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1. INTRODUCTION

The issue of business in conflict-affected and hiigk areas (referred to hereafter as conflict
areas) has generated significant interest amongani®s and investors in recent years.
Numerous initiatives and tools have been developexkamine and strengthen international
standards, norms, and practices on responsibl®@gpactivities in such areas. Despite this,
investors and companies still face many challemg@&srking to address these issues in a
constructive manner. Two major difficulties haveeb the lack of agreement and common
reference point for what constitutes “responsillesiness for companies in conflict areas, and
the practical challenges particular to such costext

Purpose The primary purpose of this guidance document cfdid:

- to assist companies in living up to the UN Globahtpact Ten Principles in conflict
areas of their operations, so they maximize tlogigiterm financial performance and
positive contributions to peace and developmertt,ramimize risks and negative
impacts to business and society, and

- to provide a common reference point on the questi@ompanies’ activities related to
conflict areas that facilitates constructive engaget, as opposed to divestment, between
companies and investdrgpecifically shareholders and potential sharetrsid

This document was developed by the United Natiole®& Compact Office, the Principles for
Responsible Investment and an expert group congpoeompany representatives, investors,

! As used in this document, the term “investorséreto a number of financial agents including asseters (such as pension
funds, government reserve funds, foundations, entvs, insurance and reinsurance companies andit@pmrganizations);
investment managers; and professional service geosiengaging with investee companies on behdlifeirf client financial
institutions. Further information on the term isaé&ble on the Principles for Responsible Investrsemebsite at
www.unpri.org/fags/#whocansign




civil society leaders, UN representatives and @h€&ne guidance complements expectations for
responsible practices in peaceful and stable ctstesich continue to apply where instability,
conflict, and violations of human rights and paii or civil liberties are present. The document
draws on, rather than replaces, existing initiaj\gidance and expertise.

Context: While the main responsibility for peace and seguests with governments,
companies are not neutral actors in conflict arAaghe guidance points in this document
explain, certain steps are necessary in orderdaactivities and impacts that exacerbate or fuel
instability or conflict. For example, stakeholdegagement practices unintentionally benefiting
one population over another may result in intenta-community discord; ill-considered social
investment projects may undermine and delegitimigevernment’s role in providing basic
services; human rights abuses may result wheregigefarces engaged by a company use
excessive force or abuse in protecting staff orgamy assets; lack of transparency in
government relations and revenue provision canezkate conflicting parties’ grievances and
undermine development and accountable governanckanisms; and the supply of material or
financial means, for example via tax revenues, magivertently sustain armed violence. In
addition to affecting surrounding environments sthenpacts often create reputational,
operational, and financial risks for companies #iair investors. Their mitigation is thus
integral not only to successful risk managementduhaximizing companies’ opportunities to
operate profitably and sustainably in conflict-atéel and high-risk areas.

Beyond taking steps to ensure their activities @vwaadvertently furthering instability or

conflict, companies can and do make meaningfulrdmrtions in conflict-affected and high-risk
areas. For example, they can support stabilitgrbgting job opportunities, generating revenues
that advance economic recovery, investing sustfinallocal communities, fostering positive
community relations through inclusive work envircemts and stakeholder dialogues, and
promoting best practices in human rights and thr@emment. These contributions can be made
by companies of allsorts: small and large, pultid private, international and lodalsinesses.

When companies and investors are able to understahthke steps to address complex issues
associated with such contexts, they can not ontigate the risks and negative impacts posed to
and/or by corporate activities but they can alsxy gin important role in supporting peace and
development, and ensuring long-term financial peméince of business.

The meaning of “conflict-affected” and “high-risk”in this document:

There is no single definition for the terms ‘cactflaffected’ and ‘high risk’ areas. In this documethey
are used to describe four types of contexts. Camajtareas or regions:

- that are not currently experiencing high levelsohed violence, but where significant political
and social instability prevails, and a number dftfas are present that make a future outbreak of
violence more likely (these factors are explaingther throughout the document);

- in which there are serious concerns about violagiohhuman rights and political and civil
liberties, but where violent conflict is not curtnpresent;

- that are currently experiencing violent conflietciuding civil wars, armed insurrections, inter-
state wars and other types of organized violenod; a




- that are currently in transition from violent coicfl to peace (these are sometimes referred to @s
‘post-conflict’; however transition contexts remdiighly volatile and at risk of falling back intg
violent conflict)?

