocarbons (HFCs) (tonnes) 18 16 17 23 22 23 25 23 28 24

Energy indirect total GHGs (million tonnes CO, eguiva|eni) [8] ] 10 10 Q9 10 Q9 Q9 n/c n/c n/c

Flaring

Flaring (Upstream) (million tonnes CO, equivalent) 11.8 13.0 7.4 77 100 104 7.8 8.8 Q7 143

Flaring (Upstream) (million tonnes hydrocarbon Aared) 500 3.8 2.1 2.3 3.4 3.6 2.6 2.8 3.4 4.8
Nigeria [C] 0.9 158 1.1 1.5 2.0 2.4 1.9 2.3 2.5 8.7
Rest of world [D] 2.6 2.5 1.0 08 1.4 1.2 07 0.5 0.9 ]

Energy intensity

Upstream excl. oil sands and GTL (gigajoules per tonne production) [E} 083 087 089 083 075 074 076 074 078 0.78

Oil sands (gigajoules per tonne production) [F] 5.8 63 65 66 64 68 66 64 57 53

Refineries: Refinery Energy Index [G] 954 949 0956 684 1008 101.8 1022 089 086 084

Chemical plants: Chemicals Energy Index Q1.6 903 898 Q1.7 908 893 920 3.0 926 92.5

Acid gases and VOCs

Sulphur oxides (SO,) {thousand tonnes SO,) 88 97 Q9 113 136 139 141 175 212 233

Nitrogen oxides (NO,) (thousand tonnes NO,) [H] 104 146 156 147 146 159 142 150 145 154

Volatile organic compounds (VOCs) (thousand tonnes) 125 151 80 89 129 147 126 130 148 185

Ozone-depleting emissions

CFCs/halons/trichloroethane (tonnes) 0.0 00 00 00 00 00 04 1.4 06 0.3

Hydrochlorofluorocarbons (HCFCs) (tonnes) 8 6 8 8 12 21 24 26 27 35

Spills and discharges [I] [J]

Sabotage spills - volume (thousand tonnes) [K] Jai? 2.7 2.2 8.8 1.6 30 140 6.5 3.4 1.9

Sabotage spills — number [K] Q4 139 157 137 118 112 Q5 115 197 123

Operational spills — volume (thousand tonnes) 0.8 07 09 21 60 29 14 88 35 39
Nigeria [L] 0.2 0.3 04 02 5.8 0.7 03 7.1 1.6 1.4
Rest of world 0.7 0.4 0.5 1.9 07 2.2 1.1 17 1.9 2.5

Operational spills — number 108 153 174 207 211 195 275 275 392 465
Nigeria [M] 16 38 31 37 64 32 37 42 5P 41
Rest of world 92 115 143 170 147 163 238 233 340 424

Hurricane spills - volume (thousand tonnes) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Oil in effluents to surface environment (thousand tonnes) 1.0 09 1.0 1.0 1.3 1.6 15 1.Z 1.6 1.8

Water

Fresh water withdrawn (million cubic metres) 186 199 198 203 209 202 198 224 235 n/c

Waste disposal

Hazardous (thousand tonnes) 455 5290 770 820 740 1,048 Q62 688 Q07 716

Non-hazardous (thousand tonnes) 1,680 1,674 2,065 2,295 1,850 1,079 1,139 096 1,809 1,154

Total waste (thousand tonnes) [N] 2,135 2,203 2,835 3,115 2,590 2,127 2,101 1,684 2,806 1,870

[A] Greenhouse gos emissions comprise carbon dioxide, methane, nilrous oxide, hydrofluorocarbons, perfluorocorbons and sulphur hexafluoride. The dala ore caleulated using locally reguloted methods where they exist.
Where there is no locally regulated method, the data are calculated using the 2009 APl Compendium, which is the recognised industry slandord under the GHG Protocol Corporate Accounting and Reporting Standard.
There are inherent limilations to the occuracy of such data. Oil and gas industry guidelines (IPECA/API/IOGP) indicate that a number of sources of uncertainty can contribute to the overall uncertainty of a corporate
emissions inventory. 2015 emissions are calculated using Global Worming Potential factors from the IPCC’s Fourth Assessment Repart. Dota for prior years were caleulated using Global Warming Polential factors from

the IPCC’s Second Assessment Report.

[B] These emissions were calculated using a marketbased approach in line with the GHG Protocol Corporale Accounting and Reporting Standard.
[C] Nigeria includes SPDC onshore opetations {0.8 million tonnes flared in 2015} and SNEPCo offshore operations (0. 1 million lonnes flared in 2015).

[D] Flaring from the Mojnoan field in Irag and from Malaysia amounted to 1.4 and 0.6 million tonnes of hydrocarbons respectively in 2015
[E] Since 2012 data are prepared in accordance with IPECA/API/IOGP guidance 2010. Data for prior years ore not directly comporable.

[F] The data include mining and upgrading operations. The data do not include inssitu production.

[G] Doto are indexed to 2002, based on Solomon Associates Energy Intensity Index 2006 methodology.
[H] Decrease in NOx emissions in 2015 was partially driven by the realignment of reporting boundaries with the IPIECA/API/IOGP guidance
[I] Al spill volumes and numbers ore for spills over 100 kilograms. Due to the rounding of numbers, spill volumes for Nigeria and rest of world might not odd up o the exact tolal volume of spills.

[1] As of the end of March 2016, there were two spills under investigation in Nigeria that may result in adjustments

[K] All sabolage- and theftrelated spills have occurred in Nigeria except in 2015 [0.005 thousand tonnes outside Nigeria), 2007 (0.7 thousand tonnes outside Nigeria) and 2006 (0.6 thousand tonnes outside Nigeria).

[L] Nigeria includes SPDC onshore operations and SNEPCo offshore operations. A single spill ot the Bonga field offshore Nigeria amounted to 4.8 thousand tonnes in 2011.

[M] Nigeria includes SPDC onshore operations {15 operotional spills in 2015) and SNEPCo offshore operations [one operational spill in 2015}

[N]In 2015, we sent wasle offsite for recycling or reuse, or sold close to 500 thousond tonnes of material that would otherwise have been disposed of as wasle.

n/c = not calculated.
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SOCIAL AND SAFETY DATA

SOCIAL AND SAFETY DATA

2015 2014 2013 2012 2011 2010 2009 2008 2007 2006
Fatalities
Total number 7 S S 8 6 12 20 26 21 37
Employees 1 3 0 3 1 0 1 2 1 2
Contractors 6 2 5 5 5 12 19 24 20 35
Fatal accident rate (FAR) 1.11 074 079 132 096 1.56 218 34 3.1 5.6
Fatalities per 100 million working hours ([employees and contractors)
Injuries and process safety incidents
Total recordable case frequency (TRCF) 094 099 1.15 126 124 1123 1.4 1.8 1.9 2.1
Injuries per million working hours (employees and contractors)
Lost fime injury frequency |LTIF) 0.26 028 036 034 036 035 04 06 07 038
Lost time injuries per million working hours (employees and contractors)
Operational Process Safety Events
Tier 1 [O] 51 57 65 91 n/c n/c n/c n/c n/c n/c
Tier 2 [O] 169 194 246 308 n/c n/c n/c n/c n/c n/c
llinesses
Total recordable occupational illness frequency (TROIF) 0.60 096 077 051 066 076 06 1.2 1.5 1.8
Ilinesses per million working hours (employees only)
ElSecurity
Using armed security (% of countries) 19 24 19 17 14 9 17 17 16 15
Using armed company security (% of countries) 1 1 3 0 1 1 1 1 2 2
Using armed contractor security (% of countries) 8 10 8 10 9 6 10 Q 12 Q
Gender diversity [P]
In supervisory/professional positions (% women) 280 290 288 28,1 273 263 264 247 246 232
In management positions (% women) 200 210 188 182 176 170 161 153 177 162
In senior leadership positions (% women) 19.0 182 172 162 166 153 140 136 129 116
EStaff forums and grievance procedures
% countries with staff access to staff forum,
grievance procedure or other support system 100 100 100 100 99 100 Q9 100 100 99
EChild labour (% countries with procedures in place)
Own operations 100 100 100 100 100 99 98 100 99 Q5
gj;:l‘i’::“ J00 100 100 100 97 9% 97 99 gg gg
GEForced labour {% countries with procedures in place)
Own operations 100 100 100 100 100 99 98 n/c n/c n/c
Contractors and suppliers 100 100 100 100 97 95 89 n/c  n/c  n/c
Integrity
Code of Conduct violations [Q] 217 267 181 209 226 205 165 204 361 n/c
@Contracting and procurement
Estimated expenditure on goods and services in lower-income countries
($ billion) [R] [S] 6 14 12 14 12 13 12 12 13 10
Social investment [T]
@Estimated voluntary social investment (equity share) ($ million) 122 160 159 149 125 121 132 148 170 140
®Estimated social investment spend (equity share) in lower-income
countries ($ million) [U] 43 78 74 67 45 61 54 61 65 n/c

[O] Process salely events are classilied based on guidance from the IOGP and API. In 20135, there were 28 Tier 1 and 17 Tier 2 sabolage reloled evenls.

[P] Diversity data obtained from our human resources system.

[Q] Code of Conduct violations represent the number of reported incidents in the Shell Global Helpline (excluding queries or customer service queries), which have been investigated and closed during the relevant

period and where allegation was found to be {at least partially) trve.

[R] Estimated expendilure in counlries where gross domestic product omounts lo less thon $15,000 a year per person (source: UNDP Human Development Index 2015). In 2015, the UNDP index update no longer

includes some of the countries in which Shell invests, which impacls on our reported spend omount.

[S] From 2013 onwards, this figure only includes the amount spenl on goods and services by Shell group companies.
[T] Social investment spending varies from year ta year depending on business climate, locations and type of activities under way. This is voluntary social investment ond does not include social invesiments made
through contractual agreements with host governments, voluntary work by Shell employees and donotions of equipment.
[U] Estimated voluniary social investment spending in countries where gross domeslic product omounts 1o less than $15,000 a year per person (source: UNDP Human Development Index 2015). As the countries
included in the UNDP index change, this affects our spend numbers. In 2015, the UNDP index update no longer includes some of the countries in which Shell invests, which impacts on our reported spend amount.
@ Social invesiment and conlracling and procurement data collected via our financial system since 2007.
B Dalo obtained from on intemal suvey completed by the senior Shell representative in each country

n/c = nat colculoted.
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EXTERNAL REVIEW COMMITTEE

In 2005, Shell established an External Review Committee (ERC) to help evaluate the quality
and credibility of the annual sustainability report and to recommend improvements to our

sustainability performance.

Members of the ERC come from a range of
professional backgrounds, but they share the
following experlise and experience:

» globally respecled, independent, pragmatic
in their approach;

= familiar with, and able to convey, the
perspectives of Shell stakeholder groups
or are experts in the main sustainability
challenges that Shell faces;

m broadly representative of regions of strategic
importance to Shell;

= reasonably familiar with the oil and gas industry,
Shell, and related sustainabilily issues; and

= capable of adding fresh perspectives to
Shell's thinking and reporting on sustainability.

Committee members are asked to serve for three
years, with two or three new members appointed
each year. This is long enough to develop the
necessary understanding of the issues and process,
without diminishing the independence or external
perception of independence crilical to the ERC's
effectiveness. The intention is that the Committee
should bring a balance of experience and
perspeclives.

ERC RECOMMENDATIONS IN 2014
Each year, the ERC is asked lo present its
independent opinion on the Shell sustainability
report. Below is an example of some of the
recommendations included in the ERC's letter

in the Shell Sustainability Report 2014 and
Shell's response. The ERC recommendations
have been fundamental in shaping this

current report. (See table).

ERC RECOMMENDATIONS AND OUR RESPONSES

ERC recommendation in 2014

The ERC would like to see Shelldisclose how the energy
iransition will further impact the company’s business
strategy, influence its targets and determine its fulure actions.

The ERC believes the report should more clearly describe
how Shell's methane emissions compare to the studies
performed, and the plans Shell has in place to reduce its
methane emissions.

In Nigeria, Shell's efforts to reduce theft and sabotage
are clearly described in the report and demonstrate the
company’scommitment lo improve operational standards,
even in a challenging context. The ERC encourages Shell
to further disclose its progress in this area.

How Shell responded in the 2015 report Pages
A dedicated section describing Shell's 1010 21
view and aclions in relation o the energy

transition has been introduced.

We have included more detail on our 27 and 28
efforts to reduce our methane emissions

and on our progress in reducing flaring.

A summary of our progress is included on 24 and 25

the different aspects of spill remediation.
It also highlights the safety and security
challenges that our employees face,
which slows the pace of this work.
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External Review Committee:
(clockwise from centre front)

1. Seema Arora {Chair), Executive Direcior,
Confederation of Indlian Industry, India

2. John Gardner, Vice President and Chicf
Susiginatzility Officer, IHovelis Inc, UK

3. Reidar Kvam, Global Lead, Secial sustainability
and standards, World Bank, Nornway

4. lavinia Hollanda, Head of Research,
FGV Energia, Brazil

5. Mark Brownstein, Vice President, Climate
and Eneigy Prograrn, Environmenial Defense
Furd, USA

6. Ed Whiltingham, Executive Direclor,
Pembina Institute, Canada

7. Bernice Lee, Head of Climate Change
and Resource Security Initiotives,
World Ecerormic Ferum, Horg Kong

REVIEW PROCESS

The Commitlee meets in person three times annually
{in The Hague, the Netherlands), and on other
occasions by teleconference. It holds meefings
with Shell senior management, including Shell’s
Executive Committee, to discuss Shell's approach
to sustainability and our reporting. VWhen reviewing
the sustainability report, the ERC focuses on three
main queslions:

® Has Shell selected the most important topics for
the reporte

= How well has the report dealt with these topics
and responded to stakeholder interests?

s Has Shell provided sufficient information and
access for the ERC to do its job effectively?

This review does not include the verification of
performance dala in the sustainability report, or the
information on which the case studies in the report
are based. Separately, the ERC provides Shell with
its observations on the company’s strategy and
sustainability performance.

To acknowledge the ERC's time and expertise
an honorarium is offered, payable either to the
individual members, their organisation or their
charity of choice. They are also offered
reimbursement for their expenses.
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ERC OPINION

The External Review Committee (ERC or the Committee) is pleased to share its independent
opinion on Shell’s 2015 Sustainahility Report (the report).

The ERC recognises that the report has improved
considerably compared with previous years in both
tone and cantent, with significant impravements in
its structure, flow, design and readability. The ERC
believes the report covers the issues most relevant
ta Shell and its siakeholders. It is helpful that the
2015 report includes a section summarising action
taken on some of the issues identified in the 2014
ERC letter.

The ERC's engagement with Shell’s senior leadership
during the 2015 report cycle was well structured;
this has enabled the ERC 1o better understand
Shell's current thinking on its business strategy

and sustainability. The report more clearly reflects
the social and environmental challenges and
opportunities facing the energy indusiry than

in previous years, although the ERC feels there

is further room for improvement.

ENERGY TRANSITION

AND CLIMATE CHANGE

The report outlines Shell's approach 1o the energy
fransition and how it is preparing for the transition to
a lower-carbon world. In our view, the report does
not adequately convey the urgency of this transition
in light of the 2015 Paris Agreement 1o keep the
global temperature rise well below 2 °C above
preindustrial levels and to pursue efforts o limit it to
1.5 °C. The ERC encourages Shell to disclose more
precisely how its sirategy aligns with this global
ambition and fo provide more disclosure on Shell's
thinking on the role of natural gas and other fossil
fuels) beyond 2050.

In terms of technological choices, for example,
the report oullines Shell invesiments in carbon
caplure and storage {CCS), transportation
alternatives based on hydrogen and biofuels,
and even renewables. Yet it is not clear whether
these efforts are being pursued with the urgency
and scale required to meaningfully shift Shell's
aperdations in the limeframe implied by the

Paris Agreement.

The ERC encourages Shell to more clearly
articulate shor- and medium-erm (up fo five years)
and longerterm {(five to 20 years} goals detailing
a robust and comprehensive low-carbon
transition siralegy.

NATURAL GAS AND METHANE

The ERC welcomes the inclusion of a separate
section on methane and the descriptian of Shell’s
actions to control these emissions. As cited in the
report, the IPCC estimates that methane makes up
about 20% of man-made greenhouse gas emissions

on a CO,-equivalent basis. The ERC also notes
that the il and gas supply chain from production,
transmission and distribution is the largest industrial
source of these emissions. In light of Shell's declared
strategy to increase its focus on natural gas, the ERC
believes that the report undersiates the magnitude of
the climate problem posed by methane and the risk
this represents 1o Shell. The report would benefit
from greater clarity on how managing methane
emissions and the related risks within its operations
are reflected in Shell's business strategy.

In future reports, the ERC encourages Shell to
include more detail on improvements undertaken
in measuring and assessing emissions; the steps
required to reduce these emissions including
specific targets, and the role Shell is playing in
advancing legal and regulatory policies that
support methane reductions.

ALASKA

In recent years, the ERC has raised various questions
about Shell's exploration work in Alaska, for
example, urging Shell to communicate how different
risk factors are considered in a balanced manner.
The 2015 report explains that the ullimate decision
lo cease Alaska exploration was based on the
failure to find hydrocarbons. The report also
acknowledges the many challenges Shell
experienced in respect of Aloska operations over
the last few years, including the high operating
costs, increased opposition from environmental
groups and others, as well as the unprediciable
regulatory environment. The ERC thinks it would
help stakeholders to hear more about how the
different financial and noninancial risk factors were
considered over time and how the company will
apply learning from Alaska 1o ongoing investments
in the Arctic and other sensitive regions.

OIL SANDS

The ERC believes haliing construction of the
Carmon Creek oil sands project warranted
additional explanation. Future reports might include
further discussions on the evaluation and balance
of technical and nontechnical risks for controversial
aclivilies such as oil sands development. This
could also include discussions on how Alberta’s
new oil sands emissions limits = which Shell publicly
supported — may impact Shell's future operations.

NIGERIA

In 2015, Shell recorded seven fatalities in four
separate incidents in their Nigeria operations.
Once invesligations are completed, the ERC urges
Shell to disclose the measures undertaken to
reduce the risk of future events.
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The ERC appreciales the complexity of oil leak
clean-ups in Nigeria, but encourages Shell to be
more transparent in the timing of the remediation
programme commilied to by the Shell Petroleum
Development Company of Nigeria joint venture
to implement the United Notions Environment
Programme report recommendations.

TARGETS AND GOALS

For several years, the ERC has encouraged Shell
to include sustainability targets and goals in its
reporting to demonsirate its longterm ambition

and corresponding management focus. The ERC
welcomes the inclusion of the new section on
reporting against aspirations in the 2015 report
which lists goals, performance and plans for 2016
and beyond. The ERC suggests that the report also
provides information on the process and the crileria
for selecting the reported aspirations, including their
standing in Shell's materiality assessment. The ERC
suggests that future Shell reporting includes a more
comprehensive fist of targets and goals, analysis

of performance trends and action taken where
performance is below target.

SOCIAL PERFORMANCE

The ERC acknowledges strong improvement in the
clarity of reporting on Shell's social performance
in the 2015 report. For example, the report makes
a much clearer disfinction between a rightsbased
approach to risk management and providing
opportunities 1o local communities and other groups
than in the past. Also, the detail provided on Shell
communily social investment efforts combines well
with descriptions of the work of the Shell Foundation,
providing a broader understanding of impact.

The ERC hopes fo see conlinuing emphasis in the
report on this area, which can be strengthened
further with more robust indicators and data
related to social performance.

CONCLUSION

The Commitiee recognises the progress in the
2015 report, particularly the response 1o the ERC's
recommendations from previous years. In future
reports, the ERC would like to see a more strategic
conversation on the role of fossil fuels as the world
pursues efforts to limit global warming 1o 1.5 °C,
and the challenges posed by volatility in the market
price of oil. In the 2016 Sustainability Report,

we anlicipate commentary on the acquisition

of BG Group and how this will impact Shell’'s
suslainability strategy.
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Following is a list of links to find more information about topics included in the sustainability report.

INTRODUCTION

02  Topic selection for 2015 An overview of our work in sustainability:
www.shell.com/sustainability
04  About Shell An overview of Shell’s business:
www.shell.com/about
09 Embedding sustainability into projects Information about our impact assessment process:
www shell.com/impactassessment
THE ENERGY TRANSITION
n The energy future Our work in cleaner energy, future transport, cities and the Shell Scenarios:
www shell. com/energyfuture
14 Addressing climate change Shareholder resolution in 2015:
www shell.com/ghg
16 Natural gas Our natural gas story:
www.shell com/naturalgas
18 Research and development Areas of innovation:
wwwi.shell.com/innovatingtogether
19 Carbon capture and storage (CCS) Our CCS projects:
www.shell.com/ccs
20 Lower-carbon alternatives Innovations in lower-carbon transport:
www.shell.com/futuretransport
MANAGING OPERATIONS
24 Our activities in Nigeria For more information aboutwork in Nigeria:
www.shell. com.ng
26  Tight gas and oil Shell’s onshore operating principles:
www.shell.com/operatingprinciples
29  Oil sands Oil sands information on water use, recycling, reclamation and our work
with indigenous communities:
www.shell.ca/oilsands
OUR PERFORMANCE
32  Safely Our approach to transport safety:
www.shell.com/roadsafety
36 Environment Our greenhouse gas reporting:
www.shell.com/ghg
41 Shell Foundation Shell Foundation’s Enterprise Solutions to 2030 report:
www.shellfoundation.org/2030
WORKING TOGETHER
43 Living by our principles The Shell General Business Principles and Code of Conduct:
www.shell com/values
45 Collaborations Our Carbon Disclosure Project submission:
www.shell.com/ghg
46  Contractors and suppliers Supplier qualification criteria:
www.shell.com/supplier/qualification
47  Joint ventures Our work with partners featured in the Shell magazine, Shell World Joint Ventures:
www.uae.shell.com/shellworldjointventure
47 Our people Shell’s history and purpose:
www.shell.com/whoweare
Our Shell global helpline:
www.shell. com/globalhelpline
49  Tax and transparency Our revenues for governments:
www.shell com/payments
DATA AND REPORTING
51 Our reporting How we report our greenhouse gas emissions:

52/53 Environmental, social and safety data

www.shell.com/ghg

Interactive data tables:
www.shell. com/performancedata
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SHARE YOUR OPINION

If you have any views on issues described
in this report, or on the report itself, please
email us at: susicinabililyrepor@shell.com
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All our reports are available at Download our apps at Check our latest news

http://reports.sheil.com www.shell.com/mobile_and apps @Shell

u Comprehensive financial information s Company news m Follow @Sheil on Twitter
on our activities throughout 2015 m Service-station locations u www.facebook.com/shell

u Detailed operational information
including maps

= Report on our progress in contributing
to sustainable development
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CONTENTS

COVER IMAGE

The cover shows how celloborations
ond discussions with-communities,
customers and pariners woildwide
help Shell previde more and cleaner
energy solulions

DIGITAL

1he Susicsinability Report hus imoved to
an online digitol repont

reports shell com The digial varsion
includes futther information such as an
interactive GRI index o enhance
usability for ang' the experience of the
reaclers of the reporl. I the event of
any cenllict, discrapancy or
inconsistancy betwaen the digilal
repou and this hardcopy report of the
Sus'amobility Report then the
inlermation contaned m the digital
report will prevell, This hardeopy
report is provided for the readers
convenience only

NEW LENS SCENARIOS

This publication contains dota frem
Shell's IMew Lens Scenerios. The IMew
Lens Scenarios are o part of an
ongoing process used in Shell for 40
vears 1o challenge execulives’
perspeclives on the fulure business
environmenl. Wa base' them on
plausible assumptions and
quantifications, and Ihey are designed
lo sireteh management 10 also consider
evenis Ihal moy only be remolely
possible. Scenarios, therafors, are not
interded to be predictions of likely:
fulure avents or oulcomes and investcis
should ot rely on them when making
an invesiment decision with regard 1o
Royal Dutch Shell ple securilies

1 1s impedant Ioinore that Shell's
existing poilolic has been decades i
development. While we believe our
porticlio is rasilian under o wide
1nge of oullooks, including the IEA's
450 scenorio, it includaes 085015 across
a spectrum of ensrgy inlansilies
including some with above —average
intensity. While we seek to enhance
our opaialions’ averoge energy
intensily hrcugh both the developmen
of new projecis und. divestments, we
have no ‘mmediate plans to mave to a
nel-zere erissions poifolio ovar our
mvestmen! horizon of 10-20 yeors
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CAUTIONARY NOTE
The compunies i which Royal Dutch Shell ple directly ond
indireclly owns invesiments are seporate legal entities. In this
raport, *Shell”, "Shell group” and “Rayal Dulch Shell* ore
sornelimes used for convenience where references are made ro
Roy:of Dutch Shell plc and ils subsidiares in general. Likewvise, the
words “we’, "us” ond “cur” are also used to refer to subsidiaries in
genercl or 10 lhose who work fcr them. These: expressions are dlso
used where no useful purpose is served by idennfying the particular
company or componies. Subsidiarios”, “Shell subsidiaries” und
Shell companies” os used in this publication refer 1o companiss
ove’ which Royal Dutch Shell ple aither directly ar indirecily has
conrel. Enthies and unincorporated orrangemenls over which Shell
has joint control cie generally referred o s ‘joint venluras” and
“|oint operclions” iespaclively. Enlines over which Shell has
significant influence but naither control nor jaint conltrol are ceferred
16 as “ussccioles’ . The lem “Shell nterest”™ is used for convenience
10 indicale the direct and /ot indirect {for example, through our
23% sharehclding in Woodside Patrcleum Lid.} ownership irtorest
held by Shell in u ventuis, parinership ¢i company, alter exclusion
of oll third-party interest
This report contains forviard-ooking stalenients concemirg the
linancial condilion, resulis of operations and businesses of Royal
Duich Shell. Al statements other than statements of histcrical fact
are, or may be deemed 1o be. forwardioking statements
Forward-ooking siatements are slolemens of future expesralions
that are bused on menegement's cunert oxpectations und
assumptions and involve knewn and usknewn sigks ancl
uncedainties thot could cause actual resulls, perfcrmance or events
1o difler materolly frem those evpressed or implied in these
sictements. Forward-looking statement: nclude, among other
things, sialemants concerning tha potential @xposure c? Royal Dutch
Shell 1o morket ushs and siatements’ expressing managemert's
expectolons, beliels, estimates, forecasts, projections and
osstmplions. These forv.ardHooking stalements are identilied by
their use of s and phrases such as “unticipete’, “believe
“could”, “estimale”, “expect’, “goals”. ‘inlend”, may’
“objectives”, “autlook”, “plan”, “probxably’, “project”, "nsks
“schedule”, “seek’, “should”, "target”. “will" and similui lerrs and
phrases There are o number of facore that could affect the futuie
onaraiions of Royal Dutch Shell and ceuld cause thase resulis 1o
differ matetially from those expressed in the lorwaidlocking
sialements included in ihis report, mcluding |without limitaiion)
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lal price fluctuations in crude oil ond natural gas; (b} changes n
demand for Shell's praducls, c] cuirenzy fluctualions, (d} drilling
ond production resulls, 8) reserves estimates; (I} loss of market
share andl indusiry compehtion, g} environmental and physicol
risks; |h] nsks asseciated wilh the ‘identiication &f suitable potentiol
acauisition properties and targets, and success‘ul negeliotion and
completion of such transactions; (i} the risk of doing businass in
developing counlries ond couninias subjec! 1o ntermational
sanctions, [j) legislative, flscal and regulatory clevelopments
including regulatory measures addressing climale change. (k)
econamic and financial market condtions in various countries an
teglons; I} pdilicol nsks, including the risks of @xeropration anc
renegotiotion of the terms of contracls with governmental entitics,
delays of advancements in the apgroval of projects and deleys in
lhe reimbursement far shared costs; cndl (m} changes in trading
conditions. No assurance is prowidert that fulvie dividend
payments “aill malch or exceed crevious dividend payments: Al
forwarcHowking statements contained in his repotl are expressly
qualified in ineir entirety by the cautionary slatemenls contained or
referred 1o in Ihis section Readers should not ploce undue reliance
on forwarctooking «lotements Addianol nisk factors thot may
affect tulure resulls are contoined in Royal Dutch Shelfs 204 for the
yeor ended Dacember 31, 2016 lavalable ol ww shell com/
invesior and vaw.sec gov). These nisk fagars olso expressly
qualify oll forwarcklcoking statements contained i this repert ond
should be considered by lhe 1eader Each forwardiooking
slarement speoks only as of the dale of this report, 12 April 2017
Neither Royal Duich Shell ple nor any of its subsichones undertake
any obligiotion to publicly update or revise any forwarddooking
slatemenl as a result of new information, fulure evenis or other
information. In light of theee ks, 1esulls could differ materiully hom
those staled, miplied cr inferred from the forward-looking
slatemenis contained in thus repert

This rgport contains references to Shell’s website. These refarences
ora for the readers comenience caly Shell is nol incorseroling by
leference any infoinalien posled on www.shell con

We may have used cailain terms, such as resources, in this raport
Ihal the Uniled States Securities and Exchange Commnission [SEC)
sinctly prohibits us from mcluding m our filings with the SEC. US
Investors are urqed 1o considar closely the dlisclosura in our Form
20, File [No 132575, avallable o the SEC website
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INTRODUCTION

Welcome to the 2016 Shell
Sustainability Report, which covers
our performance in 2016 and
significant changes and events
during the year. The report includes
an introduction from Shell’s Chief
Executive Officer Ben van Beurden
and an opinion from the External
Review Committee.
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INTRODUCTION
FROM THE CEO

“We need to fulfil the
growing demand for
energy, with more
natural gas and
cleaner energy
products.”
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In 2016, the world took significant steps lowards
building a low-carbon energy future. The United
Notlions (UN| Paris Agreement and the UN's
sustainable development goals came into force, selling
new largels for tackling climate change, promoling
sustainable economic growth and providing access to
modern energy.

It was also o significant yeor for Shell. Against o bockdrop
of low oil prices, we acquired BG, which added lo our
operalions ond opportunilies in noturol gos, the cleanesl-
burning hydrocarbon, and in deep waler.

As part of a refreshed business sirategy, we sel longterm
environmenlal ond social ambitions: to reduce our carbon
intensily and o deliver shored volue for sociely. This
includes crealing jobs and investing in communities. But

it also means providing more ond cleaner

energy solutions.

ENVIRONMENT AND SAFETY

In 2016, we reduced greenhouse gos [GHG) emissions
from the facilities we operate, even with the addition of
BG prolects lo our portfolio.

We achieved this portly by reducing flaring in our
operalions and through our Quest project in Conodo,
where we salely caplured and stored deep underground
more lhon 1 million tonnes of carbon dioxide (CO2) from
our oil sands operations. The sole of some of our
businesses also contributed o the reduction.

Our goal is to work without causing harm to people and
the environmenl, However, we hod three fololities in
2016, which is unacceplable. Our company must
conlinue ils efforts to ensure safely wherever we work, We
must encourage stalf and contraclors to be oler! 1o their
own salely, to core oboul the safely of their colleagues,
ond to look out for any potential sofely risks in ofl our
operalions, however small.

Overall, we conlinued to reduce the number of process
safely incidents in our operalions, such as leaks or spills of
hazardous malerials.
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SHAPING SHELL

Our business slrategy includes crealing o world<closs
invesiment cose for shoreholders and strenglhening our
leadership in the ail and gos indusiry, while positioning the
company for growth os the world transilions lo o low~
carbon energy system.

From 2017, employee bonuses, including those of Shell's
Executive Commiltee, will also reflect our progress in
managing GHG infensily, in porticulor CO2 ond methane.
Here, we will focus on three operotional oreos: refining,
chemicol plants ond flaring in upstream projects.

The choices we moke to shope our porifolio should take
into account the shift to o world of lower GHG emissions.
We will specifically consider the carbon intensity of
projects when toking decisions about which assels we
decide o invest in.

In 2016, we created o New Energies business lo continue
lo explore investment opportunities in oreos including
biofuels, hydrogen and renewable energy. This business
will olso look for opportunities in energy solutions thot
combine wind and solor power with gas, for example,
ond new woys lo connect customers lo energy.

ENABLING THE ENERGY TRANSITION

The Paris Agreement hos set largels for lackling climate
change. | wonl Shell 1o promote and ploy o role in the
energy fransition lo o low-carbon fulure when there is clear
commercial value. A world of net-zero emissions of GHGs
is both lechnicolly ond economically feasible lowards the
end of the cenlury, according lo our Scenarios leam,
which considers possible futures.

Government policy will be critical to creating the
condilions for making the transition lo cleaner energy
across oll seclors of the economy commercially possible.
Shell continues 1o coll for effective governmentled carbon-
pricing mechanisms, which would suppor! the commercial
development of technologies thot can reduce emissions,
such as carbon caplure and slorage.
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We are currenlly working with same counlries to help them
shape Iheir energy future, For example, we are helping
policy makers in the Netherlands in their efforls to explore
the energy mix the counlry would need to reduce ils

GHG emissions.

it Is also important That we work with coalillons, both
within indusiry and more broadly, to help meel the
challenge of climale change. In late 2016, for example,
we were one of 10 oil ond gas companies that jointly
pledged la invest $1 billion in lechnologies with the
potentiol 1o reduce GHG emissions. We are o founding
member of the Energy Transilions Commission thal brings
logelher energy companies, investors, public ond
acodemic inslifulions, and foundations.

SHARED VALUE

What is shored value? Our work ol Shell helps lo creale
jobs. We pay laxes, inves! in communilies close lo our
aperatians, develop local supply chains and train

lacal people.

But thal is not enough. We need to build on Ihis lo fulfil the
growing demand lor energy, with more natural gos ond
cleaner energy praducts. There are still more than 1 billion
people withoul access lo electriclly; those who use bosic
materials, such as firewoed, far heating their homes or
cooking meals.

Shell has a par 1o ploy in Improving access to energy.
We con offer new supply madels for communities that are
underserved, where sufficient commerclal value s
ovalloble. For example, we con provide cleaner energy

solutions, by affering energy powered by @ cambinollon
of nalural gos ond renewable energy. Tha! is why we
have made crealing shared value @ slrategic ospiration
for Shell.

THE 2016 SUSTAINABILITY REPORT

This Suslainability Repor! details our social, safety and
environmental performance during 2016, Once again,
we appreclote the inpul of lhe External Review Commilee,
which consists of leading sustainability experts, as we
develop our thinking in this area. They also ploy an
Imporiant role in developing our reporling.

Shell is a tounding member of the UN Global Compac!
that aims la promote environmenlol prolection, human
rights, batler fabour praclices ond anli<orruplion stondards
through good corporale governance.

Today, we conlinue o build on tho! wark as we reshape

our company and wark with athers lo help deliver the
ensrgy lhol the world needs

Ben von Beurden
Chief Execulive Officer

SHELL SUSTAINABIUTY REPORT 2016 INTRODUCTION 05
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[ The Shell Sustainability Report 2016 focuses on the key

TOPIC
SELECTION
FOR 2016

sustoinobility challenges the company faces and
explores the mony ways that we ore responding. The
lopic selection identifies the susiainability subjects that
ware relevan! or prominent in 2016.

Each year, we use a siructured process 1o select the
reporl's conlent and confirm ils validily. Ve engage with
various groups ond individuals to understand specific
concerns about our business and ils impacts around the
world, particularly in relation 1o the environment

and sociely.

This includes speaking with community representalives,
business parlners, customers, non-governmental
orgonisolions, inveslors, the media, ocodemics,
contractors and suppliers, ratings agencies and members
of the public. We also Ialk 1a teams within Shell. We
gather opinions and advice in various ways including
formal and informal meelings, workshops and online
surveys. We also considered the acquisition of BG in our
lopic selection. Given the exlent of the similarities between
the iwo companies, particularly our working practices,

safely standards and conlrols, and global porifolio in deep
water and liquefied natural gas, the review did not lead to

any new lopics being added o the report.

We have listed the selected topics in alphabelical order
rather than prioritising them. The topics consistently ranked

as of high importance in 2016 were energy transition and

climale change; we have seclions dedicaled 1o
these lopics.

Topic selection diagram

SIGNIFICANCE TO
STAKEHOLDERS

8 Externul Review Commillea’s previous
opinion laller

Civil society diologues

Stakeholder relations review

Global media review

Investor faedback and indexes

Reader feedback and social media
Reputation lracker survey

Wabsila visits

Raport reviews by specialist organisalions

SIGNIFICANCE IN
SUSTAINABILITY CONTEXT

Rasulling topics are considered in their
brouder sustoinability context based on:

8 World Energy Outlook

WBCSD Vision 2050 repor!

Shell business environmenl oullook

Sustainability reporting guidelines and slandards

Intergovernmental Panel on Climate Change
Fihh Assessmenl Report

THE MAIN STEPS INVOLVED IN
SELECTING THE TOPICS ARE:

Step 1: identilying and underslanding lapics that
are important to our slakeholders;

Step 2: identilying topics that are imporlant lo
Shell’s business strategy;

Step 3: collating all the tapics identified as of high
imporlance by aur siokehalders = these lopics
determine the report's content;

Step 4: identilying the topics for 2016 that will be
covered elsewhere on www shell com;

Step 5: submitting details of the lopic selection
process for review and approval by the Exlemal
Review Comrnillee: lo ensure that coverage is
balanced, relevant and complele; and

Step &: informing Shell's Executive Commiltee of the
chosen topics, for their endorsement.

We repor! in accordance with the Global Reporting
Initiative (GRI) version G4 and in line with the oil and gos
industry guidelines developed by IPIECA - the global oil
and gos industry assaciation for environmental and social
issues. We also use the guidance on volunlary reporling
from the American Petroleum Insfitute and the Internolionol
Associalion of Qil and Gas Producers.

INCLUDED ON
WWW.SHELL.COM

NOT
REPORTED

=

~ SIGNIFICANCE TO
* SHELL STRATEGY

w Financiol risks

m Reputation risks

m Sustainability prionilies
m Key projects
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The GRI content index is ovailable under GRI Index. Shell  More detailed information about Shell’s approach to

supports the United Nations Globol Compoct and its sustainability, our processes and work around the world is
10 principles covering human rights, labour, the available on www shell.com. Links to specific topics
environment and anti-corruption. Sections of this discussed in the report are published al the end of the web
sustainability report cover Shell's performance in 2016 pcge under “More on other Shell websites”,

across these areas. We continue to follow the progress of
the United Nations' sustainable development goals through
our membership of IPECA, and have pravided an
overview of our activities in relation to some of these goals
in this report,

Index to material topics in this Sustainability Report

Climate change and energy transition Page Environmental impacts and management Page

Carbon caplure and storage 22 Environment 43
Flaring 20 Environmental performance 45
Lowercarbon alternatives 28 How sustainability works at Shell 10
Natural gas 24 Living by our principles 56
Our greenhouse gas emissions 20 Reporting against aspirations 10
Our work to address climate change 18 Sensilive areas and oceans 44
Research and development 26 Spill prevention and response 34
Sustainable development goals 12
Embedding sustainabllity into projects 53
Collaborations 60 Safety 40
Environmental partners 58 Safety performance 41
Investing in communities 50 Security 43
Listening and responding 48
Social partners 59
Social performance 48 Areas of impact Page
Decommissioning and restoration 37
Measuring the impact of earthquakes in Groningen 38
Oil sands 35
Our business partners 64 Our aclivities in Nigeria 33
Our executive scorecard 12 Shales 36
Our people 63
Sustainability governance 14
Tox and transparency 65
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NN Royal Dulch Shell plc is an infernational energy

ABOUT SHELL

company with expertise in the production, refining ond
markeling of oil and natural gas.

Shell is one of the world’s largest independent energy
companies in terms of market capilolisation, operaling
cash flow ond production. The company explores for oil
and gas worldwide, both from conventional fields and
from sources such as shales and deep woter, We work lo
develop new oil ond gas supplies, and hove a global
network of refineries and chemical plonts, Shell transports
and Irades ail, gas and other energyrrelated products,
such as carbonemission rights, and continues to invest in
new business models in renewable energy enabled

by digitol technology. We serve around 30 million
cuslomers every day through our global network of
43,000 Shellbronded refail sfations.

OUR BUSINESS STRATEGY

Our siralegy seeks lo create a werld<lass invesiment case
for shareholders. This strategy is underpinned by Shell's
oullook for the energy sector and the need lo adapt lo
substantial changes in the world around s, Rising global
population and slandards of living should continue to drive
demand growth for oil and gas for decades lo come. Al
the some lime, there is a transilion under way fo: a lower-
carbon energy system, o world with increased customer
chaice, ond conlinued energy price volotility, Safety and
environmental and social responsibility are al the heart af
our aclivilies and continue lo be o driver for our

slrategic ambilions.

In February 2016, Shell completed the acquisition of BG,

adding significantly to our aclivities in liquefied natural gos
(NG| worldwide and deepwater oil and gas production

in Brazil,

At the end of 2016, the underlying operaling cost of the
combined group was below $40 billion, lower than that
used o run Shell previously, and 2017 is expecled lo be
lower again. After the acquisition. Ihree-quarlers of BG
employees have moved Io a role in Shell.

BG AND RESHAPING SHELL

Delivering the BG deal required swift and effective
infegration in 2016, while learning from Iheir best
working praclices.

A leam made up of employees from both companies
idenlified more than 100 different practices, for
example, engineering standards and conlraclor
requirements, that were incorporaled into Shell’s
aperaling model.

Staff at all farmer BG facilities, which are now
operated by Shell, have reviewed their heallh, safety,
securily, environment and social performance
JHSSE&SP) plans against Shell’s HSSE&SP Control
Framewark, and now comply with the Shell framework
or have plans fo close any gaps.

BRAZIL GROWTH

Brazil has been key to Shell for over a century and,
since the BG-Shell combination, is now a bigger port
of our porifolio.

08 INTRODUCTION SHELL SUSTAINABILTY REPORT 2016

IN 2016, SHELL
n produced 3,668 thousand barrels of oil
equivalent per day in 2016

= sold 57.1 million tonnes of ING

# used araund 9.5 billion liires of biofuels in
pelrol and diesel we sold in 2016

® produced 1,232 gigawatt-hours of
energy from its wind business; mainly in the
USA and the Netherlands

= invesled $26.9 billion in capital projecls
around the world

Shell hos four strategic ambitions:

® create o world<lass invesiment case, by reshaping Shell
to grow free cash flow per share and increase our
returns, all underpinned by o conservative financial
framework;

a reduce our corbon infensily os part of the energy
transition by shaping our porffolio and business slralegy
to ensure Shell's resilience for the future; looking at cost-
effective ways lo manage greenhouse gas emissions
(GHG| and the commercial opportunities these solutions
bring; and linking remuneration for all employees fo the
managemenl of GHG emissions;

®m mainlain a position af leadership and influence in our
industry and have the largest value share omang our
competitors; and

@ creale shared volue by working with communities,
countries and global organisalions. We invest in
communities living close lo our operations, dzvslep
local supply chains, creale jobs and train local people.

Shell has a diverse operaled and nan-operated
portfolio in Upstream in Brazil - including exploration
and production equily in several deepwater fields. Our
Downsiream foolprint includes: Shell's largest
invesimenls in biofuels globally thraugh its Raizen joint
venlure; a lubricants blending plant and o 17% slake
in Comgés, one of lalin America’s largest natural

gos disiribulors.

After the acquisition our average daily production in
Brazil grew tenfold in 2016, from 30,000 to more
than 300,000 barels of oil equivalent (boe). Today,
Shell Is Brazil's second largest oil and gas preducer,
with production expecled o grow over the next
decade. Shell's current position in Brozilian deepwaler
includes Pefrabrascperated focililies and Shelk
operated facilities.

In 2016, we continued to fund social Invesiment
projects caming from both Shell and BG in Brazil and
launched the first Shell Ecomoralhon Brazil. Shell
LiveWIRE has helped develop more than 600 new
businesses in Brazil over the past 15 vears.
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OUR BUSINESS
Shell’s business is divided into three areas: Upstream,
Integroled Gas ond Downsireom:

= Upstream is responsible for Shell's conventional oil
and gos businesses around the world, including deep
waler as well as shale oil and gos. It explores for and
recovers crude oil and natural gos, and develops major
new projecls.

o Integrated Gas manages Shell's monufocturing and
distribution of liquefied natural gas [ING| and gosto-
liquids producls. It includes nalurol gas explorotion and
exiraction and the operation of the upsiream and
midstream infrastructure necessary lo deliver gas lo
markel. It also includes the New Energies business,
crealed in 2016, which invesls in low<carbon energy
solutions such os biofuels, hydrogen, wind and solar
power,

s Downstream manages Shell’s refining and marketing
aclivities for oil products which are sold around the
world for domestic, industrial and transport use. It also
produces and sells chemicals far industrial cuslomers.
Shell’s oil sands mining activities in Canada ore also
parl of the Downslream business.

Exploring for Exploting for

STRATEGIC THEMES

As part of ils refreshed stralegy, Shell manages its portfolio
around three lime horizons: cash engines for foday, growth
priorities for the medium term and future opportunities for
the longer term:

m Cash engines: convenlionol ail and gos, integrated
gos and oil products are the aclivities thol we expect to
provide strong returns and lree cash flow. They will fund
distributions lo shareholders and reduce debt, as well os
invesiments in our growth priorities and future
opportunities. In Morch 2017, Shell onnounced our
agreement fo sell the majority of our interests in ail sands
in Conada. As a resull, oil sonds mining no longer
fealures as a stralegic theme.

a Growth priorities: deepwoler oil and gos and
chemicals are Shell's growth priorilies. They are our
fulure cash engines, with expected improved returns ond
cash How from around 2020. We are developing
deep-water fields in Brazil and the Gulf of Mexico, and
chemicals projects in the USA and Chino; and

m Future opportunities: We see shale oil and gos
ond our New Energies business os fulure opportunities.
Our current shale porlfolio is centred on the USA,
Conado and Argentina. In the New Energies business,
we are building our portfolio around our existing
octivities in low-carbon biofuels and hydrogen, and
exploring investmenls in solar and wind energy. Future
opportunilies should provide us with molerial growth in
free cash flow in the next decode or beyond.

oil and gas oil ond gas
n olfshorn onshore &
Lubricanls Dovoloping
fields
M EXPLORATION \i—
Ratel Wi Producing oil
- and gos
"} - L
Extracling
Avialian SALES AND CUSTOMERS DEVELOPMENT bil
AND EXTRACTION han
MARKETING B2B & retail g AL
me=s At
Supply and . U i
chsteibution g’nﬁl':\::‘g
EAE TRANSPORT MANUFACTURING Alian
[ AND TRADING AND ENERGY Refining oil
ST PRODUCTION o 4l o
lubnicants
v
Shipping
and Irading Producing

hlln.

pairachemicals

Y

Liquefying gas hh
by cooaling | Pmlduclng
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HOW
SUSTAINABILITY
WORKS AT
SHELL

REPORTING
AGAINST
ASPIRATIONS
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Sustainability at Shell meons praviding energy in a
responsible manner, respecling people, their safely and
the environment.

Our approach lo sustainability slarls with sur goal 1o run a
sofe, elfficienl, responsible and profilable business, We
work la share wider benefils where we operate. Shell’s
core valuas of honesly, integrity and respect for people ~
first laid out in the Shell General Business Principles

40 years ogo — underpin everylhing we do. A commilment
lo conlribute lo sustainable development was added in
1997, These principles apply o the way we do business
ond lo our conduct with the communities where

we operale.

INTEGRATING SUSTAINABILITY

When we invest in energy projecls, we seek lo balance
the shorl- and long-erm inlerests of our business. For
invesimen! decisions, we consider the economic, sacial
ond environmenlal risks and opportunilies as well as the
political and technical risks. Qur commilmenl lo sofety, the
environmen! and communities ploys a crucial role in how
we plan, design and operale projecls and focilities.

Our approoch o sustainabilily is inlegraled across our
business aclivilies on three levels.

RUNNING A SAFE, EFFICIENT, RESPONSIBLE
AND PROFITABLE BUSINESS

Soleguarding and respecting people ~ our employees,
conlractors and nelghbours - is fundomental to how we do
business. This includes having global slandards, processes
ond lools in place to manage safety, the environment and

how we engage wilh communities, We aim lo
continuously Improve the way we operale to prevent
incidents and lo idenlify, avoid where possible and
minimise adverse environmental and social impacts,

SHARING WIDER BENEFITS WHERE WE
OPERATE

We plan our business for the long lerm, which means we
can be parl of a communily for decades. We help to
develop local economies by creoling Jobs, sourcing from
local suppliers, ond paying laxes and royalties. We
support communily 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
nzeded for economic development in the face of growing
environmenlal pressures. We are investing in low-carbon
energy solutions and advanced lechnologles, such as
those that increase energy efficiency and reduce

emissions. We conlinue lo conlribute lo the public
dialogue on energy and climale policy. Yel the scale of the
global challenges that the world faces are too greot for
one company, or one seclor, o resolve. We advocale thal
businesses, governmenls ond civil society work together lo
shope a more suslainable energy future

Helping to shape a more sustainable energy future

This 1able represents o selection of global metrics that we
track within Shell. These metrics hove been selecled
because they rellect the direct impac! of our operalions on
people and the enviranmenl. We used them lo set our
goals ond measure progress in 2016 ond lo define
priorities for 2017,

We review the metrics we use regularly lo ensure hot we
caplure Ihe informalion needed lo improve our
performance. For example, Shell introduced Gool Zero for
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personal safety in 2007. Since then, we hove broadened
the gaoal to aim for no horm la people and the
environmenl. More informalion on our performance,
definilians of lhe Iindicalors and Ihe referenced goals are
provided in the Ervilonmental detn and Social and safely
daia sectlons.
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Goals and performance for 2016 and priorities in 2017

SOCIAL

2016 Gaal

Achievetotal recordable case frequency (TRCF) -
the number of injuries per million working hours —
below 0.96 for employees and contractors.

