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Out in the Cold:
Royal Dutch Shell and Arctic Drilling 
On April 18th Royal Dutch Shell plc will hold its annual briefing to socially responsible investors 
in Central London.  The Arctic will form the basis of one of the break-out sessions for investors.  
This briefing provides investors with questions they can ask the company on the issue of Arctic 
offshore exploration.

Shell’s Arctic Plans
Arctic offshore exploration is a priority for Shell: its Alaskan project alone accounted for about 
one-seventh of Shell’s total exploration spending in 20111  while further lease purchases were 
made in Greenland and Canada in 2010-11, and negotiations continued for a strategic Arctic 
partnership with Russian state-controlled major Gazprom. More bidding is expected soon for con-
cessions in Arctic Norway, Greenland and the US.2

In addition to the potential financial impact of an oil spill, high extraction costs, doubts over the 
amount of commercially recoverable reserves, and a precedent of cost overruns and delays com-
bine to raise questions about the commercial viability of some proposed Arctic projects.  

Spill Risks
Arctic projects present new and unique challenges for the oil industry. Shell and other companies 
acknowledge the ineffectiveness of existing technology to deal with such a spill but have chosen 
to focus on the supposed low probability of it happening rather than prepare for its inevitable high 
impact. In the wake of Deepwater Horizon, this approach seems unwise. 

No analyses have been published quantifying the specific oil spill response impediments in Shell’s 
lease areas in the Chukchi and Beaufort seas. Such a ‘response gap’ analysis needs to be carried 
out and published to be able to accurately assess the threat that spills pose to Shell’s operations.

Across all Arctic waters, the potential environmental and financial impact of any potential major 
oil spill has not yet even been assessed. 

Commons Environmental Audit Committee3

Caroline Lucas MP: I don’t doubt that you have very good measures in place, but what I am 
saying is that accidents will always happen. BP wasn’t expecting the Macondo to happen, it 
happened. So when accidents happen, can I just be really, really clear that you are telling me 
that Shell does not have any estimate financially of how much that will cost you?

Peter Velez, head of Shell’s emergency response operations in Alaska: We do not apply a 
figure to it because our responsibility, as a responsible operator, is to protect the environment 
and to clean it up, and we are going to do whatever it takes regardless of the cost to clean it 
up.

Robert Blaauw (Shell): The likelihood is indeed extremely, extremely small that such an inci-
dent will happen, in this case in offshore Alaska.

Zac Goldsmith MP:  ...even though it is a big enough risk that you would have spent time mod-
elling the possibilities, you haven’t bothered to put a figure on it, you haven’t bothered to tell 
your shareholders how big that risk is. That seems to me to be hugely irresponsible financially.



Questions for Shell

• Will the company carry out an analysis of the environmental and financial impact 
of the worst case scenario and make it available publicly?

• Has the company carried out a spill response gap analysis of its prospects in the 
Beaufort and Chukchi seas? If so, will the company make it available publicly? With-
out such an analysis it is not possible to accurately assess the risk posed to Shell 
by an oil spill in its Arctic operations

• Will the company test its spill response technology (particularly well-containment 
devices) in Arctic conditions, and make detailed disclosure of the conditions and 
results of these tests?

IN
VE

ST
O

R 
BR

IE
FI

N
G

1.	 		Anon,	Offshore	drilling:	with	federal	green	light,	Shell	hits	the	gas	on	Arctic	plans	–	19	December,	2011	
–	www.eenews.net.	Available	at:	http://www.eenews.net/public/Greenwire/2011/12/19/2?page_type=print	
[Accessed	January	4,	2012].	http://www.oilprimer.com/shell-news-2011.html

2.	 		http://www.psg.deloitte.com/NewsLicensingRounds_NO_110412.asp																																																													
http://www-static.shell.com/static/innovation/downloads/arctic/shell_in_the_arctic.pdf

3.	 		Uncorrected	Evidence	-	HC	1739.	House	of	Commons.	14.03.2012.	Available	at	http://www.publications.
parliament.uk/pa/cm201012/cmselect/cmenvaud/uc1739-iv/uc173901.htm

Fairshare Educational Foundation is a company limited by guarantee registered in England and Wales 
number 05013662 (registered address Unit TR.G.03 The Leather Market, Weston Street London SE1 
3QB) and a registered charity number 1117244.

Further information:

We encourage investors to contact FairPensions for further information.
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