All UN Global Compact participants are expecte@abrace, support and implement, within
their sphere of influence, a set of 10 principtethie areas of human rights, labour standards,
environmental sustainability, and anti-corruptiarall countries, areas, and regions where they
do business. However, conflict areas, which exist variety of contexts, present special
challenges to conducting business responsibly. Iigigting them here is not intended to
discourage private sector investment, but rathenture its potential benefits are fully realized.
These areas differ significantly from more staljjerating environments and require companies
and investors to take into consideration additidaedors. In general:

- Instability and unpredictable environments makeeaitig to responsible business
practices more challenging;

- Failure to adhere to standard responsible busprassices carries additional costs and
risks in such contexts, as it can exacerbate teasiad instability; and

- As further elaborated in this document’s four s practical and contextual
challenges unique to such areas require additemmdidifferent approaches.

Using this document The guidance aims to provide a common referencd for companies
and investors. It does not offer technical insinr for operationalising best practices or a
blueprint for responsible behaviour in all conflazeas. Rather, it provides a foundation for
addressing critical issues, and guidance that eaadbpted to specific circumstances.

The document categorizes responsible businessgasaatto four sections:
- Core Business,
- Government Relations,
- Local Stakeholder Engagement, and
- Strategic Social Investment.

Each section includes the following:
- Definitions of relevant terminology;
- Opportunities and risks to companies conductingnass in conflict areas;
- Guidance points on addressing specific risks;
- Explanatory notes and brief examples illustratimg guidance points; and
- Links to the most relevant tools and resourcesphatide further operational guidance.

2 The following conditions often prevail in conflieffected and high-risk areas, they are often peegsrto violence, and
comprise the type of operating environment for \whitis document will be useful: large scale humghts violations; presence
of an illegitimate or unrepresentative governméatck of equal economic and social opportunity; eysitic discrimination
against parts of the population; lack of politigalrticipation; poor management of revenues, inagdiom natural resources;
endemic corruption; chronic poverty.



All of the sections are complementary, and goodtpra with regard to one should not be
considered a substitute for another. The anndd$upon existing resources in the field and
provides a list of the most relevant tools andatiites that should be considered when
implementing the guidance points.

Companies are strongly encouraged to refer tagindance at the earliest stages of their
operations, including during initial consideratiohinvestment in conflict areas. However, it is
designed to be useful throughout. Global Compartigi@ants are encouraged to use their
annual Communication on Progress to report ontéesgaken with regard to implementing this
guidance.

Since this document is intended for reference gpgamies and investors, the need for
constructive engagement between the two is an mheng issue that applies throughout the
Guidance. In order for companies and investoenggage constructively on the guidance points
below, and to realize opportunities and avoid resgsociated with conflict areas, the following
steps are strongly recommended:

Companies should:

- Develop policies and procedures for engagefegith investors and be open to
discussing concerns about activities in conflieiaarwithin this framework. These
policies and procedures should be made public;

- Make reasonable efforts to disclose, in a timelynea and taking account of legal and
commercial considerations, information that wilhance investors’ preparedness and
understanding of relevant issues relating to bssietivity in conflict areas; and

- Ensure the involvement of their boards and senemagement on these issues to
demonstrate high-level concern for the challendgegerating in such contexts.

Investors shoufd
- Make reasonable efforts to assess all informatr@hamalysis available in the public
domain on the issues at hand when engaging congyamd
- Be prepared to act collectively with other investon areas of common concern under
appropriate circumstances.

Implementing conflict-sensitive business practiaesrticulated in the guidance points below
requires engagement and constructive partnershipa@all relevant stakeholders. Global
Compact Local Networks, which are country-specificilti-stakeholder platforms, should be
considered potential vehicles for such engagemehtallaboration.

3 As used in this document, the term “engagementdibe understood as an overall description fovaway conversation
between a company and its shareholders and/or tdtehareholders for the purpose of communicatiegvs and concerns on
issues that can impact the long-term performancéh@fcompany. Such dialogue can vary from regutarespondence to
resolutions on company ballots at Annual Generaktinigs (AGMs), or in-depth meetings over a sigaific time period.
Engagement with companies operating in conflicasrspecifically can increase investors’ understapaif highly complex
situations and access to information regarding @onigs’ activities, promote the development of gqamicies and risk
mitigation strategies related to such activitiend @ncourage companies’ positive contributions ustanable peace and
development.