Gool Zero has been our ambition far personal
safely since 2007

In 2016, TRCF slightly increased campared 1a
201 5. |See Safely performance.

Progress in 2016

Total recordable case frequency (TRCF)

).26
115
1 099 094 1.00

2012 2013 2014 7015 2016

Priorities in 2017

m For road sofely, continue o replicate proven
praclices from existing programmes across
all lines of business.

u Support applicatian of common industry
safely standords.

m Continue fo leverage insights from
assurance and investigations of incidents
with potential lo cause harm.

Achieve a number of operational leaks below 54
(classified as “operational Tier 1 process safely
events”).

Since 2011, we have extended our ambition of
Goal Zero la process safety.

In 2016, the number of process safety events has
decreosed agaln for both categories = Tier 1 and
Tier 2 - to our lowest reported tofal. (See Safely).

Number of operational process safety Tier 1
evenls
91
3 57 M

- k1)

2012 1 2014 2015 216

m Keep a strong focus on asset integrity and
operational fask executian.

® Improve learning from process safety evenls
with high patential impact.

Achieve operational spills below a volume of 0.7
(“000 tonnes) (clossified as “hydrocarbons
reaching soil or water”).

Goal Zero also extends lo the environment with our
goal of no operatianal spils.

The volume of aperational spills decreased slightly.
We cantinued lo reduce the number of operational
spills significantly in 2016 |72| compared 1o
2015 (108). (See Operationol Spills).

Volume of operational spills in ‘000 tonnes

21
0= 07 08 0.7
n
2017 2013 2014 2015 2016

u Keep focus an improving the reliability of
our facilities ta reduce the number and
volume of operational spills.

® Conlinue to work with the oil and gos
industry to further develop effeclive oilspill
emergency response capacliies.

Reduce flaring in our upstream business (million
tonnes CO2 equivalent).

Our policy is to reduce any confinuous flaring or
venling to as low a level as reasonably practical.
We are a signatory of the World Bank's “Zero
Routine Flaring 2030* initiafive.

With measures Implemented in 2016, we reduced
routine flaring at our facilities significanily, even
thaugh we Increased production and number of
facilities. [See Flaring).

Flaring in millian tonnes CO2 equivalent

13.0

1.8
7.7 7.4 76
[ |
2012 2013 2014 2015 2016

u Link all Shell staff performance bonuses to
the management of greenhouse gas
emissions, Including the reduction of flaring.

u Work with the World Bank and focus on

finding solutions o hostgovernment funding
for flaring projects.

Achieve a refinery energy intensily below 92,2
(based on the Refineries Energy Index).

We aim lo achieve top level energy-efficiency
performance in our refineries,

Improve energy efficiency to reduce our
greenhouse gas emissions.

The energy intensily of our refineries remained at
similar levels to 2015. This was due lo operational
issues and Improvement initiatives not fully
delivering against plans. (See Energy efficiency).

Refinery energy intensity as Refineries Energy
Index

98 4 956

2012 2013 2014 2015 W0a

m Link all Shell staff performance bonuses to
fhe management of greenhouse gas
emissions, including the reduction of refining
GHG intensily.

= Continve o focus on maintenance meosures
that enhance the reliability of our
equipment,

® Ensure sharing of tools and practices across
Shell.

Effective community feedback

Our community feedback mechanism [CFM| has
been used ta address cammunity concerns since
2012. We continue 1o progress the
implementation of our standard online community
feedback tool which helps to strengthen tracking
ond reporting of concerms.

We implemented our online community feedback
lool across almost all our upstream operations.

At the refineries in our Downstream business, we
Intoduced the full range of communily feedback
cafegories. As a resull, we are now able to
evaluate data in the categories beyond
environmental complaints, including, for
example, stakeholder engagement, properly
issues and local benefit sharing. (See Social
performance].

Implementation of our online community
feedback ool across oll major operational
sites and projects under development in
different lines of business: Upstream,
Downstream and Integrated Gas and New
Energies.

m Perform a pllot project to assess the
effectiveness of our CFM against the UN
Guiding Principles on Business and Human
Rights effectiveness criteria.
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OUR
EXECUTIVE
SCORECARD

in 2016, suslainable development conlinued lo account
for 20% of the company scorecard, which helps
determine the annual bonus levels for all our
employees, including members of the Shell

Execulive Commiltee

The Execulive Commitiee’s sustainable development
meosures were splil evenly between Shell's safety ond
environmental performance in 2076. Our environmental
measures covered operational spill volume, energy
efficiency ond use of fresh water. The safely measures
cover, with an equal weighting, process safely evenls,
such as lecks or spills of hazardous material, and personal
safely. These measures reflect Shell's Gool Zero ambition
of no harm and o leaks

Scorecard Structure

Operational excellence

Targets covering oll employees are set each year by the
Board's Remuneration Commitlee lo incentivise conlinuous
and suslained improvement.

Sustainable development will continue to account for 20%
of the 2017 annual bonus scorecard. The salety
component will still cover process safely events and
parsonal safely, bul based an recommendations from the
Corporate ond Social Responsibility Commitiee, The
Remuneration Committee has focused the environmental
componenl on greenhouse gos [GHG) emissions in three
specific business areas: refining, chemical plants and
flaring in upstream assels. This goas beyond carban
dioxide to include other GHGs such as methane.

Sustainable development

2016 2017 50% 2016 2017
Liquified natural gas sales 6% 12.5% Selely S;?:y” 5% s;?;‘;“ 5%
0
Production 12% 12.5% 10% et g | SR s
20%
Chgan it . | am AR
: sl ol | ey,
Al o
Project delivery 25% 12.5% ' angg% m ﬁ;:ng 2

30%

Operational excellence W Cash flow from operaling activities

Suslainable developmeni

THE
SUSTAINABLE
DEVELOPMENT
GOALS

In 2016, the United Nahons adopled 17 sustainable
development goals. These goals build on the preceding
Millennium Development Goals and seek to tackle the
world's economic, social and environmenial issues

by 2030.

Achieving he sustainable development goals (SDGs) will
require action by governmenls, nongovermental
organisalions and the privale sector. Companies can
conlribute 1o the achievement of the SDGs by reducing the
negalive impact of their operations and seeking lo
caniribute posilively to the environments and communilies
in which they work.

SHELL AND THE SDGS

The gools highlighted below are most closely related to the
topics that were idenlified as most relevani or prominent for
Shell in 2016, which are covered in this repor!. See how
we selecled Ihe lopics for the Sustainability Report 2016.

GOAL 6: CLEAN WATER AND SANITATION
We work lo protect and preserve waler and manage ils
use in a responsible and suslainable way We invest in
new technologies 10 use this valuable resource more
efficiently. Fresh waler Is an important part of our
environmeniol standards. (See Metuial gs, Oil sainds,
Environmenl).
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GOAL 7: ENSURE ACCESS TO AFFORDABLE,
RELIABLE, SUSTAINABLE AND MODERN ENERGY
Shell's purpose is lo provide more and cleaner energy
solulions, We do this by investing in the production and
distribution of oil and nalurcl gos, as well as in lower
corbon lechnology and sources of energy. We also invest
in local projects to help communities gain access to
energy. In the Philippines, for example, we are using hydro
and solar power lo provide energy to an olfgrid
communily. [See Towards a lowcarbon fuure, Social
pedoimance)

GOAL 8: DECENT WORK AND ECONOMIC
GROWTH

Our activilies creale jobs, use local suppliers and suppor!
local businesses. Ve conlribule o economic growth by
paying laxes and royallies to local governments. Our
projecls create demand for a range of gaods and
services, such as construclion. We assess those we work
wilh lo ensure they adhere ta principles supparling the
eradication of forced labour and modern slavery and the
prolectlion of labour rights. We have sociol invesiment
projects to help creale apportunities for individuals. Shell
LiveWIRE, for example, helps young people stait their own
businesses. These local programmes operale in 15
countries including Oman, Brazil, Nigeria, Indenesia,
Saudi Arabio and Pakislan. [See | ving by our principles,
Cantroctors and suppliers).,
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GOAL 9: INDUSTRY, INNOVATION AND
INFRASTRUCTURE

We work with governmenls, academics and indusiry
specialists, and parlner with companies and organisalions
lo help meet the world's growing energy needs. We shore
ideas and experlise wilh partners inside and beyond Ihe
energy seclor 1o help encourage Innovation. We hove
programmes In various countries fo support small- and
medium-sized businesses. (See Our busiress partners|.

GOAL 11: SUSTAINABLE CITIES AND
COMMUNITIES

The Shell Scenarios team has patirered with lacal
authorilies in three emerging Asian cilies lo help them
explore new approaches fo urban development and o
help make Ihese cities more resilien.

GOAL 12: RESPONSIBLE CONSUMPTION AND
PRODUCTION

We hove codes, policies and assurance processes to help
deline how we can prolect lhe environmenl, respecl our
neighbours and cause no harm 1o seople. VWe have
volunlarily reporled on our environmental and social
performance since 1997. Energy efficiency is carefully
considered in the life cycle of our fuels and lubricanis, from
managing energy consumption in their production lo
providing cuslomer advice on oplimum [uel efficiency. |See
Eovironmeri)

GOAL 13: CLIMATE ACTION

We continue lo work lo manage greenhouse gas
emissions from our operolions and hove signed up to the
World Bank’s “Zero Routine Flaring by 2030 inilialive.
Our major projecls have energy management plans and
we monilar and manage our emissions using, for example,
melhane emissions detection lechnology. We work wilh
governmenls, other companies and inlernalional
orgonisaltons to help udvance the Iransition o a low
carbon fulure. In 2016, in its first cperaling year, out
Quest carbon caplure and slorage project in Alberta,
Canada, caplured and safely stored more than 1 million
tonnes of carbon dioxide. (See Our greenhouse gas
emissions, Mcnuging mathane eniissions, Carbon caplute
and sloroge).

The sustainable development goals

GOAL 14: LIFE BELOW WATER

Shell is working with governmenls, nongovernmental
orgonisalions and olher experts o find ways to prolecl
morine biodiversily. VWe aim 1o ovoid impacls on
biodiversily when developing new projecls. We carry out
impac! assessmenls lo minimise the extent lo which local
biodiversily and communilies might be affected by
oparalions. Shell is also involved in research programmes
lo help increase understanding of marine mammals, One
example is our collaboration with Ihe International Union
for Conservation of Nalure off the east coast of Russia.
(See Environment, Environmentol partners).

GOAL 15: LIFE ON LAND

We aim lo minimise lhe impac! our operolions may have
an nalural environmenls and on geople near our projects.
This includes any Impocts on loccl communilies’ health,
safely and access 1o fresh water, food or income. Our
slandords help reduce any impacl our operations may
have in areos that are rich in biodiversity or under
environmenlal protection. We work wilh ccnservotion
arganisations fo reslore natural habitats and ecosystems
close 1o our operalions. We also support rigorous
suslainability slandards to help ensure that our biofuels
come from suslainable sources,

GOAL 16: PEACE, JUSTICE AND STRONG
INSTITUTIONS

Our core values of hanesly, integrily and respect for
people underpin how we work, We promole inclusion,
faimess and suslainobility through our corporate
governance struclure, which is designed to support the
resoonsibililies and commilments set oul in the Shell
General Business Princigles. Thraugh Shell's own aclivities,
including support for employee nelworks, and by
collaborating with communities, we wotk to sirengthen
mechanisms that uphold human rights, the rule of law,
accounlabilily and Iransparency.

GOAL 17: PARTNERSHIPS FOR THE GOALS

We collaborate and work in porlnership in many areas,
for example, to deliver more and cleaner energy and lo
help us reduce our environmenlal impact. We share our
knowledge, experience and understanding of the energy
syslem wilh policymakers. |See Fnvironmenicl pariners,
Social poriners).
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[ shell has strong governance struclures, supporled by

SUSTAINABILITY
GOVERNANCE

slondords, policies and conlrols. These ore the
foundalions of our decisions and oclions at every level
of the company.

We hove pul clear and effective governance sruclures in
place throughout Shell, along with mony performance
stondords ond olher controls. These influence the decisions
we moke and the aclions we lake, al every level of

our company.

Our governance procedures involve the Boord of Royal
Dukch Shell ple, feur Board Committees, our Execulive
Commiflee (EC|, ond the teams ond individuals who work
in our operations. We toke figorous care lo ensure
decisions ore coscoded within the business.

The overall accountobility for sustoinability within Shell lies
with the Chief Executive Officer and the EC. They ore
assisled by the health, safely, securily, environment ond
social performance (HSSE&SP) execulive leom. Our
slondords ore sel oul in our HSSE&SP Conlrol Framework
and opply lo every Shell company. The process safely ond
HSSE&SP assurance team, with o mandate from

the Corporate and Social Responsibility Commitiee
|CSRC), provides independent assurance on compliance
with the Control Framewark.

CORPORATE AND SOCIAL RESPONSIBILITY
COMMITTEE

One of the four Boord Commitiees is our CSRC. Il reviews
ond advises on our susloinability policies and praclices to
ensure that these ore discussed, understood, owned and
promoled of Board level. This con include advising on
oreas os broad as climole change ond human righls
through lo process safety monogement.

The CSRC also visils different Shell operalions each year
lo speak with Shell employees, conlraclors and suppliers,
as well as with communily members and exlernal
slakeholders. Aker each visil, the CSRC shores its

observations with the Boord ond with the management
responsible for that project. The Commitiee’s work
sirengthens sustainability within our operalions around
the world.

THE CSRC TODAY

The CSRC's role is to review and advise Shell obout our
policies ond performance agains! the Shell General
Business Principles, our Code of Conduct and our
mondolory HSSE&SP standards.

The CSRC meets regularly throughout the year. It reviews
ond discusses o wide range of sustoinability-reloled topics
and assesses our susloinability performance, oudit resulls
and the sustoinable development mefrics that apply to the
Execulive Commitlee. Il also monitors mojar issues of
public concern that moy be relevant to Shell.

CSRC MEMBERS
The CSRC haod three members in 2016. Eoch was o non-
execulive direclor:

2 in 2016, the Chairman of the CSRC was Hons Wijers,
former Chief Executive and Chairman of Akzo Nabel
(Chairman of the Committee with effect from Moy 20,
2015);

a Sir Nigel Sheinwold, a former Brilish diplomat; ond

& Parricia A. Woerlz, o business lecder with exlensive oil
industry experience.

In 2016, the CSRC visiled the Korachaganok facilities in
Kozokhstan, jointly operated by Shell {Shell interest
29.25%). During the visil, the CSRC engaged with local
slakeholders including employees ond government
representalives. The CSRC also dedicaled a session in
2016 10 Nigeria ond individual CSRC members

visiled the Moerdijk chemical plant and one of the
Nederlondse Aardolie Maotschoppij (NAM| gos fields in
the Netherlonds.

In 2016, the Corporale ond Social Resaonsibility Commillee visiled the Karachaganak focililies in Kazakhsian
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ENERGY
TRANSITION

A transition is underway to a global
lower-carbon energy system.
Managing this transition is complex:
all types of energy will be required
to meet the needs of a growing
population with rising living
standards, yet that energy needs to
be less carbon-intensive.

o ~

50%

Share of our production that was
natural gas in 2016

70 MILLION TONNES

Direct GHG emissions from
facilities we operate on o CO?
equivalent basis in 2016

. A BT & > 2
l MILLION TONNES

Amount of CO2 capltured by
Quest
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N The energy Iransition will require providing much more

isi lobal d d, whil h
TOWARDS A piTp T g il iebds
LOW-CARBON

FUTURE

Energy is essential lo the global economy. From fuels to
fertilisers, and manufacturing 1o Iransporiation, energy
enables the lifestyles that many enjoy loday. Access la
reliable enargy can transform lives and

enables economic growth.

However, around 20% of the global populotion lives in
OECD countries but uses 40% of the world's

energy. Billions of people slill lock access lo energy that
many lake for granted: modern, affordable energy for
heating, lighting, cooking, refrigeralion and sanilation.

The world's primary energy demand, driven by o growing
population and rising living slandards, is expected Io rise
by 30% belween 2015 and 2040, according lo the main
scenario in the Infernational Energy Agency's World
Energy Oullook 2016. At the same time, there is a crilical
need lo address environmenlal siresses, from lacal air
pollution o climate change.

Today, oil and gas make up around half the world's
primary energy mix, and coal provides around 30%. The
rest comes from sources such as hydropower, biofuels,
solar, wind and nuclear. More energy from this current
energy mix means more greenhouse gas emissions, which
in lun leads to climale change.

The Iransition lo a lowcarbon fulure will unfold at different
paces in different places, and across all sectors of
economic aclivity = crealing new risks and opporlunilies.
New lechnalagies, business models and parinerships,
supported by policy and regulatory frameworks, will

be needed.

Shell will play its role in @ way that is commercially
compelitive as well as environmentally ond socially
responsible, in oil and gas, as well as in lowcorbon and
renewable energy sources, Our success depends on our
ability to anlicipale the types of energy thal people

will need

Towards a low-carbon future

Most of the world's energy consumption comes from cool, oil ond
gos sources, but only around o fifth of energy
consumplion s eleciricily.

TRANSFORMING THE GLOBAL ECONOMY
The Shell Scenarias publicatior,, A Better Life with o
Heolthy Ploner. Pathways to NetZero Emissions, sels oul
plausible route for the world o achieve, during this cenlury,
economic development for most people coupled with net-
zero greenhouse gas emissions from energy. In a nel-zero
world, emissions in some sectors are offsel by efforls to
remove carbon dioxide [CO3) from the almosphere,
including reforeslotion ond large-scale industrial facilities
buill 1o caplure and store CO2.

Making this transition will take significant efforts lo boos!
energy efficiency. A transformation of the global economy
is also required, especially in the power, Iransporl,
buildings and industry sectors, where a significant
proportion of energy-elated emissions of CO2 occurs.

The power sector, for example, mus! evolve inlo a
combination of more renewable sources of energy,
nuclear, and natural gos = the cleanestburning
hydrocarbon — with corbon capture and storage (CCS}
technology. In the lransporl seclor, passenger road Iravel
increasingly needs ta be eleclrified or to rely on hydrogen.
For the foreseeable fulure, longerdistance freight shipping
and aviation will conlinue to rely on energydense liquid
fuels, including oil, biofuels and liquefied nalural gos.

Shell is working lo meet the energy challenge in many different ways:

Bringing cleaner-
burning natural gas
to o wider market

@
Building o profitable

New Energies
business

Industry leader in

Carbon Caplure
and Storage

Managing the greenhouse
gas emissions from our

own operations

=
Advocating gavernment-
led carbon-pricing
mechanisms
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Today’s energy needs
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LOOKING BEYOND ELECTRICITY

Increasing use of renewable sources of energy is essential
for a transition 1o a lowcorbon future. However,
renewables are mainly used lo produce electricity, which
loday only meels 18% of global energy demand. For
renewables lo have a bigger impacl, eleclricily hos lo ploy
a large port in other key sectors of the economy.

The switch lo using electricity powered by low-carbon or
renewable sources will be easier for some seclors, such as
the manufaciure of clathes and food, which require
relatively low temperalures.

Other seclars, such as industries that produce iron, sleel,
cemenl, plostics and chemicals, rely on hydrocorbons to
provide exliremely high lemperalures, chemical reactions or
dense energy storage. Many of these cannot be electrified
atall, or anly at @ high cosl. In the transport sector, oil
currently supports more than 90% of demand. In the
coming decades, passenger road travel will increasingly
need 1o be electiified, powered by batteries or hydrogen.

Petrochemicols, the building blocks of products people use
every day, such as solvenls, delergenls and plastics, will
also continue to ploy a vital role in meeling the demands

of o growing populalion and in some cases con improve
erergy efficiency. Replacing metal car porls with lighter
plastics, for example, helps lower fuel consumption and
therefore reduces emissions.

SECURING A SMOOTH TRANSITION

The translormation lo a low-carbon energy system requires
urgent aclion. It will take realism, invesimenl, innovation
and collaboration between policymakers, business
execulives, nor-governmenlal orgonisations and

energy consumers.

Governmentled carbon pricing mechanisms ore one
essenlial palicy tool that can drive efficiencies and provide
an incentive for lowercarbon choices by businesses

and consumers,

Olher policies should focus on cily and tronsport planning
to improve energy efficiency; accelerating the swilch from
cool to gos lo reduce powersector emissions; suslaining
the rapid growth of renewables; and eslablishing the
widespread use of CCS, which can significantly reduce
emissions from industrial seclors by safely staring CO2
deep underground.

The world today currently consumes mosl of ils energy from coal, oil and gos sources. Around a fifth of lolal energy consumption is eleciricity. Energy sources differ
across the seclors of industry, Iransport, and domestic use which all need 1o Iransilion lo lowcarbon energy options.

Current global energy demand

—
5% 2%

)1% 1

Electricity generation

Domestic & Commercial - 32%

g, )
a6 &
= 20%
29%
Transport - 26% Indusiry - 42%
3% 1%
Wi
ail # Coal W Gas ® Liquid fuels W Biomass Nuclear B Renewobls 14 Electricity Heat
[iu‘:\udmg Lioluels) {inzlucling hydro)

Sourca. International Energy Agency, Kay world enurgy siatisties 2015 ond Woild anergy oullook 2015
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Energy challenge
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There is more demand for energy globally as the world's population and living standards increase.

A successful energy transition
requires substantiol investiment
across all energy sources,
including oil and gas
producion, to mest growing
demand for energy.

Growing population

Rising demand

o

{800 million today).

Ongoing supply

Globol population will increase from around 7.4 billion lodoy to naarly 10 billion by 2050, with 67% living in cities.

Global energy demand will likely ba almast 60% higher in 2060 than teday, with 2 billion vehicles on the road

Renowable anargy could Iriple by 2050, bur we will siill need large amounts of oil and gas 1o provide the full range of

s energy products we need.
Mitigating climate change
T m Neal-zero emissions Is o polentiolly ochievoble societol ambition.

OUR WORK
TO ADDRESS
CLIMATE
CHANGE

There are clear, praclical sleps thot could help tackle
chimate change while conlinuing lo provide energy lo
meet the world’s present and fulure needs

We welcomed the Uniled Nations Paris Agreemenl on
climate change ond ils entering inlo force on November
4, 2016, The agreement seeks 1o limil global worming to
well below 2 °C by managing climale and environmental
prassures while ensuring economic development

It highlights the urgent need for policies that con help build
a low—carbon fulure. In porticular, Atticle 6 of the Paris
Agreement introduces the necessery foundation to suppor!
Ihe development of a globol carban emissions morket.
However, os nofed by the Internationol Energy Agency
(IEAI, implementing the current Nationally Determined
Contributions [NDCs) will not limit global warming 1o well
belaw 2 °C.

Shell is looking af costeffective woys lo manage
greenhouse gas [GHG) emissions and Ihe commercial
opporlunities these solutions will bring, Our four main
conlributions to reducing global GHG emissions are:
supplying more nalural gas to replace coal for power
generalion; progressing carbon coplure and storage
|CCS) technologies, developing allernalive energies; and
implementing energy-efficiency measures in our operations.
To supporl this, we continue lo advocate the infroduction of
effective governmentled corbon gricing mechanisms

We work with governmenls ond Industry representalives lo
help sociely Iransition lo a law-carbon energy fulure. We
have invested in cleaner-burning natural gos and low-
carbon biofuels and are also working on new fuels far
transpart, Shell shapes its porifolio and siralegy lo lake inta
account the shift lo lowercarbon energy. ensuring our
campany's resilience for the fulure

A GREATER ROLE FOR NATURAL GAS

Notural gas, the cleanestburning hydrocarban, produces
around hall the carbon dioxide (CO2) and just one-tenth of
the air pollutanis compared Ia coal when used for power
generation. We converl nolurol gas into producls, such as
liquid luels, hydraulic fluids and lubriconls, and are always
working lo make them as efficient and reliable as
possible. Nalural gos can also act as a pariner for
intermitient renewable energy, such as solor and wind, to
mainloin a sleady supply of eleciricily, because gosfired
plants con start and siop relatively quickly. The IEA
estimoles that global demand for gas will grow by 1.5%
every year in lhe period ta 2040
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Shell is ane of the world's leading suppliers of natural gas
and liquefied naturol gas (ING), through our operaled and
non-operaled joinl venlures, and is safely lapping inlo
resources of nalurol gas known as shale gas.

GOVERNMENT-LED CARBON PRICING
MECHANISMS

Shell has long called for governments to creale corbon-
pricing mechanisms thot place o meoningful cost on
CO2 emissions.

These mechanisms offer an elffeclive way Io stimulole the
development of low-carbon lechnologies, generate
revenue lor governments and, ullimalely, give consumers
new energy choices. They could encourage the
deplayment of renewable energy and CCS.

CARBON CAPTURE AND STORAGE
According fo the IEA, CCS remains the only lechnology
capable of delivering significan! reduclions in emissions
from the use of hydrocarbons.

CCS will be essential for meeling the goal of limiting
global warming 1o well belaw 2°C. According fo Ihe IEA,
reaching this goal will require 6,000 million tonnes of
CO2 10 be slored by 2050, equivalent la about 100
limes the global CCS capocily expecled by the end of
2017. The IEA also estimates that without CCS, the
transformation to a lowscarbon power seclar will cast al
leas! $3.5 rrillion more.

Shell is ploying a leading role in the demonsirolion of CCS
technology at the Quesl CCS project in Canada. We are
working on CCS research programmes with poriners
around the world, and shoring knowledge with working
groups and coalitions

LOW-CARBON ENERGY AMD BIOFUELS
Low-carbon bioluels ore one of the most viable ways lo
reduce CO3 from transport fuels in the coming years,

Our Raizen joinl venture {Shell interest 50%) in Brazil
produces lowscarbon biofuel from sugar cane. We are
olso invesling in research lo help develop and
commerciolise advanced biafuels.

In 2016, we crealed a New Energies business to canlinue
lo explore invesimen! opporlunities in areas including
biofuels. hydiogen and renewable energy. This business
will also look far opportunilies in energy solutions thal
cambine wind and solor power wilh gas, for example,
and new ways lo connect customers lo energy.
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PORTFOLIO RESILIENCE

We conlinuolly assess Shell's porifolio and strategy ogainst
a wide range of oullooks, toking info occount the long
limescoles In our industry ond the polentiol for shifls in the
economic landscape. This is how we idenlify new business
opportunities and possible divestments, and ensure the
resllience of the compony in the future. Our refreshed
compony slrategy reflecls our reccgnition thot we ore in on
era of transition and volatility for the energy industry. The
Energy Transitions and Porifolio Resilience report explains
how Shell is investing in low~corbon energy, and creating
a siralegy to succeed through changing limes. Shell
Energy Transitions and Poilfolio Resilience [PDF, 2 7 MB)

Shell hos a rigorous approach to understanding,
managing and miligating climate risks in our facilities. We
reflect future regulatory costs by typically opplying o
common $40 per tonne projec! screening value [PSV) ta
lhe CO32 emissions ossocioled wilh invesiments. This
means that new projects are assessed for the financiol
impact if a government imposed price or levy of $40 per
tonne for GHG emissions is implemented. For projecls wilh
o high exposure lo governmenl imposed carbon pricing or
legislation, we opply severol other forms of GHG
monagemen! including GHG design standords ond

siress lesting.

The screening value con offect our project design in
severol ways. Some projects moy be slopped af an early
stoge If the GHG foolprint is too high or o design moy be
oltered 1o reduce GHG emissions of stortup, We also
moinloin energy monagemenl plons for all assets ond
projecls fo identify opportunities to reduce GHG
emissions and consider the polenlial for CCS in the design
of our new projecls

We also evaluate options to infegrole readiness for CCS
into the design of our new projecls.

Singapore fealured in Shell's New Lenses on Fulure Cities
supplement, which looked at choices that may be needed to build
suslainable cities in the fulure,

The 2017 Luecutive scorscard focuses on GHG emissions
in three specific business areas: refining, chemical plants
ond flaring in upstream ossels. This goes beyond corbon
dioxide and specifically includes methane, which is olso

o GHG.

ADAPTATION

The effects of climate change mean that governments,
businesses and local communities are adopting their
infrastruciure 1o the changing environment. At Shell, we ore
1oking steps at our facililies around the world to ensure that
they ore resillent to climate change. This reduces the
wulnerobility of our focililies and infrostructure 1o potentiol
exireme voriobility in weather conditions.

Ve toke different opprooches to adaptation for existing
facilities and new projects. We progressively odjust our
design standards for new projects while, for existing
assels, we idenlify those that ore most vulnerable 1o climale
change ond loke oppropriole oction.

WORKING WITH COUNTRIES TO HELP SHAPE ENERGY TRANSITIONS

Shell is working with some countries as they shape
their energy fulure. Each country has its own
opportunities and challenges depending on foclors
such as wealth, populotion densily, and level of
industriolisotion. Our discussions wilh governments
include ways lo improve energy efficiency, os well os
ways lo increose Ihe use of nalural gos ond low
carbon fuels such os biofuels, wind, solor and
hydrogen. We discuss how 1o develop compacl cily
designs and  public Iransit systems, and policy options
including carbon pricing o help bring through
technologies such as CCS.

In the Netherlands, for example, we ore working with
policymakers and industry representolives to help
determine the shape and speed of the transition 1o o
low-carbon energy fulure. The Netherlonds hos large
wind resources, but also a large petrochemical and
industriol sector, and hos set itself o large! of reducing
GHG emissions by between 80% and 95% by 2050.
Such ambitious targels will require significont shifts in

the'way energy is produced and consumed across
the economy.

In 2016, Dutch energy company Eneco, the Port of
Rotterdam, Germon engineering group Siemens, Dulch
conlracting company Von Oord ond Shell initiated o
coalifion lo accelerate the energy transilion in the
Nelherlands. At lhe Nationol Climote Summit in
Rotterdam in Oclober 2016, the codlition called on
the Dulch government lo prioritise the inlernotionol
climate goals sef during the climate summit in Parls and
decide on o longderm policy fromework o support
them. By the end of the year, the coalilion hod more
than 50 member companies.

The coalition believes acceleraling the energy transition
in the Netherlonds will require Ihe octive involvement of
individuals ond companies, as well as longerm
government palicies on climale, energy and

the economy.
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OUR
GREENHOUSE
GAS
EMISSIONS

===
FLARING
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Shell tracks emissions released by our upsiream and
downstream facilities and works lo reduce air pollution
from our aperations

We repor! our greenhouse gas (GHG) emissions in line
with the recommendations of the Intergovernmental Panel
on Climate Change. Shell's Health, Sofety, Securily,
Environment and Social Perfformance [HSSE&SP) Control
Fromework defines standards and accountabililies at each
level of the orgonisation, and sels out the procaduras
people are required lo follow. For example, our
environmental standards include the requirement lo sel up
GHG ond eneigy maragement plons.

OUR PERFORMANCE

The direct GHG emissions from facllilies tho! we operale
were 70 million tonnes on o COz-equivalent basis in
2016, down from 72 million tonnes of CO2 equivalent
in 2015

Our 2015 base year GHG emissions were recolculaled
from 72 million lo 76 million lonnes CO2 equivalent to
reflect the impact of the former BG facilllies and other
siructural changes. Therelore, on o liketorlike basis, the
direct GHG emissions have decreased from 76 million
tonnes in 2015 1o 70 million in 2016.

Our overall GHG emissions decreased for the
following reasons:

m overall reduction in lleiing;

m Quest carbon coplure and slorame project in Canada’s
ail sands safely injecling more than 1 million tonnes of
COgz per year;

a divestments, far example in Nigeria and the UK; and

u operolional improvements across many facililies;

These decreases were parliolly offset by the inclusion of
emissions from farmer BG facilities in our Inventory as of
February 1, 2016

In 2016, oround 45% of our GHG emissions came from
the refineries and chemical plants in our Downstream
business, The production of oll, gas and gas-iodiquids
producls accounted for slightly mere thon 50% of our
GHG emissions, and our shipping octivities for less than
2% We conlinue to work on improving operalional
performonce and energy efficiency lo manage

GHG emissions.

The flaring of nalural gas wasles valuahle resources
and contribules fo climate change, We are working
hard to reduce Haring associated with ail and

gas production.

When oil is extiocled from a reservoir, gas Is also
produced as the oil is brought to tne surface. This is known
as associoted gas. This gas con be caplured and used
alongside the oil. When there ore no facilities lo gother
the gos, or lhey hove insufficient capacily, il is somelimes
flored, or burned. Flaring is also carried out far salely
reasons lo relieve pressure in the produclion system.
Flaring wasles voluable energy resources ond releases
greenhouse gos info the olmosphere.

20 ENERGY TRANSITION SHELL SUSTAINABILTY REPORT 2016

Direct greenhouse gas emissions
million tonnes CO2 equivolent
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The indirect GHG emissions from the energy thot we
purchased |electricity, heat and sleam) increased

to 11 million tonnes on a COz-equivalent basis in 2016,
from @ million tonnes in 2015, mainly due o the inclusion
of former BG focllities in our portfolio. These emissions
were calculaled using o marketbased approach, as
defined by the World Resources Inslitule GHG Prolacol.

We estimate thal the CO2 emissions from the use of our
refinery and natural gas products by others were

around 600 million tonnes in 2016, which represents less
than 2% af the world's emissions.

(See more on www, shell.com/ghg)

GHG movements from 2015 to 2016 [A]
million tonnes CO7 equivalent
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{A) Direcl and energy indirec! greenhouse gas emissions,
Numbers hove been rounded so some fotals may not ogree exaclly,

Shell's policy is lo reduce ony routine flaring ar venting of
associated gos al our operalions o a level as low as
lechnically and financially leasible. We also aim to
minimise operational flaring required for safely reasons
such as during the stari-up of a new facility, Our flaring
policy is set out in our Health, Salfety, Security, Environment
ond Sacial Performance {HSSE&SP) Conlrol Framework. It
includes the requiremenl for all facililies to be designed 1a
exporl, use or reinject associated gos that is produced,
ond all focilities hove 1o meet stric! performance criterio.



MANAGING
METHANE
EMISSIONS

Preliminary Public Copy

Shell has been an aclive member of lhe World Bark-
sponsored "Global Gas Flaring Reduction® (GGFR)
parinership since 2002. This public-privale parinership
helps reduce llaring by working collaboratively 1o find
allemalive uses for gos thal would otherwise be flored. As
porl of the parinership, the World Bank has developed the
"Zero Rouline Flaring by 2030 Inilialive, which Shell
signed up lo in 2015. This encouruges governmenls,
companles and develapmen! orgonisalions 1o work
1ogether lo end Ihe disposol of gas by flaring. The iniliotive
aims lo idenlify ways la use gos from oil produclion - for
example, 1o generale eleciricily for local communities.

OUR PERFORMANCE

More than 70% of flaring from Shelkoperoled fields in
2016 occurted in lrag, Nigeria, Malaysia and Qalor.
New facllilies brought online in Malaysia and lraq have
helped reduce our flaring from 11.8 million tonnes of
carbon (CO2) equivalent in 2015 lo 7.6 millian fonnes in
2016, including the addilionol fields added 1o our
parttolio from the acquisition of BG in 2016, Work
conlinues to bring additional gas galhering facilities online
in lrag and Nigeria lo reach aur gaal of no rouline flaring
by 2030, while conlinuous improvement efforls will reduce
operallonal flaring.

In Iraq, Shell Iraq Pelroleum Development (Shell interest
45%) safely delivered Ihe second phase of o gascapluring
syslam al our Mo|noon facilities. The syslem captured
aboul 65% of the gas thal would olherwise be flared in
2016, which was araund 90 million standard cubic fee!
per day. The delivery of Ihis phase marks a significanl
milestone in our efforls lo reduce gas llaring at Majnoon
and deliver noturol gos for power generation in Irag.

Basiah Gos Company (BGC, Shell inleres 44%) Is o join!
venture wilh lrag’s South Gas Company and Japan's
Mitsubishi. It caplures gos thol would otherwise be flared
Irom three non-Shelloperaled oil fields in southern lraq
(Rumoila, West Qurna 1 and Zubair) for use in Ihe
domestic markel, In 2016, BGC processed an average of
574 million standard cubic feel of gas each day fom
Ihese fields. This is equivalenl lo the amounl of energy
needed lo power more than 4.5 million homes.

We are working lo detect and lower our methane
emissians 10 reduce vur impoct on the environment

Shell hos a range of inillatives in place 1o reduce our
melhane emissions, These include programmes lo defec!
and repair methane leaks in our operalions. We also
implement energy-efficiency measures, as well as flaring
and venling reduction programmes.

Effonts o further reduce our emissions will conlinua to be o
locus over lhe coming years.

METHANE FROM OIL AND GAS
PRODUCTION

Methane Is o more polen! greenhouse gas (GHG| than
corbon dioxide [CO32); it has 34 1:mes the glokal worming
potenlial of CO2 over o 10Cyear time frame, according
o the Inlergoverrmenlal Panel on Climate Change ARS

These projects are helping lo improve e electrical
infrasiucture of the country and deliver much-needed
energy lo the populalion. They required colloboration with
the Iraqi gavernment, |oint-venture pariners, domestic
companies and non-governmenlal organisalions.

In Nigeria, flaring from Shell Petroleum Development
Company's (SPDC| joinlventure facilities fell by more than
Q0% between 2002 and 2016, Flaring

from SPDC facililies decreased further in 2016, mainly
due o produclion oulages as well as 1o operational
improvemenls. Progress was alsa mode on severol gas-
gathering prajects. However, the planned siorkup dates for
o major gasgathering projecls conlinue lo be delayed
by security issues and a lack of odequate joinlvenlure
funding fom our gavernmenl partner.

In Malaysia, the associaled gas flaring reported in 2015
at the Gumusul (Shell Inferest 29%) and Kikeh fields has
been eliminaled by the infroduction of a hilly operalional
system in 2016 thal injecls gas back inio the hydrocarbon
reservoir. This will maximise produclion from the oil field.

In Qatar, at our Pearl gastoliquids plant [Shell inleres!
100%), flaring lokes place for operatianal reasons. In
2016, further enhancemenls 1o the planl look place, Io
teuse more wasle gas. (See Malural gos),

At Shell, we conlinue ta develop solutions lhot eliminate
flaring while, where possible, bringing gas 1o markels far
domestlc and inlernalional use.

Flaring - Upstream
million tonnes CO2 equivolenl
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reporl. Reduclions in methane emissions loday will help o
slow the shortierm rale of global lemperolure rise, as
melhane remains in the atmosphere for a much shorter time

than CO2

Melhane emissions associaled with oll ond nalural gas
production fend lo occur in four main areas: combustion
{emlssions of unburnl melhane from fuel combustion);
flaring (where the Hlaring ilself fails to burn all the methane);
venling for example, from lanks and equipment); and
uninlended emissions |for example, small leaks somelimes
called fugilive emissions),
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Natural gas emils less CO2-equivalent than coal when
burnt al a pawer plant, bu methane leakage in the natuial
gas syslem could reduce this benelit. The US Environmenlal
Proleclian Agency (EPA) eslimales that totol methane
emissions in the nalural gas supply chain — as a
percenlage of the global total volume of nalural gos
produced - were around 1.3% in 2014 This lakes into
accoun! methane leaks during gas processing and
transmission through pipelines for power generalion.

Al this leak rote, the overage life cycle GHG emissions
from US nalural gas power plants is around half of those
from US coal power plants. Shell conlinues o work lo
manage and reduce aur methane emissions so thal the
emissions from gos remain lower than ceal. Liquefied
nalurol gos emils around 40% lass GHG emissions than
coal when burnt to generale eleciriclty.

COLLABORATING ON EMISSIONS
REDUCTION

Shell works with olhers lo manage methane emissions. We
have participaled in several inltiolives, such as the

EPA Natural Gas STAR progromme, far many years. This
programme encourages oil and gas companies lo adopt
technologies and praclices thal reduce methane emissians.
In early 2017, we joined the Climole and Clean Air
Coalilion Oll & Gas Methane Parinership, which brings
together induslry, governmenis and nonrgovernmentol
orgonisations to improve our understanding of methane
emissions and work lo reduce them.

We are also collobarating on research lo better
understand methane emissions. This includes studies by
Euragas, the associallon representing the European gas
indusiry, and lhe Nalural and bio Gas Vehicle Association,
on melhane emissions in the gas supply chain in Europe.

Carban caplure and slorage is e name given to o
combinalion ol lechnologies that caplures and slores
carbon dioxide deep underground, preventing its
release into the almosphere.

The warld will need carbon caplure and slorage [CCS) lo
achieve the ambilion of nekzero greenhouse gas
emissions. CCS lechnology can be used 1o caplure
carbon dioxide (CO3) from a range of industries including
sleel, chemicals and power.

There are 21 largescale CCS prolects in operalion o
under consiruclion globally, with o combined capaclly o
caplure araund 40 million tonnes of CO7 each year. Al
projects presenlly in construction (five as of January 2017)
ore expecled lo be operalional by Ihe end of 2017.

Shell is shoring the knowledge and experience gained in
CCS through various working groups. The Oil and Gas
Climate Iniliative’s (OGCI) Climale Invesiments parinership
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As a member of the Oil and Gos Climale Inilialive
{OGCI), we are working with expetls lo improve methane
dala collechion and aur underslanding of the natural gas
life cycle

Shell is working with gavernments, the oil and gas sector
and regulalors, lo help find o woy 1o elfeclively manage
methane emissions. We advocale government policies that
will support the reduclion of methane emissions across all
seclors of the economy.

In our onshore uncenventienal spelalions, we regulatly use
leak delection and repair ({DAR) programmes, which have
infrared cameras lo idenlify and repair fugitive leaks. We
use LDAR in countries including the USA, Canada, Ihe
Netherlands and Tunisia. We conlinue lo extend the
implementation of LDAR across our operalions

We are aclively lesting new lechnologies for the delection
and measurement of melhane emissions, such as oplical
gos imaging through aur membership of OGCI Climate
Invesiments. This partnership, tha launched in 2016, will
inves! $1 billian aver 10 years in low<carbon lechnolagies.

OUR PERFORMANCE

In 2016, methane emissions canlrbuled less than 5% of
Shell's GHG emissions on a CO2-equivalent basis. More
than 60% of our reporled methane emissions in 2016
came from flaring and venling in our upsiream operalions.

We report our methane emissions from these sources
according lo regulations and industry standards. We also
engage in Induslry-wide work on more accurale reporling
methods, such as lhrough IPIECA, the global oil and gas
industry assaciatian for environmenlal and social issues.

~comprising 10 major oil and gas companies, including
Shell - has made CCS$ one of ils priorily areas. Il plans 1o
Inves! in linding ways lo make CCS commercially viable
by reducing Ihe cast of the lechnology and exploring ways
lo deploy CCS in a wide range of industrial sectors
including power, iron and steel.

We work with the Zero Emissions Platform, which brings
together energy companies, academics and non
governmental organisations fo suppor! the development of
CCS. In 2016, we launched ar app lo share inforrnation
oboyt CCS and lo explain how il works.

Shell s also invesling in Ihe fulure Gorgon CO3 injeclion
project in Auslralia, the CCS Tesl Cenlre in Mongslad,
Norway, and the Qatar Carbonates and Carbon Storage
Research Cenlre in the UK.
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QUEST, CANADA

In Alberta, Canada, Shell operotes a joint veniure |Shell
interest 60% in 2016 that has developed the first
commercialscale CCS facility for CO27 exiracled from our
oil sands operalions. The Quest facility is designed to
caplure up o 35% of the current CO?2 emissions from the
Scotford Upgrader = a plont whete bilumen is processed
info synthetic crude oil. The caplured CO32 is slored in @
porous rock layer about 60 kilomelres away and more
lhan 2 kilometres under ground. The provincial government
of Alberta and the federal government of Canada have
provided C$865 million 1o support the development

of Quest.

In 2016, in ils fitst full year of operation, Ques! safely
caplured and stored more than 1 million tonnes of CO2
ahead of schedule. This is equivalent to the emissions from
aboul 250,000 cars. Shell and our jointvenlure pariners
are freely sharing any dota or intellectual property
generated by the Ques! project lo help others

advance CCS projects and demonstrate the lechnology's
value on an industrial scale.

In March 2017, Shell agreed lo sell to Canadian Natural
Resources Limited (Canadian Nalural) its 60% interest m
the Athabasza Oil Sands Project (AOSP), its 100% interes!
in the Peace River Complex in-silu assels including Carmon
Creek, and a number of undeveloped cil sands leases, all
in Alberta, Canado. In a relaled transaction, Shell and
Canadian Nalural have agreed 1o jointly acquire
Marathon Oil Canada Corporation, which hos a 20%
Interest in the AOSP. Following these Iransactions, Shell will
confinue as operalor of the Scotford Upgrader and Quest.

How carbon capture and storage works
See whal's involved in the process of capluring and sloring carbon dioxide deep underground

m Capture
CO3 coplure separates CO;
from gos, before it is emitted,
using a chemicol solvent. The

ptured CO3 is sep d

from the solvent and
compressed into a liquid form
for transport.

E] Storage
CO; is injecled deep
underground inlo the

E Transport
CO2 is generally pumped
through a pipeline, toking the |
CO; from the industrial site
where it hos been produced,
lo its slorage sile which may
be onshore or offshore.

there per

microscopic $paces in porous
rocks. A layer of impermeablo
rock, called a cop rock, lies
directly obove the porous
racks ensuring that the C

MONITORING QUEST

Quest is designed to meet oll the requirements for the sofe
and permanenl storage of CO2. We hove developed o
rigorous monitoring programme, agreed by the
government and verified by a third party, lo ensure thot the
CO2 remains safely and securely underground. This
includes continuous pipeline monitoring and earlywarning
systems, groundwater sampling and 3D seismic surveying.
Throughout the development of Quest!, we conducted an
extensive consultation programme with nearby
communities, We share resulls from our monitoring
programme with them.

SHELL CANSOLV

CCS technology developed by Shell Consolv, a subsidiary
of Shell, is used at the power station Boundary Dam in
Saskalchewan, Canada. It is SaskPower's lorgest coal-
fired power stalion and a significont source of power for
the region. Both sulphur dioxide and CO2 are captured
from Ihe power slation. We conlinue lo support SaskPower
lo improve the application of the technology.

E Measuring, monitoring &
verification (MMV)
Moniloring of sloroge sites tokes place
within the storage reservoir, as well as ol
the injection well, where sensors can delect
small changoes in pressure or CO; levels.
In addilion, o number of monitoring
technologies can be incarporaled within

Y the geosphere, biosphere and otmosphere
surrounding the storage site 1o moke sure
the CO3 is permanently stored.

CCS Contribution

The IEA considers thot CCS,
as parl of a portfolio of
actions, can account for 12%
of total energy-related CO;
reduclions needed by 2050.

Tt
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Nolural gas - the cleanesl-burning hydrocarbon -
comprises about half of Shell's total production.

Noturol gos provides a readily available solution lo
meeling rising global demand far energy wilh fewer
emissions if used inslead of cool for power generation.
There ore enough recoverable natural gas resources fo last
more than 220 years al curren! levels of consumption,
according lo the International Energy Agency. Natural gos
con be Ironsported by pipeline o in liquid form to
counlries in need of energy. It is also one of the few
energy sources thot can be used ecanomicolly across most
energy opplicotions — from eleclricity to heating lo
tronsport fuels - and is uses ore diversifying, as on
allernative lo diesel in Irucks, heavy fuel ail in Iransport and
ail for lubricants. As such, Shell expects it to play on
increasingly prominent role in the fulure energy mix, both in
its own right and as a portner for renewobles.

PEARL GAS-TO-LIQUIDS PROJECT

The Pearl gostorliquids (GTL) project — 80 kilometres
north of Doho, Qator ~ is the world's largest plant to
turn natural gas Into fuels and lubriconts (Shell
interest 100%).

The plant relies on a heavy paraffin synthesis (HPS)
calalyst. Il accelerates the reaction hal converls
synlhesis gas, o mixture of hydrogen and carbon
monoxide, inlo hydrocarbons thot con be broken
down into shorter chain molecules and/then turned into
finished GTL products. These include paraffin for
detergenls and kerosene for blending into aviation fuel.

A PARTNER FOR RENEWABLES

Nalural gos is llexible and offers significant advantages as
a partner with renewables, which will be essential in o
Iransition 1o a lawcarbon future,

Using gos as o parlner ensures sleady power supplies
when Ihe sun does not shine or the wind does not blow.
Modern gostired power plants also toke less than o third
of the fime o cool plant needs lo ramp up Io full operation

Increasing use of renewables will be vitol in the energy
Irorsilion. Mowever, renewobles ore moslly used lo
produce electricity which due 1o the high lemperature
needed in the manufaciure of moteriols such os iron, steel
and cemenl, will struggle to replace oil and gas on a
procticol scale. This means gos will complement
renewables by conlinuing to ploy a core role in indusiry
and consiruction. OQur New Energies business is looking af
how new technologies could work more effectively
logether, for example, combining wind and solor power
with gos.

CHINA’S FUTURE ENERGY MIX

Since 201 1, Shell hos worked closely wilh lhe

Chinese governmenl's Development Research Cenlre [DRC)
of the Stote Council an the country's medium- to longterm
energy developmeni slralegy. The ongoing colloboration
hos identified the key energy challenges facing the couniry
ond suggested delailed, praclical solutions.
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LOWER EMISSIONS

Nalural gas produces around half the greenhouse gos
(GHG) emissions of cool when burnt 1o generate
elecrricily, This includes rmethcne emissions.

Using nolurol gos instead of coal in power generation will
also significontly improve air quality. Compared to cool-
fired plants, modern natural gos plants emit less than one-
tenth of sulphur oxides, nirogen oxides, particulotes and
heovy melals that impact hundreds of millions of people all
over the world, especiolly in Asio,

Natural gos con olso be used in combinotion with earbon
caplure and storoge (CCS) 1o further reduce GHG
emissions. CCS con remove up to 90% of CO3 emissions
from power plants, according lo the UN Inlergovernmental
Panel on Climate Change.

In 2016, Shell reduced heavy paraffin synthesis offgos
operotionol floring at the plant Io zero by using the gos
as o fuel to power the plant. As o result, less energy is
used lo make the some products, which resulls In
reduced CO2 intensity.

In-addition, the flored gos was used to generale
elecricity, which was exported to Doharbased
Kohromoo, Qalor's notional Eleciricity and
Water Company.

The second phase of the colloboration exomined the
importani role nolural gos con play in helping Chino
diversily its energy mix, boost economic development,
improve oir quality, and help mee! Chino’s Intended
Nationally Determined Contribution for reducing
carbon emissions.

In 2016, Shell and the DRC presented the oulcomes from
Phase 2 at the Chino Developmenl Forum. Phase 3
fozuses on the fulure development of China's energy
system o help the counlry Iransition lo o lower-

carbon economy.

Kroonborg is the first offshore vassal in the world 1o sail on GTL fuel,
a liquid fuel made of natural gas with less emissions than
conventional fuels for vessels.
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[ shell is involved in every stage of the ING volue chain:

LIQUEFIED
NATURAL GAS

from finding the fields and exiracling the gas ta liquefying
il, shipping, turning the (NG back into gas and dislributing
It to customers. In February 2016, Shell's acquisition of
BG added significanlly lo our activities in ING.

The LNG process enables nalural gas to be easily
Iransporied from areas where il is abundant fo places
where it is needed. To creale LNG, natural gas is cooled
to —=162°C, lurning it into liquid form and shrinking its
volume by 600 times. Al ils destination, the ING is
converted back into gos for conventional use. Even cfter
liquefying, Ironsporting and tluming it back inlo a gas,
NG emits around 40% less greenhouse gas emissions
than coal when burnt 1o generote elecricity. Innovations,
for example, floating impor! terminals thal convert ING
back into natural gas, mean ING can reach new

QGC PROJECT

As a result of the BG acquisition, we have a majority
interest in the QGC Profect in Queensland, Ausiralio.
The Shell-operaled project consisls of onshore
produciion areas piping natural gas to a wodrain ING
facility. Shell holds 0 50% interes! in train one and a
Q7.5% interest in Irain wo, and a 100% interes! in the
common focllities on the ING plant,

In 2014, the QGC Project starled producing LNG
fram natural gas sources from coal seams, which can
produce up lo 8.5 million fonnes of NG a year. It
supplies nalural gas to both the domestic markel

and ING Io infernational customers. In December
2016, the 200 cargo of NG was delivered

lo customers.

FLOATING LIQUEFIED NATURAL GAS

Floaling liquefied nalural gas (FING] facilities enable LNG
lo be produced, liquefied, stored and Iransferred al sea.
This makes il possible to reach offshore gas fields
previously considered too expensive or too dilficult 1o
develop. FUING also reduces the local impact of ING
infrastructure and decreases the dislurbance to land and
marine life.

Shell is constructing the Prelude FLNG [Shell inlerest
67.5%), which will be located 475 kilomelres off the
coas! of Western Australia. Once compleled, Prelude

customers in developing markels, such as Indig, Pakistan,
Egypt, Jordon and Ghana. In the next few years, counlries
including the Philippines, Vietnam, Myanmar and
Bangladesh are expecled 1o become LNG importers.

The World Health Organisation estimales that exposure to
smoke emissions from household solid fuels, such os cool,
dung and wood, causes more than 4 million dealhs o
year. Replacing these solid fuels with cleanerburning gas
will improve the qualily of the air people breathe. Gujarat,
for example, where Shell and French oil and gos company
Total operate the Hazira ING terminal (Shell interest 74%),
is Ihe first slate in India to connect some of ils villages 1o
piped gos. This has helped reduce indoor alr pollution in
these rural homes and soved peaple in some cases up to
five hours of their day collecling firewood.

At lhe QGC Project, Austialio, the centrol waler Ireoiment plont
recycles salty underground water exiracted during
gas production.

We are managing our environmental impact, including
our water use. There are two treatment plants, which
recycle sally underground waler extracted during gas
produclion. This ireoted water Is then used by
irrigalors, industies and communilies in the Surat
regian, The planis have a combined capacity to Ireat
the equivalent of about 25 Olympicsized swimming
pools during peak produclion.

FLNG will be the largest floaling olfshare facility in
the world,

In 2016, the project began the lransilion from consiruction
lo commissioning and sloriup activilies at the shipyard in
Geoje, Soulh Korea. The undersea infrasiructure has alsa
been compleled in preparalion for Ihe arrival of Prelude.

The project conlinues to work toward the linalisation of the
required regulatory approvals, with the Prelude
environmenl plan accepted by the regulator af the end

of 2016.
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LNG FOR TRANSPORT

Cleoner vehicles and fuels are needed to meet
increasing demand for franspert with less greenhouse
gas emissions.

Cleaner-burning ING is a fuel for heavy-duty road
transport, shipping and rail. It is virtually free of sulphur
emissions and has lower levels of nitrogen oxides and
particulates, It can be used as an allernative transport
fuel 1o diesel and heovy fuel ail.

Shell has created a network of five ING Iruck refuelling
stations in the Netherlands. One of the stalions,
located on the premises of one of the largest Duich
supermarkel chains, is used by 150 NG delivery
Irucks a day.

In shipping, ING is already used as a fuel with around
100 vessels in use loday. Using ING as a fuel for
shipping on a wide scale would lead to significant
reductians In marine emissions.

In 2016, Shell signed an agreement with one of the
world's bigges! cruise operators, Carnival, to supply
ING fo fuel twa of the world’s largest passenger cruise
ships. These will be the world's first LNG-powered

Innovation will be critical for Shell to provide more
energy with less environmental impact as the world
fransitions to a lower-carbon energy system.

Shell continues o invest in research and development
[R&D) 1o improve the efficiency of our products, processes
and operations, and lo develop new technology solutions
for the energy transition. In 2016, we invested

$1,014 million in RED.

We operate a global network of technology centres, with
major hubs in Houslon, USA, Amslerdam, the Netherlands,
and Bangalore, India. These hubs carry oul o range of
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Shell hos created o network of five NG Iruck refuelling stations
in the Netherlonds. One is localed on the premises of one of
the lorgest Duich supermarket chains,

crulse ships, due fo start sailing in north-west Europe
and the Mediterranean in 2019,

In 2016, Shell and Keppel Offshare & Marine ltd won
a bid for Singapare's first licence to fuel ships
with ING.

Read more about ING for transport on
www shell.com.

activities, from building on existing technologies to
designing breakthrough innovations.

COLLABORATING FOR INNOVATION
We have programmes, partners and funding methods to
help us develop new technologies.

Our R&D activities are complemented by research and
technology collaborations with leading universities
including the Massachusells Insfitute of Technology in the
USA, Imperial College in the UK, and the Shanghai
Advanced Research Institute of the Chinese Academy

of Sciences.

In 2016, Shell Technology Venlures invesied in Kite Power Systems, o UK company developing high-altitude wind powar
generation technology.
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We have three main collaboralive programmes that

u Shell Technology Ventures (STV): is our
supporl the development of fulure energy technology:

corporole venturing arm that is both an investor and o
poriner in componies that ore developing promising

u Shell GameChanger: this progromme provides technologies which complement Shell's business. STV

financial and technical support fo prove the commercial
and lechnical viability of ideas within the oil and gos
seclor including new energies. Since 1996,
GaomeChonger hos inleracted with more than 5,000
Innovolors and helped turn more than 150 ideas

into reality.

Many ideas currently in operalion or under developmen
in Shell were initialed Ihrough GameChanger. For
example, lhe programme evalualed Ihe feasibilily of
tuilding o flealing liquefied natural gas (FING] facility
lo produce and liquely notural gos al sea. Shell is now
conslrucling Prelude FING, which will be localed off the
coost of Weslern Auslralia.

GomeChonger connecls with earlyslage startups,
incubalors and accelerotors (schools for stortups)
globally, One of these is Cyclotron Rood, o California-
based energy enlrepreneurship programme which
recruils people lo work of Lawrence Berkeley Nolionol
Loboroalory, lo research polential new energy
lechnologies. Opus 12, o slortup ol Cyclolron Road,
won he 2016 Shell GameChanger Innovation
Challenge. Opus 12 Is researching recycling carbon
dloxide inlo chemicals and fuels using an
electrochemical process.

Low-carbon research & development investment

0

Research & dovalopment

Engineering & design |

invests mainly In oil and gos, new energy lechnologies
and information lechnology.

STV's invesiments in 2016 inckided Colifornia-based
Growing Energy Labs which provides sofiware to
design, connecl and operale energy slorage and micro-
grid projects. Another invesiment was Sense Labs, a
Cambridge, Massachusetisbased company which hos
developed a device enabling houssholds o monitor the
eneigy use of any home appliance from mobile devices.
In 2016, STV also invested in the UK company Kile
Power Syslems (KPS). Following Shell’s early-stage
support to KPS through GomeChonger, this lales!
invesiment will support the technical and commercial
development of KPS's high-allilude wind power
generation lechnology. This is cheaper lo manufaclure
ond needs less construction and installolion materials
Ihan convenlional wind lurbines.

o Shell TechWorks (STW): based in Combridge,

Massachusells, STW oims lo accelerole the intraduction
ond adoplion of praven lechnologies from other
indusiries and apply Ihese lo cur seclor. Since ils
founding in 2013, STW hos collaborated with
companies, universilies, research inslilules and slartups
lo help develop and deploy lechnology quickly and
costeffectively. For example, STW colloborated with
other companies o develop o syslem for robot
submarines to delec! hydrocarbons Ihat seep nalurally
[rom the seabed. This gives it the polential o identily
new reservoirs of hydrocarbon exploralion, but also
delect leaks at exisling operalions

Gas B Exploration | !
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Cb £ Marine manitoring ‘ ' n L';(;G:::og':‘:ﬁﬂi
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I shell invests in a porlfolio of lowercarhon energy

LOWER-
CARBON
ALTERNATIVES

opporlunities, including technologies ond fuels

In nur fuels ond lubricants business, we conlinue to look for
ways lo improve energy efficiency for our custamers

BIOFUELS

Shell is one of the lurges! blenders and distributers of
biofuels worldwide. In 2016, we used around

9.5 billion litres of biofuels in the petrol ond diesel we
sold worldwide

In the coming decades, we expec! biofuels lo play a
valuable part in the changing energy mix. They con be o
costeffeclive woy lo reduce corbon dioxide [CO3)
emissions in Ihe Iranspor! sector, as long os their
production is monaged in @ responsible way. In addition
lo closely understanding their emissions, we wanl lo ensure
other environmental impacls from their produclion are well
managed (such as impacls on sail, air ond waler) and that
sociol impacts are beneficiol for local communities

SUSTAINABILITY STANDARDS

Shell purchases biofuels to blend nto our fuels in line with
cauntry specific regulalians, We canlinue to support the
adoplion of Infernational sustainobility standards including
the Round Table an Responsible Soy, the Raundiable for
Suslainable Palm Qil (RSPOI and Bonsucro, a non-profit
arganisalion, for sugar cane We also suppor! the
Roundtoble for Sustainable Biomaterials and the
Internationol Sustainability and Carbon Certilication (ISCC)
scheme bolh of which con be used for ony feedstocks,

The maijority {75%) of the bicfuels we purchase are from
feedslocks that come from North America or Europe. In
addition la gaod agricullural praclices, bolh regions have
suslainabllity rules thal include land-use restrictions and set
cantrols far greenhouse gas emissions.

We hove specific purchasing policies for biofuels made
from palm oil, soy fom South America or sugar cone, 1o
increase our use of independently cerlified suslainable
biofuels Every yaar, 100% of the palm oil that Shell
blends is either independenlly cerified by RSPO or Ihe
ISCC, or covered by offsels from the RSPO cerlificale

Global bio-component purchase [A]

by feedstock
56%
L 11
Corn B Oilseed Ropa
| Wheat 9 Soy
" Sugor cans B Coconut
B Molassos Waste
¥ Polm Othor

[A) Docs nat include purchases by Raizen o Mallva.
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We created a New Energies business in 2016 fo further
explore opportunilies in allernative Iransport fuels, such as
biofuels and hydrogen, along with new ways to connecl
energy producers and consumers, including through
increased use of digitol technology.

trading system. In Argenlina, we hove assessed several of
aur cone suppliers agalns! the Bonsucra standord ond ore
encauraging their full certification. We are also setting up
several prolects in the counlry, aiming 1o increase the
amount of suslainable soy and cane

At the end of 2016, 30% of tha sugarcane ethanol ond
South American soy biodiesel used in biofuels that Shell
blended was either independently certified os suslainoble,
audiled agains! robus! standards, or offsel by purchasing
soy or cane suslainobillty credils.

PRODUCING BIOFUELS WITH RAIZEN

In 2016, our joint venlure Raizen {Shell interest 50%)
produced more than 2 billion litres of low-carbon ethanol
from Brazilion sugar cane. Around 40% of Rolzen's
preduction was cerlilied os susioinable 1o the siondards set
by Bonsucro

Roizen's production process is designed lo minimise ils
environmenlal impac!. The campany's horvesting process is
already 98% mechanised which improves worker
conditions ond operolional efficiency. By the end of
2016, 16 of Roizen's 24 sugarcone mills ware cerlified
lo the Bonsucro slandard.

Roizen purchases around half of the sugar cone it uses as
o raw malerial from independent suppliers. The company
is working in partnership with two nongovernmental
organisations, Imaflora and Solidaridad, lo support these
suppliers 1o become more sustainable producers. The
suppliers camplele a conlfidential sellassessment agolins! o
list of sustainobility criteria which enables Solidaridad 1o
prepare individual improvement guides. Since the
programme slarted in 2014, more than 1,300 supplers
have compleled the assessments and are wotking

on improvemanls.

In 20135, Raizen opened ils firs! cellulosic ethanol plant at
lis Costa Pinto mill in Brazil. Production in 2016 was
almost 6.9 million lires, and over time the mill Is expected
lo produce around 40 million litres o year of advanced
biofuels from sugar-cane residues,

DEVELOPING ADVANCED BIOFUELS

We conlinue lo invest in new ways la produce bicfuels
from sustainable feedstocks such os waste ond cellulosic
biomass from non-food plonts. Shell has iwo pilat plants in
fhe USA, which conver cellulosic biomass info a range of
producls. Including petrol, diesel, aviallon fuel

and ethanol.

Analher pilol plant is being installed in Bangalore, indio,
that will demonsirate a lechnology colled IH2 thot turns
wnsle inlo fuel using a Iwoslage calalylic readlion, The
lechnology was developed by o USAbased research
cenlre, he Gas Tachnology Inslilute
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ENERGY-EFFICIENT TRANSPORT

Shell invests in o range of lowercarbon lechnologies
and luels, sometimes working with parlners.

Energy elfficiency Is an tmporlant consideration In the
development of aur luels and lubricanls. Shell is laking part
in several iniliclives fa encourage the adoplion at
hydrogen electric Iransport, and Is developing a service
Ihat supports the charging of eleciric vehicles.

EFFICIENT FUELS

Shell supplies fuels to milllons of drivers around the world
every day. For more than a cenlury, aur scienlisls hove
worked la develap products fo improve the driving
experience and energy efficiency of our customers. For
exomple, Shell FuelSave Diesel conloins ingredients
designed lo improve fuelefficiency for our customers,

Shell G Fuel uses a gasioliquics {GTL) technology that
convens cleanerburning nalural gos into allernative diesel
fuels, Shell GTL Fuels are virtually sulphurfree, odourless
and help lo improve local air quality, They can be used as
a diesel luel withau! requiring changes fo the engine or
invesimenl in new heavy-duty road transpart Infrastructure,
and as o luel for shipping.

In 2016, the Eurapean Commillee for Standardisation
approved a new European slandcrd for paralffinic diesel
fuel, helping develop the morket far these fuels. Paraffinic
fuels are synihetic liquid luels such as Shell's GTL Fuel thot
are made from natural gos, biomess or vegetable oil. This
new generalion of cleaner transport fuels are colourless
and adourless and contain almost none of the impurities =
sulphur, aromalics and nifrogen = thal are found in crude
oil. Shell GTL Fuel is commercially available o customers
in lhe Netherlands, Germany, the UK, Denmark

ond France.

ADVANCED LUBRICANTS

Lubricanls are designed lo increose the efficiency of
equipment ~ including engines - and reduce fuel
consumplion. Shell is one of the largest inveslars among
Internalional energy companies in Ihe fesearch and
development of lubricanls for molorisls, commercial
vehicles and induslrial sectors. We employ more than 200
scienlisls and engineers in lubrican! research

and development.

In 2016, Shell inttoduced a new ronge of heavy-duly
engine oils in the USA, under the Shell Rotella brand.
These were developed lo meet the requirements of new
American Pelraleum Institule specificalions for lubricants,
which include reducing engine emissions,

We also produce molor oils thal can imprave Ihe fuel
efficiency of passenger cars and molorcycles. These
include products manutaclured using Shell PurePlus
Technology, which applies the GTL process lo produce a
clear base ail. This has much lower levels of impurities
than olher base ails, and lubricanis produced with this
lechnology can help imprave engine perfarmance.

In Gefmany, tha govaramen! is suppomnﬂ the development of o
nationol nelwork of hydrogen electric fuelling stalions.

ENERGY CHALLENGE

Our annual Shell Ezomarathen compelition challenges
studenls worldwide 1o design and build energy-efficien
vehicles. Held in the Americas, Alfrica, Asia and Europe,
the evenls inspire young engineers 1o develop vehicles Ihat
con ravel the furthest on Ihe least amount of energy. The
2016 competilion showcased a vehicle capable of
travelling more than 2,600 kilomelres on the equivalent of
one litre of fuel.

SHELL CONCEPT CAR

In 2016, Shell unveiled an energy-efficient city cor called
the Shell Concept Car. This is a collaboration between
three companies: Shell, engine specialists Gea Technology
and aulomolive engineers Gordon Murray Design.

In tests, the Shell Concep! Car demonslialed a 34%
reduction in primary energy use over ils entire life cycle
compared la a typicol cily car available in the UK.

In lest resulls, the car runs al 38 kilometres [km| per lire al
70km/h. In farmal testing (using the European Union's
New European Driving Cycle laboralory fesl), the Shell
Concep! Car produced lower CO2 emissions than o
pelrakpowered city car (28%}.

HYDROGEN

Hydrogen has the polenlial lo be an imporlant low<arbon
iranspor! {uel and Shell is port of severol Inilialives lo
enzourage the adaplion of hydrogen electric energy.

Hydrogen luelcell elecric cars do nol emit greenhouse
gases from their lailpipe = the only emission is waler
vapour. If the hydrogen comes from renewable saurces of
ensrgy, and If il is produced ol relall siles, then the fuelell
vehicles have almos! no emissions.

Hydrogen eleclric vehicles are quick 1o refuel and can
drive a similar range to convenlional cars. Energy is stored
In compressed hydrogen luel, rother than a ballery, which
means thal hydragen-powered cars can polentially drive
up to 700 kilomelres withoul refuelling. The cars 1ake only
three minules lo reluel — similar to current refuelling times
for petrol and diesel cars.

Hydrogen electric Iransporl can succeed if vehicle
manulfacturers and fuel suppliers, with the support of
governmenis, work logether. There needs lo be sufficient
refuelling infrastruclure to ofiracl cuslomers, as well as
incentives for businessas 1o build this Infrastruciure.
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In Germany, for example, the government is supporting the
development of @ national network of hydrogen electric
fuel stalions across the couniry by 2023, We are working
on this project with our jointveniure pariners in H2 Mobility
Germany - French gos supplier Air liquide, German car
manufacturer Daimler, Austrian oil and gas company
OMV, German engineering firm linde and French oil and
gos compony Total. The hydrogen will be delivered by
Iruck as a gos lo relail sites. Under the terms of the
partnership, o least 50% of the hydrogen sold mus! be
produced withou! emilling greenhouse gases In 2016, lhe
first two slations in he M2 Mobility network opened

in Germany,

Outside this network, we also have three hydrogen filling
stations in Germany and two in Los Angeles, California. In
lhe UK, we are parinering with ITM Power, o company
specialising in hydrogen fuekcell preducts, to make
hydrogen fuel avallable ot three Shell relail sites in the
southeost of the counlry, The first of the UK slgtions opened
in February 2017. Shell is assessing the polential for
similar projects in the USA, Canada, Switzerland, Austriq,
Franee, Belgium, Luxembourg and the Netherlands. For
example, in California, USA, we are working with Toyolo
and the state governmenl o build hydrogen refuelling
statons, which Shell will own and operale

when compleled.

In Jonuary 2017, Shell and 12 other companies launched
the Hydrogen Council, on iniliolive lo raise the profile of
hydrogen and its role in the energy Iransition. A report
{PD%, 5.3MB) enlilled How hydrogen empowers the
energy lransition further delails hydrogen's potenlial

ELECTRIC MOBILITY

Shell is looking into how we can serve Ihe increasing
number of peaple driving eleciric vehicles and the

polential lo infroduce electric vehicle charging points al our
relail slles in several countries.

We have also been developing lechnology thal con
suppor! the integration of electric vehicles with the power
grid. This lechnology explores how lo charge eleciric
vehicles al limes when the cos! of using power is low, and
therefare cheaper for customers.

Since 201 3, Shell has worked with pariners in the power
sector and commercial customers who have electric
vehicles in Iheir fleet Io lest this lechnology. Ve are now
looking al introducing it in places such os California, USA,
o help locol governments push forward their gaals for
vehicles with zero emissions.

Jo ENERGY TRANSITION SHELL SUSTAINABILITY REPORT 2016
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"Hydrogen plays a crucial role in susiainable mobility,
providing a convenienl fuel for Iransport, as well as
flexibility and storage for the power and heal sectors.

“Refuelling with hydrogen is
safe, fast and customer-
friendly”

Public-privale aclivilies such os the Clean Energy
Parinership (CEP) in Germany have successfully
demonstrated that refuelling with hydrogen is safe, fost
and customerfriendly. This, along wilh the long range
ond the silent and powerful performance of fuelcell
cars and buses from vorious manufacturers, will
encourage widespread acceplance by customers.
That's why companies have slarted selling fuekcell
eleciric vehicles and hydrogen fuel in key

global markets.

Shell continues to help provide the lransport sector with
this sustainable fuel as a pariner in the CEP and as o
driving force behind the creotion of Ha Mobility
Germany = o joint venlure that includes car
manufaclurers and oil and gos companies - and which
is developing o network of hydrogen relfuelling
stalions.”

Klous Bonhoff
Managing Direclor, National Organizalion Hydrogen
and Fuel Cell Technologies, Berin, Germany
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SOLAR AND WIND TECHNOLOGIES

Solar ond wind power are playing a growing part in
meeling global energy demand.

We expect an emerging low-carbon energy syslem lo
include traditional fuels such as oil and natural gas
alongside renewable energy and carbon caplure
and slorage.

SOLAR POWER

Shell is exploring Ihe possibilities offered by solar power
and conlinues to install the technology af facilities to lower
carbon infensily while also reducing operating cosl.

In Canada and Gabon, for example, we have used solar
photovollaic (PV), wind lurbines and bolleries in remote,
off-grid well sites to power monilaring and contro! systems,
so avoiding the need far diesel generalors,

At some offshore platfarms in the North Sea, we use solar
PV and balleries lo provide 100% renewable power
gereration, culling cosls, and reducing refuelling frips to
the platforms.

We use smallscale solar power systems in some relail
slotions. In Thailand, for example, we filled two Shell refail
slations and lhe Shell office in Bangkok with solar panels.
In pilot projects in Pakislan, solar power is also helping oil
product storage facililies continue 1o operate despite
oulages in the local power grid.

Petroleum Development Oman (PDO, Shell interest 34%) is
construcling a solar thermal sleam plant called Praject
Miraah. Once completed in 2020, Miraah will be the
world's larges! solar thermal steam plant, providing about
a third of the Amal oil field’s sleom requirements. It will
polentially be capable of producing up to1 gigawatt of
thermal energy. This solar technology, developed by
GlassPoint with investment from Shell Technology Veniures
(STV), will replace gosfired steam generation and free the
gos for olher uses, 1o reduce the CO2 intensily of the

oil produclion.

WIND POWER

In 2001, Shell enlered the onshore wind business in the
USA. We have inleresls in six operalional wind power
projects in North America and one in Europe. At the end
of 2016, our share of the energy capacily from these
projects was about 420 megawalls (MW),

In late 2016, a consorlium of Shell, Dutch energy
company Eneco, Dulch conlracling company Van Oord
and Milsubishi’s powerproducing subsidiary Diamand
Generaling Europe, wan a tender lo construc! and operole
two wind farms in the Borssele Wind Farm Zone off the
coast of the Netherlands. These are designed to have a
capacity of 680MW, enough lo power 825,000

Dulch homes.

Our Shell Energy Europe marketing and Irading
organisolion is planning lo buy half the power generated
from this windfarm. Shell also committed o buy 100% of
the power generaled from the offshore wind farm Egmond
aan Zee {OWEZ), the Netherlands' first large-scale
offshore wind farm. From 2017, Shell will lake the power
generaled from the wind farm and offer it to customers in
Europe. In 2016, Shell Energy North America managed
more than 9,500MW of power, wilh over one third of thal
power produced by renewable methods.

STV is also investing in wind-related technologies,
including the UK company Kite Power Systems (KPS).
Through our GameChanger programme, Shell and KPS
have worked 1o develop KPS's highllilude wind power
generolion technology, which uses two kiles lethered o a
spool and flying in figure eights fo generate electricily.

Solar panels are Insialled on the roofiop of a Shell service sialion in Thailand.
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MANAGING
OPERATIONS

The nature of the energy industry
means that we often operate in
challenging environments. We work
to reduce our environmental impact
and manage our operations safely
and responsibly, wherever they
may be.

50%

Improvement in our process
safety evenls in our shales
operations from 2015

o
‘/"' Sd?dio{oin operational spills in

Nigeria from 2015

o
8%
Increase in waler recycling in oil
sands mining from 2015




OUR
ACTIVITIES IN
NIGERIA
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Safely and securily remain top priorities in Migeria,
where acts of sobologe and vandalism coused a
reduchion in onshore oil and gas production in 2016.

Shell has inlerests in several companies in Nigeria and
lhey are major conlribulors lo the economy. They produce
oil and nalural gas, distribute gas lo Industries in The
counlry, produce liquefied natuial gas (ING) for exporl,
generate revenues for the governmenl ond provide social
invesimen!. The Shell companies are also working wilh
federal and slale government agencies, communiiies and
civil saciely fo Iry 1o creale a sofe operaling environmenl,

Shell Companies in Nigeria conlinue o operole both
onshore and offshore oil aclivities in the counlry, while
invesling In oil and gas production. Shell Companies in
Nigeria are also working with the government and other
pariners lo increasingly focus on developing gas production
onshore and delivering gas lo power plants and other
indushial customers in arder lo drive economic growth,

SECURITY IN THE NIGER DELTA

The Shell Petroleum and Development Company of
Nigeria lid [SPDC), Ihe operalor of the SPDC Joint Venture
(SPDC interest 30%), hed a challenging 2016 due 1o
further acls of sabotoge and vandalism on oil and gas
facilites in parls of the Niger Dello. As a resull, ail and gas
production from domeslic and iniernalionol operalors
declined sharply in the year.

Export operalions al the SPDC-operaled Forcados oll
terminal were disrupled affer three sabologe incidenls in
2016. This resulted in loss of revenue, paricularly for
domestic producers who rely on the lerminal for export.
Reduced oil ond gas production in the Niger Delia also led
10 lower revenues for slale and federal government and
major distuptions to gas supply needed lo power elecricily
lar induslry, businesses and public seclor services.

SAFETY OF STAFF AND CONTRACTORS

The safety of slalf and contraclors in Nigeria remains the
lop priority. The Shell Companies in Nigeria aim to mili-
gale securily risks thol may Impact people, the environmen
and facilities. We only carry out operalions where it is sofe
lo do so. We also conlinue lo engage with the governmen
and nongovernmenlal organisalions (NGOs|, as well as
local communilies, 1o help promote human rights and a
peacelul and sale operaling enviranment.

Despile a challenging security environment, the safety
performance of Shell Componies in Nigeria improved In
20106. There were no recorded latolities in the year,
compared lo seven in 2015. We shared findings from
invesligalions Inlo the 2015 incidenls in sessions with
employees and conlraclors and produced a safely video
with senior Shell leaders lo encourage discussions on
lessons learned. Although there were no recorded falalities
in 2016, we recorded a significant number of high:
potential incidenls, indicating the situation remains fragile
and requlres suslained intervention at all levels,

HELPING SUPPLIERS DEVELOP

Access lo financing has been a challenge for suppliers lo
Shell Companies in Nigeria. In collaboration with leading
banks in the country, the SPDC Joint Venture (SPDC V| and
the Shell Nigeria Exploration and Production Company
Umiled (SNEPCo) have crealed a funding mechanism that
offers local conlraciors foster access 1o loans and a
cheaper interes! rates. The Orgonisation for Economic Cor
operation and Development has recognised the
programme as best praclice for shared volue crealion ond

External opinion

*The collaboralion belween the Federal Road Sofely
Corps {FRSC) and SPDC is the key lo achieving the
goals of the United Nations Decade of Aclion for Road
Safely in Nigeria. The National Communily Post Crash
Care Initialive [INCPCCI), has 27 cenlres in 13 states
with 540 volunleers. These initiatives and the crash
care efforls recorded hove led 1o ils adoplion by the
Wes! African Road Safely Organisation to be
replicoted in other West African countries.

“SPDC has supported the use
of speed radar devices and
breathalysers for road safety”

SPDC has also helped the FRSC by supporling the use
of speed radar devices, breathalysers and exlricaling
equipment. The annual National Road Safety Quiz for
senior secondary school studenls, the marathon roce
and support for crash viclim remembrance day have
also helped promole awareness of road safety. The
FRSC appreciates the expansion of he NCPCCl to
cover all the critical road corridors in Nigeria, in
addition lo sponsoring campaigns for safe lyres ond
the installation of spaed-limiling devices.”

Ojeme Ewhrudjakpor fdc
Depuly Corps Marshal (Operalions), Federal Rood
Safety Commission, Abuja, Nigeria

local conlent. Since ihe scheme siarted In 2011, 220
small- and medium-sized Nigerian enterprises have
received loans worth a iolal of around

$1 billion with no recorded defaults on the loans.

ENTREPRENEURSHIP, EDUCATION, HEALTH
AMND ROAD SAFETY

Shell companies in Nigeria work with govarnment,
communilies and civil sociely 1o mplement programmes that
could positively impocl people’s lives. The Niger Della
Davelopment Commission (NDDC) Ac! requires all oil
companies operaling in Nigeria lo contribule 3% of their
annual budgels lo NDDC. The commission is o federal
governmen! agency lasked wilh the suslainable
development of the Niger Della region. In 2016, the SPDC
IV and SNEPCo conlribuled $106.8 millian |Shell share
$48.5 million) 1o the NDDC., Over the last five years Shell
Companies in Nigeria's conlribulion lo the NDDC totalled
more than $800 million (Shell share around $340 million|.

Since 2003, the SPDC )V has invesled in training more
than 6,550 young people in the Niger Della in enlerprise
developmen! and provided business siartup grants lo more
than 3,300 people.
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[ shell Componies in Nigerio have long supported

Our Activities in Nigeria
Continued

education in the country. Since launching in the 1950s,
the Shell scholarship scheme hos supported thousonds of
siudents in their careers in Nigerio. In 2016, Shell
Componies in Nigerio oworded granls to @11 secondary
school sludents and 530 universily undergraduales.

The SPDC JV and SINEPCo conlinue to inves! in the Cradle-
loCareer scholarship programme, which poys for less
priviliged children from rural communities to attend some of
the country’s top secondary schools. Since 2010, 420
sludenls have received Cradle-to-Career scholarships from
the SPDC }V ond 164 from SNEPCo. The SPDC }V also
furds o Cenlre of Excellence in Geosciences ond
Petroleum Engineering o the University of Benin.

Shell Companies in Nigeria have supported community
heallh projecis and programmes since the 1980s. Today,
SNEPCo and the SPDC JV support 20 health centres
including the SOS Villoge near lagos and Obio Colloge
Hospital in Porl Harcour!

Road safely is another area of sozial invesiment. Shell
Componies in Nigerio have lounched several road safety
programmes in 2016, focusing on delensive driving, rood
rles, sofe tyres, seat belt use ond pedesirion safely. The
Shell-sponsored National Communily Post Crash Core
Initative, which Irains ond equips volunleers in accident
victim rescue, hos been replicated in other Easl and West
Africon countries.

SPILL PREVENTION AND RESPONSE
Regrellably, 90% of the number of cil spills of more than
100 kilograms in 2016 from SPDC V facilities in the
Niger Della were caused by theft ond sabotage. SPDC
works with government agencies, NGOs and communilies
la prevent and minimise spills from illegal activity. These
include air and ground surveillonce, awareness
compaigns and allernalive livelihood progrommes.

In 2015, SPDC, on behalf of the SPDC }V, and the Bodo
community signed a memorandum of underslanding
{(MOU) granling SPDC access lo begin the cleanup of
aress olfected by two operalional spills in 2008. The
MOU also provided for the selection of Iwo contractors lo
conducl the cleanup ond ta be overseen by on
independent projeci direclor.

SHELL’S ECONOMIC CONTRIBUTION

SPDC and SNEPCo hold inferests in several offshore
licences (*) including the Shelkoperaled Bonga field

{Shell inlerest 55%). Shell Nigerio Gos Limited [SNG)
is @ wholly-owned subsidiary af Shell.

$29 billion: economic contribution from the SPDC JV
partners lo the Nigerian governmenl from
2012-2016.

$1.4 billion: Shell share of royalties and corporate
loxes paid 1o the Nigerian government in 2016 [SPDC
$1billion; SNEPCo $0.4 billion}.

94%: Shell Companies in Nigeria canlrocts owarded
to Nigerian companies.

An engineer calries oul re[ﬂulor checks on boord the Bongo
production storage and offlooding foclity in deep water Nigeria.

Contraclors for the first phase ol he cleanup were sent o
the localion in September 2015, and Ihey Irained 400
Bodo youths in cleanup techniques. Unforlunately, the
conlraclors were subsequently denied access by the
communily in lale Seplember 2015. In 2016, discussions
conlinued with the Bodo cammunity under the Bodo
Mediation Initiative lo allow contraclors lo proceed with
lhe cleonup bul no resolution hod been achieved by the
end of December 2016. SPDC remains commilled a the
cleonup of identified oreas of Bodo when access

is granlted.

CLEAN-UP PROGRAMME IN OGONILAND

In Augus! 2016, Nigeria's President Buhari accelerated
the implemeniation of the 2011 United Nolions
Environmental Programme |UNEP) Report on Ogonilond
wilh the inouguration of two governance bodies 1o oversee
the clean-up process. The SPDC |V is represented on both
bodies and will continue to actively support the process
within the framework established by the

federal government

Since 2011, SPDC has loken action on all
recommendations in the UNEP report that were specifically
oddressed lo it as operalor of the SPODC }V, and has
completed the majorily of these recommendations. SPDC
hos reassessed the 15 SPDC V siles menlioned by UNEP.
When further remedialion was required because of acls of
vandalism and oil theft, lhose siles have been remediated
ond certified by government regulators. SPDC has
completed o review of its oil spill response and
remedialion techniques, and made several improvements
in line with industry practices.

$0.74 billion: Shell Companies in Nigeria spend on
conlracls awarded to Nigerion companies.

96%: employees of Shell Companies in Nigerio
ore Nigerian.

$106.8 million: SPOC V and SNEPCa contribulion to
Niger Della Developmen! Commission in 2016 (Shell
share $48.5 million).

$29.8 million SPDC JV, SNEPCo and Shell Nigeria
Gas direct spending on social invesiment projects in
2016 (Shell share $10 million).

[*} Authorities in various countries ore invesligating our investment in Nigerian oil block OPL 245 ond the 2011 setlement of liligation portaintng to
that block. On Febiuary 14, 2012, we tecaived nolice of the tequest of Indiciment from (he lialion prosecution affice in Milan wilh respect 10 this

matier.
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SPDC has worked with the International Union far
Conservation of Nalure since 2012 1o improve
remedialion techniques and prolec! biodiversity al siles
affecled by ail spills in the Niger Della.

The UNEP Repor! also recommended coordinoted aclion
by all pariies to achieve o sustainable cleon-up and 1o
preven! fuither pollution from crude oil theft and illegal

SPILLS AND RESPONSE DATA

Ol spills due to crude oil theft and sabotage of
facilllies, as well as illegal refining, cause most of the
environmental damage from oil and gas operations in
the Niger Della. lrespeclive of cause, the SPDC JV
cleans ond remediates areas affected by spills
originating from its facilities.

Theft of the SPDC [V's crude oil from the pipeline
nelwork amounted ta around 5.6 thousand barrels of
oil per day [bpd) in 2016. This reduction from 25
thousand bpd In the previous year is porlly due to
continved air and ground surveillance and antitheft
mechanisms on equipmenl. Since 2012, SPDC has
removed more than 880 illegel thefi points.

The number of operational spills from Shell companies
in Nigeria fell from 16 in 2015 fo seven in 2016. The
volume of ol spilled in operational incidents remained
at 0.2 thousand tonnes. This includes one spill of 0.15

Canada's oil sands in Alberta and Saskatchewan are
among the lorgest oil reserves in the world.

Qil sands are a mixture of sand, waler, clay ond heavy oil
called bilumen. In 2016, Shell was the operator and
majorily shareholder of the Athabasca Oil Sands Project
|AQSP), a joint venture between Shell Canada (60%),
Chevron Canoda Limiled {20%) and Maralhon Qil
Canada Corporation [20%). The AOSP consists of Ihe
Albian Mines [Muskeg River and Jackpine mines), the
Scolford Upgrader, which processes bitumen into synthellc
crude oil and Quest Carbon Capiure and Storage.

MANAGING EMISSIONS

Crude oils produced from oil sands emit more greenhouse
gas (GHG) emissions than the average crude oil used in
the USA, according to dala and onalytics company IHS
Morkit. However, the GHG intensity of Shell's oil sands
operations has been on an improving Irend due lo
performance enhancemenls and the launch of our Quest
carbon caplure and storage (CCS) project.

In 2016, ils first full year of operalian, Ques! exceeded its
annual farget of capturing 1 million tonnes of CO2 and
slaring il salely underground.

Compared 1o 2015, we reduced aur energy intensity by
around 5% In 2016. A pilot programme of Shell Albian
Sands has led lo improvemenls in energy efficiency and
emissions reduction by removing lcwer quality malerials,
such as cloy, from the il produclion process. This allows
for lower temperalures lo be used Io release the oil from
the ore, reducing energy consumption. As members of
Canads's Oil Sands innovation Alliance we are exploring
advanced energyefficiency lechniques with olher oil
sands producers.

refining. SPDC Is working on allernative

livelihood programmes, including Iraining in Ogoniland as
port of Shell’s youth entrepreneurship programme,

Shell LiveWIRE.

SPDC remains fully committed to supporting the Nigerian
government in the cleanup of Ogonilond.

thousand tonnes caused by unintentional third-porty
damage fo a SPDC JV pipeline.

The number of sabolage-related spills in 2016
decreosed lo 45 from 93 in 2015, This was despile a
resurgence in allacks on oil and gas facililies inparts
of lhe Niger Dello. Theft.and sabolage caused 90% of
spills of more than 100 kilograms from SPDC

WV pipelines.

Al the start of 2016, there were 270 slles identified for
remediation and cerlificotion, of which 92 have been
remediated and certified, with 31 in Ogoniland
(represenling @ net reduction of 22% In remediation
sites In thot area during 2016). During 2016, 73 new
sites requiring remedialion were identified, of which
nine were in Oganlland. In lolal, there are 251 oil
spill sites thot require remediation,

A heavy hauler driver sofely navigotes around Iho Shell Albion
Sands’ Athabasca Oil and Sands Project, Canada.

We have also supporled the Governmenl of Alberta’s
climale leadership plan, which includes a carbon pricing
regime, a cap on oil sands emissions, and a reduclion in
imethane emissions.

WATER USE AND RECYCLING

Qil sands mining operations use waler lo separale bilumen
from the sand and generale steam for ulilities. We explore
ways lo use less water, For example, we work to eliminale
sleam leaks and 1o reuse waler and stleam condensate
from the production process. VWe manage our tailings and
the storage systems, such as ponds, to Increase the volume
of water we recycle and caplure and lo prevent impacls lo
local walercourses and groundwaler,

in 2016, Ihese various approaches helped us increase
water recycling in our mines by almos! 8%. Our tolal fresh
waler inlake for 2016 increased slighlly. This was because
we needed more water fo dilute the higher calcium
cancenlrations in our recycled water, the result of lower
thanaverage precipitalion and snow melling in the region
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I TAILINGS TECHNCLOGY

Oil Sands Continued

S oy
SHALES

The separalion of bilumen from il sands creates toillngs -
o mixiure of waler, sand, clay, residual hydrocarbons,
lrace heavy melals and olher chemicals. These lailings are
slored in ponds that allow the solids fo setlle so the water
can be recycled.

The tolal area used for slaring lailings ol the Muskeg River
ond Jockpine mines was around 46 square kilomelres of
the end of 2016. This is in line with government-approved
mine development plons as the Icilings areas increase lo
support ongoing production and 1o help fill mined oreas
with solid tailings for future reclomation.

Shell supporls the Albarta governmeni Tailings Management
Fromework, which alms to minimise fluid fine lailings ond
accelerale the process of reclaiming the land. Over the past
decade, we have invested around C$474 million lo
develop lechnologies thal speed up the trealment process for
luid tailings. In 2016, we processed around 3.7 million
cubic melres of fluid fine lailings ot our Albian site.

INDIGENOUS COMMUNITIES

Shell continues 1o work closely with indigenous
communities in Canada lo reduce the impac! cf oil sands
development on tradilional land use and cullure, while
bringing benefits 1o these communities.

The Canadian Council of Aboriginal Business has certified
Shell for its work in aboriginol relations across four areas:
employmenl, business developmenl, communily investment,
and communily engogement. The cerlification was
decided by on independent jury made up of
represenatalives from aboriginal businesses.

One example of our aboriginal engagement in 2016
involved the Fort McKay communily advisory group. As
parl of this collaboration, elders joined us to plant irees at
o Muskeg River Mine reclamalion site.

WILDFIRE EMERGENCY RESPONSE

In Moy 2016, o wildfire spread across around
590,000 heclares in northern Alberta, Canado, rig-
gering o slale of emergency and destroying porlions of
the Reglonal Municipality of VWood Buffalo, including
parts of Fort McMurray near our ail sands operations.

We lemporaily suspended the Shell Albion Sands
mining operations lo facus our resources on the safely
of our peaple and the wider communily. This included

Shales - also known as light gus and oil - continue 1o
play an important role in meeling global energy
demond, We use odvanced, proven technologies,
including hydraulic fracturing, and follow our operating
principles to unlock these resourzes safely

and responsibly.

Tight gos and oif resources are Irapped in microscopic
pores ol dense shale or sandslone rock, normally
thousands of metres underground. Hydraulic fracluring hos
been used for decodes in the oil and gos industry lo
extract light gos and oil. The process fraclures the rock ond
releases the gas and oil inlo the vsll,
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Since 2005, Shell hos spent neardy C$ 1.9 billion with
local Indigenaus contracling companles,

RECLAMATION

Reclamolion is an imporlant part of the development of our
oil sands mines. Before mining, the surface soils ore
removed and stockpiled for fulure reclomotion. We recloim
the land by refilling the mined-out areas with lailings and
resloring the conlours of the disturbed lond. We then
replace surface soil and plonl native vegelation on

the sites

By the end of 2016, Shell had permanently recloimed o
lolal of 221 hectares of lond and plonled almast 1 million
Irees and shrubs al the Albian mine sites.

In March 2017, Shell agreed o sell to Canadian
Resources Limiled (Canadian Natural) its 60% interes! in
the AOSP, accounted for os o joint operotion, its 100%
interes! in the Peace River Complex in-situ assels including
Carmon Creek, and o number of undeveloped oil sands
leases, all in Alberta, Conada. The consideration is
approximately $8.5 billion, comprising $5.4 billion in
cash and around 98 million Canadian Nolural shares
currenlly valued at $3.1 billion. The rransoctian is
estimaled o resull In @ postHox impairment loss of $1.3
billion 1o $1.5 billion, subject 1o adjustmenis, In a reloted
transaclion, Shell and Canadion Nalural have ogreed lo
jcintly {50:50] acquire Marathon Qil Canada Corporation
IMOCC), which has o 20% interest in the AOSP, for
$1.25 billion eoch, Following these transaclions, Shell will
conlinue as operalor of the Scolford upgrader and the
Quesl CCS projec!. Subject to regulatory appravals, the
iransactions are expecled lo close in mid 2017. Subject lo
clasing of these transactions and addilional further
conditions, Shell may swap ils purchased Inleres! in
MOCC for o 20% interes! in the Scotford Upgrader ond
Ques!. If the swap were 1o occur, Shell would fully exit
AQSP mining operalions and hove o 20% inleres! in the
Scolford Upgrader and Ques!

feeding and shellering thousonds of people ond their
pats at our Albian Villoge work comp, and the safe
evacualion of 9,920 disploced employses, contraclors
and community members took place from Shell's Albian
Aerodrome. Al aboul 80 kilomelres north of the city, our
mining sile remained safe and secure from the wildfire,
Shell emergency response teams in Forl McMurray
provided support lo local and provincial fire erews ond
Shell donated fuel lo first responders in the regian.

A 1
P
The Shell Groundbirch assel, located in Northeas! British Columbsia,

Conada, vses hydroulic hachuring 1o unlock light gas ropped in
rock underground.
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The shales portfolio within Shell's Upsireom business is
currenlly focused on the Americas. VWe see shales as o
future opportunity, one thal we expec! lo become o
significant growlh priority for Shell beyond 2020. in
2016, we reduced spending by 20% but grew our
porlfolio value by 13%. From 2015 to 2016, our
personal safety performance measured as Iciol recordable
cuse frequency, improved by 40% and our process salety
evenls reduced in number by 50%. The number of spills
hos also reduced by 50%.

PROTECTING THE ENVIRONMENT WHILE
SAVING ON COST

In 2016, we converled the hydraulic frocturing fleet In our
Appalochia operalions in Pennsylvania, USA, o electric
power. In colloborolion wilh oil and gos services company
US Well Services, Shell deployed o lechnology for
frocluring thot required no diesel fuel This significantly cut
our air emissions and saw a reduclion in nolse ond water
use = all while saving cosls and Improving efficiency

ond reliability.

RAISING THE BAR WITH DIFFERENTIATING
PRINCIPLES

Shell upholds a set of five global principles, the Onsliore
Operoling Principles, that govern the onshore tight or shale
gos and oil activilles where we operate and where
hydraulic lrocluring is used. The principles cover salely, air
quality, water protection and use, lond use and
engagemenl with local communities. We supporl
regulotians thol se! comporoble standords. We review and

Decommissioning is port of the normal life ¢ycle of
every oil und gas structure and must be done sofely and
respansibly when a facility reaches tha end of its |ife

When we decommission o well pad, for example, we
sofely seal the well, remove the production equipment ond
reinslale lhe land. We use experlise from ihe
decommissioning induslry lo help us.

Somre of our more complex decommissloning projecls loke
place offshore, For example, our largest decommissioning
projeci 1o date Is the Brent oil and gos field, which lies in
the North Sea between Scotland and Norway.
Preparation for decommissioning the four Brent plotforms,
called Alpha, Bravo, Charlie ond Delta, storled more than
o decade ago. During this period, around 300 scientific
and technicol studies explored the options for
decommissioning the Brent field. This included consultation
wilh more than 180 interesled parties and an independent
review group to help validate the science and
engineering. Shell's recommendations for the
decommissioning programme include closing down and
making safe the four platforms, the wells ond the undersea
infrastruciure. We launched a é0-doy public consullotion
In February 2017 to allow anyone with an interes! lo
access our full recommendations,

updote our Onshore Operoling Principles os new
lechnologies, challenges and regulatory requirements
emerge. In 2016, we updoled the Principles lo include
how we manage any polentiol induced seismic evenls
from our water injection or hydraulic fraciuring octivities,
There hove been no seismic events fell on the surface that
were afiribuled 1o Shell's onshore operolions in

lhe Americas.