* The PRI Initiative will be producing more pracligmidance on "impacting investing” and the intéigraof ESG issue.



2. CORE BUSINESS

“Core business” refers to corporate activities arpancipally at generating profits. This
includes operations located at the company’s owemses its branches, subsidiaries and/or joint
ventures, as well as trading and procurement kviks suppliers.

Opportunities: Through responsible core-business operations, paoyncan make important
contributions to the mitigation of risk factors peat in conflict areas, and the economic
recovery of regions coming out of conflict. Exangieclude:

- Generating tax revenues for host governmentsifiragnaged responsibly, can help
them recover and resume social services to th&teos after war;

- Creating job opportunities, thereby ensuring edpet@access to jobs through sensitive
human resource policies and bringing diverse groogsther to work towards shared and
mutually beneficial economic and social development

- Ensuring the use of local products and servicés isupply chains wherever possible;
particularly including vulnerable and conflict-adfed parts of the population; and

- Ensuring that infrastructure developments aroumdpany operations benefit local
communities, for example, by emphasizing feededsand facilitating market-access
for communities affected by the companies’ operetio

Risks: Companies active in conflict areas face numeroafieriges to their operations. At the
same time, their core business operations caminhave negative, unintended consequences
and impacts if adequate corporate policies andegfies are not in place. The most significant
risks and impacts relating to a company’s corer®ss operations are identified below, with
guidance on how they can be addressed. Reducimgtmpel risks in the ways suggested below
will enhance a company’s ability to create value.

Risk 1: A company may fail to adequately assess the coittegerates in and its potential to
aggravate conflict through its core business aaij and be exposed to heightened risks, such
as tensions and disruption in its own operatingrenment.

Guidance Point #1:Companies should ensure that their core businessons are sensitive to
conflict dynamics. They can achieve this by adapéristing due diligence measures to the
specific need of the context, such as impact assggspractices and policies; the way
performance is tracked, and progress reported on.

o

Explanatory Note Conflicts can arise from a number of problemg iten be inadvertently exacerbate
by company investments. Companies should take gefiydssteps in order to operate in a manner
sensitive to the conflict. This includes three alletimensions:

1. Understand the risks and conflict dynamics pregettie operating environment and the
potential impacts of its own operations. Exampliethese include fuelling corruption, labour
issues, or lack of socioeconomic opportunitieddoal populations. Conflicts can also arise
where company behaviour contributes to environmetatmage; uses natural resources
unsustainably; or restricts access to natural rases such as land and water.




2. Adapt operations to minimize negative risks andaictg

3. Adapt operations to maximize potential positivetabuations through core business operations.

To achieve this, companies are encouraged to:

1. Develop internal policies and management systamsgase staff awareness and skills and
create incentive structures to promote businesstfmas sensitive to risks and conflicts.

2. Conduct a ‘conflict risk and impact assessmen®ptd beginning. This should complement, g
not replace, human rights, environmental and soiomgdact assessment processes.

3. Continue to regularly monitor the operating envinoent based on credible and reliable sources

of information, from the pre-acquisition phase.sTtan be in addition to or integrated in other
types of information gathering (such as politicakranalysis or security assessments).

4. Work in partnership with reputable third partiestivihe relevant local expertise and skills, such

as in conflict analysis, mediation and arbitratidPartners can be local and international civil
society organizations, development agencies, akttainks and universities.

5. Explore options for contributing constructivelytexkle specific risks and conflict issues
identified (see paragraph on opportunities above).

For guidance, see for instance:
The UN Global Compact Business Guide for Confligpdct Assessment & Risk Management
OECD Risk Awareness Tool for Multinational Enteses in Weak Governance Zones
IPIECA’s guide “Operating in areas of conflict”,

International Alert’s Conflict-Sensitive-Businessi&ice: Guidance for Extractive Industries as

developed by International Aleithe UN Global Compact’s Principles 7, 8 and 9 pdavfurther
guidance on environmental issues;

The UN Global Compact’s Principles 7, 8 and 9 pdeviurther guidance on environmental
issues.

Community grievances causing financial risks for aril company

Issue— Conflicts between local communities and an oil canypin Asia over the impacts of the oil
operations threatened to cause delays and finarogsles for the company.