COLLABORATION, INNOVATION AND
CONTINUOUS IMPROVEMENT

In our own operalians, we conlinue 1o lake octions lo
address air quality and control fugitive emissions, reducing
the potential for our impoc! on the envionmenl. We stive
lo be transporent In our oclivities and work in parinership
with communilies and others in the indusiry to bring aboul
improvemenls In lhe seclor

Shell remains an oclive member and cerlified operator
under the Center for Responsible Shole Development
Through our commilments, we replaced or upgraded
valves linked to melhone leaks ~ known os high-bleed
pneumalic controllers - thal resulled in reduced melhane
intensity at our Appolochio operalions.

Shell conlinues 1o parficipate in the Envionmental Defense
Fund’s "Melhane Deteclors Challenge®, a technology
colloborotion which focuses on improving the techniques
and lools to delecl methane leaks. In 2016, we screened
several melhone delection lechnologies and have chosen
o Canadian facility lor a technology pilor.

There are four plaliorms in Ihe Brent field - Alpha, Bravo, Charlle
and Delia.

In 2015, the UK regulalor opproved the Brent Della
decommissioning programme lo remove the topside of the
platform in a single lift. This will be the lorges! ever lift of its
kind offshore, ond is planned to Iake glace in the summer
of 2017. The topside will be lransported onshore where
we eslimate around 97% will be recycled.

Resloring projec siles is also on imporlant element of the
decommissioning process. In early 2016, Shell decided lo
exit the Jingiv tight gas exploration projert in Sichuon
province, Chino. After consultation with the land owners
and local authorities, Shell restored the sile and established
o decommissioning fund, which was used lo provide
seeds and soil fertiliser, The restoralion olso included
recycling moterlals lo pove a local rood and build sight
urigotion syslems for the community.
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[ The MAM joint venlure operales the Groningen gos field

MEASURING
THE IMPACT OF
|EI\/IS\RTH(.QUAKES
GRONINGEN

in the Nelherlands. Since a signi ficont eorthquoke in
2012, the NAM hos studied the impact of earthquakes
associaled with the gas produclion on the residents. The
stuclies hove helped the NAM 1o implement and improve
meosures thal address the impact on the residenls,

Since 1963, the NAM joint venture (Shell interest 50%, Exxon-
Moabil interesl 50%) in parinership wilh the Duich government,
has operaled the Groningen gas field in the Netherlands, one
of the larges! onshore gas fields in the world.

Regreliably, gas produclion caused a lorge number of earth-
quakes in the area, which have damaged homes and build-
ings, and caused onxiely for peaple locally. Various meosures
are in place for this impact, such as improvemenls lo damage
clalm handling and a value loss compensation scheme. As o
resull of lhe earthquakes, the Nelherlands Ministry of
Economic Affairs has significanlly limited gas production in
Groningen since 2014. The measures included production
limils in areas where the earthquakes caused the greales!
domage and highest secial impacts. Earthquakes in
Groningen are becoming less frequent. In September 2016,
the ministry appraved the production of 24 billion cubic melres
of gas per year in Groningen uniil Ociober 1, 2021, and will
review these production levels each year.

IMPROVING QUALITY OF LIFE

Shell supporls NAM and the government as they loke the
necassary sleps to improve the siluation. This includes ensuring
production levels are safe; repairing damage and where
necessary slrenglhening houses; ond supporling regional
programmes lo improve qualily o life and economic develop:
menl. As part of his, NAM fs also working closely with local
residents and olher relevant parlies including the National
Coordinalor for Groningen [NGC), Cenlrum Veilig VWonen,
the Ministry of Economic Affaits and experts on these
subjecis. The various roles conlinue lo evolve. As an example
of this is that on 30 March 2017 NCG announced lo intro-
duce a new damage claim system as per 1 July and tha!
NAM will no longer be involved in this process.

During a Dulch Porliament hearing in 2016, the President of
Shell Netherlonds, Morjan van Laon, apologised fo the resi-
dents of Groningen. She recognised that Groningen

was having lo deal with most of the problems caused by the
earthquakes, while the whole country had benefited from the
gas production wilh an increase In prosperily.

SOCIAL IMPACT ASSESSMENT

In order lo get an averview of the social impacts of the earth
quakes, NAM commissioned Dutch consullants Rayol
HaskaningDHY lo carry out a social impact assessment in
2015. The report was updated in 2016 and has besn
published in 2017, The impac assessment provides an

Frils and Ada Indri, who live neor the Groningen gos field in the
Natherlands, had their hause rebuilt 1o be earthquakeproof ofter
it was severely domaged due 10 an eorlhquake
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External opinion

"In Loppersum, we see lhe impacls on aur inhabllants of
the earthquakes caused by gas production every day.
There are feelings of powerlessness and anxiely, feet
ings of being unsale, struggles with handling the repairs
and concerns about the value of private properly. Many
people feel as if they've lost control of Iheir lives.

The sludy on the social impac! of earthquakes in north-
east Groningen has mapped the consequences of living
in an earthquoke zone. Il has become a transparent
review of lhe effectiveness of measures lhat hove already
baen tcken. That's 0 good start. The challenge now is to
imprave and complete the measures so thal they will help
restore Irus!, which is badly needed. In order lo achieve
lhat, we need Ia move from thinking to acling.”

Drs. Jacolien Masselink
Programme Manager Gas extraction and Earthquakes,
Municipality of loppersum, the Netherlands

understanding of the effecliveness of the sleps Ihal have been
token and what should be improved or changed.

The sacial impac! assessment analyses eight themes. These
include the domage caused by earthquakes and the way it
is acknowledged and reslored, and the salely of the resi-
denls in northeast Groningen, impact on value of houses
ond broader economic consequences. From August 2012
unlil December 2016, 76,694 domage claims

were submilled,

Among ils observotions, lhe report said there could be finan:
ciol consequences such as a decrease in the value of proper
lies. There could also be posilive consequences such as the
crealion of new jobs in the conslruction industry as a resull of
the repairs and the sirengihening of bulldings. It also found
that there is slill room for improvement regarding communica:
lions with residents.

The recommendations made in the reporl have been used lo
improve measures currenlly in place such as compensation
for damage and temporary reseltlement and to develop new
research. The University of Groningen and the Delft University
of Technology, for example, have researched the health of
people living in Groningen and the liveability of the region,
building on the findings of the repor.

In oddition, the repert provides a useful overview of the situ-
alion at a time when roles and responsibililies are shll
evolving. NAM's aim with these assessmenls is lo improve
the quality of life in the area, by moniloring the effects of the
earthquakes in a tronsporenl and structured way.
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OUR
PERFORMANCE

Each year, we assess the safety of
our operations and our impact on
the environment, including our
greenhouse gas emissions. We also
work closely with communities near
our operations to address concerns
and we contribute in areas such as
local employment and education.

m ] ooo

\_/ Our total recordable case
frequency of injuries and safety
incidents per million working
hours in 2016

& Our number of operational spills
in 2016

O $ 102 wivon

m Spent on voluntary social
investment in 2016
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I e work to deliver energy responsibly and safely, while

SAFETY

locking ofter our employees, controctors, local commu-
nities and the environment. We sirive 1o help improve
sofely performonce throughout the energy indusiry.

Shell's Goal Zero ambition is lo cchieve no harm and no
leoks across our operotions. To occomplish this, we focus
on the three areas of safety with the highest risks in our
activities: personal, process and Iransparl.

We work relenllessly to strengthen our safely cullure and
leadership: this means coring for people, and includes o
facus on learning from incidents within Shell and

other companies.

SAFETY LEADERSHIP AND CULTURE

OUR STANDARDS

Employees and contraclars, wherever they work, musl mee!
our safely standards and requirements. We slrive lo reduce
risks as far as Is lechnicolly and financially feasible, and to
minimise the potential impact of any incident. These
standards also apply 1o any joint ventures that we operate

Shell employaes and conlractors must follow our 12 Life-
Saving Rules, which cover the most crilical safely hazards
that have caused loss of life in our aclivilies. Since their
introduction in 2009, the rules have helped achieve a
nolable reduction in fololities and injuries.

EMBEDDING A SAFETY CULTURE

Shell hos mode grea! progress in improving our safely
peiforrance and Goal Zeio is firmly embedded in all our
work. However, incidents and neor misses still occur.

We work relenllessly lo strengthen our safety cullure,
focusing on caring for people and leadership commilment.
A slrong safely cullure is complemented by a skilled
workforce. We ensure that peaple responsible for tasks
involving o significont safety hazord have the necessary
iraining and skills. Our safely experls work in networks to
shore ond implement bes! praclices around the world.

LEARNING FROM INCIDENTS

We invesligale all incidents and endeavour lo learn from
lhem. Since 2014, more than 80,000 employees and
controctors have participaled in learning sessions that focus
on on incident which presented potential risks lo sofety.
Porticipionts discussed how incidents could have been
prevenled and ways lo apply lessons in their line of work,

We also learn from what we coll high-potential incidents -
incidenls with no consequences but which, under slightly
different circumslonces, could hove led lo people or
focilities being hormed. For examole, an analysis of high-

CARING FOR SAFETY IN NIGERIA

Leaders in Shell recognise that safe assets ore oflen
lhose where peaple care about ane another, This
encourages people lo inlervene In potentially
dangerous siluations because they want colleagues to
be safe.

In Nigerio, for example, we ore doing Ihis by dividing
our praduclion operalions inla what we coll 50
familles — groups of people who work closely together
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2016 HIGHLIGHTS

m A process safely incident is any, leak or spill of
hazardous material. In 2016, we achieved our
lowest ever Iotal for both Tier 1 and 2
aperational pracess safety events. (See alsa
Salely peiformance].

m In 2016, we conlinued to work with
conlraclars to improve our sofely performance
and learn from incidents. |See alsa Conlraclors
ond suppliers).

polential incidents in our wells organisalion has led to o
focus on preventing dropped objects. This has helped to
achieve a 40% reduction in high-polential incidenls
involving dropped oblecls in 2016.

CONTRACTOR SAFETY

We employ o large number of conlraclors who often
perform aclivilies with high sofely risks. VWe work with our
conlroclors lo ensure they undersland our sofely
requirements and we help them build skills and expertise to
improve Iheir solely performance where needed.

Since 2014, execulives from Shell hove parinered with the
chief executive officers of 14 major conlracling companies
lo identify prachical steps for safely improvements and
sirolegies for achieving our Goal Zero ambilion. The
execulive pairs hove spansored new safer ways of
working in project delivery and focililies moinlenance.
Senior leaders at engineering company Amec Foster
Wheeler and Shell, for example, worked together lo
simplify safety processes on Norlh Seo platforms.

Crew mombars consult of the Shelburne Basin deepwater
exploration project, Canado

regardless of role ar ronk - covering around 8,500
staff ond contractors. We are working with around 25
peaple who hove the most influence in e@ach of these
tamilies, through discussions and workshops, to help
them understand their work cullure, reflect on their
lsadership, and sugges! arecs of improvement. By the
end of 2016, mare than half the families had taken
parl in these workshops, with the res! o follow

in 2017.
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Wilh our shipping ond morilime pariners, we hove token
sleps to improve safely since 2012, including the quolily
and consislency of their safety managemenl lools. Between
2011 and the end of 2016, the number of serious or
polentiol incidenls across Shell Shipping & Marilime's
contracled componies was reduced by more than half.

RAISING INDUSTRY STANDARDS

Shell sirives lo help improve safely performance Ihroughout
the energy indusiry. We shore our safely experience and
slandards with olher cperalors, conlraciars and
professional groups. These include the Inlernotionol
Associalion of Qil & Gos Producers (IOGP}, he American
Petroleum Institute and Ihe Energy Institule.

For example, Shell is leading o losk force within lhe IOGP
lo develop o sel of stondordised salely requirements in
conslruction projects in Ihe oil and gas seclor.

SAFETY IN DEEP WATER

Shell hos o long history of working sofely in deep woler -
that is, offshore cil and gas production at depths grealer
than 300 melres. Today, lechnologicol odvonces enable
us o work in waler up lo 10 limes that deplh.

Al Shell, we canlinually review our procedures lo keep our
deepwaler operalions sofe and reliable. These include the
onshore surveillance of wells using advanced sensors thot
measure ocean condilions, and high stondords of troining

For example, our Iraining cenlre in Louisiono, USA, hos
equipment Ihol replicotes condilions on on offshore deep:
waler plaliorm. Operolors are Irained in global ond US
heallh, solely and environment procedures, In Nigeria, our
focus on deepwaiter troining hos helped launch Ihe firs!
generation of Nigerian energy engineers.

OIL-SPILL RESPONSE

We regularly tes! our oitspill emergency response
procedures and copability 1o ensure employees and
contraclors con respond rapidly to on incidenl. We
continue lo work with the oil and gas induslry lo further
develop elfeclive oll-spill emergency response capabllilies

During drilling operolions, we gather and analyse
informotion about deepwoler wells lo better undersland
the geology of the area. Reaktlime pressure ond
lemperalure sensors Irack condilions so Ihol we can
immediately defect any changes. Shelloperated drilling
aclivilies are monitored from a global network of onshore
operaling centres which allows oversigh! and limely
lechnical supporl.

SAFETY PERFORMANCE

PERSONAL SAFETY

Everyone who works for us, or with us, hos on imporiant
porl lo play in making Shell a safer place lo work. We are
aiming for more thon a culiure of complionce, one in
which people feel lislened lo and cored for. Our oim is lo
have o more motivoled, produclive, heallhier and

safer workforce,

For example, al the Pernis refinery in the Nelherlands, we
have worked on crealing a posilive work cullure, where
ideas from workers ore welcomed, reworded and
implemented when feasible

External opinion

*Simply shoring inciden! informalion with people is not
enough for effeclive learning. We need to undersiand
more aboul exaclly how odulls learn from incidenls.
With this in mind, Shell and the UK induslry body
Energy Inslilule sponsored us lo observe Shell
employees al refinery siles in the UK and Canada

“We pinpointed a critical
learning stage that’s often
missed”

We pinpoinled a crilicol leorning stoge thal is offen
missed: considering how incidenls specifically relale to
your line of work and how you con adop! your
proctices lo prevent fulure incidenls.

We developed a loolkil thot encourages refleclion ond
allows siles 1o improve lhe measurement of incidenls.
The Open Unlversily is now working with Shell to
invesligale the impocl on learning of informal
communicalion networks, such os lolking wilh
colleagues on site, and olher ways la improve Ihe llaw
of inciden! information for sofer working,”

Allison tittlejohn
Professor of Learning Technology and Academic
Direclor of Digilol Innovotion, The Open University, UK

Total recordable case frequency (TRCF)
injuries per million working hours
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[ We run on annual safety day thal gives our employees

Safety Continued

42

and conlraclors lhe opportunity to learn how they con
manage 'he safely hazards in their work and share ideas
wilh each olher,

Overoll, in 2016, following steady and significant
impravements in our safely performance over the post
decade, the number of injuries pet million working hours =
lhe tolal recordable case frequency — hos increased
slightly compared 1o 2015, We achieved our lowest ever

Lost time injury frequency (LTIF)
injuries per million working hours

level of injuries thot led to lime off work in 2016,
measured as lost lime injury frequency.

Our falal accident rote = the number of fatolities per

100 million working hours — decreased in 2016 lo the
lcwes! ever level, but we slill need lo do more in this area.
Sadly, three people lost their lives while working for Shell
in 2016.

Fatal accident rate (FAR)
faralities per 100 million working hours
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PROCESS SAFETY

A pracess salely incident is any leak or spill of hozardous
material. Process safely management is about keeping our
hazardous substances in the pipes, lanks ond vessels so
lhey do nol cause any harm lo people or the environment.
It starls with designing and building projects and is
implemented thraughout the life cycle cf these facilities 1o
ensure they are operaled safely, welkmointoined ond
regularly inspecled. With our lechnical and operational
safely slandards, we aim to ovoid the release of
hazardous maleriol, and minimise the consequences if any
releases do occur. If an incident occurs, we Invesiigole
ond learn from it.

We make sure thal we hove the necessary resources lo
deol with spills, leaks, fires and explosions. Qur
emergencyrespanse plans are roulinely tested and
improved ofter simulation exercises.

In line with indusiry standards, we measure and report
according lo the significance of the incidents, with Tier 1
as the mos! significanl. In 2016, we achieved our lowest
ever lolal for both Tier 1 and 2 operolionol process safety
events. There were 39 Tier 1 events in 2016, compared
lo 51 in 2015 ond 107 Tier 2 evenls in 2016,

ROAD SAFETY

Traffic occidents claim around 1.25 million lives every
year, according lo the World Health Orgonisalion.
Shell is working to ensure our employees and
professional drivers have the best sofely skills possible
and behave responsibly on the road. Qur opproach 1o
road safely opplies 1o all the countries where

we operate.

Since the inroduction of our first global driver safety
programmes in 2008, there hos been a significant
decline in folol rood incidents ocross Shell. We sadly,
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compared lo 169 in 20135, This is o reduclion of more
than 30% compored to last yeat.

Process safety evenis relaled 1o sabotage and theft in
Nigerla are recorded separalely, There was on
impravement during 2016 with fewer incidents: 17 Tier 1
and O Tier 2 evenls, compared lo 28 Tier 1 ond 17 Tier 2
in 2015,

In 2016, the four most significant operational
incidents were:

®u a fotality al our Fox Creek operalions in Canada;

M a gos release al the Moerdijk chemical plon in the
Nelherlands;

o gos release from lhe offshore wellhead pipeline in
India; ond

w a crude oil spill from o subsea flow line in the USA.,

TRANSPORT SAFETY

Moving large numbers of people, producls and equipment
by road, rail, sea and air brings salely risks with it. We
work closely with specialist contractors and induslry bodies
lo find ways of reducing these risks.

recorded one road falalily in 2016, when one of aur
conlractors wos involved in a vehicle rolkover at our
QGC venlure operalion in Australia.

Qutside our own operalions, we also wark la improve
rcod safely through social investment in communities.
Shell Malaysia, for exomple, has worked fo improve
rood safely cullure for nearly 60 yeors ond its current
campoign, lhe Shell Road Salety Movement, torgels
schoal children; college students and

local communities.
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The monogerment of security risks is port of our efforts to
prolect our staff and contraclors, communities and
the environment.

In line with our goal of no harm lo people, we carefully
assess the security threots and risks lo our operolions. We
work with governments ond pariners lo safeguard our
assels and provide a secure working environment for our
employees ond conlractors.

Shell only uses armed security in countries where the
threals are mos! severe, or ifitisa requirement under local
lows. Greater threots ore mostly due fo increased
geopolitical volatility in certain ports of the world.

HUMAN RIGHTS AND SECURITY

We creale securily risk management plans as part our oim
lo prevent harm lo communities and the environment. We
work alongside governmenis, companies and non-
governmental organisations, which are involved in

the Voluntary Principles on Security and Human Rights
(VPSHR) inifiative, lo increase adoption of the principles.

An employes enlers security gates at the Shell cffices in
Doha, Qular,

Qur securily plans are validated by independent audils
and assurance checks.

For more delails on how we implement these principles
see our YPSHR reporl.

We carelully consider the potentiol environmental impact of our activities and how local communities might be

atfected during the lifetime of a oroject.

HIGHLIGHTS IN 2016

a In 2016, we reduced the direc! greenhouse
gos emissions fram facilities that we operale lo
70 million tonnes on o CO2-equivalent basis,
We also reduced our flaring from 11.8 million
tonnes COz-equivalent in 2015 to 7.6 million
lonnes in 2016. (See alsa Our greenhouse gos
emissions, Flaring).

u We hod 71 operationol spills in 2016, down
from 108 in 2015, conlinuing year-onvyear
improvements In this area since 2006,

m The Internationol Union'for Conservation of
Nature (IUCN) Niger Della Panel -facused on
enhanced remedialion techniques and
protection of biodiversily af sites affected by oil
spills in Shell Petroleum Development
Company's [SPOC| areas of operalion in the
Niger Della - completed its work in 2016. (See
also Environmental partners, Our aclivities in
Nigena).

u We joined the Climate and Clean Air Coalition
Oil & Gas Methane Partnership in early 2017
fo continue making progress on methane
managemenl. (See also Monoging methone
ernssions).

MANAGING ENVIRONMENTAL IMPACTS

Shell is the operator of Majnoon, one of the world's
larges! oil fields [Shell interest, 45%). In 2016,
Maijnoon was cerlified 10 1ISO14001, making Shell the
first internationol oil company to achieve this
cerification in the country.

The UNESCO World Heritage Commitiee hos
recognised the area of the Mesopotamian marshes

OUR STANDARDS

We aim o comply with all environmental regulations,
continually improve our peiformance, and prepare for
future challenges and opportunities. We use external
slandords and guidelines, such as those developed by the
World Bank and the International Finance Corporation, to
inform our approach.

Our global environmental standards include a focus on
managing our emissions, minimising our use of fresh water
and conserving biodiversity, Within our operalions, we
also focus on reducing our energy use, flaring less gas
and prevenling spills and leaks.

When planning new projects, we carry out detailed
assessments of the polential environmental, social and
health impacts. These assessments help us manage and
reduce impacts on the environmen! and communities
during construction, operation and, when

relevant, decommissioning.

We require major installations including refineries,
chemical plants, gas plants and permanently stoffed oil
and gos production facilities o cerlify their environmental
management syslem lo on internationolly recognised
standard, such os ISO 14001, which sels out the criteria
for environmental management systems.

IN IRAQ

north of Majnoon as a World Herilage Site. Shell
works with conservalion organisations such as
Wetlands International and IUCN, as well as local
slakeholders and international consullants, to ensure
projects are developed in a way that avoids
negalive impacts.
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SENSITIVE AREAS AND OCEANS

We seek lo understond and respond 1o any potenlial
impacts our oclivilies may have on biodiversily or
ecosystem services. This covers the benefits, such os food
ond cleon water, which people or businesses derive

from ecosystems,

We develop biadiversity aclion plans when operaling in
oracs that are rich in biodiversity, oreos also known as
criticol habitats. These assess and miligole the impact of
our plans on local biodiversily and dependent
communities. We poriner with mojor conservation
orgonisalians to understand how lo pratect these crilical
habitats ond the benelits that people derive fram them,

PROTECTING OCEANS

Increased industrial octivity In seas ond oceans around the
werld is leading lo enviranmenlol concerns. Marine spoliol
planning - o process which identiies natural resources and
habilals in on area and plans how best lo use them - is
increasingly being used lo improve decision-making where
compeling human aclivilies occur, This includes manoging
he ellacts an ihe nanne environment of fisheries, shipping
ond oil and gas explaration

For example, Shell is supporling on inilialive in Gabon
where the government and the Wildlife Conservation
Saciely are working fo creole Gabon Bleu. This will create
prelected marine oreas, zones for Iraditional fishing
methods, and sites where ail and gos aclivily and
canservolion caexis!. Shell is providing data, Infoimation
ond expetlise.

Wa are also working with scientists to explore the depths
of the ocean. Our Slones deep-water project in the Gulf of
Mexico, USA, lor example, will shore the dola we collect
from sensors with marine scientisls. Shell is also o member
of the Inlernotional Assacialion ol Qil and Gos Producers
(IOGP) Joint Indusiry Programme an Sound and Marine

CONSERVATION IN CANADA

Where our operations have offected biodiversity, we
loke measures Io reslare habilals or ecosystems. For
example, ot our ol sands mining aperalions in
Canado, we are reclaiming lhe land as it becomes
owailoble. This means relurning the lond ta conditians
simllor fo those before mining, praviding habitat for
wildlife ond plants, and supporling raditional activities
such os hunting and berry picking. In 2016, Shell
Albion Sands reclaimed 34.8 hectares of land. Ous
wark in this area has been recognised by the Wildlife
Hobital Council, on Iinternational non-profit
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Life. This supports research 1o help understand and miligole
the effects of sounds on marine life generoted by ail and
gos exploration and produclion activity. The research helps
the induslry reduce ils impact on the environment by, far
inslance, developing sollware lo delect marine mommols
near seismic operalions,

NATURAL CAPITAL

Nalural copilal is the value of noture to people, society,
businesses, and the ecanomy. The cancep! of natural
capital - ond measuring, voluing ond accaunting for it - is
evolving and o loplc of interes! to many, including
governmenls, nongovernmentol orgonisations, financial
institutions and businesses.

Shell is involved in several iniliatives lo leorn mare about
nalural capilal, including ils measurement and valualion,
and to better understand its potential applications. Natural
copilal assessmenls can provide exlro insights into Shell's
impact and dependency on ihe environment lo help us
manage this in o suslainable way and inform our

business decisions.

In June 2015, we joined the Nalural Capital Cealition,
that brings lagether o broad range of global slakehalders,
including argonisations from business and finance,
government, academia ond civil sociely. As a member of
lhe technical group developing the Nolural Copilal
Prolocol, a framework designed o help companies include
nalural copilal in heir decision-making, we hove offered
Insights into how the Pratocol could help businesses. Shell,
with the support of our enviranmenlal poriner IUCN, Is ane
of the companies pilating the Natural Capital Protocal.
We ore por! of a warking group within IFIECA, the global
oil and gos indusiry assacialion for environmenlal and
social issues, looking af woler voluation, and exploring ils
application for the oil and gas seclor.

oiganisaion that promotes ond cerlifies hobilat
conservalion and management on lands awned
by companies.

Elsewhere in Canada, Shell hos donated its
explorolion rights ta on area of more thon 860,000
hectares in the wolers of Baffin Bay to the Nalure
Conservancy of Canada. This supports government
and Inuit aspirations lo expand a proposed
conservolion orea off the coost of Nunavut, o territory
in northern Canado.
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ENVIRONMENTAL PERFORMANCE

We improved or mainlained our environmental
performance across many business areas during 2016,
This was due lo operalional improvements as well as
reduced aclivity and divesiments. Details about our
environmental performance are provided below and under
the greenhcuse gas emissions, monoging methane
amissions ond flaring sections.

MANAGING WATER USE

The ovailability of fresh water is o growing challenge in
some regions of the world. We manage our water use
responsibly, and because waler conslrainis tend fo affect
pecple al the local or regional level, we lailor our use of
fresh waler lo local conditions.

In waler-scarce areas, we develop waler managemenlt
plans. These plans describe the long+erm risks to water
avcilobility and define measures lo minimise our use of
fresh water or recommend alternatives lo fresh waler, such
as recycled waler, pracessed sewage waler and
desalinated water. Waste water from our operations is
Irealed belore il is released inlo the environmenl. Where
appropriale, we look for ways lo Ireot waste water using
nalural solulions such as construcled wetlands, This also
helps us o reduce he energy use associoted with

waler management

In Doha, Qualar, for example, our research and technology
cenlre is working on a pilo!l programme lo test whether
construcled wellands can remove chemicals from water
generated os a by-product of oil and gas production. Al
our join! venture operalions in the Omani desert, we use
reed beds lo naturally clean the waler that is extracted
alongside oil production.

We are also involved in a number of working groups with
different organisations, such as the World Business Council
for Suslainable Development and IPIECA.

In 2016, our inlake of freshwater increased lo 195 million
cubic melres of fresh waler, compared 1o 186 million
cubic melres in 2015, mainly due to higher water demand
in our oil sands mining operations. Around 65% of our
fresh waler consumption was for monufacluring oil
producls and chemicals and a further 22% was used by oil
sands mining operations.

Fresh water withdrawn
million cubic metres

Internal opinion

*Our glabal centre of excellence for water af the Shell
Technology Centre in Bangalore allows us to share
ideas, innovalians and technologies across Shell o
Improve our waler efficiency. For example, we develop
technologies that enable the reuse and recycling of
fresh waler lo manage our water footprint in @
responsible way while meeting environmental
standards. Shell parlicipalesin a join indusiry project
with pariners including the Duich government and
universities o find new ways af using saline water to
minimise freshwaler infake.

We also map where fresh waler is scarce lo undersiond
tha lension between freshwaler demand and supply.
This helps us improve our knowledge of the subsurface
lo manage our use of fresh water in our facilllies.

Having a better understanding of the ways water and
hydracarbons separale helps us design projecls more
efficiently and improve our environmenlal foolprint.

Shell continues lo explore ways to reduce the polential
cos! af water risks to our facilities, With advanced
chemisiry and engineering, we can improve our current
performance in line with best practice ond prepare for
fulure legislation.”

Albert Janssen
Manager Waler Technology, Shell, Bangalore, India

Fresh water consumed
million cubic melres
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. sPiLLs

Environment Cantinued
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Shell hos clear requirements and procedures in place to
preven! operalionol spills. We hove rouline programmes to
maintain our facilities and pipelines, and improve their
reliobility, In order lo reduce operalional spills. However,
spills still occur for reasons such os operotional failure,
occidents or unusual corrosion

There were 71 operational oil spills in 2016, down from
108 in 2015. The volume of operational spills of oil and
oil producls in 2016 was 0.7 thousond tonnes, 11% less
than In 2015.

The number of spills caused by sobolage and theft fell lo
46 from 94 in 2015. The volume of these spills decreased
1o 1.4 thousand lonnes in 2016 from 2.2 thousand lonnes
in 2015. In 2016, sabatage and oil theft remained a
significant cause of spills in the Niger Dello, Nigeria.

We investigate and learn from all spills to improve out
performonce and we clean up the areas near our
operations thol ore affecled by spills, irrespeciive of the
cause. As of the end of March 2017, there were five spills
under invesligotion In Nigeria that may result in
adjusiments lo our figures

ENERGY EFFICIENCY

One of the ways we manage our greenhouse gos (GHG)
emissions is 1o work on improving the energy efficiency of
the facllities we operale. The main mefric thot we use lo
measure our energy efficiency is energy inlensity = that is,
the amount of energy consumed for every unit of outpul.

Shell produces GHG and energy management plans with
annual updoles for Shelloperated facilities 1hal account for
more thon 50,000 tonnes of GHG emissions per year,
and for each proposed project that will account for more
than 500,000 lonnes of GHG emissions per year.

These plans must include the sources of GHG emissions,
as well as a forecos! of expected emissions ol the site for
al least 10 yeors, and it must outline options for improving
energy efficiency or reducing emissions.

Some of the ways Shell improved energy efficiency include
making our equipment more reliable through maintenance,
by smart scheduling of maintenonce oclivities or by
installing more energy-efficien equipment,

The overall energy intensily index of our chemical plants
and refineries in 2016 was similar lo lhe year before. For
our chemicals plants, it improved slightly 1o 91.0 in 2016,
compared lo 91.6 in 20185, For our refineries, it was
unchanged al 95.4,

Spills - Operational [A]

External opinion

"In 2006, the Rotterdam disirict of Hoogvlie! storted
exploring the idea of using woste heat from the nearby
Shell refinery in Pernis for ils disirict healing netwark.
Eventually there wos a plon that wos lechnically
feasible, bul not economical because of the raise of the
foreseen invesimenls.

“Sending heat from the
refinery to the city”

The breakthrough came when we visiled the MiRO
refinery, which supplies heal lo the clly of Karlsiuhe,
Germany. As supplier of wasle heat healing company, .
there were o important insights for us. You should not
recover waste heat from the primory production
process of a refinery. And, as pariners, you should slart
wilh the solutions thal ore relalively easy lo redlise,
technicolly and for your organisation. Because of the
securily of supply of the current heat transpart network
from Pernis, Warmtebediijf Rollerdam is looking for o
second heal supplier. In 2016, we signed o contract
wilh Shell and expect lo slart laking heal from the
Pernis refinery of the end of 2018."

Co Hamers
Director, Warmlebedrijf Rolterdam, Rollerdam,
Netherlands

In 2016, chemical planls and refineries conlinued to focus
on operalional improvements, including how lo reduce
unplanned shul downs, which require significon amounts
of extra energy lo slart up again. Together, these measures
hod o cumulative effect on the amount of energy we use to
produce energy and chemical producls, ond ultimolely our
energy inlensily, For example, the combined heat and
power plant af our Bukom refinery and chemical plant in

Spills - Sabotage [A]
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Singapore had Iis firs! ull year of operation in 2016, Il is
expecled fo reduce lolal energy consumplion at Bukom by
belween 4% ond 5%, saving more than 200,000 fonnes
of CO2 a year, Other siles have strengthened the
infegration ond manitoring of energy efficlency in their
daily cperational routine, ensuring that energy use

Is oplimised.

In our oil sands operatians, energy intensity improved lo
5.5 gigajoules in 2016, from 5.8 gigajoules for every
tonne of produclion in 20135, due fo improvemenls in
operalional efficiency. This was our best result in nearly o
decade. Combined wilh Quest carbon caplure slorage,
we reduced the GHG emissions inlensily from oil sands
aclivilies by more than 15%.

In 2016, the overall energy inlensily for the production of
oil and gas In our Upsiream and Inlegraled Gos
businesses |excluding liquefied natural gas and gasto-
liquids) worsened compared with 2015, moinly due lo
inclusion of former BG assets in our portfolio. We expect it
will be difficult to mainiain Ihe energy-efticiency levels of
recen! years, as exisling fields age and new produclion
comes from more energy-intensive sources. This may
increase our upslieam energy inlonsity over lime

Our Downslream and Upsiream operalions are learning
from each other to improve petformance. For example, our
energy-efficiency surveillance ool enhances realtime data
availobility enabling correclive aclions to be become patt
of a doily rouline. The laal wos developed by
Downslieom, and was deployed ol our offshore oil and
gos field Bonga, Nigeria (Shell interest 55%), in 2015. In
2016, it was implemented af other siles in Nigeria,
Norway and the UK, and plans ore in place for Malaysia.

Energy intensity = Chemical plants
chemicals energy index [A]

AIR EMISSIONS

Wi track emissions released Into the olmosphere from our
upstreom and downslream facililies and work 1o reduce alr
pollution from our operalions. This includes making
investments lo lower our emissions of nilrogen oxides,
sulphur oxides and volatile organic compounds thal are
releosed during oil and gas produclion and processing.
These pollutanis can affect air quality in Ihe areas where
we operate. We evaluale and loke aclion lo mitigale
polential adverse impacls of our emissions.

Our sulphur oxides emissions in 2016 conlinued o foll
compared lo lhe previous year

Qur nilrogen oxides emissions increased fram 104
thousand lonnes In 2015 to 122 thousand tonnes in
2016. The increase was primarily driven by the inclusion
of former BG focilities in our porifolio.

Our emissions of volallle organic compounds (VOCs|
increased lo 146 thousand tannes in 2016 compared
with 125 thousand lonnes in 201 5. This was mostly due
lo an increase of venling at our facililies in Majnoon, frag
We expec! our VOC emissions lo decrease in the coming
years as a resull of our efforts lo reduce flaring

and venling.

WASTE

We aim lo reduce the amounl of wasle we generale and
lo reuse or recycle malerials, wherever possible. For
example, in 2016, nine of our downstreom manufacturing
sites sent more than 50% af their waste generaled during
lhe year for recycling or reuse. Cf these nine, five sites sent
for recycling and reuse over 80% of their wasle.

Energy intensity - Refineries
refinery energy index [A)
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years ora nol directly comporabla,

Energy intensity - Upstream
(excluding Oil Sands and GTL|
gigajoules/tonne produclion [A]

[A] Indexed to 2002; bosed an 2006 Solomar EITM melhodelogy.

Energy intensity - Oil Sands
gigajoules/tonne production [A]
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Many of our operalions are located close to
communilies, We work with them lo understand their
priorities ancl cancerns. Managing our impact on
people is essential to being a responsible company.

HIGHLIGHTS IN 2016

® Shell cofunded pilot projects in China with the
Global Allionce fer Clean Cookstavas to give
250,000 households occess lo clean cooking
fuels. {See also Invesling N cammunilies)

n Entrepreneurs behind a Shell LiveWWIREfunded
UK slarlup, which gives cammunities in Africa
access lo safe drinking water using profils from
lhe sale of botlles, pitched their idea to the US
President. [See also Investing in communilies)

n Shell successfully compleled the reseltlement of
around 1,850 people close lo operations in
Kazokhslan after consulling with local
communities. |See also Invesing in
comminiiEs)

LISTENING AND RESPONDING

Respeciful engagement with local communities is critical 1o
the success of projects ond longterm operations, We need
lo understand the priorities and address the concerns or
grievonces people may have.

We have implemented community feedback mechonisms
al all of our operations and projects lo receive, trock and
respond lo questions and complaints from community
members. This enobles us o caplure and resolve concerns
quickly in a Iransparent way, ond lo trock

our performonce

In South Korea, for example, the local community was
concerned aboul noise levels from the construction of the
Prelude floaling UING plant. Shell responded by inslolling
industrial silencers o reduce distutbance from the shipyard.

The lorge Rhineland refinery in Germany is situated close
to urban areas. Before the construction of a railfoading
facility, Ihe refinery consulled with communities living nex!
lo the railway track. Initially, more than 400 people roised
concerns mainly aboul noise from he addilional Iranspart.

Totol complaints received in 2016

68%

Sociql (including labour B Security
complaints, Other
Environment

Safety

1% Business integrily, conlraclual and commerciol, unrelaled to Shell
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Our projects ond operolions con impact our neighbours.
Our social performance team, working with enviranmentol
speciolists, assesses ond manages the impact of Shell's
business o ensure thal work is carried out In a responsible
way, The leam also contribules to building skills in the
communilies where we operale by supporling education
ond training programmes, and by encouraging the
development of local businesses.

We apply both local laws and the principles of
inlernotional low in our work. Shell's Control Framework
uses internolional slondards as a benchmark, such os those
set out by the Inlernalional Finance Corporolion.

ASSESSING QUR IMPACT

Shell conducts on environmental, social and health impoct
ossessmeni for oll major projects lo understond the positive
ond negalive elfects thol the project is likely to have on the
surrounding environment and the local communilies. Shell's
inkernol specialisls os well as consullants and scientific
advisors help projec! teams understand the impoct on
land, livelihood and cullure, o respec! human rights, and
lo interpret and apply locol and internolionol siondards

As o result of the engogemenl, Shell decided Io use a fleet
of lowrnoise freight wagons with silent brakes. The solution
was accepled by the community and supported by the
municipality. In September 2016, construclion was
cempleted withoul further complaints rom the communily.

COMMUNITY FEEDBACK IN 2016

Shell uses data from our community feedback mechanisms
as a performance indicotor ot both the local community
and global levels, Community complainis are regislered in
different calegories lo identify common issues acioss Shell
and share knowledge on how they were resolved.

Complaints are recorded and consolidated on a quorterly
basis lo Irock performance of complainl management in o
limely monner. In 2016, the profile of complaints wos
consistent wilh the previous three years, in which the
largest number of complaints received relaled la social
ond environmenlal issues. Concerns about local job
opporiunities, allocation of benefits rom soclal invesiment
and the impact of our operations on people’s land,
properly or livelihoods comprise most of the social issues.
Mos! environmental complaints ore related lo nuisances,
such os noise, odours or dus!.

RESETTLEMENT

Our operations somelimes require lemparory or permanen!
access o areas of land or sea where people ore living or
working. Where resetilement is unavoidable, we work wilh
local communities to help them relocale and mointain, or
imorove, their slandard of living. If necessary. we support
them as they establish allernalive livelihoods.

As a result of the acquisition of BG, Shell become joint
operator of Karachagonak Petroleum Operaling BV (KPO,
Shell interest 29.25%) in north-wes! Kozakhslan, In 2015,
the gevernment approved an expansion of the safety
perimeter around the Korachogonok field, which required
two villages to relocate. Led by the regional government
ond funded by KPO, around 1,850 people from these
villages were resellled in line wilh international

best praclice
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In late 20135, the first 82 households ware successfully
resetlled lo new housing and compensated for moving
costs and loss of assels. In the second phase of
resetlement, we ore working with the government lo
ensure that the remaining 373 households from the village
of Berezovko hove comparable or better housing and thot
their livelihoods ore restored. Shell hos funded the
construction of o new school and kindergarten where holf
the places ore ovailoble fo local residents. We continue lo
consull with alfected people, local leaders and
representolives 1o ensure they thrive in their new location.

INDIGENOUS PEOPLES

Our aclivilies in cerlain ports of the world affect indigenous
peoples who hold specific rights for the protection of their
culture, Iroditional woy of life and special connections to
londs and waters.

In line with Shell's General Business Principles, and in
supporl of the UN Decloration on the Rights of Indigenous
Peoples, our approach is to continue seeking lhe support
ond agreement of indigenous pecples polentially offected
by our projects. We do this through mulually agreed,
tronsparent ond culturally appropriate consultotion and
impacl monagement pracesses. |l requires open dialogue,
good faith negotiations, and, where oppropriote, the
developmenl of ogreemenls that address the needs of
indigenous peoples.

We recognise the principle of fres, prior and informed
consent, os Inferpreted by the Internolional Finance
Corporation Performance Standards, as o safeguard for
indigenous peoples’ rights. We believe our approach is
consistent with the application of Inis principle, while
respecting the lows of the |urisdictions in which

we operale.

For example, in Russia’s For East Sakhalin Island, Sakhalin
Energy (Shell interest, 27.5% minus one shore) signed ils
third Sokhalin Indigenous Minorities Development Plon
(SIMDP) for 2016 —2020. Under the plon, decision-
making about the selection of projecls lo suppor! economic
ond social developmenl involves elecled indigenous
representotives. The plon is implemented in parinership
wilh the Sakhalin regionol government and the Regional
Council of Indigenous Peoples. Over the post decade,
more thon 500 prolects hove been developed and
approved for implementotion under the plon, such as
wood carving workshops ond fishing schools.

Social complaints received in 2016

4% I%

17% 4. E

r

76%

Locol contenl, "Il Stakeholder engagement
social invosimentond ¥ Physicol impacls
benefits shoring

%l Lond, livelihood and property

Internal opinion

*The cullural herilage resources of Majnoon in lrag and
the surrounding marshes provide on inleresting chapler
in the human slory. It was here in southern
Mesopotomio thot humanity wilnessed o marked rise in
soclal complexity that led 1o the development of cilies,
social classes, writing and croft specialisotion. Qur
orchoeologicol work al Majneon aims o uphold Shell's
commilment to social performance by inlegroting the
protection of cullurol herilage inlo the development of
one of lhe world's largest oll fields. We were hired 1o
bring global expettise in cullurol heritage management.
We work 1o follow International best praclice under the
Internotional Financial Corporation’s Performance
Standards for cullural heriloge because Ihe prolection
of culturol herilage is the responsible and right thing fo
do.”

“Protecting cultural heritage is
the right thing to do”

Matthew Whincop
Whincop Archaeology PTY Ud., Director, Austrolio

In 2014, Bolivia changed compensation for new
hydrocarbon projects on collective indigenous lond and
farmland. This mean! that a fixed percentage of the cost of
the activity should be invesled in social programmes
Previously, regulations required companies lo compensate
through cash payments. The following year, the then BG
campaign to explore for oil and gos in the Huacorelo
oreo was the firsl projec! to apply this new regulation.
Initiolly, local communities hod opposed the move away

Environmental complaints received
in 2016

sx 2% 1%
19% | 48%
20%
Nuisance B Impact-Natural amenity
¥ Flaring B Soil/Water contaminalion
Spill 1 Air quality
W Water
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from cosh compensation. Over the post wo years, the
local Shell leom hos worked lo establish o relationship with
these communilies ond identify ond implement sociol
projects thol meet community needs ond obiectives. These
programmes focused on technical assistance for ogriculiure
ond livestock improvemenl. Shell is in the process of
obtaining the environmental licence to launch the new
phase of exploration in Bolivia, which is expecled lo begin
in 2017.

CULTURAL HERITAGE

Cullural heritage con be represented in tangible form, such
os treasured orlefocls, or as intongible allributes, such os
longuoge ond Irodilions. It moy hove greal value for post,
present ond fulure generations. Qur specialists work lo
preserve cullural heritoge neor our operations.

INVESTING IN COMMUNITIES

Invesling in lhe communities where we operate enables
local people lo participate in the benefits that industrial
development con bring, ond is ceniral 1o the way we do
business. We develop social investment projecis thol ore
closely aligned with our business.

In 2016, following the integrotior: of BG, we reflected on
our sacial investment stialegy and made science,
technology, engineering ond mathemotics {STEM|
educalion one of aur three core Ihemes, with the oim of
making o more posilive impac! on fulure generations
through education. The key globa! social invesiment
themes ore:

® access lo energy;
® boosting local skills and enterpiise; and
u STEM education.

Shell teams con also implement local programmes on other
communily lopics, such os conservation, rood safely and
heclth, thot ore connecled o our business.

Shell is the operator of the Mojnoon ail ond gos field in
Iraq. The field is the site of rich cullurol herilage due Io its
proximily 1o on area considered the cradle of civilisolion,
In 2016, Shell - in consullation with the Ministry of
Antiquities - identified two odditionol orchoeological sites
lo the 10 previously identified. All sites ore recorded in
Shell's geagraphic information system. In 2017, they will
be formally registered with the Ministry of Anliquities ond
ortefocts will be handed over 1o the Basra Museum.

ACCESS TO ENERGY

More thon 1.1 billion people in the world hove no
electricily -~ ond a billion more only hove access lo
unreliable and unsafe power networks. Nearly 3 billion
people rely on solid fuels for cooking. The ability to obtain
reliable ond safe energy enables economic ond sacial
development, ond improves the health, education ond
livelihoods of people around the world. At Shell, we apply
our core business skills ond technical resources lo bring
energy lo communilies thot need il ond where we hove

o presence.

In the Philippines, through the Pilipinas Shell Foundolion,
we funded o microgrid thol uses hydropower and solar
energy lo power on indigenous village in Polawon. It
provides the local Bolok tribe with o conlinuous electricity
supply. In 2016, we launched another microgrid
programme for o fishing community, mainly using

wind, bocked up by solar ond diesel.

Shell teoms hold an open house with community members in Huacorelo os parl of o sociol project in Bolivia.
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In Nigeria, we crealed on independent, notfor-profit
company lo help establish the market for off-grid
renewable energy in the country. Together with its partners,
the company will provide invesiments ond technical
support lo address energy poverly in unserved and
underserved communities.

BOOSTING LOCAL SKILLS AND ENTERPRISE
Shell supports the bulding of new busiriesses lo generate
local employment and our LiveWIRE programme helps
enlrepreneurs lum their ideas into reclity. The programme is
oclive in 15 counliries where we operate. In 2016, 7,889
people took part in LiveWIRE and small business
development programmes, and 351 businesses

were established.

Shell LiveWIRE Nigeria awarded around $124,000 in
business stortup funding to 50 budding young
enlrepreneurs from Oganiland who successfully completed
ils enterprise development programme. The enlrepreneurs
will use their funding to start a wide range of businesses in
areas such as palm oil processing, poultry farming, solar
energy and waste paper recycling.

LiveWIRE entrepreneurs conlinue lo hove on economic and
social impact. In 2016, five years after Shell funded their
British startup, entrepreneurs behind the GiveMeTop botile
venlure pilched their idea to US President Barack Obama.
GiveMeTop gives communities across Africa access lo
clean, safe drinking waler, through pumps installed using
profits from the global sales of drinking bottles. President
Obama then personally selected the company as part of a
Google initiative lo promole entregreneurs

In Saudi Arabia, where LiveWIRE is called Intiloagoh,
Shell irained 823 participants in 2016 - 57% of whom
were women - and supported the stortup of

69 businesses.

CLEAN COOKSTOVES

Shell is one of the founding partners of the Global
Alliance for Cleon Cooksloves, a publicprivote
partnership that helps 1o create a thriving global market
for clean and efficient household cooking salutions.

Since 2010, we have pledged $12 million o the
ollionce and provided inkind support on leadership,
business and lechnical skills. We have also contributed
half of the alliance’s Spark Fund, a grant facility that
supports the development of clean cooking

enlerprises globally.

Shell's support to the alliance builds on the work

of Shell Foundatian, on independent charity that
helped 1o set up the Alliance, together with the UN
Faundolion and US Stale Deporiment.

In 2016, Shell cofunded seven pilot projects in China
lo explore a more marketdriven approach lo
promoting clean coaksloves and fuels. This helped 75
new fuel distributors start up and gave 250,000
households access lo clean cooking fuels. In India, we

External opinion

“VWe ore a consumers’ club supporting local agricullure
by purchasing organic products from producers. The
LiveWIRE programme was essential ko establishing my
company's rools and preparing it for business and

the market.

“LiveWIRE helped prepare my
idea for market”

There is a strong network among the entrepreneurs
offering knowledge and connections, facilitated by the
grogramme slaff. The Shell Iniciotiva Jovem LiveVIRE
Brazil programme also helped me control my anxiety
about my prafessional life. Ultimately, it allowed me
loke on idea, pul it into perspective ond lum it inlo a
successful and structured project.”

Victor Piranda
Entrepreneur - Winner of liveWIRE Brazil award, Clube
Organico, Rio de Janeiro, Brazil

The ollionce’s goal is for 100 million households 1o gain
occess 1o clean and efficient cookslovas and fuels by 2020.

spansored a workshop for 14 cookstove and fuel
businesses o help them grow in a suslainable way
and suppori heir applications for fulure funding.

By the end of 2016, the alliance and its partners had
distributed around 53 million clean stoves. The larget is
to reach 100 million households by 2020.

SHELL SUSTAINABIUTY REPORT 2016 OUR PERFORMANCE 51



Preliminary Public Copy

I  LOCAL GOODS AND JOBS

Social Performance
Continued

Shell alse Inves!s in communities through local employment,

huying goods and services lrom Iocal sources and by
supporting the economic development of lhe community

We prioritise buying goods and services from local
suppliers lhat mee! the standords we require. In some
cases, we support local businesses and skills development
to meel lhese standards. In 2016, we spenl mare thon
$45 billion on goods and services warldwide, of which
oround 64% was in Conoda, Nigetia, lhe Nelherlonds,
the UK and the USA. In 2016, Shell spent $4.4 billion
on goads and services from local companies in counlries
wilh a gross domeslic product of less $15,000 a yeor
per person.

In the UK, for example, Shell's Upstreom business spen
oround 47% of its conlracling budget with UK companies.
Around 26% of this was spen! wilh companies based in
Scollond and 2 1% with companies based in England
and Wales,

The Nyhamna Expansion in Norwoy was one of Shell’s
bigges! brownlield projecls in 2016. Here, we worked
with the main contraclor on the project lo enable local and
regionol small and medium-sized componies lo compete,
by developing capabilities and a supplier network, Qur
analysis shows that more than 80% of our spending was
on Norwegian conlent in the projec! and more than

$58 million of lotal invesiment In businesses in cenlral
Norway. Overall, this involved more than 150
Norwegion companies.

STEM EDUCATION

Engogling children in STEM s o vilal slep 1o inspiring them
to become fulure engineers or scientisls. Shell has STEM
programmes in 16 counlries, including the USA, UK,
Brazil, and the Netherlands.

In Brazil, we iniroduced o STEM educolion programme for
less privileged children in 14 public-seclor middle schools
in the Rio de Janeiro and Ria Grande do Sul slates, The
project slarted in 2012 and provides leacher iraining,
teaching aids and resources, Around 6,000 sludenls

Social investment in 2016
proporlion af spend

ay 1%
6% g

mrm

W

1 2%
15%
Required social investment B Othor

¥ Educolion @ Encrgy access
1" Communily development %4 Blodiversity
8 Enlerprise dovalopment B Road safety

{6—14 yearolds) and 130 teachers hove laken car
every year.

In the UK, Shell has invested more thon £ 1million since
2014 in a programme called Tomorrow's Engineers,
which aims 1o give 11-14 year olds engineering
experience wilh employers. With Shell's invesimen!,
Tomorrow's Engineers has launched o new school
piogramme — Energy Guues! — 1o help sludenis explare lhe
science and maths curriculum in o fun and engaging way.
At lhe end of 2016 more than 35,000 students had
participaled. The Shellsponsored Girlz in Energy
pragramme is also helping lo remove barriers lo female
porlicipolion in STEM careers and now reaches 100
young women |14=16 yeor olds) a year.

In Ihe Nelherlands, Shell lounched the Generation
Discover Feslival o inspire children, parents ond teachers
in the world of science. In 2016, more than 31,000
visilors, including 10,000 schoolchildren, allended the
flivedoy festival.

SOCIAL INVESTMENT IN 2016

We volunlorily invest in prajects Ihat aim 1o benefit local
communities over lhe long term, as well as Inves! in social
programmes as parl of caniraciual agreements or legal
requiremenls with host governmenls. In 2016, we spen!
around $193 million on social invesimenls wotldwide,
compared with $219 million in 2015.

In 2016, we spen! $102 million on volunlory social
Investment, of which around $58 million wos in line with
our global themes - energy access, baosling locol skills
and enterprise, and STEM educalion, We spen! araund
$44 million on local programmes for community
development, disoster relief, educotion, heolth and
biodiversity. We eslimate thal olmost $96 million of our
lolol spend in 2016 wos in counlries thal ore par! of the
United Nalions Development Programme Human
Davelopmenl Index 2015, that is, those defined es hoving
a gross domeslic product of less than §15,000 a ysor per
person, Significan! supporl is also provided in the form of
volunlary work by Shell employees and donalions

of equipment

Social investment in 2016

split by region

7%

43%
13% "
J
10%
16%
Africa o Europe / CIS

| Americos W MENA
*I Asia Pacific Global {various regions

incl. Shell Foundation)
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Shell conducts an environmenlal, social end heallh
impacl assessmenl for every major project. This helps us
to understund and manage the effects our projects
could hove on the surrounding environment and

local communities.

ASSESSING OUR PROJECTS

When we plan or develop new facilities, or make
changes 1o exisling ones, we opply o sloged projecl
developmenl! pracess [see diagram) and aim for @
consislenl approoch around the world We embed
suslainability across our projects by:

u conducling inlegrated assessmenls of the polential
environmental, social and heallh impacts. These may
include specialist studies on topics such as waler use,
cullural herilage or securily; and

® engaging wilh communilies lo undersland concerns they
may have and discussing possible ways la address
Ihese cancerns.

These assessments help us manage and reduce polenlial
impacls ol all slages of projects. We also draw on
inlernational standards, such as those of the World Bank
and the Internatianal Finance Corporalion, lo guide our
engagement wilh communities

OUR PEOPLE

We Irain our leams lo understand how lo embed
suslainobilily inlo our projecls. They are supporled by
specialisls in areas such os environmental management
and health and social performance including, bul nol
lirniled to:

® biodiversily, wasle, energy and water managemen;
and

® indigenous peoples’ rights, cullural heritage and
resetilement,

The specialisis work with projec! leoms 1o help manage
potential impacls on cammunilies or the environment during
project design, conslruction and operation.

OUR PROCESS

Al each review slage in Ihe project developmenl process,
we decide it and how we are going 1o move forward with
a praject. This includes baloncing short- and langterm
inlerests, and inlegraling economic, enviranmenlal and
social considerations info our decision-making.

The resulls of all assessmenls are documenled in o
miligation plan which is approved by the manager
accountable for the projec!. The plon Is updated and its
implemenlalion is monitored and reviewed throughout the
lifespon of Ihe project.

External opinion

“Early colloboration with non-governmental
organisolions [NGOs) can help the energy sector more
effectively manage its environmentol impacl, reduce
projec! risk, and improve conservation planning. Shell’s
coastal and offshore operations hove direct and
indirec! impacls on coaslal areos and fisheries.
Addressing these impacls early in Ihe project cycle mus!
be a priorily.

“Shell data helped protect tuna
stocks”

Investing in fisheries management, including support for
maniloring and enforcemenl, can mitigale impacts
especially if Ihe Invesiment is in line with the severity of
lhe impacls ond delivers desired conservation
oulcomes. In Gabon, Shell provided the WCS and Ihe
gavernment of Gabon's marine conservalion
programme, Gabon Bleu, wilh data fo improve
planning and managemenl of Shell's seismic surveys
and the awarding of local fishing licences. Al this
helped 1o prolect luna slocks in the areo.

By conlinuing o work closely with conservolion NGOs
Shell con ensure it has the experlise and exchange of
scientific informalion lo betier manage the impact of ils
aclivities and conlribule lo biodiversity conservalion
and fo the local economy.”

Ray Victurine
Direclor Business and Conservation, Wildlife
Conservation Sociely, Seatlle, USA
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Sustainability in the project life cycle - interactive guide

identify
and assess

Identify people who may be

interesled in or offected by the project. @ 1 @ @ @

Engage with stakeholders [e.g.
communities, host governments and
NGOs) and feed responses into our risk E

onalyzes and dacision-making pracess.

2
A

™

Conduct baseline studies of the

local envitanment |e.g. water, biodiversily, 1 0
social livelihoods} and consider how the u@ Q
projecl moy affec! it,

Based on assessment of polenliol impacls

and stakeholder engagement, identify 1 2
mitigation and enhancement / / f
measures,

Implement mitigation plan through b
projec! development and construclion and =3 & S
then in ongoing operations.

1. Myanmar: Shell took sleps lo avoid impacts on the enviranment and people following a seismic impoc! assessment study. For exampla, we adjusted seismic lines after
some fishermen raised concerns they would interfere wilh fishing areas. Shell alsa planned seismic aclivilies to ensure they would nol coincide wilh fishing limes, ta ovoid
collisions. 2. Gibraltar: Shell selecled an onshore developmeni for o liquefied nalural gos terminal in Gibralior afier impact studies identified il as the sofest and mos)
environmentally responsible optian. The terminal uses wasle heal from o power slalion 1o turn LNG back inlo gas. This mitigales environmental impact by minimising energy
and waler use. 3. Philippines: Shell helped develop and implement a reselllement action plan for 88 informal settler familles living near the Philippine Porls Authorily’s
operations and reclomation project and Shell's North Mindanaa Import Facility's INMIF) fire pumps in Cagayan de Oro City. There was a potentiol heolth and safely risk to
Ihese families. Shell and NMIF partnored with local authorities and the communily to plan and coordinate resetilement. 4. Chinat In early 2016, Shell decided to exit he
lingiu tight gos project in China, We restored Ihe lond offer full consuliation with the land owners and local authorities 1o provide benefils to the community.
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WORKING
TOGETHER

All the work we do around the
world requires working
collaboratively with contractors,
suppliers, non-governmental
organisations and other businesses,
among many others. We work
together to achieve goals in
operational excellence, best
practice on sustainability issues and
to improve standards within the
energy sector.

Collaboration will be critical to
achieving a low-carbon society.
Government, business and civil
society need to work together to
design and support

practical solutions.

® & 0 0 0 200/0
Fww‘mw Of women in senior leadership
positions in 2016

548,000

Training days employees and
joint-venture pariners in 2016

g 43,000

Suppliers that worked for Shell in
2016
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P The core volues of honesly, integrily and respect for

LIVING BY OUR
PRINCIPLES

people ore reflected in our business principles and code
of conducl, which siriclly govern the way we work.

OUR BUSINESS PRINCIPLES AND CODE OF
CONDUCT

The Shell General Business Principles delail our
responsibilities lo shareholders, cusiomers, employees,
business partners and society. They sef the standards for the
way we conduc! business with honesty, integrity and
respect for people, the environmenl and communities. We
aim lo do business fairly, ethically and in accordance with
lovss that promote and safeguard fair competition. We do
nol lolerate the direct or indirect offer, payment, solicitalion
or acceplance of bribes in any form, including

facilitation payments,

All Shell companies and joint ventures that we operate must
conduct their activities in line with our business principles.
We also encourage joint ventures thal we do not operale
lo apply materially equivalent business principles.

All Shell employees and contract staff must follow our Code
of Conduct which describes the behaviour Shell expects of
Individuals. They are also required lo complete Code of
Conduct Iraining and to confirm they understand their
personal responsibilities under the code. We also require
Individuals working on Shell’s behalf, for example
independent conlraclors or consuliants, to act consistently
with our Code as it applies to their work for Shell.

Employees, contract staff and conwractor employees can
repor! concerns aboul any polenlial breaches of the Code
of Conduct confidentially and ancnymously. This can be
done through a variety of local channels, which are
adapted Io local regulations and customs, and one global
channel, the Global Helpline, operaled by an independent
provider. This helpline is also available lo third parties such
as customers, suppliers or agents, in the event they observe
misconduct by Shell siaff,

Cancerns or ollegations are investigated by specialisls
within Shell. If a violation is confirmed, we lake appropriale
action. This may involve serious consequences, up lo and
including dismissal or contract lermination. We maintain a

All Shell employees and contract slaff must follow cur Code of Conduct.
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stringenl no refaliation policy to protect any person making
a good faith allegation.

In 2016, internal invesligations confirmed that 341
ollegotions reported through the Global Helpline were
Code of Conduct violations [217 in 2015). As a result, we
dismissed or lerminated the conlrocts of 114 employees,
conlract stolf or contractor employees (89 in 2015).

Additional information about how our elhics and
compliance programme equips and supporls sioff la
understand and follow our business principles and code of
conduct is available on Shell.com.

BUSINESS INTEGRITY IN OUR SUPPLY
CHAIN

The Shell Supplier Principles, along with specific conlractual
clauses, set out our expeclations far suppliers and
contractars lo act with inlegrity. Our risk-based due
diligence processes assess prospeclive suppliers lo
delermine whether they can meet our expeclalions. We
engage regularly with suppliers fo reinforce these
principles, offer support lo help them sirengthen their own
praclices, if needed, and hold them accountable for

lheir performance.

HUMARN RIGHTS

We respec! human righls; our approach applies 1o all our
employees and contrac! staff. It is informed by the Universal
Declaration of Human Rights, the core conventions of the
International Labour Organization (ILO), and the United
Nations (UN) Guiding Principles on Business and Human
Rights. Respect for human rights and provision of remedy
are ways in which we uphold our business principles.

We consult with internalional organtsalions, companies,
civil society and other relevant bodies lo understand and
respond fa current and emerging human rights issues thal
are relevant lo our business. We collaborate closely with
the Danish Inslitute of Human Rights 1o assess and improve
our approach o human rights, We patticipate in IPIECA -
the global il and gas industry associotion for
environmenlal and social issues - and through its working
groups develop guidance and implementation tools 1o
improve respect for human rights across the indusiry.



ENVIRON-
MENTAL AND
SOCIAL
PARTNERS
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Our humon rights opproach focuses on four key oreos:

COMMUNITIES

We assess ond manage the polenlial environmenlol,
health and community impacls of our projects in line with
internationol standards, such os the Infernationol Finance
Corporation’s petformance slandards on environmental
and social sustainability. Impact assessmenls ore
embedded in our prcject process from the Idenlification
and assessment phases through to operolion,
decommissioning ard resloralion,

QOur communily engagement mechanisms allow our
neighbours 1o raise any concerns about the impacts of our
activities and enable us to respond lo those concerns
through credible and effective nonjudicial processes,
informed by the UN Guiding Principles on Business and
Humon Rights. When our operotions are near indigenous
peoples, we seek advice from our expers to identify ony
addifional octivities or measures that may be required 1o
occommodale these cemmunities.

SECURITY

We aim lo keep employses, contract staff and faclities
safe, while respecting the human rights and security of
local cammunities. The Voluntory Principles on Security and

Shell works in parinership with environmental and
dovelopmental organisations. These collaborations
bring important insights to our work.

We work in partnerships to help reduce our environmentol
ond societal impact, 1o improve the quality of land and
waler around our operations ond lo enhance benelils lo
local communities by implementing social

Invesimen! programmes.

Worldmap to our partnerships

¥ Iniernational Unlon for Conservotion of Nature

B Wetlands International

. The Nalure Conservancy

Human Rights [VPSHR) are implemented across Shell
operalions where there is on identified threal ond ore
included in our privale securily contracls and our
engagemenis wilh public securily forces. We conduct
onnual risk assessmenls in our relavan! operations and
provide training o employees and contract slaff.

LABOUR RIGHTS

We respec! the principles of freedom of association, the
right o collective bargaining, non-discrimination and equal
opportunily, along with adequate work conditions,
adequate remuneration ond the elimination of forced or
child labour. We respec! the nights of our employees,
conlract staff and suppliers by working in olignment with
ILO conventions and the UN Global Compac!, an initialive
that aims lo encourage businesses io adopt suslainable
and socially responsible policies.

SUPPLY CHAIN

We seek o work with conlraclors ond suppliers who are
commilled 1o acling in an environmenlally and sacially
responsible way. In line with our business principles, the
Shell Supplier Principles include specific expectations for
contractors and suppliers concerning labour and

human rights.

The map below shows on overview of how we work with
our partners around the world. You can read about This
work in delail over the next two pages.

B Eorihwaolch B Sociol parinors
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ENVIRONMENTAL PARTNERS

Shell hos environmental parinerships with the Internotionol
Unlon for Conservation of Nalure (IUCNY}, Wellonds
Inlernallonal, The Nalure Conservancy and Earthwalch
Our environmental partners con bring specific expertise lo
our projecls in areas such os biodiversity, while ol the
same lime advancing their own scientific or conservation
knowledge by warking on out projecls.

MANAGING ENVIRONMENTAL IMPACT

We have worked with IUCN since 1999. As porl of our
collobaration, IUCN has sel up two independent scienlific
panels 1o help us miligole environmental impacts.

Al the end of 2016, the Niger Dello Panel concluded its
work with Shell Petroleum ond Development Company
Limited of Nigeria [SPDC), the operator of the SPDC Joint
Venture. The work focused on restoring biodiversily ot siles
affecled by oil spills and on enhcnced remediation
lechniques within the SPDC }V oreas of operation in Ihe
Niger Della. IUCN ond SPDC will continue lo wark
logether lo improve the recovery of biodiversily of siles
within SPDC JV's oreas of operation.

In Russia, the Western Gray Whale Advisory Panel hos
been advising Sakholin Energy (Shell interest 27 5% minus
one share) since 2004 A report issued al the 2016
IUCN World Conservolion Congress stoled that over the
last 12 years Sakhalin Energy has mode imporlant efforls
1o limit the impact of ils operalions on whales and their
lrogile environment During this period, the weslern groy
whale populotion has grown between 3% ond 4%
annually, from on estimated 1 1.5 animals in 2004 10 174
in 2015

SUPPORTING BIODIVERSITY AND
LIVELIHOODS

Shell has worked with Wetlands Internationol for nine
years. Since 2010, we have sponsored a Wellands
Internotionol project 1o help three zommunilies in the Niger
Delio - the Abobiri, Obic-yagha cnd Opume - change the
way they manage their welland environment. To slop the
unsuslainable use of wellands, such os mangrove cutting,
communily members were given access la microcredils, lo
odop! more susloinable livelihaods, like fish and

snail farming. One of the conditions for getling access lo
the microcredlls was participation in welland restoration
aclivilies, such as planting welland Irees and clearing
avergrown waterways.

In the Mojnoon oil field in southern lrag, Shell is working
with Wellands Internotional, IUCN onj others to ensute
that ail and gos development does nol cause horm 1a the
Mesapolomian Marshes and to conlribute 1o their
restoralion. Parts of the marshes that lie oulside of the
Majnoon field were designated o UNESCO World
Flerilage Site in 2016,

In 2016, Shell Development Oman supporled a Wellonds
Internolional’s survey of birds ot Barr Al Hikman wetlands,
a globally significont wetland for waler birds.
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Earthwaich teom preparing for field work, Churchill,
Monitobo, Canada.

BIODIVERSITY AND REHABILITATING
COASTLINES

Shell and The Nalure Conservancy ore working lagether
to help protect the environment and to build knowledge
about conservation in indusiry and government.

A previous join! projecl in the Louisiano coostol zone,
USA, focused on developing o nalurebased approach to
control pipeline erosion In 2016, Shell constructed a pilol
living shoreline in the area by bringing in soil and rock
and planting nalive vegelatian. Within nine months, the
construcled shoreline appeared more stable, and
vegelalian is recloiming the areo, helping to protec! the
pipeline and coaslal orea. We will cantinue 1o monilor the
sile lo assess iIs longterm performance

ENGAGING EMPLOYEES

Shell employees from 49 countries hove contributed neorly
44,000 hours la environmenlal research and conservalion
prajects since the slor! of our employee volunteer
patinership wilh Earthwolch, Project Belter World, 19

years ago.

Earthwolch expeditions enable Shell employees lo deepen
Iheir underslanding of environmenlal issues and make o
contribution o scientific reseorch. The Enhanced leorning
Progromme allows Shell parlicipants 1o hone their
susloinability leadership skills and create susiainabllity
oclion plans la implement al work or ol home. in 2016,
Shell employees from 21 countries look por: in these
prggrammes

On the Earlh Skills Network programme, employees shore
Iheir knowledge and expertise by menloring managers of
protecled areas. This gives participants the opportunily lo
sharpen their professional skills and further Iheir
understanding of how business decisions con Impact the
ervironmenl. Shell hos suppotted 45 prolected areas since
2009, including six in 2016

Also in portnership with Earthwaich, FreshWater Watch fs
a globol research praject that aims lo sofeguord the quality
and supply of fresh water for the future
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SOCIAL PARTNERS

In 2016, Shell’s shipping business supporled o
programme in Somolio oimed at sleering young people
away from piracy and developing Ihe local economy by
funding Infrastructure projects. Shell worked alongside the
United Nations Development Programme, UK oil and gas
company BP, Danish shipping group Maersk, Swedish
shipping business Stena, Joponese shipping companies
NYK, *K"Line and MOL. We confribuled $500,000 lo
the total $2.5 million lhe parinership spent on projects for
roads, healthcare facililies and training cenlres.

In Iraq, we have worked in parinership with the AMAR
Internolionol Charitable Foundation to build a girls’ school
in Al Nashwa, close to our Majnoon operolions near
Basrah in southern Iraq. Together with AMAR, we hove
also established healih projecls including four mobile
clinics that currently serve more then 30 remote villoges. In
addition, we have supported o primary healthcare cenire
in Al Doyr that trains 40 women volunteers to deliver
health awareness sessions in their locol communities.

We hove o global porlnership with Mercy Corps, an
international organisalion that helps people lo recover from
crises, build better lives and Iransform their communities. In
2016, the partnership focused on crealing jobs and
promoling enirepreneurship to sirengthen local economies.
In Myanmar, for exomple, we worked with Mercy Corps

lo increose incomes and the resilience of households in
Rakhine State, one of the nation's poorest areas. We
Irained 1,782 vegetable farmers from households in 32
villages 1o improve thelr ogricultural praclices. We also
provided access to advice and new technologies 1o on
addilional 1,399 commerciol formers,

In quarter four 2016 we commenced discussions aboul
providing funds to support internally displaced persons
affected by the conlflict in North-Eastern Nigeria. This
resulled in @ donalion in Februaty 2017 of $2.2 million ta
Mercy Corps lo suppart their humanitarian relief in

the region.

Since 2011, Shell has funded o programme run by Shell
Foundolion and finance company Grofin thal invests in
smoll- and medium-sized enlerprises [SMEs) in the Middle
Eost and Notth Africa. The Nomou programme’s
approach includes linking these businesses 1o the supply
chains of lorge companies. Over the lost five years it has
made 103 investments worth $53 million ond created
more thon 4,000 jobs.

We also continue 1o work with the Donish Institute of
Human Righls fo understand ond respond to current ond
emerging human rights issues relevant 1o our business.

Through our partnership with Mercy Corps, Shell helps people in China recover from crises or build beter lives and transform

their communities.
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[ shell's work with organisations around the warld gives

COLLABORA-
TIONS

us insight into our business, while the sharing of
knowledge and experience with others conliributes lo
better practices

We define callaboration as all forms of working with
organisalions oulside Shell. These collaborations range
(rom working with another organisation on a project to
sponsoring a parlicular group.

As a member of IPIECA, the global oil and gas industry
assoclalion for environmentol and social issues, we take
part in discussions on lopics including biodiversily, climate
change and reseltlement. By working with others, we are

Shell works with various associations in the chemical
indusiry lo oddress life-cycle moncgement issues both for
row materials and finished producls derived fiom them.
We dlso work closely with cuslomers and suppliers,
monitor any changes in the science behind our products
and support research if il helps us to reduce risks

even lurther.

Some of the views of the organisations with which we
participale may differ from aur own. For example, we may
nat always agree with their opinions on fopics such as
climate change. In these cases, we make our views known
within the arganisotion and seek 1o influence its position on
cerlain policies,

able lo assess issues, such as climole change, from
different perspaclivas within the induslry.

Collaborations Overview
The lable shows some of the organisations that we collaborate with globally on lopics such as environmental sustainability, climate change and technology. Shell
also works with many communitybased organisations.

Environmental Human rights Safety cind Technology
Sustainability and social technical and'{nnovation
responsibility standards :

Amerlcon Palroleum Instilute IAPI] -] [ ] [ ]
Bonsucro = I
Canada’s Oil Sands Innovation Alliance (COSIA} B -
'C_en-t;r f_or Sustainable Shale Development [CSSD)
Danish Institute for Hyman Rights (DIHR N R a ——
Energy Inslllule (E|| T adiy [ | [ ]
Energy Tronslllons Cor;r;ussuo_n EETC_I_ a u - =T - -
Extraclive Indusiries Transparency Inlhohve (EITI) o = _- 3
Global Alliance for Cleon Cookstoves P T e - T ER S e m— T
éﬁg BIuge:s_In_lh;lbl;e; on Human nghls (GBH — - - -
Global Gas Flonng Reduction Porlnelshlp IGGFRI | - o - ]
Global Rood Safely Parnership (GRSP) o . im=g=tum
International Asscciation of Oil and Gas Producormaﬂ_ N . o — = =
|nlevncnono| Audlﬁ’r_omgl Eo_nsorluum (IAPC) n o . Lyd —
Iglher;oh_ogl_E'mssmns Tradlng Assoclc;hr::n_ (I_E{‘A)_ |
IPIECA (mdustry associalion | for environmenlol and 56C|o| lssues) o l__ R " - [ |
Network of Employers for TIOHIC Sc;eh; (_r\]ETS| . ., T~ P i o
Roundiable for Responsnble Soy {RTRS) = g o -
RoundloBle oh Su Sustainable Palm Qil (RSPOI L . - -
UN Globol Compacl i L e —— ]
Qil and Gas Climote Inmahve occy L RN s
World Business Council for Sustoinoble Development (WBCSD) [ ] n . [ ]

60 WORKING TOGETHER SHELL SUSTAINABIUTY REPORT 2016



Preliminary Public Copy

I Shell Foundation is on independent charity that applies

SHELL
FOUNDATION

o business approach to global development challenges
thal constrain job creation, access to energy and
urban mobility.

Shell Foundotion (SF| provides a mix of business support,
grant funding ond marke links to help entrepreneurs prove
lheir business models, achieve financial independence ond
expand into new matkels. The Foundation applies business
thinking to major social and environmental issues linked to
the energy seclor.

Since 2000, SF hos deployed $263 million of gronl
funding lo social enterprises and new market builders
operating In Africa, Asia and latin America.

2016 SOCIAL ENTERPRISE PARTNER
HIGHLIGHTS

SafeBodo operales a network of rained motorcycle tax!
drivers in Uganda. Sately is a major issue in the copilol
Kampalo where 40% of trouma cases are eslimaled lo be
caused by motorcycle toxi accidents. SofeBodo cuslomers
can access Iransport onrdemand using their mobile phone
to book and pay for a driver. The startup has rapidly
grown its network in the city from 100 to more than 1,100
drivers. In 2016, ils cusfomers made over 4.5 million
Irips.

Dharma Lite provides people in rural India with access to
sociokimpact products such as cleaner cookstoves and
solor lights, The business works wilh village entrepreneurs,
offering skllls Iralning, lagistics support and awareness

Shell Foundation has partnered with solar company d.light to help
people without access lo reliable elecricity.

campoigns lo build demand. In 2016, ils enlrepreneur
network in villoges grew by 150% o 10,758
enlrepreneurs across 12 stotes in India. To date, more
lhon 4 million people hove gained access ta the products.

Grofin provides finance and business support to smoll-
and mediumsized enlerprises [SMEs) fo spur job creation
in emerging markets, The company has provided

$286 million of growth finonce lo small and growing
businesses in Africa and the Middle East. I 20135, o
GroFin report slaled an estimaled $469 million of
economic value is generated each year from ils support of
more than 500 SMEs.

Shell Foundation’s six-step theory of change
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Shell Foundation’s impact to date

14.24 million
lonnes of carbon
reduction

’ﬂ| 66,267 .
jobs created

$ % $5.75 billion

. 70.02 million

funding leveraged livelihoods improved
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In 2016, Shell spent $45 billion on goods and services
from 43,000 suppliers globally.

Shell aims lo work with contractors ond suppliers that
behave in an economically, environmentolly ond socially
responsible way, os stated in our Shell General Bus ness
Principles. The Shell Supplier Principles cover what is
required from our suppliers regarding business inlegily,
health and safely, social performance, and labour and
human rights.

ASSESSING OUR SUPPLIERS

Certain areos of our supply chain may pose o higher risk
to labour rights due fo their locotion and the noture of the
goods and services we procure. In these cases, we use o
defined sel of criteria o identify potential supply chain risks
and, where we see risk, we ask suppliers to undertake due
diligence studies before considering owarding o contract.
A successful example of this is the relailer Abenson
Ventures in the Philippines [see external opinion). In 2016,
1,436 suppliers who worked 1o deliver Shell projects and
help run our operalions, were required to register with our
Supplier Quolificolion System (SQS). Of these suppliers,
several hundred were flogged for second stage
quolificotion for one of our risk fillers, 70 of which were
flagged for labour risks analysis (see the infogrophic below
for turther detailed analysis).

Applying risk filters

The results of our supplier assessments are summarised in @
green/amber/red roling depending on the number ond
significance of ony gaps belween our requirements and
the supplier's policies or performance.

We work wilh each of these suppliers 1o ensure they have
o plon lo correct serious gops. These ore the most
common gaps found during our supplier assessmenls,
which typically relate lo policy rather than

performance gops.

u freely chosen employment;
u child labour ovoidance;
working hours, wages and benefits;

s dormitory, housing and working conditions;
2 equal opportunities and freedom of associotion; and
z supply chain and performance management

CONTRACTOR SAFETY LEADERSHIP

Senior leaders from Shell and 14 contraciors developed
lhe Contractor Safety Leadership Initiative Declared Future.
This oullines o joint vision for salely leadership with the
ambition of no harm and no lecks achieved

thiough collaboration.

When we assess our suppliers, we use a combination of the tpe of work they do and the country in which the work will
be delivered to identily suppliers we consider "high-risk™ for polential labour rights violotions.

Suppliers

Health and safety

Labour and human rights

Business integrity

Technical

Finance

Suppliers triggered for

assessments

Applying our labour rights risk criterio during our sourcing process in 2016, we identified and assessed 70 high-isk

suppliers. Of those, 23 were awarded conlracts,

Labour rights risk analysis 2016

70 suppliers
assessed
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23 suppliers
awarded
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Performonce con be improved by dligning he healih,
safety, securily and environment [HSSE) frameworks of a
controclor and Shell, by empowering the conlroctor to
deliver using their own HSSE conlrols ond by visiling siles
logether lo listen lo the workforce. Teams ore encouraged
lo oinily attend tolks. conduct risk assessments and oversee
the completion of projecls.

LOCAL SUPPLIER DEVELOPMENT

Shell aims to conliribute to the economic development of
counlries where we operale through employment and by
helping local companies develop, either by employing
people direclly or through our government and business
partners. At the start of a project, os well os Ihroughoul the
projec! life cycle, we consider how we con employ local
suppliers and use cemmunity knowledge. I needed, we
help them build capabilities that meet our safety and
quality standords. We also support he growth of local
businesses in many counlries where we work. In mony
countries, o plan to support the growth of local businasses
forms part of the selection criteria againsi which potentiol
suppliers ore assessed.

For example, Qolor Shell spends more than 50% of i1s
annual procurement budget with local componies.
Fourleen contracls have been owarded lo smoll- and
mediumsized local companies since 2013 [with six
awarded in 2016 worth around $ 19 million.

The quality of our people is essential to the success of
our company, During 2016, we employed an averuge
of 92,000 staff in more than 70 cauniries,

We work lo moinlaln on effective and heallhy
arganisalion, resource talented people across the business,
accelerale development of our people, grow and
sirenglhen our leadership capabililies, ond enhance
employee performance through slrong engagemenl. We
recruil, Irain and recompense people lo ensure our
conlinued business success.

OUR WORKFORCE

Around 40% of our workforce is in countries outside of
Europe and North America. In 2016, we recruiled around
800 graduates, 800 experienced professionals and
2,800 people in our Shell Business Operations. Close to
40% of groduote recrulls come from universities oulside of
Europe and the Americas,

Shell aims lo monoge the impacts of business changes on
peaple respacifully and os consistently as possible.
Affected employees are supporled in their search for
oltemolive employment as approprtole by counlry law

and policy.

Following the ocquisition of BG, we successlully transferred
lhree quarlers of BG employees to a role in Shell.

External opinion

*As a relaller, we supply corporate merchandise 1o
companies llke Shell. Their Supplier Quolificoton
System (SQS) helps us align aw policies to the
infernalionol stondords Shell expects. It is imporlanl we
provide slakeholders with clear palicies that improve
our way of doing business. Wae Iake pride in providing
our customers with the best producls and services,
which would not be possible without o sophislicaled
plotform designed for suppliers, like S@S.

“We expect to reduce cost and
time”

We hove several business unils in the Philippines and
SQS enables us 1o slondordise and sireamline the way
we engage with Shell companies in different locolions
We expec! this will reduce cosls, lime ond ovaid
duplicolion of effort. We are delighted thot improving
our policies merils a green banding.”

CJ Barrion
Abenson, Philippines

.."\—/

Emoloyeas raview compuler-generated designs af Shell's offices in
Doha, Qalor,

COMMUNICATION AND ENGAGEMENT

Wa strive to mointain strong relations with our employees.
Dialogue between monagement and employaes is Inlegral
1o our work praclices; it lakes place direclly and, where
appropriale, through employee representotive bodies,
Monogement briefs employees on operotionol and
financial resulls regularly through a variety of channels. The
onnuol Shell People Survey is one of the main tools used 1o
measure employees’ views on a range of topics. For
example, the overage employee engogement score in

2C 16 was 79% lavourable and 6% unfavourable (80%
favorable and 5% unfavorable in 2015). The survey also
measures employees’ views on the inclusiveness of their
workplace. In 2016, 71% lelt posilive aboul this, while
12% felt negative obout inclusion in the workplace. the
some figures as in 2015.

We promote the safe expression and reporling of views
obout our processes ond praclices, We offer mulliple
channels for employees o report, conlidentially and
anonymously, breaches of the Shell General Business
Principles or our Code of Conducl, or alher concerns.
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DIVERSITY AND INCLUSION

Embedding the principles of diversily ond inclusion in the
woy we do business gives us a beller understanding of the
needs of our stoff ond our slakeholders.

A diverse workforce and an inclusive environment that
respecls and nurlures different people is a woy 1o improve
our business performance, We provide equal opporiunity
in recruilment, career developmert, promolion, Iraining
ond reword for all employees, regardless of gender,
ethnicily, sexual orientation or physical ability. We aciively
monitor diversity an a global level, ond we measure
representalion of women and local nalionals in senior
leadership posilions. Diverse leams led by inclusive leaders
are mare engaged, and thus deliver betler

business performance.

Al the end of 2016, the proporlion of women In senior
leodership positions wos 20% compared lo 19% in 2015.

We often work in joint venlures with national and other
inlernalional energy companies. Qur business partners
bring important skills and experiences to a joint venture

NON-OPERATED VENTURES

Mare than half of Shell's joint venlures (JVs) are nol
operated by Shell. For these ventures, our Shell V
represenlatives ond the Shellappointed JV board require
our parlners to adopl! the Shell commilment and policy on
Health, Safely, Security and Environment and Social
Performance (HSSE&SP) or one malerially equivalent to our
own. They are also required lo put in place standords lo
adequalely oddress HSSE&SP risks.

When these JV's implement our control framework, or o
similar approach, Shell teams carry oul independent audils
or participate in the JVs own auditing progroammes, This
provides assurance on the JV's compliance. We also offer
1o review the effectiveness of the fromework's
implemenlotion, overseen by the JV's board of directors.

We periodically evoluote the heollh, safety, environment
and communily risks of the JV. If the JV is falling below
expeclations, plans will be pul in place, in agreement with
the other partners, 1o imprave performance.

SHARING KNOWLEDGE

Another advantage of working with our business partners —
who ore often located in different porls of the world - is
thol they offer an opportunily lo share knowledge and
insights and learn from each other's exparience. As o
resull, we can work logether to tackle specific social,
environmenlol, safely or technical challenges.
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The representalion of senior local nationals is monilored in
20 principal countries. We measure the percentoge of
senior nationals employed in Shell compared with the
number of senior positions in their home country. The
reporting shows wo calegories: local national coverage
greater than 80% (10 counlries in 2016) and less than
BO% (10 counlries in 2016},

TRAINING AND DEVELOPMENT

In 2016, we provided 548,000 Iraining doys for our
employees and jointventure poriners. VWe focused on
growing our leadership copobilily, improving skills in
lechnical, salely and commercial areas, and increasing
our expertise in specialist oreas such as cullural herilage
and indigenous peoples.

An employes working af the Solym Petroloum JV in Russia.

We encourage and supporl our JV pariners in
implementing similar standards to our own for the
managemenl of greanhouse gos (GHG) emissions, In
2016, we engaged wilh several parlners in workshops lo
share practices ond explore opporiunities for reducing
GHG emissions from our joint operotions.

Since 2014, we have helped Petraleum Development
Oman |PDO, Shell interest 34%) reduce its GHG emissions
by shoring our wark fo reduce flaring, as well as our
approach lo energy and methane management. We also
raised awareness aboul voluntary GHG reduction
inlialives, such as the World Bank's *Zero Routine Flaring
by 2030 initialive. PDQO endorsed the Initiative in

Jonuary 2017.
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Tox binds governmenls, communities and businesses
logether Revenue transparancy providas cilizens wilh
imporlan! infarmation lo hold their government
represenlalives accounloble und fo advance good
governance. Shell is commilled fo transparency.

Our operalions generale revenue through faxes and
royaliies for goveinments around the world. In 2016, Shell
poid more than $55.6 billion to governmenls. We poid
$4.4 billion in Income loxes and $2.3 billion in
goveinment toyallies, and collecled $48.9 billion in
excise duties, soles laxes and similar levies on our fuel and
other products an beholf of govemnments

OUR APPROACH

For Shell, paying laxes in the countries where we operale
is about mare than complying with the law. It is about
showing that exiraclion of nolural resources provides
governmenlts wilh an opportunity lo generale revenues,
supporl economic growth and enhance

saciol development

We comply with applicable lax lows wherever we
operale. We are Iransparen! oboul aur lox paymenls lo
govammenls and we strive for an open dialogue with
them. This approach helps us to comply with both the letler
ond the spirll of the laws,

PRINCIPLES

In line with the Shell General Business Principles, we
support several external valuniary codes, which include the
Orgonisation for Economic Cooperation and Development
(OECD) Guidelines for Multinational Enterprises and Ihe
Business and Indusiry Advisory Commitiee la the OECD
Statemenl of Tax Principles for International Business.

TRANSPARENCY

In 2012, we were one of the first energy companies to
volunlarlly publish revenues that our aperalions generate
through income loxes, royaliies and indirect loxes for
governmenls around the world, As of 2014

onwards, Shell makes mandalory disclosures under the
Reporls en Paymenls 1o Governmenls Regulations 2014,
and files its Poyments lo Governmenls Repor! with the UK's
Companies Hause inslead. The repor! covering colendor
year 2014, which will integrate BG figures, will be
published on www.shell.com/payments by the end of
June 2017.

TAX STRATEGY

Il is the right of governments la delermine lax palicies ond
lox roles and to drall lax lows accardingly. They do so
agains! sirong competlition for capital and invesiment,
which is internalionally mabile. It 1s not the role of business
to form views on what lavel of loxalion is odequale or
required. We use legilimote lax incenlives and exemptions
designed by governments lo promole Invesimenl,
employment and economic growth-

When considering the viability of invesiments, 1ox is ane of
the factors we examine. Income tox Is just one part of the
overall lox regime considered. We expect lo pay lax on
our income in the counlry where aclivities take place, and
believe double taxation of the some aclivily by different
Jurisdictions should be avoided. Shell supparts efficient,
prediclable and slable lox regimes thal incentivise long-

Chalrmon Chad Halliday delivers his keynole speech of Shell's
2016 Annuol General Meeling.

lerm invesimenl. We expec! the lows lo be applied
consislently, crealing o level playing field for all.

GOVERNANCE OF TAX

Shell's Board of Directors Is responsible fer maintoining a
sound system of risk management and inlernal control, and
for regularly reviewing ils effectiveness. This syslem olso
covers laxalion, which forms an integral part of the Shell
conlrol framework. Annually, the Boord conducls o review
of the elfecliveness of Shell's system of risk management
ond Internal control, including financial, taxatian,
aoperalional and compliance controls

COLLABORATING WITH OTHERS

Shell supports coaperalive compliance relationships with
tox authorilies on the basis of the framework proposed by
the OECD Forum on Tox Administratian, We hove o
cooperalive compliance relationship in the UK, the
Netherlands and Singapore. In llaly, we have filed an
opplication for o cooperative compliance relationship; in
Ausiria, we have a pllot relationship, ond we conlinue o
explore eslablishing similar relotionships with

alher countries.

We provide the authorities with timely and comprehensive
informatian an palential tox issues. In return, we feceive
irealment that is open, imparlial, proporlionale, respansive
and grounded in an understanding of our commesicial
environment. This opproach improves the Iransparency of
aur fox affairs ond allows Shell lo befler manage ils tox-
related risks throughout the life cycle of each project,

Transparency is only effective if oll parfies in o cauniry
follow the same disclosure slandards. Shell is a founder
ond boord member of the Extractive Industries
Transparency Inlliative [EITH). Cansistent with the EIT
requiremenls, we conlinue lo advocale mandalory counlry-
by:country global reporting, as mos! tax payments are
made al the corporale level ta national governments. We
support unified revenue reporting rules and slandards
opplicable lo all mullinationals, irrespective af their
ownership or place of business.

Shell is aclively involved in the revenue Iransparency
discussion and we are working with slakeholders 1o
develop on opproach that takes into account the views of
lhe relevant slakehalders involved, i.e, industry,
governments ond civil sociely.
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DATA AND
REPORTING

Each year, we measure our global

performance and report on the

safety of our operations, our impact

on the environment and our

contribution to communities.

Our External Review Committee

assesses the Sustainability Report

2016 and offers an objective view 1
on our progress in sustainability. \
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I We began reparting valuntarily on our environmental

ABOUT OUR
REPORTING

and social performonce with the first Shell Report in
1997, We support lransparency ond shore information
and dala in this repert and on our company websile,

We also provide regular informalion fo the Carban
Disclosure Project, Dow Jones Suslainability Index,
FTSE4Good Index and other organisations that assess the
economic, environmenlal and social performance

of companies.

ABOUT OUR DATA

There are inherent limilations 1o the accuracy of
environmenlal and social data. We recogpnise that our
dala will be affected by these limitalions and continue to
improve dala integrily by sirengthening our

Intetnal controls.

All nonfinanciol data in this report are reporled on @
100% boasis for companies and |oint venlures where we
are the operalor. Environmentol data pertain lo our direct
emissions unless otherwise slated. We report in this way,
in line with industry practice, because these ore the data
we can direclly manage and affec! through operalional
improvements. We refer to the number of people
employed or contracted on a “fulttime equivalent” basis.

Operations acquired or divested during 2016 are
included only for the period of our ownership. Qur
reporting includes equivalent dota from BG from

February 1, 2016, following a review lo ensure all data
are aligned with Shell’s health, safety, security, environment
& sacial performance [HSSE&SP) Conlrol Framewatk

Other dota are collecled from external sources, staff
surveys and other internal sources as indicaled.

We only include data in this report that were confirmed by
the end of March 2017. If incidents are reclassified or
confirmed, or if significant data changes occur after
preparation of this reporl, they will be updated in the
following year's publication. Data marked in the social
dala table come from an internal survey completed by the
senior Shell representative in each counlry. The accuracy
of environmenlal and social data may be lower than that
of data oblained through our financial systems.

ASSURANCE

We have clear standards and reporting requirements for
our HSSE&SP data. This is supported by inlernal controls
such as audit trails and slalistical checks o help ensure the
accuracy of the Shell Susiainability Report

The External Review Committee of independen! experls
helps lo make sure our reporting is balanced, relevant and
responsive lo slakeholders’ interests,

lloyd's Register Quality Assurance Lid has provided limited
assurance of our direc! and indirecl greentiouse gas
emissions data for 2016. Limiled assurance means nothing
has come to the auditor’s altention that would indicate that
the data are not correcl.