Approach- The company employed four main strategies tagagnore effectively with communities:
(1) community outreach and interviews with key mpineaders and decision makers;

(2) information dissemination, education, and comitation activities for the wider community;

(3) perception surveys and participatory workshtipstroduce the project and validate initial suyve
results; and

(4) participatory involvement in the formulationefvironmental management plans.

The cost of this engagement was estimated at ajppatedy US$6 million on a total project cost of US$

4.5 billion (0.13% of total costs).

Result— The company calculated that by changing its geggent with local communities, it managed
avoid project delays of approximately 10-15 daygiiealent to an estimated saving of US$ 50-72 onill
through timely completion of construction and avgdcontractual penalties.

For more information see:
« Engineers Against Povertg Systemic Approach to Project Social Risk Manag@imand
« World Resources InstitutBevelopment Without Conflict — the Business Cas€bmmunity

Consent’




Risk 2: Grievances and disputes may arise from a compa&oy&shbusiness operations among
local communities and other stakeholders. They nudyoe detected at an early stage and
constructively and effectively dealt with in a tilmenanner. As a result, grievances of those
affected may be left to fester and lead to increagensions.

Guidance Point #2:Companies should make a publicized commitmentdolveng disputes
constructively. In the first instance, this shob&lattempted through dialogue with the affected
parties. In addition, effective dispute resolutgystems and grievance procedures need to be in
place that allow affected parties to file complaint

Explanatory Note:In conflict areas, communities typically experiehggh levels of stress and trauma,
for example through prevailing insecurity, violeraredisplacement. Imprudent company practices may
add further grievances to this already strainediaiion. Due to the preexisting strain on the pofiala
and the constantly changing, businesses need tpgrdigular attention to regularly tracking and
adapting their operations to mitigate their negatimpacts. In order to monitor performance and
develop a social license to operate, companiesldtou

1. Establish a constructive relationship with locahmmunities through community engagement
and dialogue as essential elements of impact asssds and monitoring (see also Section 4|on
Stakeholder Engagement).

2. Establish dispute resolution mechanisms accordingxisting standards to settle disagreements
and grievances arising among community memberstivegiaaffected by core business
operations standards.

3. Observe these practices with additional safeguémdsnsure broad participation of the
community, and the safety of those participatingmanies should take appropriate steps ta
ensure that community members can raise grievaineely and safely, and in the knowledge
that their concerns and complaints will be dealthwn an objective and timely manner.
Relevant stakeholders need to be informed abostirrgxicompanyolicies and how specific
challenges observed will be addressed.

For guidance, see for instance:

- International Council on Mining and Mineralslandling and Resolving Local-Level Concerns
and Grievances’

- John F. Kennedy School of Government, Harvard Usitye ‘Grievance Mechanisms for
Business and Human Rights Strengths, Weakness&saqsdi

- And the website of tHEC’s Compliance Advisor Ombudsman

- “Protect, Respect and Remedy: a Framework for Bessrand Human RightsReport of the
Special Representative of the Secretary-Gener#t@issue of human rights and transnationg
corporations and other business enterprises, Jalnggie (particularly paragraphs 92-95).

Risk 3: Core business activities may violate internatidnahan rights, humanitarian and
criminal law or may lead to accusations of compjicendangering the lives and safety of
civilian populations and leading to legal liab#i, reputational and financial risks for
companies.

5 Local Global Compact Networks can assist in mstiikeholder review mechanisms.



Guidance Point #3 Companies should adhere to both national andnat®nal law throughout
their core business activities, integrating intéioraal human rights standards, humanitarian and
criminal law into policies, strategies and openadiloguidance. To that end, companies should
have effective systems in place to promote and tapoompliance with these regulations.

Explanatory Note:Systematic and large-scale violations of humahtsghumanitarian and criminal
law frequently accompany violent conflict, and tanboth a cause and a consequence of conflict and
instability. What begins as small-scale and app#yenne off’ violations, can quickly escalate into
large-scale abuse. In order to avoid complicityhaitolations of laws and corruption, companies sdqu
therefore:
1. Put measures against complicity in human right$ations and other relevant legal standardg
at the heart of risk management for their companies
2. Develop corporate policies and systems throughmeicbompany to ensure effective adherence
to all relevant legal standards.
3. Mainstream policies and systems throughout the emypsuch as by providing training to
employee and develop adequate indicators for camgd.