Conversions into US and Canadian dollars are based on
the average exchange roles for 2016.

mployees al the Qaltar Shell Reseorch and Technology Cenler, part of Shell's wider research and development community which includes

Iec nology cenlres in Amslerdom and Houslon,
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ENVIRONMENTAL DATA

Environmental data

2016 2015 2014 2013 2012 2011 2010 2009 2008 2007

Greenhouse gas emissions (GHGs)

Direc! tolal GHGs (millian tennes CO2 2quivolenl) [A) 70 72 76 73 72 74 74 69 75 B2
Carbon dioxide (CO3) million tonnes) 67 68 3 71 69 71 72 66 72 79
Melhane (CHz) {Ihousand tennes) 23 119 126 120 Q3 133 128 127 126 119
Nitraus oxicle (IN30) (thousand tornes) 1 ] ] ] 1 1 2 2 2 2
Hydraflucrocarbons [HFCs) lonnes) 21 18 16 17 23 22 23 25 23 28

Eneigy indirez! 1oi0] GHGs |millonternes SO, eavivilent] [B) 11 Q 10 10 Q 10 9 Q n/e n/c

Flaring

Fluring (Upstream) (million tonnes COz equivalen) (C] et 118 1280 7.4 Zr  JOO ok 78 88 9.7

Flaring [Upstreom) (million lonnes kydiocarban flored) (€] 23 35 38 2.1 2:2 34 3.6 26 28 34
Nigerio [D] 05 0.9 1.3 1.1 15 20 2.4 1.9 %3 Z5
Rest of the workl [F) 1.8 2.6 2.5 1.0 0e 14 12 n7 05 09

Energy intensily

Upstiaam excl. ol sands ING ard GTI (gigajoules per tonnea

producticn} [C], [F] 1.02 082 O0&7 08% 0B3I 075 07¢ 076 074 078

Cil sands (gigriovles 12er tonne preduction) [G) 5.5 58 63 6.5 6.0 [ ¥ 6.8 0.0 0.4 7

Rehneries: Pefinery Energy Index (H) 954 954 949 Q56 984 1008 101.83 1022 G939 936

Chemical clunts: Chemicols Energy Incex 910 96 903 898 Q17 908 892 920 Q30 920

Acid gases and YOCs

Sulphur exides (SQ.) (thousond lonnes 503 83 88 7 29 113 136 139 141 175 212

Nilregen oxides (INOy) (thousend tonnes NO3) [1] 122 104 146 156 147 146 159 142 150 145

Volatile arganic compeunds (YOCs) (Ihousond tonnes| 146 125 151 89 39 1290 147 126 130 148

Ozone-depleling emissions

CFCs/holons/Michloraelthone (tennes) 0.0 c.0 0.0 0.0 00 00 09 0.4 14 0.6

tHydrozhlorofluorocarbons (HCFCs) (tonnes) 8 8 6 9 B 12 21 24 26 o7

Spills and discharges [J] (K]

Sobelage spills - volume {thousond tonnes) [L ] 0.6 2.2 o2 252 813 1.6 £ L ¥ [ (o) 6.5 3.4

Subologe spills = number (L] 46 94 139 157 137 118 112 25 115 197

Cperononol spills = volume (thousand tonnes) 0.7 08 0.7 0.9 21 6.0 2.9 1.4 8.8 30
Nigera [M] 0.2 02 0.3 0.4 0.2 53 0}74 ©:3 71 1.6
Res! of the vorld Q0.5 o4 04 0.5 10 Oi7 2.7 1.1 1.7 1.9

Operationol spills — number 71 108 1,58 174 207 211 195 275 275 392
Nigena [IN) 7 16 38 3l % 64 32 37 42 52
Rest of the vorld 64 Q2 115 143 170 147 163 238 233 240

Furricene spills = volume (thousand tonnes) 0.0 0.0 00 00 00 00 0C 00 0.0 0.0

Cil in elflyents v suslace enviionment (thousond 1onves) 0.9 10 0o 1.0 1.0 103 48 1.5 | 1.6

Water

Fresk waler withdrawn [million cubic melras) 195 186 199 198 203 209 202 198 224 235

Fresh water consumed {million cubic metres) 152 141 145 n/c n/c n/c n/c n/c n/e n/c

Waste disposal

Hazcrdous (thausand lonnes) 658 455 520 770 820 740 1048 962 @88 507

Nonhozordous {thcusond Icnres) 1,491 1,680 1674 2065 2,205 1850 1,07¢ 1,129 Q6 1,899

Talal vioste (thousand tornes) (O] 2,148 2,135 2203 2835 3115 2500 2,127 2,10} 1684 2806

|Ay Gresabece gas wnissions sonnnes coreon icdes, muhora niticis oside. b adralliorazarbsns, perheorocorcons, wighur hexatinands and tbegan hiloendy, The dea ne salzduted wng sl
ragutonel metheds whiais ey axst. Vnare thara la nc Iacally ingulaled mathad. ne alo o colecluted uzng e 2005 AFL Cam pandivr voblchi 13 the recegaised inde g vandand under the ' 5=G
Mexonol Coponre Aceouinng and Repining Suackons. Therg Lo inharend Tnilatizis 1o ot ggeuiaey o wok Jista, TN und gus indutr 7 guic Jides (B4 SAP ISGIT md bz it o natabia 2 Lo ol
urcatamy can conklbuia ty e cveroll cncemane of o copaone amisgiare resntery, 2015 ard 2016 4misslons are salculited wzlag Slaial VWarmlayg Prertal bighars Brors 2 FECY Fagih A syssare
Fepen Dot fatgnd: uars vire zzleulated using Slaeal Warning Forenral factars fram the IPSCs Se200d Sssaament Puoe:

I Thoss wrneucns ware culeoleieed waitmg e encnkedbossed sppomch I hoe wit i 5005 Poigeu) Cadpaat Acsoantig air Pepemeg Sandad

[ Tra s uparaam i tis comas: peldids gets ard e tn: frgey o Lpsiraim, Integrated Gas and Tl Suads

) Magsna nchdes SPEE onsheaan wzarmion (0.4 wllin ratines Haing in 2031€] ard SMNEPCo alishzra comonons 10, | mllise 2npay ores i 20014

[B]  Elanngy lown b i acey finld e ey ard irzen Malyses amomnd 8 5 9 aned Lol million 1annes of bydros o meps=ively in 21 |e

[V Suze 202 d=0 cra sreparad in azcoraanc sl IFHESAZARL OGP gudanzs 2010 Bara bgr o yaes re sardiiezly campare ks

1G] Tha g wclszd miring ard vpgrading cramnions The dufs o rat lnchiag sty prothseic

(M) Dota nte ingermi o 2002 cazed en Selemun Aseonaies Enerpy Inigrsiy Indes 2000 mathaudnlagy

1] tnzense @ ND, amssiore i 2016 waz pumarly ureen oy rglugicn f icunm RG axats n our pertfha ns of Fabaier e 20116

Uh A spall colierus arad rarasene gra o spills aas 100 abgonms. U o e rading & ntirkens, splll abamies o o genin e e st o) the ol gl wst bl g Wy 0 st Gl wolina 2 au b
K Aol wnd #iiann 2017 ihere wars b il nder mimtaraten o tigane ral may wsel n adjastent

(] All snneviger ans thefelntiag spills o sezered In Nigene cawapl v 2014 10,001 thousand 10aras), 2015 L00S hausa: lawirse], ang 2007 0 7 mousand cnnes;
(W] Niqere inhdis SPUC dnsrene opatatent and SINEFCo ofishere pemnara. & ungle spil o) ihe Bznge fisla wiishars Nigana aimainied 10 4 8 hioviand lennos h 201 |
(M) NIgann izl S0 eonnhans czuration; 15 apatnenal il 1 32160 and ANEPCe offshore cueralions (7 sparataral yalls b 2016

[0 I 20005 wy el voosie chhaite 2 e, i & cewie o 100 il 680 Feivind tenras 28 moranal Il weyld et ii2W Covn diapasea of 35 wages

1Y RS Es! O S|
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Social and safety data

2016 2015 2014 2013 2012 2011 2010 2009 2008 2007
Fotalities
Tolal number 3 7 ) 5 8 6 12 20 26 21
Employees 0 | & 0 3 ] 0 | 2 I
Conlioclars 3 6 2 5 5) S 12 19 24 20
Fotol accident role (FAR) 0.53 T c74 079 1.22 0,906 1 56 2.2 3.4 3.1
Folalities per 100 million wortking licuis {employaes
ond contraclors)
Injuries and process safety incidents
Tolal recordcble case frequency [TRCF) 100 094 099 115 1,26 | 24 123 1.4 e 1,9
Inries per million warking hours {employees
and conlroctors)
Lost time injury frequency (LTIF) o258 026 028 036 034 036 G35 04 0.6 0.7
Lost ime injuries per million werking hours (emoloyees
and contractors)
Operational process safety everts
Teer 1 [A] 39 51 S7 48 21 n/c n/c n/c n/c n/c
Tier 2 (A] 107 169 194 246 308 n/¢ n/c n/c n/c n/c
llinesses
Tolal recordable occupationai illness frequency (TROIF) 040 060 09 077 O6S51 066 076 0.6 1.2 L3
linesses per million working hours [employaes enly|
& Security
Using armed securtly (% of countrias| 17 19 24 19 17 14 Q 17 17 16
Using armad company secunly (% of courties| | | ! 3 0 | | | ] 2
Using oimed conlroctor security (% of countries) 7 8 10 8 10 9 6 10 Q 12
Gender diversity [B]
In supervisory/professionol positions (% women) 280 280 290 288 281 273 263 264 247 246
In manogemenl positions (% wornen) 210 200 210 188 182 176 170 161 1523 1727
In senior leadership posilicns (% women) 20.0 190  18.2 1732 162 166 15,8 140 13.6 129
& Staff forums and grievance procedures
% counlnies with slalf access lo siolf forum, grievonee
procedure or olher support systam 100 100 100 100 100 99 100 09 100 10C
(5] Child labour [% countries with procedures in place)
QOwr oparaticris 100 100 100 100 100 100 QR 98 100 Q9
fomachs 00 106 00 100 100 97 9% 97 99 28
Suppliers g6
(] Forced labour {% countries with procedures in place)
Own operations 100 100 100 100 100 100 99 Q8 n/c n/c
Conlractors and suppliers 100 100 100 100 160 97 95 39 n/c n/c
Integrity
Code of Canduct violutions [C) 341 217 267 181 209 226 205 165 204 361
Gl Conlracting and procurement
Estimated expendilure on goods and services in lowear-
incorne counlries ($ billion) (D] (E] 4.4 6 14 12 14 12 13 12 12 13
Social invesiment [F)
5] Eslimated volunieiry scial investment (equily share)
(% million) 102 122 160 159 149 125 121 132 148 170
Estunated social invastment spand (ecuity sharg) in lower
income counlr'es (§ million] [G) 96 43 73 74 67 45 61 52 61 65

(Al
8
[

101

Piazess walfaty evortr are clossited burd on gudance ham the IGGP und APL It 2019, o vara 16 Tine ) and O Tiar 2 sasetsgesintgd asual

Crumsity desu Sbtatted om aue humaan (svoumeas s atam

Cada of Conduet vinlatisns wprasant the numbar = mspreited incioentz in the Shell Slonal elphne (2ecluding Suerss o wstomar seivics quenes] whick husa bean nvistignied nng closad curing tha

relavam genod and whan Wz allegution s lownd 16 oo (ot lens potioly] e

Edtenulud opsticdid ne wi Coar g whet: wross dutiust £ et steants 1o b g T pot yasen B penain {sassce UNDP b Conelapmant indes 200059) 10 2013, e LINDP inder, vides
o lungor mchuies 36ma o the Courtes in which Shall nse:is. which imgacts on cut teponed spand simount

Ficon 2012 onacnds, i nguis onky mclades the oo, nt zpset ar goodr aed s=vices by Shell graus comizaas
Seginl irvestment apanding asees it yact lo yar denmagsrg sn lugmess <imene: keationz end | gps of asialisy unaer veav. This 1 eahimgry Renol meenmest ana doss not inzdede socinl investmants
made wrough cislitztanl aguanmmnts wik it yomatumsnts, valuntory vark by =hall eraplerpens 2ed donalioss 3t aguipmant

Estimuled woluntary: social itnstment epemiing i couniries whes gross dhamishc roduct winous 2 fess than 115,000 o jear csi peisen lacuze UNGP Human Duslzpment hioes 201 5] As the
covnes inchided i ke URSE ncox change. thin sfiscs ewr spand mumbess In 2015 ke UMDE inder, yudate A lunger inclds somme of the esvamies in vdich Shell imnue vhizh impesers on e

tapaoitsd tpangd ameurnt

Saclal iy mstmant snd contacting and nrouwemant dar collacid wia vl fnanzicl sysmm sinc: 2067

Data chamed fom an Inaieal savzy complated by the sectal Stoll epraontatie in eucl- country
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EXTERNAL
REVIEW
COMMITTEE
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In 2005, Shell established an External Review
Committee o help avaluate the qualily and credibility of
the annual Shell Sustainability Report and to
recommend improvements 1o our

sustainability perfermance,

Members of the External Review Committee (ERC) come
from a range of professional backgrounds, but they share
the following expertise and experience:

 globally respected, independent and pragmatic in their
approach,

@ familior with, and able lo convey, the perspeclives of
Shell stakeholder groups or are experts in the main
sustainability challenges that Snell faces;

» broadly represenalive of regions of sliolegic imporlonce
lo Shell;

1 reasonably fomilior with the oil and gas indusiry, Shell,
ond related suslainability issues; and

= capable of adding resh perspectives lo Shell's thinking
und reporting on sustainability,

Commitiee members are asked lo serve for three years,
wilh two or hree new members appoinied each year. This
is long enough lo develop the nezessory understanding of
the Issues and process, without diminishing the
independence or external perceplion of independence
crilical to the ERC's effectiveness. The intention is thot the
Commillee should bring a balance of experience

and perspeclives.

ERC recommendations and our responses

ERC recommendation in 2015

Fulure reporting

ERC RECOMMENDATIONS IN 2015

Eoch year, the ERC is asked lo present ils independent
opinion on the Shell Susloinability Reporl. An exomple s
provided below of some of the recommendations included
in he ERC’s letler In the Shell Susloinability Report 2015
and Shells response. The ERC recommendalions hove
been fundamental in shaping this current report. (See
lable).

REVIEW PROCESS

The Committee meels in person three limas annually (in The
Hague, the Netherlands|, ond on other occasions by
leleconference. Il holds meelings with Shell senior
monagemenl, including Shell's Execulive Cammillee, lo
discuss Shell's approach 1o sustainability and our reporting.
When reviewing the sustainability report, the ERC focuses
cn lhree main questions:

u Hos Shell selecled the most impariont topics for the
report?

® How wall has lhe repor! deall with these lopics ond
responded lo stokeholder inlerests?

® Has Shell provided sufficient information and access for
the ERC 1o do lis |ob effectively?

Tnls review does not include Ihe verification of
performance data in the sustainability reparl, or the
information on which the case siudies in the report are
based. Separotely, the ERC provides Shell wilh its
observations on lhe company's sirategy and
suslainability performance.

To acknowledge the ERC's lime ond expertise on
honorarium is offered, payable zither to the individual
imembers, lheir organisation or their charity of choice. They
are also offered reimbursement for their expenses.

How Shell responded in the 2016 repart

In About Shell and Enargy transilion, we outling the role of fossil fuels in the

The ERC would like to see o mare slrotegic conversation on the role of fossil
luels, and the challenges posed by volatility of the oil price. The ERC is also
anticipating a commenlary on lhe ocquisilion of BG Group.

Energy Iransition and climale change

The ERC encaurages Shell o disclose more precisely how iis sirclegy aligns
with this global ambilion as staled ol the COP21 in Paris and lo provide more
disclosures on Shell's thinking about the role of notural gas (and ather fossil
fuels) beyond 2050.

Natural gas and methane

The ERC believes that the report understoles Ihe magnitude of the climate
prablem posed by melhane and the risk this represants to Shell The repor!
would benelil from greater clarily on how managing methane emissions ond
lhe related risks within ils operations ore reflected in Shell's business stategy.

Nigeria

In light of the fatalities in 2015, the ERC urges Shell to disclose more details an
measures laken 1o avald fulure incidents. They also ask Shell to be more
transparen! around the measures laken to implement the UNEP

reporl recommendalions.

energy Iransilion and how our refreshed strategy will make Shell o more
resilient company.

Details on the BG inlegralion can be found in Aboul Shell and Heaw
sustinabalily works af Shall.

In 2016, Shell published the Shell: Energy Transilions and Porifolio Resilience
report and lhe Scenarios supplemeni A Beller Life wilh o Healthy Planet:
Pathways lo Net-Zero Emissions.

Shell's refreshed strategy is delailed in About Sliell, Motuial gas ond Lower-

corben olternorives

The Natural gos and Mannging methane eimissicns sections of this report set
oul our effoits in detecting and managing our methane emissions.

In Qur aetivtias in Nigeria ond Safary, we explain our safely approach
and focus.

This repor! includes an update on out octivilies in relalion to spill prevention
and clean up in Nigerio ond the Ogoniland region
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N The Externol Review Commiltee (the ERC o; the
Commitice| is pleased to share ils independent opinion
ERC OPINION

on Shell's Sustainability Report 2016 (the report).

As in past years, the ERC benefited from siuctured
engogement wilh Shell’s senior leadership and from
participalian in the repor lopic selection process. In our
opinion, the report appropriately covers the main issues
relevant 1o Shell and its stakeholders with the exception of
one emerging issue which we nole below.

The ERC commends Shell for updating the report format
this year by embracing a webirs!, interactive design
approach for the narrative as well as for the presentation
of performance data.

SHARED VALUE AND SOCIAL
PERFORMANCE

The ERC has long advocated for Shell to improve its
reporling on social performance. We see improvements in
the 2016 report, such as increased disclosure on
indigenous people and resefllement. Social performance
reporting could be further strengthened by discussing the
challenge of applying social performance standards
uniformly worldwide.

We welcome the addition of shared value as one of
company's four strolegic ombitions. However, the report
provides little information on how Shell plans lo creale and
deliver shared value. Given it is one of Shell's four stralegic
ambitions, a clear and consistent definition and a
framework for measuring progress on shared value needs
articulating. For slakeholders to understand shared value
and see Its impac!, fulure reporting needs to describe how
il is embedded throughout Shell's business and overall
susiainable development agenda.

() i L= & NI}y

External Review Commitiee: (from left lo right)
€d Whiltingham, Execuiive Direclor, Pembina Instilvte, Conada

ENERGY TRANSITION AND CLIMATE
CHANGE

The 2016 report describes more clearly the company’s
intended contribution lo the Iransition lo a low~carbon
fulure. Hawever, the ERC finds the report ambiguous on
the necessary pace of change, plus how Shell discusses
the evolution of ils business sometimes seems al odds with
the reporl’s own commenlary on the urgency implied by
the science of climale change os well os trends in many
other seclors. There is a lack of discussion about haw
exploration and production will change over time or how
In these two areas Shell will priorilise investiments and
activities, The report would also benefit from more detail
on the key nations where Shell is parinering with
governmenls 1o plan and execule pathwoys through the
energy transition.

The reporl describes the aclivilies planned under the New
Energies portfolio but is silent on haw Shell plans to win
inveslor suppor! for progressively increasing and
occelerating investment in low-carbon aliernatives, which
loday often offer different or lower returns than Iraditional
oil and gas invesiments.

We are encouraged Io see that the Quest carbon caplure
and storage (CCS) project exceeded its annual largel to
salely coplure and store 1 million tonnes of CO3 in its first
full year. Looking forward, we recommend mare disclosure
on how Shell will develop mare CCS projects, especially
os parl of gas and downsiream operations, as well as
more delail on how Shell will share Quest-related learning.
More importantly, future reporting should discuss the
implications for Shell's stralegy if broad deployment of
CCS on the scale envisioned in Shell’s scenarios were
significantly delayed.

Bernice Lee, IHead of Climote Chonio and Resource Secufity Initiatives, World Economic Forum, Hong Kong

John Gordner, Vice President ond

Chief Sustoinobilily Officer, Novelis Inc, UK

Seema Arora (Chair|, Execulive Diractor, Confederation of Indian Indusiry, indio
Mark Brownslein, Vice Presidenl, Cllmole and EHZZ?Y Program, Environmentol Defense Fund, USA

Lavinia Hollando, Senior Energy Consuliont and Advisor, Brazil
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As in previous yeors, the report does not share with
readers ony lorgels lo indicote the Intended pace of Shell's
Ironsilion lo a lower carbon porticlio. The ERC
recommends Ihe report include such gools in future.

NATURAL GAS AND METHANE

The ERC Is encouraged by the steps Shell is toking lo
eliminale venling and flaring of nalural gos, especially
now gas ploys an even bigger part in Shell's porifolio
following the BG acquisition. The report makes clear
Shell's commilment to natural gas, and how Shell sees it as
an imporian fuel In the journey lowards on energy
ironsilion. However, nalural gos connol play a construclive
role in a low-carbon transition without minimisation of
merhane emlssions.

The ERC is pleased thal Shell has now |oined the Climole
and Clean Air Codlition’s “Qil and Gas Methane”
parinership, but suggests further action and disclosure ore
needed Given Shell's advocacy and emphasis on naturol
gas, it Is important far Shell to orliculole @ comprehensive
plan for methone reduction. This should address the
operaling practices and regulalory requirements that are
needed for the oil ond gas induslty lo deal effeclively with
the problem of methane leckage from the produciion,
Iransportation and use of natural gas.

PRODUCT STEWARDSHIP AND CIRCULAR
ECONOMY

The report lacks comprehensive informolion on Shell's
approach fo product slewardship, particulorly end of life
responsibilily ond circulor economy initiatives. The ERC
recommends thal the company share more in the report
about the policies and plans that will guide development
of Shell thinking on produc! slewardship Including end of
lite as well as the ways that the circular ecanomy may
offect Shell's businesses.

DATA AND REPORTING SHELL SUSTAINABILITY REPORT 2016

ADVOCACY, PARTNERSHIPS AND
COLLABORATIONS

The repor! describes various parinerships and
collaborations through which Shell advocales its position
on sustainability Issues, including on climate change. There
is growing global concern that il and gos companies
have advocoled ogainsl stronger climale regulations
though their rade associations and in privale discussions
with governments. The ERC suggesls that future reports
clorify when ond how Shell's public positions on material
issuas differ from those of ils trade associations.

DIVESTMENTS

in 2016, Shell announced a $30 billian divestiment
progromme, which will raise capilal ond has the potential
lo shift the carbon intensily of the company's porffolio. The
ERC believes the report should exploin lo slokehalders how
Shell addresses the envionmental and social liabilities
ossocioted with divested assels

MIGERIA

The ERC recognises the security chollenges and complexily
of operoling in Nigeria and noles Shell’s safety record
fhere improved in 2016. The ERC suggesls fulure reporting
should exploin in mare deall the steps Shell is aking lo
minimise harm o communities from sgills and the timeline
for mojor remedialion commitments,

CONCLUSION

The Commiliee recognises Shell's commitment to
lransparency end reporling best praclice and 1o
stakeholder engagement, including with the ERC There is
progress in lhe 2016 report, parlicularly the prominent
disclosure of changes lo the sustoinability elements af the
execulive scorecard ond compensolion, as well os the
inclusion of more strategic lopics. In the 2017 repor, the
ERC hopes to see clearer description of quaniifioble and
lime-bound susiainability goals and ambitions, which will
enhance the reader's ability to judge progress.
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SHARE YOUR OPINION
If you have any views on issues described
in this report, or on the report iself, please

Concept and implementation by nexxar email us of; sustainabilityrepor@shell.com
Design by Conran Design Group
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All our reports are available at Download our apps at Check our latest news
http://reports.shell.com wwsw.shell.com/mobile and apps @Shell

p——
I —D
» Comprehensive financial informalion a Company news a Follow @Skell on Twitter
on our aclivities throughout 2016 a Service-siation locations n www.focebook.com/shell
a Delailed operational information
including maps

w Reporl on aur progress in conlribuling
to sustainable development
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infended to be predicions of likely fuiure evenis or ouicomes and
investors should not rely on them when meking on mvasment
decision with regard o Royal Cutch Shell ple securines.

k) 2

Additionally, it 15 inportant 1o note that Shell’s exising pardolio has
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Introduction

Welcome to the Shell Sustainability
Report, which covers our social,
safety and environmental
performance in 2017 and significant
events for Shell during the year. The
report includes an infroduction from
Shell Chief Executive Officer Ben van
Beurden and an opinion from the
independent experts on the Report
Review Panel
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Introduction from

the CEO

In 2017, the world continued its efforts to meet the dual
challenge of rising energy demand and tackling climate
change. The landmark UN Paris Agreement has set the
planet a clear direction of travel lowards a low-

carbon future.

Getting there will mean providing much more energy with
much less carbon dioxide (CO?2). It will need collaboration
belween business and civil society. Beyond widespread
support for the Paris Agreement, there will need to be
strong government policies to drive behaviour towards

its largels.

The challenge is clear. Large parts of the world's growing
population still live without access 1o safe, reliable

and affordable energy. As living standards rise, energy
demand could double over the course of the century. The
world is going to have to make meeting this demand part
of the approach fo cutling emissions. All this change offers
huge opportunities to break new ground in low-carbon
energy solutions and technologies.

We, at Shell, think long and hard about our role in the
fransition fo a cleaner energy future and the steps needed
o create a sustainable world economy. We continue to put
respect for people, their safely, communities and the
environment at the heart of our approach.

THRIVING THROUGH THE ENERGY
TRANSITION

In 2017, we announced our ambition to cut the net carbon
footprint of the energy products we provide by around half
by 2050 in step with society’s drive to align with the goals
of the Paris Agreement. This is an indusiry-leading
aspiration that may need periodic recalibration in line with
the pace of change in broader sociely and the wider
energy syslem.

As an interim step, by 2035, we aim for a reduction of
20% based on our expectation of society's movement
toward meeting the goal of the Paris Agreement. This
includes emissions from Shell's operations; emissions of third
parties who supply energy for that production; and our
customers' emissions from their use of the products we sell.
This means we aim to help our customers reduce their own
emissions through the solutions we offer.

To meet this ambition, we will slep up many of our existing
aclivilies. That means bringing more biofuels, hydrogen
and electric vehicle charging into the mix; more renewable
power; and helping to advance technology o capture
CO3 emissions and store them safely underground. We
will also use natural solutions, including forests and
wetlands, to help naturally absorb emissions from uses
where alternatives do not yet exist or will take fime to reach
commercial scale. We will produce more natural gas, the
cleanestburning hydrocarbon, and make it a priority to
reduce leakage of the potent greenhouse gas methane from
our gas operations.

Our conlinued financial resilience is vital if we are 1o play a
successful role in the energy transition. We are working

with the Tosk Force on Climate-related Financial Disclosures
{TCFD), which in 2017 published recommendations calling
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"We, at Shell, think long
and hard about our role in
the transition to a cleaner
energy future and the steps
needed to create a
sustainable world
economy."
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on companies to give more information about how they
assess and manage climateelated risks. The 2017 Annual
Report and other publications aim to complement our 2017
Sustainabilily Report in responding to the TCFD
recommendations, including discussing the energy transition
and our portfolio resilience.

OUR CONTRIBUTION TO SOCIETY

The 2017 Sustainabilily Report sets out in detail our
contribution to sociely. This includes how we play our part
in achieving the UN's sustainable development goals,
which seek to address the world's biggest challenges, from
ending poverly to improving health and education to
making cities more sustainable.

We work to do the right thing. Firstly, we continue our
relentless focus on working with communities and
managing our impact on the environment. This means in
Nigeria, for example, addressing environmental challenges
related to oil spills in areas with significant oil theft and
illegal refining. We saw progress in 2017 with vital clean-
up work starting in Bodo, an area affected by oil spills from
various sources. In the Netherlands, we are working hard
with our partners to find solutions to the problems caused
by earthquakes as a result of gas production in Groningen.
We support the people of Groningen and will meet

our responsibility.

Secondly, we help provide the energy products that light,
heat and cool homes and businesses, as well as providing
the energy that transports and connects people, goods and
services. We deliver producis that contribute to people’s
qualily of life and, where viable, provide energy to those
who lack enough access to it.

Finally, we continue to play a positive role in communities
and wider sociely. This includes providing employment,
education and paying taxes. It is about being a good
neighbour. In 2017, for example, | was heartened by the
courage and determination of Shell employees who helped
those caught ir the devostation left by Hurricane Harvey

OPERATING SAFELY

Qur goal is to work without causing any harm to people
and the environment. However, we had Iwo fatalities in
2017: a contractor died in a road accident in Alberta,
Canada and there was a fatality due to a security incident
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in Port Harcourt, Nigeria. This is unacceptable. Safely in
our operations is our top priority and we work lo ensure
staff and contractors are alert to their own safely, care
about the safely of their colleagues and look out for any
potential safely risks in our operations, however small. We
need fo continue to assure our plants and projects operate
safely, particularly by improving our safely behaviour and
enabling employees to quickly report incidents or potential
incidents when they occur

I was deeply saddened by a road+tanker incident in
Pakistan in 2017 . In this tragedy, which was outside the
scope of Shell's safety reporting, a vehicle operated by a
contractor overturned, spilling fuel that subsequently ignited
and caused more than 200 falalities and injured a number
of other people. Events such as these underscore the
importance of the continued focus on health and safely
standards by all contractors, suppliers and employees.

THE 2017 SUSTAINABILITY REPORT

Once again, we appreciate the involvement of leading
independent sustainability experts, which this year comes
from the Report Review Panel. They have provided
feedback that has helped our reporting become more
balanced, relevant and responsive fo the interests of our
customers, partners and investors and made
recommendations for Shell's future reporting.

We are a founding member of the UN Global Compact
and conlinue to support its corporate governance principles
on human rights, anti-corruption, environmental protection
and better labour practices.

Sustainabilily is essential to the way we do business. Our
Sustainability Report is an account of our progress in this
area as we continue to deliver energy products sociely
needs in the transition to a low-carbon world.

Ben van Beurden
Chief Executive Officer
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The 2017 Sustainability Report, published on April 9,
2018, is our 21%' report. Sustainability at Shell means
providing energy in a responsible manner, respecting
people, their safety and the environment.

This report focuses on the key sustainability challenges we
face and the many ways we are responding. It details our
social, safely and environmental performance in 2017.

TOPIC SELECTION FOR 2017

The topic selection process identifies the sustainability
subjects that were most relevant to Shell and our
stakeholders or prominent globally in 2017.

Each year, we use a struclured process to select the
report’s content and confirm its validily. We engage with
various groups and individuals o understand specific
concerns about our business and its impact around the
world, parficularly in relation to the environment

and sociely.

These include communily representatives, business
partners, customers, non-governmentczl organisations,
investors, the media, academics, contractors, suppliers,
ralings agencies and members of the public. We also talk
to teams within Shell across all parts of our business. We
gather opinions and advice in various ways including
formal and informal meetings, workshops and

online surveys

This report lists the topics that were a priorily 1o our
company in 2017. The topics that consistently ranked of
higher importance were energy Iransilion and climate
change, as well as business ethics and corporate
governance. A full list of priority topics is provided in the
lable below.

THE MAIN STEPS INVOLVED IN SELECTING THE TOPICS ARE:

Step 1: identify and understand topics that are
important to our stakeholders;

Step 2: identify topics that are important to Shell's
business strategy;

Step 3: collate all the topics identified as of high

importance by our stakeholders in the previous steps —
these topics determine the report's content;

Topic selection diagram

Significance to

stakeholders

External Review Committee’s previous opinion letter
Civil society dialogues

Stakeholder relations review

Global media review

Investor feedback and indexes

Reader feedback and social media

Reputation tracker survey

Website visits

Report reviews by specialist organisations

Significance in - -
sustainability context AT
Resulting topics are considered in their

broader sustainability context based on:

m World Energy Outlook

m WBCSD Vision 2050 report

m Shell business environment outlook

m Sustainability reporting guidelines and standards

[

Intergovernmental Panel on Climate Change
Fifth Assessment Report

Step 4: identify the topics that will be covered
elsewhere on www.shell.com;

Step 5: consider input from our Report Review Panel to
ensure that coverage is balanced, relevant and
complete; and

Step 6: inform Shell's Executive Committee of the
chosen fopics, for their endorsement.

Included on
www.shell.com

Not
reported

Significance to
Shell strategy

m Financial risks
m Reputational risks
m Sustainability priorities

m Key projects
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REPORTING GUIDELINES In 2017, we were one of the earliest supporters of the
We report in line with guidelines developed by IPIECA, TCFD and we continue to work with the task force to help
the global oil and gas industry association for develop more specific guidance on meaningful disclosures
environmental and social issues, and in accordance with linked to climate change. To that end, we have joined the
the Global Reporting Initiative [GRI} version 4 {See GRI Qil & Cas Preparer Forum, initiated by the TCFD and
index for full details). convened by the World Business Council for Sustainable

Development, an advocacy association.
In 2018, we are using the recommendations of the Task
Force on Climate-related Financial Disclosures (TCFD) to More detailed information about how we report is
guide our reporting in our 2017 AnnualReportand 2017 available on www.shelf.com.
Sustainability Report, complemented by our Sky Scenario
and the Shell Energy Transition Report. The TCFD was set
up by the Financial Stability Board, an international body,
and the recommendations call on companies to provide
greater transparency about how they identify, assess and
manage climaterelated risks and opportunities.

Index to material topics in this Sustainability Report

Climate change and energy transition Page
Business strategy and portfolio resilience 17 Flaring 58
Emissions performance 56 Walter 53
Carbon capture and storage 21 Biodiversity and sensitive areas 52
Methane 57 Qil spills 55
Lower-carbon and renewable energy 23

Research & development 27
Safety Page
Business ethics, transparency and governance Page Process safety & emergency response 61
61

Deep water

Human rights 45 Personal safety 50

Sustainabilily governance 13 Transport safety 60
Business ethics 44
Our people 39

Revenue transparency 38 Areas of impact Page
Sustainable development goals 36

Securily 63 Divestments 32

Supply chain 46 Nigeria 28

Product stewardship 54 Decommissioning 33

Groningen 34

— Oil sands 32

Local communities and socioecanomic impacts Pagé. Shales 34
Social investment 66
Local content and skills development 40
Communily engagement 64
Resettlement 65
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Report Review Panel

We have used external review panels to strengthen our
sustainability reporting since 2005. They help us evaluate
and improve the quality and credibility of our
Sustainability Report.

The 2017 Report Review Panel, previously called

the External Review Committee, comprises six sustainability
and corporate reporting experts. Panel members are
offered an honorarium for their time and experise. This
year's panel comprised:

m Faris Natour, Germany/USA. Director, Human Rights &
Business Initiative, UC Berkeley Haas School of
Business, {Chair of the Report Review Panel)

® Andrew logan, USA. Director, Oil and Gas, Ceres

m Changhua Wu, China. Chair, China Redesign Hub
and Asia Region liaison, Office of Jeremy Rifkin

® Marie Morice, USA. Senior advisor, Natural Capital
Finance Alliance

® Mandy Kirby, UK. Director, Principles for Responsible
Investment

m Merene Botsio Tamakloe, Ghana/UK. New
Parinerships Manager, CARE International

You can read more about the panel members
on www.shell.com

The panel provided input as part of our content selection
process and reviewed the report in depth before
preparing their statement focusing on the quality of the
report. The panel met to discuss Shell's reporting, question
Shell experts and prepare their statement.

The 2017 panel’s mandate focused on the quality -
including the credibility, completeness and responsiveness
— of Shell's reporting.

Read below some of the feedback given in the 2016
report by the expert reviewers, and our response
(see table).

2016 RECOMMENDATIONS AND OUR RESPONSES

2016 recommendation

How Shell responded in 2017

Shared value and social performance: For
stakeholders to understand shared value and see its
impact, future reporting needs to describe how it is
embedded throughout Shell's business and overall
sustainable development agenda.

In the 2017 report, you can read more about how
Shell is contributing to society and how this is
connected fo the UN's sustainable development goals.

Energy transition and climate change: There is a lack
of discussion about how exploration and production
will change over time or how in these two areas Shell
will prioritise investments and activiies.

The report does not share with readers any targets to
indicate the infended pace of Shells transition 1o a
lower-carbon porifolio and it is recommended that the
report include such goals in future.

Shell's climate change thinking is detailed in the
introduction from our CEO and Energy Transition
section. You can also read more in the Shelf Energy
Transition Report.

Product stewardship and circular economy: It is
recommended that the company shares more in the
report about the policies and plans that will guide
development of Shell thinking on product stewardship
including end of life as well as the ways that the
circular economy may affect Shell's businesses.

Read about our Product Stewardship policies.

Divestments: The report should explain to stakeholders
how Shell addresses the environmental and social
liabilities associated with divested assets.

In our Divestment section, you can read about our
approach and how we have managed some
recent cases.
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2017 RECOMMENDATIONS LETTER

REPORT REVIEW PANEL - INDEPENDENT STATEMENT

The Report Review Panel provides this independent
statement on Shell's 2017 Sustainability Report. We
have had the opportunily fo review two drafts of the
2017 Sustainability Report and provide feedback to
Shell through conference calls and in writing. Shell has
responded to our questions and suggesfions. We have
developed this statement independently following our
review. We commend Shell on its commitment to
transparency, stakeholder engagement, and continuous
improvement in its approach to sustainability reporting.

We appreciate the opportunity, to provide feedback
and recommendations for further improving Shell's
sustainability reporting. In line with the scope of our
review, our feedback focuses on the quality of Shell’s
sustainability reporting rather than its

sustainability performance.

The 2017 Sustainability Report focuses largely on the
sustainability issues the company has identified as most
material through a materiality analysis. It does so in a
thorough, rigorous, and comprehensive way and
provides important information in a clear, accessible
and concise format. In future reporting, we recommend
that Shell provides more comprehensive disclosure on
social issues and water, greater balance between
successes and areas for improvement, as well as
greater emphasis on the ways in which the company's
sustainability efforts strengthen its core business.

The disclosure on Shell's approach to the energy
transition and its emissions disclosure are particularly
comprehensive, although more emphasis on the
inferconnectedness between energy, water, ecosystems
and watershed management could further improve
Shell's reporting. The inclusion of independent
statements as well as case studies provide important
context to the description of Shell's strategic priorities
and management approach in sustainability. However,
we encourage the company to seek out greater
balance by highlighting external opinions and case
studies that offer constructive criticism of

its performance.

Recommendations: We see opportunities fo further
improve Shell's sustainability reporting in the
following ways:

m Social issues: While the report provides a thorough
review of Shell's material issues, we would like to
see more detailed disclosure of social issues,
including Shell's holistic approach to contributing to
the UN's sustainable development goals {SDGs),
human rights due diligence, and operating in
sensitive areas. We are aware that Shell provides
some information on these topics on
www.shell.com but we would urge the company to
ensure that sufficient depth is provided in the report
on these important topics. We welcome that Shell
has identified the SDGs it views as most relevant fo
the business. Moving forward, we expect Shell to
integrate the SDGs more in its reporting and provide
additional information about how Shell is advancing

INTRODUCTION SHELL SUSTAINABILITY REPORT 2017

the SDGs as a company and in partnership with
others. In addition, Shell has an opportunity to more
clearly emphasize the interconnectedness between
environmental and social issues. We also view
gender diversily and inclusion as a material issue for
all companies, and Shell could provide more detail
in its sustainability reporting on its approach to
advancing diversity and inclusion at Shell and in the
energy sector.

B Water: We see water as an increasingly important

topic and would welcome more information on how
Shell manages impacts on water beyond the
facilities level. This should include information on
how Shell is mitigating broader watershed impacts
as well as steps it has taken to reduce risk exposure
including through the setting of targets. We would
also welcome data on Shell's water performance
that is specific to particular assets and geographies,
as water is largely a local issue and global data
revedls litfle to a reader.

m Balance: While the report highlights both successes

and areas for improvement, overall there is an
emphasis on success in the report. We see an
opportunity for Shell to improve the report's overall
balance and drive confinuous improvement in the
energy secfor by including more discussion of
challenging experiences, lessons learned and areas
for improvement. In addition, while we commend
Shell for including independent statements from civil
sociely organisations throughout the report, we
encourage it to seek more diverse voices of
constructive criticism in future.

m Metrics: We would like to see Shell provide more

context for the performance data included in the
report. It is not apparent for all metrics what factors
contributed to a specific outcome and what impact
any management steps taken by Shell have had.
Including more of this kind of information will help
readers understand how Shell achieved or did not
achieve the targets the company has set for itself.

m Strategic focus and ease of navigation: We

appreciate Shell's effort to strive for completeness.
Future reports could be simplified further by putting
greater emphasis on the ways in which the
company's sustainability efforts strengthen its core
business. Shell could highlight fewer case studies
while going into more detail and linking each more
closely to the broader operating context for the
sustainability priorities they seek fo illustrate.
Similarly, we would welcome more sign-posting fo
highlight the various connections across the report to
Shell's strategic priorities.

Robust sustainability disclosure is essential for Shell to
meet the ambitious goals it has set for itself and for
Shell's stakeholders to assess progress and hold the
company to account. We appreciate the opportunity
to share our feedback and recommendations. While
we saw improvements during the drafting stage, there
remain opportunities to further improve Shell’s
reporting, and we look forward to reviewing Shell's
progress in these areas in future reports.



Preliminary Public Copy

OUR STRATEGY

Shell is on international energy company with expertise
in the exploration, development, production, refining
and marketing of oil and natural gas, as well as in the
manufacturing and marketing of chemicals. Our New
Energies business pursues iwo main areas of
opportunities: new fuels for transport, such as advanced
biofuels, hydrogen, and charging for battery-electric
vehicles; and power, including low-carbon sources such
os wind and solar as well as natural gas.

About Shell

We are one of the world’s largest independent energy
companies in terms of market capitalisation, cash flow
from operating activities, and production levels. We

explore for and produce oil and gas worldwide, both

IN 2017, SHELL:

m Produced 3,664 thousand barrels of oil
equivalent on average per day.

m Traded more than 8 million barrels of physical crude
oil on average every day.

from conventional fields and from sources such as shales
and deep water. We work to develop new oil and gas
supplies, and have a global network of refineries and
chemical plants. Shell transports and trades oil, gas and
other energy-related products, such as electricity and
carbon-emission rights. Our New Energies business, which
we created in 2016, invesls in commercial opportunities
linked 1o the energy transition. This business focuses on
new fuels, such as biofuels, hydrogen and charging for
batiery-electric vehicles; and power, including from low-
carbon sources such as wind and solar as well as natural
gas. We also invest in new business models and digital
technology that improve our core business. Around

30 million customers every day are served through Shell's
global network of 44,000 Sheltbranded retail stations.

® Sold 66 million tonnes of liquefied natural gas.

m Served 30 million customers on average every day
at our refail sites.

B Made capital investments of $24 billion.
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OUR PURPOSE AND BUSINESS STRATEGY
Shell's purpose is to power progress together with more
and cleaner energy solutions. Our strategy is to strengthen
our position as a leading energy company by providing
oil and gas and lowcarbon energy as the world’s energy
system changes. Safely and social responsibility are
fundamental to our business approach. Shell will only
succeed by working with customers, governments,
business pariners, investors and other stakeholders.

Our strategy is founded on our outlook for the energy
sector and the chance to grasp the opportunities arising
from the substantial changes in the world around us. The
rising standard of living of a growing global population is
likely to continue to drive demand for energy, including oil
and gas, for years to come. At the same time, technology
changes and the need to tackle climate change means
there is a transition under way lo a lower-carbon, multi-
source energy system with increasing customer choice.
We recognise that the pace and specific path forward is
uncertain and so requires agile decision making.

STRATEGIC AMBITIONS
Against this backdrop, Shell has the following
strategic ambitions:

B to provide a world-class investment case. This involves
growing free cash flow and increasing returns, all built
upon a strong financial framework and resilient
portfolio;

m to thrive in the energy transition by responding to
sociely’s desire for more and cleaner, convenient and
compelitive energy; and

B lo sustain a strong societal licence to operate and
contribute to sociely through a shared value approach
to our activities.

The execution of our strategy is founded on becoming a
more customer-centric and simpler company, focused on
delivering higher and more predictable returns and
growing free cash flow. By investing in competitive
projects, driving down costs and selling non-core
businesses, Shell continues to seek to reshape its portfolio
info a more resilient and focused company.

Sustainability at Shell

Sustainability at Shell means providing energy in a
responsible manner, respecting people, their safety and
the environment.

Shell's core values of honesty, integrily and respect for
people - first laid out in the Shell General Business
Principles more than 40 years ago — underpin our
approach. A commitment to contribute fo sustainable
development was added in 1997. These principles,
together with our Shell Code of Conduct, apply to the
way we do business and to our conduct with the
communities where we operate.

We share knowledge and experience with a number of
organisations to improve approaches to areas such as
environmental sustainability, climate change and

INTRODUCTION SHELL SUSTAINABILTY REPORT 2017

Our ability to achieve our strategic ambitions depends on
how we respond to competlitive forces. We continuously
assess the external environment - the markets as well as
the underlying economic, political, social and
environmental drivers that shape them — to evaluate
changes in competitive forces and business models. VWe
undertake regular reviews of the markets we operate in
and analyse our traditional and non-traditional
competitors’ strengths and weaknesses to understand our
compelitive position. We maintain business strategies and
plans that focus on actions and capabilities to create and
sustain competitive advantage. We maintain a risk
management framework that regularly assesses our
response 1o, and risk appetite for, identified risk factors.

STRATEGIC THEMES

As part of our strategy, we divide our portfolio into
strategic themes, each with distinctive capabilities, growth
strategies, risk management, capital allocation and
expecled refurns:

m Cash engines are strategic themes that are expected to
provide strong and resilient returns and free cash flow,
funding shareholder retuns and strengthening the
balance sheet. Shell continues to invest in selective
growth opportunities for cash engines. Our cash
engines are conventional oil and gas in Upstream,
Integrated Gas, and oil products in Downstream.

m Growth priorities are the cash engines of the future.
Shell seeks to invest in affordable growth in advantaged
positions with a pathway to free cash flow and returns
in the near future. Our growth priorities currently are
deep water in Upstream and chemicals in Downstream.

m Emerging opportunities are strategic themes that are
expected to become growth priorities after further
development. These opportunities should provide us
with material growth in free cash flow in the next
decade or beyond. We seek to manage our exposure
to these businesses while establishing scale. Our
emerging opportunities currently are shales in Upstream
and new energies, which is part of the Integrated Gas
and New Energies organisation.

technology. We also support the UN Universal
Declaration of Human Rights and several external
voluntary codes promoling responsible business practices,
including, the UN Global Compact, the Organisation for
Economic Co-operation and Development (OECD)
Guidelines for Multinational Enterprises and the Voluntary
Principles on Securily and Humon Rights.

We support the UN Paris Agreement on climate change.
We welcome and will play our part in helping
governments and sociely to achieve the UN's sustainable
development goals, which seek to tackle the world's
economic, social and environmental challenges by 2030.
We also regularly provide information to various irdices,
and engage with customers and suppliers through their
sustainability questionnaires.
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Integrating sustainability

Helping to shape a more
sustainable energy future

Sharing wider benefits
where we operate

Running a safe, efficient,
responsible and profitable business

Our approach fo suslainability is integrated across our
business activities on three levels:

A Running a safe, efficient, responsible and
profitable business

Safeguarding and respecting people — our employees,
contractors and neighbours — is fundamental to how we
do business. This includes having global standards,
processes and tools in place to manage safety, the
environment and how we engage with communities.
We aim to confinuously improve the way we operate to
prevent incidents and to identify, ovoid where possible
and minimise adverse environmental and social impacts.
For more delails on our 2017 performance in these
areas see Our performonce and dato.

é Sharing wider benefits where we operate

We plan our business for the long term to help ensure we
play a positive role in communities where we operate and
in wider society. We contribute to the development of
local economies by creating jobs, boosting skills, sourcing
from local suppliers and helping to improve industry
standards, as well as paying taxes and royalties.

We support community projects that are based on the
needs of the local communities.

Helping to shape a more sustainable energy

future
Achieving a more sustainable energy future requires an
energy fransition that allows society to reduce its
emissions, tackle climate change, while also extending the
economic and social benefits of energy to everyone. This
ambition requires a change in the way energy is
produced, used and made accessible to more people
while drastically cutting emissions. It is feasible but requires
urgent action and long-term vision. Shell is a willing and
able player in this transition. We will play our role where it
makes commercial sense, in oil and gas, as well as in
low-carbon technologies and renewable energy
sources. But there is the need for society as a whole to
address the climate challenge. We advocate that
businesses, governments and civil society work together to
shape a more sustainable energy future

For Shell's view of the energy fransition and our strategic
response fo it, see Our strategy and the Energy Iransition
sections.

Embedding sustainability in projects

Qur commitment to sofely, the environment and
communities plays an imporiant role in how we plan,
design and operate projects and facilities. We will
continue our relentless focus on managing impacts,
especially in the challenging environments where
we operate.

When we invest in projects, we aim to balance the short-
and long-erm interests of our business. For investment
decisions, we consider the economic, social and
environmental risks and opportunities as well as the
political and technical risks.

Shell conducts an environmental, social and health impact
assessment for every major project. As part of the impact

assessment process, we engage with communities and
other stakeholders, for example non-governmental
organisations, to discuss possible ways to address their
concerns. This helps us understand and betfter manage the
effects our projects could have on the surrounding
environment and local communities and to comply with
relevant social and environmental regulations.

Our Health, Safety, Security, Environment and Social
Performance {HSSE&SP) Control Framework has
mandatory requirements to ensure the performance of
these impact assessments. We also draw on infernational
standards from bodies such as the World Bank and its
International Finance Corporation, to guide our
engagement with communities.
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OUR PEOPLE The specialists support project tleams on impact
We train our project teams to understand how lo use assessments and help manage potential impacts on
impact assessments to embed sustainability into project communities or the environment during project design,

decisions. They are supported by specialists in areas such  construction and operation.

as environmental management, health and social

performance including, but not limited to: For more delails, read what sustainabilily means at Shell
on www.shell.com.

m biodiversily, waste, air, energy and water management;

and

m indigenous peoples’ rights, cultural heritage and
resettlement.

A guide to sustainability across the life of a project

cEEE——Tm—,
i ! ] P
Identify . ) . 9 Decommission
andlassess Select } Define }} Execute } } Operate ‘--">>on ilireatore
i |

Identify people who may be

interested in or alfected by the project @ 1 @ @ @2 @\ @ 3

Engage with stakeholders (= g.
communities, hos! governments and

NGOs} and feed responses inlo our risk E] E] E E] E] E

analyses and decisionmaking process.

Conduct baseline studies of the
local environment {e.g. water, biodiversily, i
social livelihoods) and consider how the Q

project may alfect it.

Based on assessment of potential impacts

and siakeholder engagement, identify

mitigation and enhancement y / y

measures.

Implement a mitigation plan 2 3
for project davelopment, construclion o o o
and operation.

1. Colombia baseline work: In Colombia, where we have several exploration blocks offshore, conducting extensive environmental baseline sudies is a legal requirement,
including sampling of aguatic animals. We collaboroted with local fishermen 1o gel bietter quality dala During 2016 and 2017, the fisheimen were trained and giver equipment,
inciuding o GPS 1o mark locations They were also given cameras, 10 label and documeri the fish they caught. This resulted in a represenanve list of the main species caught in each
fishing area and mapped variations thioughout the year, providing a firm basis for the evaluation of the manne biodiversity, frequency and abundance of species The fishermen
benefited from this knowledge ant ieceived toining 1o improve their salely. The project received positive recagnition from local authorities.

2. Pennsylvania: in Pennsylvania, USA, our project to build a petrochemical lacility will involve redeveloping an existing industrial site used for zinc smelling for around 100 vears.
3. Groundbirch reclamation work: We comply with the rerms of our permiis, agreements and Iozal laws and regulations conceining restoration of the land used by our
opeiations. In Canade, for example, at the Shell Groundbirch project, where we use hydraulic fracturing o unlock gas trapped in rock, we are ~working with a First Nations indigenous
community plant nursery o preserve their cullural henlage and the natural habitat. Seeds flom local indigenous planis are callecled and planted above pipelines and other infrastiucture
in the area Malching plants wih their naluial habiais increases she chance of survival and resulls in a landscape that is more diverse and natural. First Mation community members

parlicipate in the restoration efforts, cairying our work that builds on their knov-ledge of plants and the ecosysiem

12 INTRODUCTION SHELL SUSTAINABILITY REPORT 2017
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NEW LIFE FOR AN OLD INDUSTRIAL SITE

In Pennsylvania, USA, we are building a
petrochemicals facility on an existing industrial site
used for zinc smelting for around 100 years.

Minimising the impact on people and the local
environment is at the heart of our plans.

After the zinc smelter had been safely
decommissioned, we recycled the old equipment and
waste products. We covered the site with special
industrial liners and caps to protect groundwater and
surface water and people building the new facility.
Where areas of water on the site could not be
protected, we created wetlands elsewhere. These have
now grown info healthy habitats for fish

and vegetation.

Sustainability governance

Governance is about making sure we live up 1o the high
standards we set as @ company — on health and safety, on
the environment and biodiversity, and in our relationships
with local communities.

We have put clear and effective governance structures in
place throughout Shell, along with performance standards
and other controls. These influence decisions and actions
across the Shell businesses.

Our governance procedures involves the Board of Royal
Dutch Shell ple, four Board Committees, our Executive
Committee, and the teams and individuals who manage
our operations. We take rigorous care to ensure that
standards are communicated and maintained across

the business.

The Corporate and Social Responsibility committee
{CSRC] is one of our Board Committees. For further details
on the CSRC and how sustainability is managed at

Shell see www.shell.com and our Annual Report.

THE CSRC IN 2017

The CSRC's role is to review and advise Shell on our
strategy, policies and performance against the Shell
General Business Principles, our Code of Conduct and our
Health, Safety, Security, Environment and Social
Performance {HSSE&SP) standards.

The CSRC meets regularly to review and discuss a wide
range of sustainability-related topics and to assess our
sustainability performance, audit results and the
sustainable development metrics that apply to the
Executive Commitiee scorecard. It also monitors major
issues of public concern that may be relevant to Shell.

We used an emissions offsetting programme to help
reduce the impact that building work will have on local
air quality. After consulting with local residents and
community leaders, we also planted native trees along
the nearby river to improve the look of the

construction site.

Waorking closely with the state environmental regulator,
we are investing $80 million in mitigating the
environmental impacts of converting the industrial site.
Once up and running, the plant will produce
polyethylene which is used in many everyday products,
from food packaging and containers to

automotive components.

Members of the CSRC during 2017 were:

m Hans Wijers, appointed Chair of the Committee with
effect from May 2015;

m Sir Nigel Sheinwald, appointed @ member of the
Committee with effect from July 2012;

m Catherine Hughes, appointed a member of the
Committee with effect from November 2017;

m Guy Elliott, appointed @ member of the Commitiee with
effect from March 2017 and stood down as a Non-
executive Director of the company in October 2017,
and

m Patricia A. Woerlz, appointed a member of the
Committee with effect from June 2014 and stood down

as a Non-executive Director of the company in
May 2017.

CSRC ENGAGEMENT

In 2017, the CSRC discussed topics including Shell’s
operations in the Niger Delta, Nigeria and Groningen,
the Netherlands, human rights, natural capital, the energy
fransition, greenhouse gas emission targets and CO2 and
methane-elated developments. The committee also
conducted several site visits. Sir Nigel Sheinwald and Guy
Elliot visited the Bacton gas plant on the UK's North Sea
coast and met with community members to discuss, among
other topics, how to redistribute sand and sediment to
protect the coastline. Hans Wijers visited the Pernis
refinery in the Netherlands and discussed the challenges
and opportunities for the facility with the leadership team.
The committee, along with the CEQ, also visited Shell's
project in Pennsylvania, USA, to leamn about the
transformation of the site from a zinc smelter to a chemical
plant and to meet with local stakeholders and contractors
to discuss a range of HSSE topics.

SHELL SUSTAINABILITY REPORT 2017 INTRODUCTION 13
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Reporting against aspirations

This table represents a selection of global mefrics that we
track within Shell. These metrics have been selected
because they reflect the direct impact of our operations on
people and the environment. We used them to set our
goals and measure progress in 2017 and to define
priorities for 2018.

We review our metrics regularly to ensure we caplure the

information needed to improve our performance. For
example, we introduced Goal Zero for personal safety at

Goals, performance and plans for 2017 and beyond

Goal 2017 Progress in 2017

TRCF<0.9

Total recordable case frequency (TRCF)

Shell in 2007. Since then, we have broadened the goal
to aim for no harm to people and the environment. The
metrics used to measure our greenhouse gas performance
of refineries and chemical plants changed in 2017,

and further changes to upstream and integrated gas
emissions are planned for 2018. More information on our
performance, definitions of the indicators and the
referenced goals are provided in the environmental, social
and salety dafa sections.

Priorities in 2018

B In road safely, continue to focus on effective

implementation of proven practices across all

> Achieve otal recordable case frequency (TRCF) - the
W number of injuries per million working hours - lines of business.
& below 0.9 for employees and contractors. 1.2 1.0 09 10 08 m Support lhe development and implementation
< Coal Zero has been our ambition for personal safely 3 of common industry safely standards.
% since 2007. m Improve our capabilities to capture insights
2 g I from audit findings and investigations into
i incidents with the potential fo cause harm.
In 2017, we achieved our lowest ever number of
injuries. (See Safely performance.
Lleaks < 130 Number of operational process safety Tier 1 and ~ ® Strong focus on asset integrily and qualily of

Achieve a number of operational leaks below 130 2 evenls operational execution, including through the
(classified as “operational Tier 1 & 2 process safely 5 groupwide roll out of our Process Safely
events”). 400 ., Fundamentals.
" 251 . . 3

Since 2011, we have extended our ambition of \'\2?0 m Continue to improve learning from process
Goal Zero Io process safely. 200 Nl_i_é_____]fé safely events with high potential impact.
From 2017, we combined operational Tier 1 & 2
safely events when setting the target. Previously, we 0

2013 2014 2015 2016 2017

only used Tier 1 evenls.

We saw an increase in leaks in 2017 compared
to 2016. (See Safely performance.

Goal Zero extends to the environment with our goal
of no operational spills.

[k m=e , 08 ;
N);/-—__
05
0

2013 2014 2015

Volume of operational spills in ‘000 tonnes

2016

Continue to learn from incidents with spills to
improve the reliabilily of our facilities and
further reduce the number and volume of
operational spills.

Continue to work with the oil and gas industry

: to further develop effective oil-spill response
capacities.

2017

In 2017, we had the lowest volume of
operational spills we have ever recorded. (See

Environmental performance.
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Flaring emissions < 8.1
Reduce flaring in our upstream business (million

7 tonnes CO2 equivalent)

Our policy is to reduce any continuous flaring or
venting to as low as level as reasonably practical.
We are a signatory of the World Bank's “Zero
routine flaring by 2030” initiative.

Flaring in million tonnes CO2 equivalent [A]

20
0 1.8

13
10 7;4/ \'\7.6 8.2

2013 2014 2015 2016 2017

[A] We hove updated our 2017 upstreom flaring from 8.0 million
tonnes of CO2 equivalenl as published in our 2017 Annual Report
and Form 20F 1o 8.2 million tonnes following finalisoton of 2017
dala. The scorecard ouicome for 2017 was nol affected by

this update.
(See Flaring).

m Continue to link staff bonuses to the
management of greenhouse gas emissions.

m In November 2017, Shell and seven other
energy companies signed guiding principles
for reducing methane emissions across the
natural gas value chain.

Refinery GHG intensity < 1.15

For our refineries, achieve a GHG intensity below an
intensity of 1.15 tonnes of CO2 equivalent per
Solomon’s Utilised Equivalent Destillation Capacity
[UEDC™]

Chemicals GHG intensity < 0.45

For our chemical plants, achieve @ GHG intensity
below an intensity of 0.45 tonnes of CO? equivalent
per tonne of petrochemicals produced

(See Energy efficiency).

Refineries: tonnes CO2e per Solomon'’s Utilised
Equivalent Destillation Capacity [UEDC™]

2
1.16 1.18 1.14
] - - o
0
2013 2014 2015 2016 2017
Chemicals: tonnes CO2e per tonne of
petrochemicals produced
0.8
042 044 046
04 . 4
0]
2013 2014 2015 2016 2017

In 2017, we have changed our metric for
reporting from energy intensity to GHG intensity,
and can currently provide data for three years
of performance.

m Continue to link staff bonuses to the
management of greenhouse gas emissions.

m Continue to focus on maintenance measures
lo enhance the reliability of our equipment
and reduce emissions through leaks.

Effective community feedback

Qur community feedback mechanism (CFM] has
been used to address community concerns since
2012. We continue to progress the implementation
of our standard online community feedback tool
which helps to strengthen tracking and reporting

of concerns.

We conducted a full evaluation of our online
community feedback tool to understand how it has
been used across our projects and facilities.
Following the evaluation, we identified a number
of areas for improvement, which are now being
considered 1o enhance the tool.

We developed the CFM self-check to assess the
effectiveness of the mechanism based on UN
Guiding Principles and Human Rights criteria for
implementation in all major facilities and projects.

{See Social performance.

m Aim to enhance the online community
feedback tool, based on the improvement
areas we identified in 2017, for example,
the user friendliness to ensure short response
times. The improvements help to ensure we
are able to effectively track and record
feedback, and support projects and facilities
in responding quickly fo concerns.

m Identify further improvement opportunities for
the CFM implementation from the self-check
exercise, fo meet the UN Guiding Principles
and Human Rights effectiveness criteria.
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Scorecard structure

Operational excellence

2017

Production

LNG liquefaction volumes

Refinery and chemical
plant aveilability

Project delivery

Operational excellence

Preliminary Public Copy

Executive scorecard

In 2017, sustainable development continued to account
for 20% of the Executive Direclors' annual

bonus scorecard, which helps determine the annual bonus
for the Executive Direclors.

Targels are set each year by the Board’s Remuneration
Committee and the outcomes against these targets are
reported retrospectively in the Annual Report. The same
annual bonus scorecard approach applies to senior
management and other employees.

The metrics on sustainable development in 2017 had
equal weighting between our safely {10%)
and environmental (10%) performance. The safety

50%
12.5%

12.5%
12.5%

12.5%
30%

B Cash How from operating activities

component covers personal and process safely and the
environmental component includes greenhouse gas (GHG)
emissions for the first time in three specific business areas:
refining, chemical plants and flaring in upsiream assets.

In 2017, GHG metrics covered around 60% of direct and
energy indirect emissions from our operated portfolio.

The GHG metrics in the 2018 scorecard have evolved
and coverage has increased to around 90% of operated
emissions. The refining and chemicals metrics will be
retained and emissions coverage in upstream and
midstream will be measured on an intensily basis and
expanded beyond flaring.

Sustainable development

20%

2017
Safely Personal safety 5%
o
10% Process safely 5%
Refining GHG intensity 4%
Environment

10% Chemicals GHG intensity 3%

Upstream flaring 3%

Sustaineble development
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Energy transition Energy transition

and climate
Society faces a dual challenge: how change

to make a fransition fo a low-carbon
energy ][UTure TO mgngge The rlSkS Of in 2015, governmenis came together in Paris and

achieved a landmark agreement fo tackle climate change.

C’ ' mdad Te ChO nge 7 Wh | Ie @ |SO eXTeﬂd | ng We fully support the Paris Agreement's goal to keep the

rise in global average temperature this century to well

Th e econom | “re nd SOClO | benefl TS Of below two degrees Celsius {2°C) above pre-industrial

levels and to pursue efforts fo limit the temperature increase

energy to e\/eryone on Th e p |C] net. even further to 1.5 °C. In pursuit of this goal, we also
support the vision of a transition towards a netzero
emissions energy system.

The Intergovernmental Panel on Climate Change indicated
through energy scenario based climate modelling in their
5th Assessment Report {2013, 2014} that limiting the rise
in global average surface temperature to 2°C would
require greenhouse gas emissions 1o reach net zero by
around 2070. This needs o be achieved while
recognising that the rising living standards of a growing
population means that energy demand could double over
the course of the century.

REDUCING THE NET CARBON FOOTPRINT
OF THE ENERGY PRODUCTS WE SELL

In November 2017, we outlined Shell’s ambition to
reduce the net carbon footprint of our energy products by
around half by 2050 in step with sociely's drive 1o align
with the Paris climate agreement. This is an industry-
leading position that will need periodic recalibration in line
with the pace of change in the wider energy system.

For the Paris Agreement to be achieved, significant
change in the energy system is required. Shell knows we
can only remain a leading company if we evolve in line
with societal expectations. Shell will adapt and play

its part.

The world needs more energy and falling GHG emissions
al the same fime. This means that, on average, each unit
of energy consumed has to come with a lower amount of
GHG emission in its production, distribution and use, or in
other words, a lower carbon footprint.

GREATER DISCLOSURE ON CLIMATE
CHANGE RISKS AND OPPORTUNITIES

We welcome and support efforts, such as those led by the
Task Force on Climaterrelated Financial Disclosures (TCFD),
o increase fransparency and fo promote investors’
understanding of companies’ strategies fo respond fo the
risks and opportunities presented by climate change. We
believe that companies should be clear about how they
plan to be resilient in the energy transition. Therefore, we

IN THIS CHAPTER

17 Energy transition and climate change are working with the TCFD to develop guidance on

20 Natural gas effective disclosures which, where commercially possible,
21 Carbon capture and storage will be most relevant and useful o investors. The 2017
23 Lower-carbon alternatives Annual Report and other publications aim to complement
26 Energy-efficient products our Suslainability Report in responding fo the TCFD

27  Research and development recommendations, including discussing the energy

transition and Shell’s portfolio resilience.

Find out more in the Shell Energy Transition Repor.
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NATURE-BASED SOLUTIONS TO
COMPENSATE EMISSIONS

Nature has the potential to play an important role in
the energy fransition. In pursuit of a long-term low-
carbon future, nature-based solutions present an
immediate opportunity and can help to bridge the
time that is required to scale the current generation
of mature renewable energy technologies, or to
develop the next generation of technologies. Also,
they represent just one of several tools that Shell will
focus on to meet our netcarbon footprint ambition.

We work with naturebased projects to prevent
deforestation and restore natural ecosystems,
creating carbon sinks. These projects, which also
support local communities and conserve
biodiversity, generate carbon credits that are then
passed to energy consumers around the world. In
the Netherlands, for example, we offer our business
customers the opportunity to offset their CO2
emissions from driving their vehicles. One project
we work with is the Kasigau Corridor in Kenya,
developed by Wildlife Works, which protects
500,000 acres of highly threatened forest.

The projects we work with are certified by Verified
Carbon Standard, currently the largest source of
naturebased projects globally, and the Climate
Communily & Biodiversity Standard, which verifies
that projects not only address climate change, but
also support local communities and

conserve biodiversity.

ENERGY TRANSITION SHELL SUSTAINABILITY REPORT 2017

External voice: "We work with Shell on
natural climate solutions"

Most climate efforts have rightly so far focused on
reducing fossil fuel use. But we also know that nature
plays a large role in storing and reducing carbon
emissions that cannot be eliminated immediately.
Natural climate solutions have the potential in the short
term to deliver more than a third of greenhouse gas
emissions reductions needed to prevent dangerous
levels of global warming.

We are working with Shell to invest in nature offsets
and deliver on the company's aspiration to reduce its
net carbon footprint. Natural climate solutions are cost-
effective, scalable and available nearly

everywhere. We are unlikely fo see a better carbon
capture and storage opportunity than that which
nature provides.

Mark Tercek
CEO, The Nature Conservancy
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Today’s energy needs
The world gels most of ils energy from coal, il and gas, with around a fifth of all energy used to generate eleciricity. Energy sources differ across
indusiry, fransport and domeslic use, which all need to transition to low-carbon options.

Current global energy demand Electricity generation Domestic and commercial - 30%
4% 2%
38%
23%
Transport - 28% Industry - 42%

3% 1%

27%

6%

oil B Coal B Natural gas B Liquid fuels W Biomass Nuclear B Renewables Electricity Heat
(including biofuels) (including hydro)

Source: Infernational Energy Agency, Key world energy siatistics 2017 and World Energy Balances 2017

Over the next few decades, we plon 1o show leadership in the oil ond gas indusiry, while responding in mony different
ways to sociely’s need for more and cleaner energy

®

Continued investment Bringing cleaner-burning Managing the greenhouse
in oil and gas to meet natural gas to a wider gas emissions from our
growing demand market own operations

"
-
Building a profitable Promoting carbon Advocating government-
New Energies capture and storage: led carbon-pricing
business and nature-based ™ mechanisms

solutions
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Natural gas - the cleanestburning hydrocarbon -
comprises about half of Shell’s total production and is
at the centre of our strategy to provide more and
cleaner energy.

HIGHLIGHTS IN 2017

m The Shell Petroleum Development Company of
Nigeria Ltd joint venture (Shell interest 30%) started
production at Gbaran-Ubie Phase 2 in the Niger
Delta region.

m In Australia, the Shell-aperated QGC venlure started
up the Charlie project, which comprises around
340 wells, a field compression station and pipelines
and facilities.

Natural gas is a critical component of the world's transition
to a lower-carbon energy system. When used instead of
higher carbon fuels such as coal and diesel, it will help to
meet increasing demand while lowering greenhouse gas
{GHG) emissions and air pollution.

Gas is one of the few energy sources that can be used
across all sectors of the global economy: It is used to
generate electricily, provide heat for essential industrial
processes and homes, as well as fuel for heavy-duty road
transport, shipping and rail. Gas emits between 45%
and 55% lower GHG emissions than coal when used to
generale electricily, according to International Energy
Agency data.

Gas can also act as a partner for intermittent renewable
energy, such as solar and wind, to maintain a steady
supply of electricily, because gasfired plants can start and
stop relatively quickly.

Shell explores for and produces natural gas both onshore
and offshore. Our expertise ranges from finding the fields
and extracting the gas to liquefying it, shipping i,

turning it back into gas and distributing to customers. Shell
is the largest liquefied natural gas (LNG) marketer of all
independent oil and gas companies. We sell ING to
around 70 customers in about 25 countries.

ACTIVITIES IN 2017

TRINIDAD AND TOBAGO

In August 2017, Shell acquired Chevron's subsidiary in
Trinidad and Tobago, including its 50% interest in the
Shelloperated East Coast Marine Area Blocks 6, 5a and
E. This strengthens Shell's position to supply gas lo the
domestic market, as well as internationally through Atlantic
NG, which produces LNG using gas extracted from
fields in and around the country. Atlantic LNG s one of
the largest facilities of its kind in the world, with a
production capacily of 14.8 metric tonnes of ING a year.

NIGERIA

In August 2017, the Shell Petroleum Development
Company of Nigeria Ltd joint venture started production at
Gbaran-Ubie Phase 2 (Shell interest 30%) in the Niger
Delia region. Gas from this project will help to improve
supply to the domestic economy and export market.

ENERGY TRANSITION SHELL SUSTAINABILITY REPORT 2017

m The Prelude floating facility that will produce and
process liquefied natural gas at sea was safely
anchored in Australia after a journey from a
shipyard in South Korea.

The Charlie project started up in 2017 and will ensure QGC can
continue lo supply natural gas and provide jobs in
Queensland, Australia.

AUSTRALIA

As a result of the BG acquisition in 2016, we have a
maijorily interest in the QGC project in Queensland,
Awustralia, which produces natural gas from coal seams
and liquefies it as LNG through iwo processing units,
called ING trains. The Shell-operated project supplies
natural gas to the domestic market and ING to
international customers and can produce up to 8.5 million
tonnes of ING a year. We hold a 50% interest in train
one, a 97.5% interest in train wo and a 100% interest in
the common facilities on the NG plant.

In August 2017, QGC storted up the Charlie project.
This involved drilling around 340 wells, a 240Tj/day
capacily field compression station and associated
pipelines and facilities which feed into existing gas
processing and water infrastructure at Woleebee Creek,
South West Queensland. Construction created about
1,600 jobs and continues to support around 100 jobs.
The Charlie project has a footprint of less than 2,000
hectares within a development area of around 1,230
square kilometres. It ensures QGC can continue to supply
natural gas and provide jobs in Queensland. QGC
supplies around 40% of the gas needs of Queensland and
around 14% of Australia’s east coast demand.
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PRELUDE FLOATING LIQUEFIED NATURAL GAS

In July 2017, the Prelude floating liquefied natural gas
[FLNG) facility (Shell interest 67.5%) arrived safely in
Australia - after leaving a shipyard in South Korea in June
- ready for the commissioning phase of the project. Once
operating, Prelude will extract and process gas at sea.

FING removes the need for pipelines to shore, dredging
and onshore works, significantly limiting the disturbance to
the surrounding environment and in the right conditions,
reducing development costs.

FLNG is a competitive solution for fields like
Prelude, which are very remote and hard to access.

LNG AS A FUEL FOR TRANSPORT

Cleaner vehicles and fuels are needed ta meet
increasing demand for transport with less greenhouse
gas emissions and air pollution. NG, which burns
more cleanly than diesel, is a fuel for heavy-duty road
transport, shipping and roil. In shipping alone, there
are around 200 sea-going vessels powered by ING.
The International Maritime Crganization has made
progress in agreeing to limit sulphur oxide and nitrogen
oxide emissions from all ships. LNG fuel can help ship
operators meet these requirements.

We signed an agreement in April 2017 with
Sovcomflot, a Russian shipping company, to supply
NG to four of its crude oil tankers. The tankers, which
operate in the Baltic Sea and Northern Europe, will be
the first in the world powered by LNG.

In August 2017, we finalised a longterm agreement to
charter an ING bunker barge with the capacity to
carry 3,000 cubic metres of LNG fuel. We also took
delivery of the Cardissa, an NG bunker vessel with a
capacily to hold around 6,500 cubic metres of NG
fuel. Both will deliver fuel from the Gate terminal in
Rotterdam to locations in Europe.

Prelude made its journey to Australia pulled by a team of tugboats.

The Cardissa LING bunker vessel will deliver fuel from the Gate
terminal in Rotterdam to locatians in Europe.

In December 2017, RedStar, a joint venture between
Shell and Shaanxi Yanchang Group Company,
opened an ING retail site in Shaan'Xi, north-west
China. China is the largest market for ING as a fuel,
with more than 200,000 heavy-duly trucks and buses
using it.

Carbon capture
and storage

Shell invests in carbon capture and storage projects,
which use a combination of technologies to capture
and store carbon dioxide deep underground,
preventing its release into the atmosphere.

HIGHLIGHTS IN 2017

m The Quest CCS project in Canada captured and
safely stored more than 1 million tonnes of carbon

dioxide in 2017.

w We entered a partnership to continue to develop
carbon dioxide storage on Norway's continental

shelf.

Carbon capture and storage (CCS) is expected to play a
significant role in the global climate response, according
1o the International Energy Agency (IEA). CCS technology

m The OGC!'s investment arm, OGClI Climate
Investments, made its first investments in carbon
capture utilisation and storage technalogy.

offers the opportunity to capture carbon dioxide (CO2)
from large industrial facilities, such as steel, chemical and
power plants.
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Globally, there are 21 large-scale CCS projects in
operation or under construction, with a combined capacity
to capture around 40 million tonnes of CO2 each year.
CCS will be essential for meeting the goal of limiting
global warming to well below 2°C. According to the IEA,
reaching this goal will require 6,000 million tonnes of
CO2 to be stored by 2050, equivalent to about

100 times the global CCS capacily in place by the end
of 2017.

SHELL AND CCS

We are operating the Quest CCS project (Shell inferest
10%) in Alberta, Canada to capture and store CO?2 from
the Scotford Upgrader, a plant where bitumen is turned
into synthelic crude oil. In less than two years and ahead
of schedule, Quest has captured and safely stored more
than 2 million tonnes of CO2. This represents around a
third of the upgrader's direct GHG emissions. We
developed a rigorous monitoring programme for Quest,
agreed by the government and verified by a third party, to
ensure the CO?2 remains safely underground. This includes
continuous pipeline monitoring and early-warning systems,
groundwater sampling and 3D seismic surveying.

Carbon caplure technology developed by Shell Cansoly,
a subsidiary of Shell, is also used at the Boundary Dam
power slation in Saskatchewan, Canada. It is SaskPower's
largest coalfired power station and a significant source of
power for the region. Both sulphur dioxide and CO2 are
caplured from the power slation. We continue to support
SaskPower to improve the application of the technology.

How carbon capture and storage works
See what's involved in the process of capturing and storing carbon dioxide deep underground

E Storage
CO; is injected deep

E] Transport
CO3 is generally pumped

E] Capture
COz caplure separates CO;

Around 2 million tonnes of CO2 have been captured and
stored since the CCS facility started operating in 2014.

At Technology Centre Mongstad, Shell, together with the
Norwegian government and energy companies Statoil
and Total, will carry out further research and development
to reduce the cost of CCS technology. In 2017, we
reaffirmed our commitment to participate in continued
testing at the centre unlil 2020.

In October 2017, Shell entered a partnership to continue
to develop CO?2 storage on the Norwegian continental
shelf. The project is part of the Norwegian govermnment's
efforts to develop fullscale CCS in the country.

Shellis also investing in the Gorgon CO?2 injection project
in Australia, which is operated by Chevron and will be the
world's largest CCS operation when completed. Gorgon
CCS will separate and reinject between 3 to 4 million
tonnes of CO2 each year. Over the life of the project, it is
expected that around 100 million tonnes of CO2 will be
captured and stored.

The Oil and Gas Climate Initiative [OGCI), comprised of
10 major oil and gas companies, including Shell, has
made carbon caplure, ulilisation and storage
technology one of its priorities. In 2017, OGCl's
investment arm Climate Investments made its first
investments in technology to capture CO?2 emissions and
store them salely in the ground. This includes ways to
reinject the CO2 captured from industrial processes, such
as cement production.

E] Measuring, monitoring & verification
Monitoring of storage sites takes place

from gas, before it is emitted,
using a chemical solvent. The
caplured CO; is separated
from the solvent and
compressed into a liquid form
for transport.

through a pipeline, taking the
CO; from the industrial site
where it has been praduced,
to its storage site which may
be onshore or offshore.

underground into the
microscopic spaces in porous
rocks. A layer of impermeable
rock, called a cap rock, lies
directly above the porous
rocks ensuring that the CO;

within the storage reservoir, as well as at
the injection well, where sensors can detect
small changes in pressure or CO3 levels.

In addition, a number of monitoring
technologies can be incorporated within
the geosphere, biosphere and atmosphere

surrounding the slorage site to make sure
the CO; is permanently stored.

remains there permanently.

1“ L__:

CCS contribution
The IEA considers that CCS,

as part ofa porrfolio of

actions, can account for 14%
of totol energy-related CO,
reduclions needed by 2060.
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Lower-carbon
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Shell invests in a range of lowercarbon energies,
including hydrogen for transport, charging for battery
electric vehicles and biofuels. We aim to become an
integrated power player, which includes delivering
more electricity generated by natural gas ~ a cleaner-
burning alternative to coal - and renewable energy.

HIGHLIGHTS IN 2017

® We acquired vehicle charging firm NewMotion and
signed an agreement with charging network
operator IONITY to offer charging points in
10 European countries.

@ We began working with carmakers Honda and
Toyota to install new hydrogen refuelling stations in
northern California.

With more than 2 billion vehicles expected on the road by
2050, compared to around 900 million today, according
1o International Energy Agency, we need to find cleaner,
more energy-efficient transport solutions. Our approach
includes providing cleanerbuming liquefied natural gas
{LNIG) for heavy-duly road vehicles and the

marine industry.

We are one of the world's largest blenders and distributors
of biofuels. Our activities range from developing
advanced biofuels 1o opening hydrogen stations. We are
also starting to provide electric vehicle charging points at
retail stations, homes and workplaces.

In power, we focus on meeting commercial, industrial and
residential customer needs, supported by our activities in
electricity generation, trading and supply. As well as
developments on the supply side, there are also advances
in the way demand is managed: smart meters in homes,
offices and factories allow users 1o time energy use outside
peak times.

We already have an established wind business and are
developing new projects. In solar, we are looking info
potential business models while increasingly using

solar energy af our own sites and operations.

We recognise the importance of storing renewable energy
and are invesfing in innovative ways to deliver this. We
are also developing models to help customers better
manage their energy use. At the same time, we are
looking at commercial opportunities to bring electricily to
remote communilies.

NEW FUELS

Shell invests in a range of low-carbon technologies and
fuels, including hydrogen and charging for battery electric
vehicles including at some of our retail sites. As new
technologies evolve to coexist with traditional transport
fuels over the coming decades, Shell will expand its fuels
fo offer customers greater choice.

EXPANDING CHARGING STATIONS

In 2017, Shell acquired NewMotion, a Netherlands-
based company with one of Europe’s biggest networks of
electric vehicle charging points. It operates around
30,000 private electric charge points in the Netherlands,
France, Germany and the UK. It also provides around
100,000 registered NewMotion charge card users
access to more than 50,000 public charging points in
25 European countries.

Our New Energies business, set up in 2016,
strengthens our approach with its focus on new fuels
and power.

® We blended around 9 billion litres of biofuels in the
pefrol and diesel we sold.

m We worked with AFA, a large association of small
soy farms in Argentina, to help them gain a
certification from the global body Round Table on
Responsible Soy.

® We acquired Texas electricity group MP2 Energy.

Shell also signed an agreement with high-powered
charging nelwork operator IONITY 1o offer charging
points in 10 European countries starting with 80 of its
biggest highway stations, allowing drivers to travel long
distances. IONITY is a joint venture between BMW
Group, Daimler AG, Ford Motor Company and the
Volkswagen Group, which was formed 1o create a
nelwork of 350kilowatt chargers next to major highways
in Europe.

HYDROGEN

In Germany, the government is supporting the
development of a national network of hydrogen electric
fuel stations across the country by 2023 We are working
on this project with our jointventure partners in Ha Mobility
Germany. The partnership comprises French gas supplier
Air liquide, German car manufacturer Daimler, Austrian oil
and gas company OMV, German engineering firm Linde
and French oil and gas company Total. The hydrogen will
be delivered by truck as a gas to retail sites. Under the
terms of the partnership, at least 50% of the hydrogen sold
must be produced without emitting greenhouse gases. At
the end of 2017, Shell already had nine hydrogen filling
stations at its refail sites in Germany.

In 2017, we started work with Honda and Toyota,
supported by the California slate government, to build
seven hydrogen refuelling stations across Northern
California. Shell already has two hydrogen stations in Los
Angeles, California.

In the UK, we are collaborating with ITM Power, a
company specialising in hydrogen fuelcell products, to
make hydrogen fuel available at three Shell refail sites in
the south-east of the country. The first of the UK stations
opened in February 2017. We are assessing the potential
for similar projects in Austria, Belgium, Canada, France,
Luxembourg, the Netherlands, Switzerland and the rest of

the USA.

In January 2017, we helped launch the Hydrogen
Council, a global coalition of chief executives working to
raise the profile of hydrogen's role in the transition to a
low-carbon energy system.
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Shell is building a reliable netwark of premium fast chargers for
electric vehicles along the main roads of the Netherlands.

DIGITAL TECHNOLOGIES

Digital technologies support our activities. For
example, we have developed an app in the UK
called FarePilot that helps taxi drivers quickly
identify high-demand areas to find their next fare
and potentially save them fuel. In the USA, our
Fitcar app will transform a regular car into @
connected car that can provide maintenance alerts
and information on the engine. Through our
innovation arm, Shell Technology Ventures, we
have invested in “firamizoo”, a German startup
whose online technology connecls retailers

with customers.

BIOFUELS

Biofuels are expected o play a valuable role in the
changing energy mix. They can be a costeffective way to
reduce carbon dioxide emissions in the transport sector, as
long as their production is managed in a responsible way

Shell is one of the largest blenders and distributors of
biofuels worldwide. We purchase biofuels to blend into
our fuels in line with country-specific regulations. In
addition to understanding blended biofuel emissions, we
want to ensure that other environmental impacts from their
production are well managed — such as the effect on sail,
air and water - and there is a positive impact on the
livelihoods of local communities.

The start of the Raizen joint venture {Shell interest SO%] in
Brazil in 2011 marked our first move into the large-scale
production of biofuels. We also conlinue to look for
opportunities to invest in the development of

advanced biofuels.

For more details on our approach to biofuels refer
to www.shell.com/biofuels.

KEY DEVELOPMENTS IN BIOFUELS

We continue to support the adoption of international
sustainabilily standards including the Round Table on
Responsible Soy (RTRS), the Roundtable for Sustainable
Palm Oil (RSPO) and Bonsucro, an organisation for the
cerlification of sugar cane. We also support the
Roundtable for Sustainable Biomaterials and the
International Sustainabilily and Carbon Cerlification
(ISCC) for feedstocks.
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Three-quarters of the biofuels we purchase are from North
American or European feedstock producers. Both regions
have good agricultural practices and sustainability rules
relating fo areas such as land-use restrictions and limits for
greenhouse gas emissions.

By 2020, we aim to have 100% of the sugarcane
ethanol and South American soy biodiesel used in Shell
blended biofuels cerlified as sustainable.

100% of the palm oil that we blend is already certified by
RSPO or the ISCC, or covered by offsets from the RSPO

certificate trading system.

Global bio-component purchase [A]

by feedstock
4 3%

%

%

9% 55%
afl Corn [ M Other
kb Molasses g Palm
¢ Oilseed Rape @ Soy
d  Waste i Sugar cane
e Wheat

[A] Does not include purchases by Raizen or Motiva.

In 2017, we concluded a support project with the
Federation of Argentine Farmers [AFA|, to help them
become RTRS cerlified. The federation is comprised of
17,000 small- and medium-sized soy farms in Argentina
and represents around 20% of the country's soy growers.
We worked on the project with Celetra, a large European
animal feed trading company, which has taken a leading
role in sourcing sustainable soy meal for its

European customers.

PRODUCING BIOFUELS WITH RAIZEN

In 2017, our joint venture Raizen (Shell interest 50%)
produced around 2 billion litres of low-carbon ethanol
from Brazilian sugar cane. Around 44% of Raizen's
ethanol and 38% of its sugar production was cerlified as
sustainable to the standards set by Bonsucro.

Raizen's production process is designed to minimise its
environmental impact. By the end of 2017, 20 of Raizen's
24 sugar-cane mills were cerlified to the

Bonsucro standard.

Raizen purchases around half of the sugar cane it uses as
a raw material from independent suppliers. Since 2014,
the company has worked with two non-governmental
organisations, Imaflora and Solidaridad, on a programme
to help its suppliers become more sustainable producers.
The suppliers complete a confidential assessment against a
list of sustainabilily criteria which enables Solidaridad to
prepare individual improvement guides. The programme
currently covers 99% of third-parly sugar cane, meaning
that 2,130 suppliers have completed the assessments and
are working on improvements. In 2017, Raizen issued a
good practices manual to help suppliers move through

the programme.
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In 2015, Raizen launched the ReduSa programme aimed
at reducing water consumption and waste generation
when growing sugar cane. This was achieved by
decreasing overall water use per tonne of ground cane
and reducing water consumption in the industrial
processes by recycling the water used. In two years, water
usage was reduced by 8 billion litres, equivalent to the
annual consumption of a city of 135,000 people

in Brazil.

For more details on Raizen, see the company’s
sustainability report.

Raizen, our joint venture in Brozil, uses the latest technology to
produce ethanol from sugar cane, with an annual production
capacily of more than 2 billion litres.

DEVELOPING ADVANCED BIOFUELS

We continue o invest in the research and development of
new ways o produce biofuels from sustainable feedstocks
such as waste and cellulosic biomass from non-

food plants.

Raizen started operating its first cellulosic ethanol plant in
2015 atits Costa Pinto mill in Brazil. Production in 2017
was 10 million litres. Over time, the mill is expected to
produce around 40 million litres a year of advanced
biofuels from sugarcane residues.

In 2017, we completed construction of a plant at Shell
Technology Centre Bangalore, India, which demonstrates
a technology called IH2 that turns waste info transport
fuel. The plant can process around five tonnes a day of
non-food biomass, such as wood, algae, municipal waste
and aquatic plants. The plant is the final stage of the R&D
process before possible scaling up and commercialisation.

We continue to look for opportunities to invest in third-
party technologies and to collaborate in developing them
for commercialisation.

POWER

Power is the fastest-growing segment of the energy system.

Today, electricity provides around 20% of global final
energy consumption and we expect that figure could grow

to as much as 50% by 2060.

To help meet this demand, Shell aims to become an
integrated power player and grow, over time, a material
new business. To achieve this, we will continue to expand
our power generation and trading capability and expand
our marketing efforts to even more customers

We are also working to deliver more elecrricity generated
by natural gas and renewable energy, from developing
wind and solar projects, to selling electricity generated by
renewable sources.

SELLING AND TRADING POWER

We are expanding our business in markeling and selling
electricity, including power from renewable sources, in the
Americas and Europe. In 2017, our North American gas
and power marketing and trading business managed
more than 10,500 megawatts (MW} of power
generation, with over one-hird of that electricity produced
by renewables.

In 2017, we acquired Texas electricity group MP2
Energy, which supplies commercial and industrial
customers with energy, including wind and solar power.
The acquisition gives us direct access fo the large
commercial and industrial electricity markets in Texas and
the eastern USA.

We have started 1o buy more power from renewable
producers. In 2017, we signed agreements to buy more
than 200 MW of capacity from wind farms and solar
parks in ltaly, the Netherlands, the UK and Spain.

We made our first move into supplying electricity directly
to homes in February 2018, with the acquisition of First
Utility, which provides energy to around 825,000 homes
in the UK.

We are exploring potential business models for solar
power, including developing power plants.

We are supporting the development of voluntary
procurement of power from solar energy. This includes our
investment in the Singapore-based Sunseap Group, which
has around 160 MW capacily of distiibuted solar
conlracts, an electricity retailer licence in Singapore and
large-scale solar projects.

WIND AND SOLAR POWER GENERATION

Shell has more than 15 years' experience in wind power
and continues to explore the possibilities of wind-related
technologies, including the combination of wind and gas
to manage intermittency.

In the USA, Shell WindEnergy has joint ventures {Shell
interest 50%) with a Shell share capacity of about 370
MW from 553 wind turbines, as well as one venture in
the Netherlands (Shell interest 50%) with a Shell share
capacity of 50 MW from 36 wind turbines.

In the Netherlands, we have an interest in the consortium
that was awarded the concession by the Dutch
government in December 2016 to develop the Borssele il
and IV offshore wind form projects, which are to be
located 20 kilometres off the Dutch coast. These two wind
farms are designed to have a total maximum capacily of
680 MW, enough to power around 825,000
households. In January 2018, Parners Group signed an
agreement to join the projects, diluting our interest in the
consortium from 40% to 20%. The final investment
decision is yet fo be taken on this project.

In 2018, we signed an agreement lo acquire a minority
interest {43.83%) in Silicon Ranch Corporation, a US
developer, owner and operator of around 900 MW
capacity of operational or contracted solar projects.
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Our share of capacity from wind power projects is more than
400 megawalls.

ENERGY ACCESS

We also plan to grow the part of our business that
provides energy o those who have insufficient access to it
today. This will typically involve renewable power
combined with storage and other sources of energy.

in this area, Shell has invested in the following companies:

® SolarNow, a Dutch company that provides rooftop solar
energy modules to off-grid households and
entrepreneurs in East Africa. SolarNow has 47
branches in Uganda and five in Kenya.

m SteamaCo, a UK-based company that sells off-grid
smart metering technology to companies developing
mini-grids in Africa, Asia and Lafin America.

Energy-efficient
products

26

Gains in energy efficiency are some of the quickest and
least costly ways of addressing environmental
challenges across a range of sectors.

Energy efficiency can deliver up to 38% of what is
needed lo keep global warming below two degrees
Celcius {2°C) by 2050, according to the International
Energy Agency.

Engines and machines consume huge amounts of energy
to overcome friction. In a lypical car, friction alone
accounts for around 20% of the fuel burned.

Shell's advanced technology and customer knowledge has
helped us develop a range of lubricants and other
products to help customers save energy and reduce
emissions (see www.shell.com).

FUEL-SAVING LUBRICANTS

Working with the Netherlands-based haulage firm Van der
Lee, we have helped to increase the fuel efficiency of its
vehicles over the last three years.

Tests on part of the company’s fleet found that using one of
our longerasting advanced heavy-duty lubricants, Shell
Rimula, they could lower fuel consumption by an average
of 2.1%. For a Iypical Van der Lee Volvo truck with a
13itre engine travelling around 100,000 kilometres each
year, this translates into around 600 fewer litres of

fuel burned.

Across the company’s 160 Volvo trucks, this could mean a
reduction in CO?2 emissions of around 250 metric tonnes.
Van der Lee has now upgraded all its Volvo fleet to use
Shell Rimula.

KEEPING CHINA’S GAS BUSES ON THE
ROAD

Shell Rimula helped improve the efficiency of a large fleet
of public buses in Qingdao Cily, in eastern China, by
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extending the interval between maintenance stops. In a
bid to tackle emissions, the city fuelled around 40% of its
buses with cleanerburning liquefied natural gas. The
buses covered up to 1,000 kilometres per week

and required an oil change every 14,000 kilometres, or
around every three months.

By swilching to Shell's engine oil, the company running
public transport in the city more than doubled the amount
of time its fleet could stay on the road belween oil
changes and made significant savings from the reduced
amount of oil used.

LOWER ENERGY SOLUTION FOR
PACKAGING FIRM

The German packaging company AGI Freden reduced
the energy consumption of ils injection moulding machine
by 4% by switching to our specialised lubricant hydraulic
fluid, Shell Tellus. This lubricant, designed to last longer,
will also help the company save on hydraulic fluid
consumption and maintenance costs.

Shell helped the Netherlandsbased haulage firm Van der Lee lo
further increase the fuel efficiency of its vehicles.
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Shell continues fo invest in research and development o
improve the efficiency of our products, processes and
operations, and to commercialise new technologies for
the transition to a low-carbon energy future.

HIGHLIGHTS IN 2017

m We invested $922 million in research and
development.

m In the USA, we agreed to support the Energy
Biosciences Instilute's research into using
biochemical processes to store or deliver energy.

We develop and deploy technology fo increase the value
or reduce the cost of our projects or otherwise enhance
the performance and profitability of our own and our
customers’ businesses.

We operate a global network of technology centres, with
maijor hubs in Houston, USA; Amsterdam, the
Netherlands; and Bangalore, India. Thousands of
employees across the network work on research and
development [R&D) projects including turning natural gas
into more efficient and cleaner fuels, unlocking oil from
rock layers thousands of metres below the sea surface,
and reducing Shell’s net carbon footprint.

R&D projects often involve collaborations with public or
private entilies, including universities, government
laboratories, technology startups and incubators.

We invested $922 million in R&D in 2017
compared with $1,014 million in 2016.

In 2017, we completed construction of our Shell Technology Centre
Bangalore, India.

B We signed an agreement with Brazil's industry
association SENAI to collabarate on technology
innovations in the oil and gas sector.

®m We extended our support for the largest clean-ech
incubator in the USA, Greentown labs, where start-
ups build their prototypes.

The majorily of our research focuses on the near term, to
help our exisfing businesses fo reduce capital and
operating costs, and to enhance customer products and
services. This research also focuses on ways 1o lower
energy consumption. For the long term, we aim to quickly
acquire deeper insights into the science and engineering
that underpins new energy technologies that can help
create a lowercarbon future.

SHELL GAMECHANGER

Shell GameChanger works with startups and businesses
on unproven earlyslage ideas with the potential to impact
the future of energy. We provide companies with support,
experfise and seed funding, while they maintain
independence to make their own decisions.

SHELL TECHNOLOGY VENTURES

This is our corporate venturing arm. It invests in companies
that are developing promising technologies that
complement Shell’s businesses — mainly in cil and gas,
new energies and information technology.

SHELL TECHWORKS

Based in Massachusetts, USA, Shell TechWorks
accelerates the adoption of proven technologies from
other industries and applies them to the oil and gas sector.
Founded in 2013, the programme has collaborated with
companies, universities, research inslitutes and startups lo
help develop and deploy technology quickly and cost-
effectively.

For more delails on how we innovate through R&D, see
www.shell.com
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VWe work to reduce our environmental
impact and manage our operations

safely and responsibly. Safeguarding
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and respecting people — our
employees, confractors and

neighbours — is fundamental fo how

we do business.
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Qur activities in
Nigeria

Shell companies in Nigeria have continued to contribute
to economic development in Nigeria with safety and
securily as our top priorities.

Shell has interests in several companies in Nigeria which
are major contributors to the economy. They produce oil
and natural gas, distribute gas to industries in the country,
produce liquefied natural gas (NG} for export, generate
revenues for the government and provide social investment.
Shell companies in Nigeria are also working with federal
and state government agencies, communities and civil
sociely groups, such as non-governmental organisations,

to try to create a safe operating environment.

In 2017, an agreement between The Shell Petroleum
Development Company of Nigeria Lid {SPDC, the
operator of the SPDC Joint Venture (SPDC interest 30%),
and its government partner, the Nigerian National
Petroleum Corporation, came into effect. This agreement
provides an improved structure to finance future oil and
gas projects and commercidlise the country's large gas
resources. Improved funding will enable the SPDC Joint
Venlure o explore more opportunities particularly in
shallow water offshore and to increase onshore gas supply
to the domestic market.

SAFETY OF STAFF AND CONTRACTORS

The safety of staff and contractors in Nigeria remains our
top priorily. We continue to strengthen our safely culture
around Shell companies in Nigeria with our Goal Zero
ambition of no harm and no leaks including partly

through a programme to connect senior leaders with
contractor CEOs o promote best safety working practices.
We also continued to run campaigns for employees and
contractors in our production operations to help them better
understand Shell companies in Nigeria’s work culture,
reflect on their leadership and suggest improvements to
maintain a safe workplace.

SECURITY IN THE NIGER DELTA

We continued to address safety and

environmental challenges related to both operational spills
and illegal activities, such as oil theft in parts of the Niger
Delta. Although there has been no damage to key oil and
gas infrastructure caused by militant activily since
November 2016, the securily siluation remains volatile in
this region of the country.

Shell companies in Nigeria continue to work closely with
federal and state government agencies, communities and
civil sociely to ensure that operations are carried out in a
safe environment.

LOCAL CONTENT INITIATIVES

To enable Nigerian ownership of key equipment such as
rigs, helicopters and marine vessels, Shell companies in
Nigeria continue to support the development of

local people and companies. For example, over the past
seven years, Shell Nigeria Exploration and Production
Company Limited (SNEPCo) has provided support to
improve training and safely standards at Caverton
Helicopters, one of the biggest aviation logistics providers
in sub-Saharan Africa.
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SNEPCo has provided support lo improve fraining and safety
standords at Caverton Helicopters.

Current and former Shell employees transfer their technical
and project management skills to all sectors of the Nigeria
oil and gas industry. Several of the growing indigenous il
and gas producing companies are run by former staff of
Shell companies in Nigeria. In September 2017, the
annual Global Nigerian Forum in Aberdeen, the UK,
sponsored for the fourth year by SNEPCo, provided a
platform for Nigerian professionals in the UK to connect
with Nigerian companies about participating in offshore
exploration activities in their home country.

SOCIAL INVESTMENT PROGRAMMES

Shell companies in Nigeria work with all iers of
government, communities and civil society to fund and
implement social investment programmes. Some of these
investments are mandated by federal legislation, such as
requiring all oil companies in Nigeria to contribute funds
from their annual budgets to the Niger Delta
Development Commission.

At state government and local community levels, Shell
companies in Nigeria focus their social investment
activities on areas such as enterprise development,
education, health and access to energy. Since launching
in the 1950s, the Shell companies in Nigeria scholarship
scheme has supported thousands of students to study both
in Nigeria and abroad. Several leading figures in Nigeria
today were part of the scheme in the 1960s and 1970s.

In 2017, SPDC Joint Venture (V) and SNEPCo continued
fo invest in the Cradleto-Career scholarship programme,
which pays for less privileged children from rural
communities to attend some of the country’s top secondary
schools. Since 2010, 480 students have received Cradle-
toCareer scholarships from the SPDC JV and 268 from
SNEPCo. Read about one student in Rivers State who
received the SPDC JV scholarship.

The SPDC JV also supports community-driven development
programmes in the Niger Delta. Since 20006, the
programmes have been delivered through the global
memorandum of understanding {GMoUj). This agreement
brings together communities, government representatives,
SPDC and non-governmental organisations and provides
secure five-year funding for community projects of their
choice. For more details on how one GMoU scholarship
benefited students and communities,

see wwwi shell.com.ng.

Dikiburi Diri founded an education training academy in Nigeria affer
receiving a scholarship lo the USA under on SPDC joint venture
GMoU initialive.

We work with our partners to explore opportunities fo
increase access to affordable, reliable and sustainable
energy sources for offgrid low-income households, small-
to medium-sized businesses and communities in

Nigeria, particularly in the Niger Delta.

We have funded All On, an independent Nigerian
investment company, which in 2017 approved
investments that included solar home system provider
Lumos and the country's leading electricity mini-grid
company Green Village Electricity. All On provided a
grant to Co Creation Hub, Nigeria's leading tech
innovation hub, to seed and incubate up to 10 new
companies working to improve access 1o energy. It also
signed a threeyear parinership with the US Africa
Development Foundation to match their grant funding with
deb financing for up to 30 Nigerian offgrid

energy providers.

External voice: "Our work helped
contain a cholera outbreak”

In 2017, our partnership with SNEPCo provided
around 50,000 internally displaced people in the
Dikwa area of northeast Nigeria with humanitarian aid
in the form of health, water, sanitation, hygiene and
nutrition services. The integrated nature of services
provided was one of the contributing factors to
containing the cholera outbreak in Dikwa.

Satish Raj Pandey
Acting Country Director, Family Health International
(FHI 360}, Abuja, Nigeria

SHELL SUSTAINABILITY REPORT 2017 MANAGING OPERATIONS 29



Preliminary Public Copy

SOCIAL AND ECONOMIC CONTRIBUTION

m $23 billion: economic contribution from the SPDC JV
partners to the Nigerian government from

2013-2017.

m $1.1 billion: Shell share of royalties and corporate
taxes paid to the Nigerian government in 2017

{SPDC $0.4 billion; SNEPCo $0.7 billion).

m 94%: Shell companies in Nigeria contracts
awarded to Nigerian companies in 2017.

m $0.76 billion: Shell companies in Nigeria spend on
contracts awarded to Nigerian companies in 2017.

m 95%: employees of Shell companies in Nigeria are
Nigerian citizens in 2017.

m $109.9 million: SPDC JV and SNEPCo contribution
to Niger Delta Development Commission in 2017
{Shell share $40.2 million).

NIGERIAN LITIGATION

The authorities in various countries are investigating
allegations of bribery and corruption over Shell’s
investment in Nigerian oil block OPL 245 and the
associated 2011 setlement of litigation. In Italy, Shell
and four former Shell employees were remanded to
trial commencing in May 2018. We are disappointed
by this decision but we believe the trial judges will
conclude that there is no case against Shell or its
former employees.

SPILL RESPONSE AND PREVENTION

When a leak is identified on SPDC JV or SNEPCo assets,
production is suspended and efforts are made to contain
any spilled oil as part of our emergency spill

response. We carry out this response in compliance with
government regulations and in line with other standards at
Shelloperated ventures globally. A joint investigation visit
team comprising representatives of SPDC, regulators,
government securily agencies, state government and
communities, is dispatched lo spill sites to establish the
cause, volume of oil spilled and what further action

is required.

The vast majorily of oil spills in the Niger Delta continue to
be caused by crude oil theft or sabolage of pipelines, as
well as illegal oil refining. In 2017, close lo 90% of the
number of oil spills from SPDC JV facilities was due to
illegal activities. Regrettably, spills also occur due to
operational reasons.

Regardless of the cause, SPDC cleans up and remediales
areas impacted by spills that come from its facilities. In the
case of operational spills, SPDC also pays compensation
to people and communities impacted by the spill. Once
the clean-up and remediation are completed, the work is
inspected, and, if satisfactory, approved and certified by
Nigerian government regulators.