For guidance see, for instance,

- The “Business and International Humanitarian Law Htroduction to the Rights and
Obligations of Business Enterprises under Inteoradl Humanitarian Law”.
(http://www.icrc.org/Web/Eng/siteeng0.nsf/htmlalBga/$File/ICRC_002_0882.pclf

- The BLIHR “Guide for Integrating Human Rights irBasiness Management”
(http://www.integrating-humanrights.ong/

- The Final Report of the ICJ Expert Legal Panel argorate Complicity in International Crim
(http://www.business-humanrights.org/Updates/ArctivéPaneloncomplicity

- The Extractive Industry Transparency Initiative TBI

- TheGlobal Compacts’ Principle provides guidance on different forms of compliaityg how
companies can avoid becoming complicit.

- The Labour Principles of the United Nations GloBampact: a Guide for Business.

112

Law-suits over involuntary resettlement of commugai

Issue- In the context of the construction of a dam sieAa company was allegedly involved in
involuntary resettlements of local populationsyéts claimed that as many as 23,000 people suffered
economically as well as socially through the loEproperty, environmental degradation and the
destruction of communities.

Result- Altogether more than 8,000 plaintiffs filed aviauit against the company in its home country
seeking USD 165 million in compensation. The compaas accused of illegal acts during various
phases of the project, including the feasibilitydst, the design-phase and while performing supiervis
The court has recently rejected the claim arguimaf the accusations had to be dealt with in the hos
country of the dam. The plaintiffs have announcegppeal against this ruling.

For more information seeww.redflags.info




Risk 4: Abusive behavior by security forces engaged bymapamy to protect staff and plants
(e.g. excessive use of force and resulting hungrigiviolations) may expose the company to
liability risks for the violations committed.

Guidance Point #4:Companies should manage security services provageguivate as well as
public security forces, in accordance with evolvgapd practices including the Voluntary
Principles on Security and Human Rights.

Explanatory Note:In conflict-affected and high risk areas, comparti@e private security providers o
work with public security providers to protect theperations and personnel. If security providéos,
instance, use excessive force, this can resulimam rights violations, such as killings, beatingge
or torture. This type of action may implicate thdividuals or company employing them, especially
where there is a history of abuse; creating legailities under both domestic and internationaivia
This may be the case even where the company didteot or order the actions.

=

Companies are encouraged to:

1. Join the Voluntary Principles on Security and Huniaghts (VPs) where possible and/or adapt
their guidance.

2. Build such standards into contracts with securitgyiders where possible.

3. Screen potential security providers’ track recorigjuding their human rights records, and
ensure they have requisite policies and codes mdwct that reflect good practice in security
provision.

4. Consult regularly with host governments and logahmunities about the impact of security
arrangements on those communities.

5. Record and report any credible allegations of hurrights abuses by security providers in
company areas of operation to appropriate host gowvent authorities.

For guidance, see, for instance,

- The “Red Flags”, especially explanation and casaregles under ‘Engaging Abusive Security
Forces’ fhttp://www.redflags.infp

- The Voluntary Principles on Security and Human Ridhttp://www.voluntaryprinciples.ordy/
provide guidance for companies for reducing th&gisf complicity in human rights violations
by security providers.

- Voluntary Principles Performance Indicatotstip://www.international-
alert.org/pdf/Voluntary Principles_on_Security aktliman_Rights.pjlf

- World Bank MIGA and Anvil Mininchftp://www.miga.org/documents/VPSHR_Toolkit_v3.pdf

Risk 5: Core business activities may inadvertently sufipgncial or material means that
facilitate armed violence, causing reputationalaleoperational and financial risks for the
company.

Guidance Point #5:Companies should carefully monitor, including thgburacking systems,
business relations, transactions as well as fldvisrals and resources to ensure that they are not
providing funding and support to armed actors ffigr purpose of aiding or committing violence.



Explanatory Note By buying commodities through supply chains colgdopartly or wholly by armed
actors, financial or in-kind support and donations,extortion payments to armed actors, companies
may sustain violent conflicts or contribute to trescalation.

For guidance, see for instance
- The Kimberley Process, designed to curtail thearad'conflict diamonds’
(www.kimberleyprocess.cm
- The OECD Financial Action Task Force (http://wwf-gafi.org).