SPDC works with government agencies, non-governmental
organisations and communities to prevent and minimise
spills from illegal activity. In 2017, we continued air and
ground surveillance as well as installing antitheft
mechanisms on equipment and pipelines to mitigate
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m $60.2 million SPDC JV, SNEPCo and Shell Nigeria
Gas direct spending on social investment projects in

2017 (Shell share $19.2 million).
m $228 million disbursed by the SPDC JV to GMoU

clusters for financing of development projects and
programmes since 2007.

m 6,780 Niger Delta youth rained in enterprise
development and management and 3,493
provided with business start-up grants since 2003.

m 8,192 (secondary) and 5,034 (universily) SPOC JV
and SNEPCo educational grants awarded since

2011.

Shell attaches the greatest importance to business
integrily. It is one of our core values and is a central
tenet of the Business Principles that govern the way we
do business. Shell has clear rules on antibribery and
corruption and these are included in our Code of
Conduct for all staff. There is no place for bribery or
corruption in our company.

third-parly interference and ensure that spills are detected
and responded fo as quickly as possible. There were daily
flights over the pipeline network to identify any new spill
incidents or illegal activities.

Since 2012, SPDC has worked with the International
Union for Conservation of Nature lo enhance remediation
techniques and protect biodiversily at sites affected by oil
spills in SPDC’s areas of operation in the Niger Delta. In
2017, SPDC launched new initiatives, such as a Niger
Delta biodiversily strategy and a toolkit which provides
guidance on restoring mangroves that will help to
strengthen its remediation and rehabilitation efforts.

CLEAN-UP EFFORTS IN OGONILAND

SPDC is working with the relevant stakeholders to
implement the 2011 UN Environmental Programme
{UNEP) report on Ogoniland. Over the last six years,
SPDC has taken action on all the UNEP recommendations
addressed specifically lo it as operator of the joint venture
and has completed the majorily of these recommendations.

The UNEP report recommended the creation of an Ogoni
Restoration Fund with $1 billion capital, lo be co-funded
by the Nigerian government, the SPDC JV and other
operators in the area. SPDC is supporting and contributing
its share to the fund and on behalf of the SPDC )V made
$10 million available in 2017 1o help set up the
Hydrocarbon Pollution and Remediation Project (HYPREP),
a governmentled body lo clean up contaminated sites.
The body agreed to $33 million in funding for areas such
as emergency water supply, scoping of contaminated sites
and alternative livelihood programmes.



Preliminary Public Copy

Throughout 2017, SPDC representatives continued fo
actively support the clean-up process within the
governance framework established in August 2016 by the
Nigerian government. Some stakeholders have expressed
concern about the pace of reaching decisions and taking
action on the cleanup process. The Nigerian government
and HYPREP strongly advocate setting up a transparent
governance structure before starting actual clean-up.

CLEAN-UP AND REMEDIATION OF BODO

In 2015, SPDC - on behalf of the SPDC JV - and the
Bodo community signed @ memorandum of understanding
granting SPDC access to begin the cleanup of areas
affected by two operational spills in 2008. As part of this,
two contractors were selected o conduct the cleanup and

be overseen by an independent project director. The clean-

up project suffered a delay in 2016 and most of 2017
due fo difficulties accessing the sites.

After significant engagement with the communities and
other stakeholders, managed by the Bodo Mediation
Initiative, the clean-up and remediation activities at Bodo
started in September 2017 The cleanup will consist of
four phases: clean-up of free-phase surface oil;
remediation of soil; restoration of mangroves; and
monitoring. Should activities continue uninterrupted, the
process is expecled fo take around three years. However,
for it to be successful, the repeated re-contamination of
remediated sites due to crude oil theft and illegal refining
must end.

SPILLS AND RESPONSE DATA

Crude oil theft from SPDC V's pipeline network
amounted to around 9,000 barrels of cil a day (b/
d)in 2017, an increase from around 6,000 b/d
in the previous year. The increase in 2017 can in
part be explained by the militantinduced shutdown
of the Forcados export terminal in 2016, which
reduced opportunities for third-parly interference.
This demonstrates that continued air and ground
surveillance as well as the action by the government
securily forces remain necessary to prevent crude il
theft. Since 2012, SPDC has removed more than
950 illegal theft points.

The number of operational spills from Shell
companies in Nigeria increased from eight in
2016 to nine in 2017. However, the volume of ail
spilled in operational incidents decreased to 0.1
thousand tonnes compared to 0.3 thousand tonnes

in 2016.

The number of sabotage-related spills in 2017
increased to 62 from 48 in 2016. Theft and
sabotage caused close to 90% of the number of

spills of more than 100 kilograms from SPDC JV
pipelines, with the balance being operational spills.

In 2017, 92 sites were remediated and certified
{out of 251 identified for this work), with 32 in
Ogoniland. During 2017, 84 new sites requiring
remediation were identified, of which eight are in
Ogoniland. In total, there are 243 oil spill sites that
require remediation.

External voice: "We simply cannot
blame one party for all the woes in the
Niger Delta"

In the past four and half years, initially as co-chairman,
and now as chairman, | can confirm that it's been an
intense, prolonged and sometimes quite complex and
frustrating process. I'm glad to say thatdespite all the
challenges, we've been able to collectively start the
clean-up of the polluted sites in Bodo community. We
couldn’t have done this without the sustained
commitment and tenacity displayed by both SPDC and
the Bodo community.

The Bodo mediation process is a delicate process
based on trust and confidentiality. As an activist and a
constructive critic of some of the practices by the
international oil companies in the Niger Delta, I've
come to realise that responsibilities are shared and we
simply cannot blame one party for all the woes in the
Niger Delta. Therefore, it would take the collective
efforts of the federal, state and local governments,
IOCs, civil society and the communities to resolve some
of these intricate challenges. What we have achieved
so far in the Bodo clean-up exercise is proof that it is
possible to do so.

The main priority of the Bodo Mediation Initiative is to
ensure that as we move smoothly from phase one to
phase two of the clean-up, all parties, in particular the
Bodo community and SPDC remain committed fo the
Initiative's process and clean-up of the

Bodo community.

Inemo Samiama
Chairman of the Bodo Mediation Initiative, Bodo,
Nigeria
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Divestments
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Shell made significant progress towards the completion
of our three-year $30 billion divestment programme,
which is an important part of our strategy to

reshape into a world-class investment and to strengthen
our financial framework.

HIGHLIGHTS IN 2017

m We completed divestments worth

around $22.3 billion over the period 2016:2017.

m We sold our stake in Australian energy company
Woodside Petroleum.

m We sold the majority of our oil sands interests in
Canada.

We made good progress on our 20162018 $30 billion
divestment programme by the end of 2017, with deals
worth $22.3 billion completed.

We sold non-operated shareholdings in assets as well as
entire businesses. In each transaction, Shell carried out
extensive due diligence to ensure that the buyer had the
capabilities to uphold, or even improve, delivery with
respect fo safely, securily, the environment and
responsibilities to neighbouring communities.

DIVESTING CANADIAN OIL SANDS

In March 2017, we announced the sale of the majority
of our oil sands assets to Canadian Natural Resources
Limited (Canadian Natural} and reduced its share in the
Athabasca Oil Sands Project {AOSP) from 60% to 10%.
Canadian Natural became the operator of the AOSP
upstream mining assets from June 1, 2017.

We continue to operate the Scotford complex, which
includes a bitumen upgrader and the Quest carbon
caplure and storage project {Shell interest 10%) located
next to the refinery and chemical plants.

To ensure a successful transition, we developed an
employee engagement plan in line with our Code of
Conduct and antitrust requirements to address questions
from the 3,000 staff moving to Canadian Natural. We
worked with local communily and business leaders,
including indigenous communities, to respond to questions
and concerns. We assumed the financial obligation for
agreed communities and encouraged submissions for
social investments up to the divestment date. We
formalised the handover and assignment of any
established future obligations. Once all regulatory
approvals were in place and full operational readiness
and conditions were met for a safe transition, we
transferred assets and operatorship to Canadian Natural.
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m We completed the sale of a number of UK North
Seo assels and our onshore upstream operations in
Gabon, and announced the divestment
of our upstream business in Ireland.

Throughout the divestment process, we ensured our
customers and suppliers were updated on the transaction
to manage expectations and ensure there were no
service disruptions.

SELLING GABON ONSHORE INTERESTS

In March 2017, we announced that after SO years of
activities we would divest all our onshore oil and gas
operations and related infrastructure in Gabon. We sold
our onshore operated and non-operated interests in the
country to Assala Energy Holdings, a new energy
company funded by US investment firm The

Carlyle Group.

From early in the sales process, we communicated the
sensitivity of the ecologically diverse habitat to all potential
buyers. During the due diligence process, we contracted
an independent social and environmental consullancy to
provide insight into the impact of operations in and
around the onshore facilities. The Carlyle Group also hired
a separate independent consultancy to provide insights
and to verify the findings of the original due

diligence work.

We engaged a cross section of communily, government
and non-governmental organisations to explain the
divestment and introduce the new owners to the
communities likely to be affected. The sale to Assala
Energy was agreed with the intention that operations
would continue.

We expect Assala Energy to make managing the impact
of its operations on biodiversity and communities as high a
priorily as we did. To date, Assala Energy hos confirmed it
will continue the Gabon biodiversily programme which we
had worked on previously with our research partner the
Smithsonian Conservation Biology Institute.
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Safe and responsible decommissioning is a priority for
Shell. This includes restoring the surroundings of
platforms and facilities in line with relevant legislation,
while taking our own environmental standards

into account.

HIGHLIGHTS IN 2017

m In the UK, the single lift of the Brent Delta platform
marked the world’s heaviest offshore lift, by the
world's largest construction vessel.

® We submitted decommissioning plans for the Tapti
field to Indian authorities.

Decommissioning is part of the normal life cycle of every
oil and gas structure when a facility reaches the end of its
life. A growing number of oil and gas platforms and
facilities are ageing so decommissioning will increase
over the next few decades. Every decommissioning is
different and needs to be tailored to the facility design, the
local context and the local legislative requirements. Some
of our more complex decommissioning projects take

place offshore.

In 2017, we started preparing to decommission the Tapti
field, a former BG project in India. We jointly operate the
project {Shell interest 30%) with the Indian National Oil
Company, Oil and Natural Gas Corporation and
Reliance Industries Limited. Production stopped in March
2016 and work is under way 1o plug 38 wells and close
down five platforms and four pipelines. In India more
broadly, we contribute to governmentled work on the
development of regulations and guidelines for
decommissioning projects.

In the Gulf of Mexico, we decommissioned the Cougar
plafform, which has produced more than 31 million
barrels of oil over the last two decades. In 2017, we
used a speciallydesigned vessel to lift the top part of the

m We decommissioned the Cougar platform in the
USA and donated parts of the structure fo an
artificial reef programme.

platform and deck, then place it on a barge to be
transported to shore for cleaning and recycling or
disposal. The same vessel was used lo move the platform's
105 metretall and 3,00040nne support structure

across about 80 kilometres of open waler fo its resting
place as an artificial reef. We donated the siructure o the
Louisiana artificial reef programme and made a
$619,000 contribution to help maintain and monitor the
reef. It will provide a habitat for a variety of marine life,
including red snapper and amberjack fish.

The Brent Della plafform was tansported to the Able UK Seaton Port
yard in Harllepool, UK, where at least 97% of the material wil
be recycled.

BRENT DELTA PLATFORM TOPSIDE SINGLE LIFT

Our largest decommissioning project fo date is the
Brent oil and gas field, which lies in the North Sea
between the UK and Norway. Preparation for
decommissioning the four Brent platforms - Alpha,
Bravo, Charlie and Della - started more than a
decade ago.

We based our decommissioning recommendation on
options from about 300 scientific and technical
studies. This work included consultation

with around 180 interested parties and an
independent review to validate the science

and engineering.

In 2015, the UK regulator approved the Brent Delia
decommissioning programme to remove the topside of
the platform in a single lift. The removal was carried
out in April 2017 by Pioneering Spirit, the world's

The Brent Delta platform weighs the same as 2,000 London
buses and is as high as he london Eye.

largest single lift construction vessel, making it the
heaviest lift of its kind offshore. The 24,200 tonne lift
marked the culmination of about five years of study
and engineering work.
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Working for
solutions in
Groningen
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The Nederlandse Aardolie Maatschappij B.V. joint
venture operates the Groningen gas field in the
Netherlands. Regrettably, production from the
Groningen field has caused earthquakes. Some of
these earthquakes have damaged homes and
buildings, and caused worry for the people

of Groningen.

Since 1963, the Nederlandse Aardolie Maatschappij
B.V. (NAM\) joint venture (Shell interest S0%) in partnership
with the Dutch government, has operated the Groningen
gas field, one of the world's largest onshore gas fields.

The Dutch Ministry of Economic Affairs has limited gas
production in Groningen significantly since 2014 in
response to earthquakes caused by extraction. Various
other measures have been taken to reduce the social
impacts, including improving the way damage claims are
handled as part of the programme to repair and
strengthen houses and local primary schools and
launching socic-economic development programmes.
Production limits are set in areas where earthquakes cause
the greatest damage and highest social impacts.

DIFFERENT ROLE FOR NAM

In 2017, NAM's role in handling damage claims and the
building strengthening programme was handed over to the
National Coordinator Groningen. This was an important
step to improve credibility and restore trust in the region.
NAM remains liable for any damage or loss directly
caused by these induced earthquakes. NAM continues to
work to rebuild relationships with the people of
Groningen, for instance through open and honest face-to-
face conversations.

IMPROVING PERSPECTIVE

Since 2014, NAM has taken steps to help improve the
situation in Groningen, including investing in the NAM
Livability and Sustainability programme and on a personal
level through conversations with members of the
community. With this programme, NAM supports local
initiatives, often cofinanced by other parties and the local
communilies, in order to build relationships in areas where
NAM has had a longterm presence. This is important as
scientific research shows that social cohesion positively
contributes to the community's resiliance and its ability to
deal with the impact of earthquakes.

The programme has provided financial support for
around 200 local initiatives fo strengthen structures
affected by earthquakes. This includes providing support
for houses and improving the running costs of sports
facilities by installing solar panels.

Shales

34

Shales - also known as tight gas and oil - continue to
play an important role in meeting global energy
demand. Shell uses advanced, proven technologies,
including hydraulic fracturing, and follow our operating
principles to unlock these resources safely

and responsibly.

HIGHLIGHTS IN 2017

m In Canada, around a third of our water demand in
the Fox Creek facility was met by reusing produced
water and waste water.

Shell expects shales to become a significant growth
priorily for the company beyond 2020. We are involved
in seven shale projects in North America. In Canada, we
are active in the Duvernay and Wet Montney oil plays in
Alberta along with the Montney gas play in British
Columbia. In the US, we are active in the Marcellus and
Utica gas plays in Appalachia, the Delaware Basin
portion of the Permian play and a non-operated position in
the Haynesville gas play. Outside of North America, we
are also active in the Vaca Muerta shale play

in Argentina.

Shell upholds five global principles, the Onshore
Operating Principles, which govern the onshore shale
aclivities where we operate and where hydraulic
fracturing is used. The principles cover safely, air qualily,
water profection and usage, footprint and engagement
with local communities. We review the principles annually
and update them as new technologies, challenges and
regulatory requirements emerge. We actively engage with
communities, industry participants and other groups to
bring about improvements in the sector.
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m We recycled produced water at a development in
the Permian asset in the USA to significantly reduce
groundwater consumption in hydraulic fracturing.

m Our new Waterton radio tower construction project
contributed to local conservation efforts in Canada.

In our operations, we conlinue lo take action to address
air qualily and control fugitive emissions, reducing the
potential for our impact on the environment. We
implement voluntary methane leak detection and repair
programmes across all our shale sites, by primarily

using oplical gas imaging cameras. We are also looking
at next generation detection technologies.

IMPROVING WATER USE IN CANADA

We have worked for several years lo improve water
management at our facilities in Canada, first in
Groundbirch, British Columbia, and then in Fox Creek,
Alberta. In August 2017, the Canadian Association of
Petroleum Producers recognised Shell’s efforts as an
example of industry best practice for water management.

We have taken steps to reduce our overall fresh water
footprint and minimise the impact to other water users

from our oil and natural gas operations. We have also
been looking at ways to reduce overall water demand
through completion design and reusing water. Previously,
we agreed with the municipality to use Fox Creek’s treated
waste water for hydraulic fracturing and in return we
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helped upgrade the town’s reclaimed water facilities. In
2017, around a third of Shell's water demand in the Fox

Creek asset was met by produced water and waste water.

We have been pursuing similar initiatives in Groundbirch
where we worked with the nearby city of Dawson Creek
to build a reclaimed water facility o treat and recycle the
city'’s waste water for local industries and the community.

Read more about water recyling at our Permian project in
Texas.

ADDRESSING ENVIRONMENTAL
SENSITIVITIES

When implementing projects, we try to find solutions
which minimise impacts on the environment. In 2017, our
Waterton Complex in Alberta, Canada, needed to
replace a support cable for its communications system.
However, the mountainous ferrain meant installing a new
radio system was the only feasible option. As a result, we
had to build two radio towers, including one on a ridge
near Waterton Lakes National Park, which involved
addressing several environmental sensitivities.

To minimise the environmental impact, we placed the
radio tower on the ridge during frozen ground conditions,

using frack equipmeni and solar panels. We also installed
a watering system for livestock, which protects the habitat
in nearby Yarrow Creek, and a new water well with an
above ground pipe drilled. We consulted with the local
community and landowners throughout the project to
ensure it was executed in a way that preserves the local
environment and contributes to local conservation efforts.

The communications system works well and was built in
collaboration with local landowners and communities.

In Canada, we installed two radio towers at our Waterton shales
project, which involved addresing several environmental sensitivities.
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Our contribution to
society

QOur contribution to society includes
providing people with access fo
energy products. The company also
contributes through paying taxes,
orocuring local goods and services,
hiring locally and supporting socia
investment programmes.

All this is underpinned by our core
values of honesty, integrity and
respect for human rights.
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Key contributions data

22%

of senior leaders are women
and around half of graduate
recruits are also female

LI

424,580
training days
for employees and JV partners

1,697

jobs created through LiveWire

86,000 people
employed by Shell

$ 922 miillion

spent on research and
development in 2017

(5 ]

$ 15.6 billion
dividends distributed

$ 59.1 billion

payments to governments

$ 42.2 billion

spent on goods and
services worldwide

$ 111 million

spent on social investment

30 million

customers served every
day at our retail sites

Sustainable

development goals

In 20135, the UN adopted 17 sustainable development
goals (SDGs), which seek to address the world’s biggest
challenges, including ending poverly, improving health
and education, making cities sustainable and tackling
climate change.

Governments are responsible for prioritising and
implementing approaches that meet the SDGs. But
achieving these tasks will require collaboration between
civil society, governments, the private sector, non-
governmental organisations and the public.

We welcome the SDGs and we continue to develop our
approach to how we can help achieve them. All the SDGs
are relevant to Shell's operations to varying degrees and
we are already contributing to many of these goals. In
2017, we priorifised six of the goals that have particular
significance for Shell across our global business. Through
IPIECA, the global oil and gas industry association for
environmental and social issues, we have collaborated
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with the UN Development Programme and the World
Bank's International Finance Corporation to develop a
shared understanding of how our industry can most
effectively support the goals. Together, we launched the
report Mopping the Oil and Gas Industry 1o the
Sustainable Development Goals: An Atlas.

The priority SDGs for Shell are highlighted in the graphic
below.

PARTNERSHIPS
FORTHE GOALS

]

DECENT WORK AND
ECONOMIC GROWTH

RESPONSIBLE
 CONSUMPTION
. ANDPRODUCTION

ENSURE ACCESS TO AFFORDABLE,
RELIABLE, SUSTAINABLE AND
MODERN ENERGY

Access to reliable and safe energy enables economic and
social development and improves health, education and
livelihoods. We aim 1o enable energy access by helping
develop local energy markets and supporting
entrepreneurs and partners in the development and
distribution of energy solutions. {See Access to Energy and
Local content and skills development. )

Read more on Shell.com:
m Access to energy

m local employment and enterprise
m Shell LiveWire

DECENT WORK AND ECONOMIC
8 ﬁi GROWTH

Employment is a crifical route out of poverty and towards
prosperity. We provide jobs and aim to follow labour,
health and safety standards. We encourage local
businesses to be par of our supply chain, and encourage
our suppliers to meet Shell standards. We work with
governments and others to offer training to build local skills
and expertise. We support enfrepreneurs through various
programmes, including the Shell LiveWIRE programme,
which helps young people start their own businesses. We
also contribute to economic growth by paying taxes and
royalties to local governments. (See Living by our
principles, Local content and stills development,
Contractors and suppliers and Tax and transparency.)

Read more on Shell.com:
m Revenues for governments

® Human rights

m Supporting enterprise development and enirepreneurs

BUILD RESILIENT INFRASTRUCTURE,
PROMOTE INCLUSIVE AND
SUSTAINABLE INDUSTRIALISATION
AND FOSTER INNOVATION

Shell often upgrades or builds infrastructure required for our
projects, including roads and ports, and aims to minimise
our impact on the local area. We support off-grid energy
projects that can provide reliable, affordable energy in
rural areas with little or no energy infrastructure.

Innovation is critical for sustainable growth. We spend
around $1 billion each year on research and development
fo turn ideas into commercially viable technologies. Our
innovations include fuels and lubricants that help customers
use less energy, and technologies that improve the energy
and water efficiency of our own operations.

Read more on Shell.com:
m Innovation though R&D

m Fresh water

m Shell engine oils and lubricanis

RESPONSIBLE CONSUMPTION AND
|/ ©S1 PRODUCTION
We aim to protect the environment ond respect our
neighbours. We work hard to avoid harm to people and
sef ourselves high environmental standards. This includes a
focus on managing our greenhouse gas emissions,
minimising our use of fresh water, conserving biodiversity
and preventing spills and leaks. We meet and often
exceed regulatory requirements.

We invest in a range of lower-carbon technologies and
fuels and continue to work on improving the energy
efficiency of our fuels and lubricants. Shell is taking part in
several initiatives to encourage the adoption of hydrogen
electric transport, and is developing a service that supports
the charging of electric vehicles. We are one of the largest
blenders and distributors of biofuels worldwide and are
developing advanced biofuels that convert nonfood plants
into cellulosic ethanol.

Read more on Shell.com:
m Biofuels

m Shell engine oils and lubricants
m Our approach - environment

® Product stewardship

CLIMATE ACTION

We are seeking costeffective ways to manage
greenhouse gas {GHG) emissions and see potential
business opportunities in developing such solutions. We
seek to confribute to reducing global GHG emissions in a
number of ways: supplying more natural gas to replace
coal for power generation; progressing CCS technologies;
implementing energy-efficiency measures in our operations
where reasonably practical; developing new fuels for
transport such as advanced biofuels and hydrogen; and
participating throughout the power value chain with a
focus on natural gas and renewable electricity. To support
this, we continue to advocate the introduction of effective
governmentled carbon pricing mechanisms.
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We fully support the Paris Agreement, and its goal of
keeping the rise in global temperatures to below two
degrees Celsius. After having carefully listened to our
critics, supporters and shareholders, we have set a long-
term ambition to reduce the net carbon footprint of our
energy products in step with sociely's drive to reduce
GHG emissions.

Read more on Shell.com:
m Shell scenarios

m Climate change and energy transitions

ISQ PARTNERSHIPS FOR THE GOALS

We work with governments, academics and industry
specialists, and partner with companies and organisations
lo help meet the world’s growing energy needs. We share
ideas and experlise o help encourage innovation.

We work with others to help reduce our impact on the
environment and on people, to improve the quality of
nature around our operations and to enhance benefits to
local communities by implementing social invesiment
programmes. Partnerships are also essential to help
enhance safely and environmental standards and practices
within our industry.

Read more on Shell.com:
B Innovating together

® Environmentol and communily poriners

m Working with others

Tax and
transparency

Tax binds governments, communities and businesses
together. Revenue transparency provides citizens with
important information to hold their government
representatives accountable and to advance good
governance.

HIGHLIGHTS IN 2017

m We paid more than $59.1 billion in taxes and
royalties to governments around the world.

m We paid $6.3 billion in income taxes.
Our government royalties were $3.7 billion.

OUR APPROACH

We comply with applicable tax laws wherever we
operate. We are transparent about our tax payments to
governments and strive for an open dialogue with them.
This approach helps us to comply with both the letter and
the spirit of the laws. For Shell, being transparent is also
about showing how developing energy resources provides
governments with an opportunily to generale revenues,
support economic growth and enhance

social development.

PRINCIPLES

In line with the Shell General Business Principles, we
support several external voluntary codes, including the
Organisation for Economic Co-operation and
Development {OECD) Guidelines for Multinational
Enterprises and the Business and Industry Advisory
Committee to the OECD Statement of Tax Principles for
International Business. We endorse the responsible tax
principles set out by the B Team, a non-profit initiative
formed by a group of global business leaders, and we
work towards full implementation of these principles.

TRANSPARENCY

In 2012, we were one of the first energy companies to
voluntarily publish revenues that our operations generate
through income taxes, royalties and indirect taxes for
governments around the world. As of 2016, we make
mandatory disclosures under the Reports on Payments to
Governments Regulations 2014, and we file our Payments
to Governments Report with the UK's Companies House.
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B We collected $49.1 billion in excise duties, sales
taxes and similar levies on our fuel and other
products on behalf of governments.

The report covering calendar year 2017 has been
published on www.shell.com/payments.

TAX STRATEGY

It is the right of governments to determine tax policies and
tax rates and to draft tax laws accordingly. They do

so under strong competition for capital and investment,
which is internationally mobile. It is not the role of business
lo form views on what level of taxation is adequate or
required. We use legitimate tax incentives and exemptions
designed by governments to promote investment,
employment and economic growth.

When considering the viability of investments, tax is one of
the factors we examine. Income tax is just one part of the
overall tax regime considered. We expect lo pay tax on
our income in the country where aclivities take place, and
believe double taxation of the same activily by different
jurisdictions should be avoided. Shell supports efficient,
predictable and stable tax regimes that incentivise long-
term investment. We expect the laws lo be applied
consistently, crealing a level playing field for all.

GOVERNANCE OF TAX

Shell's Board of Directors is responsible for maintaining a
sound system of risk management and internal control, and
for regularly reviewing its effectiveness. This system also
covers taxation, which forms an integral part of the Shell
control framework. Annually, the Board conducts a review
of the effectiveness of Shell’s system of risk management
and internal control, including financial, taxation,
operational and compliance controls.
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COLLABORATING WITH OTHERS

Shell supports cooperative compliance relationships with tax
authorities on the basis of the framework proposed by the
OECD Forum on Tax Administration. We have these
relationships in the UK, the Netherlands, Singapore and
ltaly, and a pilot relationship in Austria. Shell is also part of
the OECD pilot Infernational Compliance Assurance
Program, which aims fo facilitate open and cooperative
engagements between multinational companies and

tax administrations.

We provide the authorities with timely and comprehensive
information on potential fax issues. In refurn, we receive
treatment that is open, impartial, proportionate, responsive
and grounded in an understanding of our commercial
environment. This approach improves the transparency of our
tax affairs and allows Shell to better manage its taxrelated
risks throughout the life cycle of each project.

Transparency is only effective if all patties in a country follow
the same disclosure standards. Shell is a founder and board
member of the Extractive Industries Transparency Initiative.
Consistent with the Initiative's requirements, we confinue to
advocate mandatory country-by-country global reporting, as
mos! fax payments are made at the corporate level fo
national governments. We support unified revenue reporting
1les and standards applicable to all multinationals,
irespective of their ownership or place of business.

Shell is actively involved in revenue transparency discussions
and we are working to develop an approach that takes into
account the views of the relevant parties involved, including
industry, governments and civil society.

Our people

The quality of our people is essential to the success

of the company. We work to maintain a productive and
healthy organisation, employ and develop talented
people, strengthen our leadership, and enhance
employee performance through strong engagement.

HIGHLIGHTS IN 2017

® We employed an average of 86,000 people in
more than 70 countries.

® We recruited around 400 graduates,
1,400 experienced professionals and
3,700 people far Shell Business Operations.

In 2017, we employed an average of 86,000 people in
mare than 70 countries, with more than 40% of our
workforce operating in countries outside Europe and North
America. We strive to maintain strong relations with our
employees. Dialogue between management and employees
takes place directly and through employee representative
bodies. We offer multiple channels for employees to report,
confidentially and anonymously, breaches of the Shell
General Business Principles or our Code of Conduct, or
other concerns.

We provide equal opportunity in recruitment, career
development, promotion, training and reward for all
employees, regardless of gender, ethnicity, sexual orientation
or physical ability. We actively monitor diversity on a global
level and measure the representation of women and local
nationals in senior leadership positions. Shell believes that
diverse teams led by inclusive leaders can improve

business performance.

Shell aims to manage the impacts of business changes on
people respectfully and as consistently as possible. Affected
employees are supported in their search for alternative
employment as appropriate by country law and policy,.

EMPLOYEE ENGAGEMENT

The annual Shell People Survey is one of the main tools we
use to measure employee views on a range of topics. In
2017, we started using a new methodology for this
assessment. In addition to providing team leaders with
improved repors, the raling scale changed from percentage
favourable o an average index and the scores reflect the
new methodology. Based on this new rating scale, the
average employee engagement score remained stable

® Around 45% of graduate recruits came from
universities outside of Europe and the Americas.

® Around half of our graduate recruits are female.

m We provided 424,580 training days for employees
and jointventure partners.

in 2017 with 76 points, similar to 2016 {previously
reported as 79%).

The survey also measures employee views on the
inclusiveness of their workplace. In 2017, we achieved 81
index points for our diversity and inclusiveness index.

WORKFORCE DIVERSITY

Embedding the principles of diversity and inclusion in the
way we do business gives us a betler understanding of the
needs of our staff, pariners, suppliers and customers. A
diverse workforce and an inclusive environment that respects
and nurtures different people is a way fo improve our safety
and business performance.

Our diversity and inclusion approach focuses on hiring,
developing and refaining the best.

We provide equal opportunity in recruitment, career
development, promotion, fraining and rewards for all
employees, including those with disabilities. In 2017, we
infroduced a workplace accessibility service at our major
locations to ensure that all employees have access to
reasonable adjustments o that they can perform

their work effectively.

Shell also became the first major integrated oil and gas
company to announce a global minimum standard of

16 weeks paid matemity leave, effective from 2018.
More information on this can be found on our website. In
2017, we were ranked highly in the Workplace Pride
global LGBTI {Lesbian Gay Bisexual, Transgender
Intersexed) inclusive workplace benchmark and eamed a
100% score in the Human Rights Campaign Corporate
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Equalily Index. Shell was also among The Times (UK} Top
50 Employers for Women in 2017.

We aclively monitor diversily on a global level, measuring
representation of women and local nationals in senior
leadership posilions, and have processes in place to
identily and mitigate any biases. At the end of 2017, the
percentage of women in senior leadership positions was
22% compared with 20% at the end of 2016. We
continue to measure and work to improve our gender
balance by making female leaders more visible and
accessible as role models, by providing leadership
programmes for women and by embedding diversily and
inclusiveness in our policies and processes.

The representation of senior local nationals is monitored in
20 principal countries. We measure the percenlage of
senior nationals employed in Shell compared with the
number of senior positions in their home country. The

reporting shows wo categories: local national coverage
greater than 80% {10 countries in 2017} and less than
80% (10 countries in 2017). There was no change from
the 2016 numbers.

In 2017, Shell ranked high up on the Workplace Pride global LGBTI
indusive workplace benchmark. The pictures shows the pride flag on
a product lank at our Pemis refinery in the Nethedands.

Local content and
skills development

Shell buys goods and services from local suppliers as
part of our approach to share the benefits of oil and
gas development with the wider economy.

We confribute to employment creation directly and
indirectly: directly through the employment of company
staff and the purchase of goods and services; indirectly
through the employment, subcontracting and procurement
activities of our contractor and suppliers, and through
wider economic effects.

We buy goods and services from local suppliers that meet
our standards as part of our approach to share the
benefits of oil and gas development to the wider
economy. In some cases, we support businesses in
developing the skills required to meet these standards.

Our supplier principles integrate social considerations in
the contracting and procurement processes. In 2017, we
spent $42.2 billion on goods and services worldwide, of
which around 58% was in the USA, Canada, the UK, the
Netherlands and Nigeria. In 2017, we spent around
$4.9 billion in countries that, according to the UNDP
Human Development Index 2016, have a gross domestic
product of less than $15,000 a year per person. In these
countries, Shell companies spent 80% with

local companies.

In 2017, we worked with the Australian government on a
development programme to support local suppliers to the
Queensland Gas Company (QGC} {Shell-operated,
maijorily interest) coal seam gas project. We provided

12 local suppliers with a dedicated business advisor to
help them develop a customised improvement plan to
grow and diversify their business. The Australian
govemnment matched our funding with AUD$20,000.

At the Prelude floating liquefied natural gas facility, we
awarded contracts to Australian waste management
company Rusca Environmental Solutions for onshore waste
and cleaning services. This is a new business area for the
company, which is 100% indigenously owned, and is
expected to create further opportunities for indigenous sub-
contractors.

In Nigeria, we use locally manufactured goods and
service companies which create jobs in the communities in
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which we operate. In 2017, Shell companies in Nigeria
spent around $0.76 billion on contracts for Nigerian
companies. Access o financing has been a challenge for
suppliers to Shell companies in Nigeria. In collaboration
with leading banks in the country, the SPDC Joint Venture
{SPDC JV] and the Shell Nigeria Exploration and
Production Company Limited continue to fund a
mechanism that offers local contractors faster access to
loans at cheaper interest rates.

COMMUNITY SKILLS AND ENTERPRISE
DEVELOPMENT

Through our social investment programmes, we support
economically viable enterprise development and skills
programmes that create valuable opportunities for local
people and communities, while adding value to our
supply chain.

We support the building of new businesses to generate
local employment and our Shell LiveWIRE programme,
helps young entrepreneurs turn their ideas into reality.

Shell LiveWIRE marked its 35" anniversary in 2017 and
now operales in 15 countries in eight languages. In
2017, through the programme, 4,159 people were
trained, 450 businesses were established, 465 existing
businesses were supported, 1,697 jobs were created and
10 businesses entered the Shell supply chain.

Shell LiveWIRE entrepreneurs increasingly focus on energy
solutions such as affordable and clean energy for low-
income communilies. For example, Innovate Energy, is a
company that offers an external phone battery rental
service powered by renewable energy.

Nigeria has one of our most successful Shell LiveWIRE
programmes, with a total of $66,200 awarded to

60 young entrepreneurs from Ogoniland, all of whom
completed its enterprise development programme. In the
Middle East and North Africa, where Shell LiveWIRE is
called Intilaaqah, we trained 1,920 participants in 2017
— 52% of whom were women — and helped start up

186 businesses. In Saudi Arabia, Ghazael Aldossary, one
of many female Intilaagah entrepreneurs, has set up two
businesses in the chemical and shipping industries with
45 employees.
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In the Philippines, we have a community-based enterprise
development and biodiversity programme called Turismo
at Negosyo Dulot ng Ingat Kalikasan (Tourism and
Business Through Protecting Nature). The programme
supports sustainable tourism by mobilising community
involvement and creating alternative income opportunities,
all while protecting and conserving Palawan’s biodiversity.
In 2017, the programme provided 67 local jobs and
generated more than $90,000 in revenues from
supported enterprises.

In Tanzania and Kenya, we are supporting a programme
called E4D/Employment and Skills for Eastern Africa with
the German, British and Norwegian governments. This
programme aims to improve access to jobs and economic
opportunities for local people in natural resource-based
industries and related sectors. By the end of 2017, the
partnership, had raised more than 335 training
programmes fo industry standards and provided training
for around 13,000 people. So far, 73% of the graduates
have found employment.

Our enlerprise development programmes are helping young
Tanzanians grow their businesses.

THE ENERGY OF COFFEE

We are working with a startup called biobean,
which turns coffee waste into fuel. The company
won Shell liveWIRE's Innovation Award in 2013
and has since gone on to produce bio-mass pellets
and briquettes called Coffee Logs. These are now
sold at Shell refail sites across the UK.

In 2017, bio-bean helped power some of London's
buses using biofuel made partly from its waste
coffee grounds. The company collects and
processes 50,000 tonnes of waste grounds a year.
Every tonne of waste coffee grounds recycled using
biobean's rechnology saves .8 tonnes of

CO2 emissions.

The collaboration forms part of our #makethefuture
campaign, which demonstrates how we are
providing access to cleaner energy to

improves lives.

External voice: "Shell's support was
crucial to my start-up's success"

Ciclo Organico is an organic waste collection and
composting business that makes money through
customer subscriptions. | founded the company as part
of Shell's LiveWIRE programme in Brazil in 2015.

The programme helped me build the company from the
inifial concept to planning and final execution so was
crucial to our success. One of the biggest benefits was
the support | received in developing my business plan.
This guides me to this day whenever | am faced with
hard decisions.

Shell also connected me to a network of entrepreneurs,
specialists and mentors. It was a wonderful experience
and | am grateful for all the support | recieved

from Shell.

Lucas Chiabi
Entrepreneur, Ciclo Organico, Brazil
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Globally, around 1.1 billion people have no electricily
and « billion more only have access to unreliable and
unsafe power nelworks. Nearly 3 billion people rely on
solid fuels for cooking.

Reliable and safe energy enables economic and social
development, and improves the health, education and
livelihoods or people around the world. Energy access
plays an important role in achieving the UN's sustainable
development goals, in particular goal 7 "Ensure access 1o
affordable, reliable, sustainable and modem energy".

Our New Energies business is pursuing commerical
opportunities o provide energy to those who have
insufficient access to it. Access to energy is also one of our
three global social investment themes through which we
aim o provide access to reliable, affordable and cleaner
energy, fo spur socio-economic progress in local
communilies.

In Myanmar, we worked with PACT, a non-profit
organisation, to provide access to sustainable energy for
around 20,000 people in 2017. We have improved the
livelihoods of around 35,000 people since the start of the
programme in 2015.

Renewable energy committees were set up in 76 villages
to train people to install and maintain solar power systems
in their homes, and o manage renewable energy funds
that provide initial capital to purchase the solar

power systems.

In 2017, we piloted a fund to encourage our teams to
work with local partners to design and implement small
local energy access projects using a sustainable
communily business model. The fund has so far supported
four projects and will monitor their success during 2018.

We continued to support our partner The Global Alliance
for Clean Cooksioves with its activities in India, China and
Nigeria. In China, we sponsored aclivities to help
cookstove manufacturers expand info international markets
and share best practices with partners abroad. We also
supported the Alliance in Nigeria, where we sponsored a
workshop in Lagos in 2017, to help clean cooking
enlerprises improve their business plans and aftract more
funding. Thirly-four participants from 11 states in Nigeria
attended the workshop. We continued to support the
Alliance’s Spark Fund, which provides growth capital and
capacity development to help cookstove enterprises reach
commercial viabilily. By the end of 2017, the Alliance
and its partners had distributed an estimated 80.9 million
clean or efficient stoves and fuels, and are on track

to exceed their goal of reaching 100 million households

by 2020.

In addition, we support access to energy through the All
On programme and initiatives of Shell
Foundation globally.

STEM education

Shell is working with schools and academia to excite
young people about the wealth of career opportunities
available to them in science, technology, engineering
and mathematics (STEM).

We support STEM education programmes in 16 countries
where we operate. We are helping to deliver a growing,
diverse and talented population of future innovators and
leaders who can find solutions to help meet greater energy
demand while reducing carbon emissions. NXplorers is
our global STEM programme which seeks to enthuse and
empower young people and equip them with the tools
and skills to solve some of the world's biggest challenges.
In 2017, we launched NXplorers in Brazil, Nigeria and
Egypt, with plans to launch in other countries including
India, Australia, the United Arab Emirates and Oman in
2018. Our goal is that more than 1 million young people
participate in the programme worldwide by 2020.

Our STEM programmes also focus on teachers. In Brazil,
where a lack of qualified science and technical
professionals is hampering the country’s overall
development, we launched a project in 2012 that
continues to provide teacher training, teaching aids and
resources. This includes an award for teachers

that recognises the role they play in influencing others and
changing their students” perspective on life. The winning
teachers travelled to London on an education trip
in2017.
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We held festivals in the Netherlands, Singapore, the UK
and the USA in 2017 to support our efforts to promote
STEM careers. Around 30,000 visitors, including
10,000 schoolchildren, attended the five-day Generation
Discovery festival in the Netherlands.

In 2017, Shell made a second investment of more than
£1 million in Tomorrow's Engineers, a UK STEM
programme. Through our invesiment, we aim lo give
hands-on engineering experience and career information
to more than 160,000 children by 2020.

Our social investment programmes are exciting young people about
careers in science, technology, engineering and moths.
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Shell Foundation is an independent charity that applies
a business approach to the global development
challenges of access to energy and

sustainable mobility.

Shell Foundation {SF) provides business support, grants
and market connections to help pioneering social
enirepreneurs prove new business models in low-
income communities.

SF selects partners with the potential to benefit 10 million
people within a 10year timeframe, achieve financial
independence and spur international replication.

Since 2000, SF has deployed $279 million in grants to
earlyslage businesses and new market builders operating
in Africa, Asia and Latin America.

2017 SOCIAL ENTERPRISE PARTNER
HIGHLIGHTS

Sistema.bio makes biodigester equipment that converts
farm waste into renewable energy. This can be used for
cooking, heating or electricity. The process also reduces
greenhouse gas emissions from livestock farming. So far,
more than 4,100 units have been installed across Mexico
and Latin America, improving the lives of 24,600 people.

In 2017, SF supported Sistema.bio to expand their
operations inlo Kenya and India, where 800 units have
been sold to date.

MKOPA provides low-income consumers in East Africa
with financing fo purchase solar energy products on a
pay-as-you-go basis. MKOPA acquired over 600,000
products to date, benefiting more than 3 million people. In
2017, it raised a new working capital facility of

$55 million with a consortium of commercial lenders that
will help the company to reach 1 million more homes

by 2020.

Tugende offers affordable finance to motorcycle taxi
drivers in Uganda, most of whom have limited access 1o
banking products and services. Tugende enables these
drivers lo buy vehicles and increase their earnings. The
company also offers road safely training, safety equipment
and insurance. In 2017, Tugende doubled its loan
portfolio and revenue and has served more than
10,000 customers in seven locations. In total, Tugende
has transterred $2.6 million in funds to customers and
improved their credit. Around a third of customers used
their improved financial status to start new ventures or
invest in exisling businesses.

Shell Foundation’s six-step theory of change

D Market resources

Finoncioﬂ) |
% sustainabili
SF resources W impact
Operational
reak-even
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Catalyse Pilot Create Scc|e TacHe Market
pioneer market building
[ barriers
------------------------------------------------ Silo 10 years st oo S e o

Shell Foundation’s impact to date

; —E-
ﬂjﬂ 294,184
" jobs created

19.30 million
tonnes of carbon
reduction

$6.69 billion & 119.64 million
funding leveraged 'l 1" livelihoods improved

SHELL SUSTAINABILITY REPORT 2017 OUR CONTRIBUTION TO SOCIETY 43



Preliminary Public Copy
Working together Living by our

principles
We collaborate with partners,
contractors, suppliers, non-

Our core values of honesly, integrily and respect for

governmental organisations and other oot oovirons v e
businesses around the world.

h | | HIGHLIGHTS IN 2017
Togetherl We SIS OCh e ng QOO ‘S i m We screened around 10 million potential trading

operational excellence, best practice MBI a paaof oo
4 our. requirements o-r anti-bribery and co.rruprlon,
on s USTO | na bl l |1.\/ ChQ | Ien g es q nd anti-money laundering and trade compliance.
i m prOV| n g STO n dO rds WITh l n Th e result, we dismissed or terminated the contracts of
employees, contract staff or contractor
energy secfor. il sledlalis

B Most of the Code of Conduct violations related
to protection of assets, data privacy, conflicts of
interest and harassment.

m Internal investigations confirmed 261
substantiated Code of Conduct allegations. As a

The Shell General Business Principles detail our
responsibilities and set the standards for the way we
conduct business. We aim to do business fairly, ethically
and in accordance with all applicable laws.

All Shell employees and contract staff must follow our
Code of Conduct, which guides employees on how to
apply the Shell General Business Principles in line with our
core values. Employees and contract staff are also
required to complete Code of Conduct training and to
confirm they understand their personal responsibilities
under the Code of Conduct. Contractors and consultants
are also required to act consistently with the Code of
Conduct when acting on our behalf.

Shell employees, contract staff and any third parly can
report any potential breaches of the Code of Conduct
conlfidentially and anonymously through a variely of
channels, including the Global Helpline, which is operated
by an independent provider.

INVESTIGATING CODE BREACHES

Shell has specialists who investigate concerns or
allegations about a breach of our Code of Conduct. If a
violation is confirmed, we take appropriate action up to
and including contract termination or dismissal. We
maintain a stringent no retaliation policy to protect any

IN THIS CHAPTER person making a good faith allegation.

a4 Living by our principles Internal investigations confirmed 261 substantiated Code
45 Human rights of Conduct violations in 2017 compared with 341 in
46  Contractors and suppliers 2016. We dismissed or terminated the contracts of

48 Our business partners 73 employees, contract staff or contractor employees,
48 Environmental and social partners compared with 114 in 2016.

51 Collaborations
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Shell global helpline statistics in 2017

1007

ALLEGATIONS REPORTED
to the Shell Global Helpline

DISCIPLINARY ACTIONS TAKEN
{including 73 contract
terminations or dismissals)

SCREENING FOR INTEGRITY AND
COMPLIANCE

Various national and infernational laws prohibit business
involvement with certain individuals, entities and
organisations. Our anti-bribery and corruption and anti-
money laundering and trade compliance programmes set
out the requirements for screening business partners.

These checks provide an overview of the key risks and
allow us to manage these risks appropriately. Using a risk-
based approach, we screen potential business partners
before and during the contractual relationship. In 2017,
we carried out 7,243 enhanced pre-screenings for higher
risk contracts. Additionally, Group counterparties

{around 10 million) are screened on a continuous basis
against a range of trade compliance, antibribery and
corruption and antrmoney laundering watchists.

MANAGING ETHICAL RISK

In 2017, we launched a training programme for our
500 most senior leaders covering a range of ethical risks
faced by the energy industry. The programme simulates
realistic situations and requires leaders to make realtime
decisions on which they receive instant feedback. Leaders
are faced with risks covering bribery and corruption,
money laundering, antfitrust, data privacy and

trade compliance.

Human rights

We recognise our responsibility to respect human rights
and our approach applies to all of our employees and
contractors. It is informed by the Universal Declaration
of Human Rights, the core conventions of the
International Labour Organization, and the United
Nations Guiding Principles on Business and

Human Rights.

We have embedded human rights into our policies,
business systems and processes. We believe this
integrated approach allows us to efficiently and effectively
manage human rights within our existing ways of working.

We focus on four areas where respect for human rights is
particularly critical to the way we operate: labour rights,

communities, supply chains and security. Our Communily
Feedback Mechanism and Global Helpline enable us to
meet our commitment to provide access to remedy.

Approach to human rights

Commitment to

human rights

Communities

We work with communities to

Shell General

Focus areas

We consult with infernational organisations, companies
and civil sociely to understand and respond to current and
emerging human rights issues relevant to our business. For
example, we collaborate with The Danish Insitute for
Human Rights o assess and improve our approach. We
are members of the Business for Social Responsibility
human rights working group which enables us to engage
with companies across industries. We participate in
IPIECA, the global il and gas industry association for
environmental and social issues, to share social
performance good practice and guidance tools that can
be used more widely. We actively adhere to the Voluntary
Principles on Security and Human Rights and participate in
FPIC Solutions Dialogue, hosted by the non-profit
organisation Resolve, lo promote the practical
implementation of Free Prior and Informed Consent.

Access to

remedy

Labour rights

We respect the rights of our staff

. understand their priorities and
Business T Ty
inciol concerns Managing our impact
PrlnC|P es on communities is essential to

Code of Conduct

Shell Supplier
Principles

being a responsible company.

Security

Shell sims to keep staff and
facilities safe, while respecting
the human rights and security of
local communities

and suppliers by working in
alignment with international
conventions and guidelines.

Supply chains

The Shell Supplier Principles
include expectations for
contractors andl suppliers
concerning human rights.

Community
Feedback
Mechanisms

Shell Global
Helpline and
internal channels
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suppliers
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Shell aims to work with contractors and suppliers that
behave in an economically, environmentally and
socially responsible way, as set out in our Shell General
Business Principles. The Shell Supplier Principles cover
our requirements for suppliers in business integrity,
health and safety, social performance and labour and
human rights.

In 2017, Shell spent $42.2 billion on goods and services
from 33,505 suppliers globally.

Suppliers who work to deliver Shell projects and help run
our operations are invited to register with our supplier
qualification system (SQS). Certain areas of our supply
chain may pose a higher risk to labour rights due to their
location and the nature of the goods and services we
procure. In these cases, we use a defined set of criteria to
identify potential supply chain risks and, where we see

Applying risk filters

risk, we ask suppliers to undertake due diligence
assessments prior to the award of a contract. We require
our suppliers to declare whether they have a process in
place lo assess and manage social risks with their

own suppliers.

If gaps are identified, we may work with suppliers and
contractors to help them understand how to close these
gaps, implement corrective action ~ which may include
onsite audits from Shell ~ or we may consider terminating
the contract.

This risk-based approach is shared in several external
regulator