- International Alert’'s Conflict-Sensitive-Business&tice: Guidance for Extractive Industries as

developed by International Alert, Flashpoint Issumedealing with armed groups
(http://www.international-alert.org/pdfs/conflict_ssitive _business practice all.pdf

- Red Flags, especially explanation and case examyldsr ‘financing international crimes’
(www.redflags.infin

Making payments to armed groups resulted in legabafinancial risks

Issue— A fruit company made payments to a paramilitagaaization - designated a terrorist group by
the US Government - in a South American countryevtiee company had held operations. The comp
argued to have paid the money in order to protescéimployees.

Result— The company faced a criminal complaint for suppg a terrorist organization. The complaint
was settled by the company paying a USD25 millima Other related charges against the company
were filed subsequently by family members of pdapleted and killed by the paramilitary organizati
The plaintiffs argued that the funds paid by theypany made the company complicit in crimes such
extrajudicial killings, torture, crimes against hamity, war crimes and forced disappearance whichew
committed by the paramilitary organization.

For more information, see: tHeusiness and Human Rights Resource Center

any

AS

Risk, Guidance Point and Explanatory Note on Corrupion: to be finalized in close
collaboration with the Anti-Corruption Working Grpu

Risk 6: ...
Corruption is another widespread feature and issueonflict and high risk contexts, often faciliteg

for example the financing of violence and aggrawatgrievances among populations that can fuel

conflict.
Guidance Point #6 ...

Include cross-references to other guidance pdatisare also related to corruption issues.

Explanatory Note:...

Companies are encouraged to:
1. Place particular emphasis on due diligence agaawstuption, by adopting stringent anti-
corruption measures and regulations against finahmisconduct
2. ..
For guidance, see, for instance:

10



3. GOVERNMENT RELATIONS

“Government Relations” refers to interactions bedwthe company and government officials,
agencies and organizations. All companies intexgtt governments in the course of standard
business operations in a variety of ways and atipiellevels, from the local to
municipal/provincial and central government. Thesations address, for example, the granting
of licenses, the payment of taxes, the use of pu@livices, contractual relationships, and
include legitimate public and private lobbying aittes to influence the operating environment
for business. For companies that operate acrasets) government relations include
interactions with both home and host governments.

Opportunities: Constructive government relations in conflict @rage an under-developed area
of responsible business practice. However, exasrgfleompanies engaging with governments
on conflict-related issues and broader governatiaetares suggest that in addition to being
critical to successful risk management and ensuhagthe company ‘does no harm’, when
managed well a company’s government relations calkermrmportant contributions to peace and
sustainable development.

Specifically, through their relations with governmie companies can directly contribute to
peace-building processes. For example, local kssinoalitions may effectively promote the
‘peace dividend’ of a political resolution to a éi@st, and international companies may be able
to draw on political and material resources frorsmle the context. Companies can also
encourage the development of appropriate normstutisns, and governance mechanisms to
address or forestall the economic, political andaarievances that drive conflict. For
example, companies can support transparent andistedde mechanisms to govern the
allocation, transfer and use of water, land ane@mitbsources, or the development and
enforcement of effective labor laws, taxation atiteo business regulation.

In turn, carefully considered government relatioresy be an effective means to avoid actual or
perceived complicity in human rights violationsdpyvernment actors, reducing the risk of
litigation or the company becoming a ‘proxy target community grievances against a
government. In addition to protecting the repwotainf the company, constructive government
relations on particular issues may also improveamyg-government relations in other
operational areas, and translate into a competiil@antage. Further, stronger governance
practices are a central feature of a stable opegratvironment for business and are therefore in
the long-term interests of companies, and a comgegtiroposition for investors.

The most significant risks and impacts relatinge@ernment relations in conflict areas are
included below, with guidance on how they can hdressed:

Risk 1: A companymaywrongly believe itself to be a ‘neutral’ or ‘nondfcal’ actor (termed
the ‘myth of neutrality’), in a conflict area, aadsume that inaction or withdrawal are the only
available courses of action when prompted to engategovernments on conflict-related
issues.

11



Guidance Point #1 Companies should recognize that through thesgmee in a conflict-
affected area they influence the dynamics of therenment and trajectory of a conflict. Whilst
withdrawal may be the only responsible action imsa@ircumstances, a wide range of
opportunities for constructive corporate engageregist in most situations.

Explanatory Note:Through their interactions with government, baibdl and international business can
marshal significant material and political resousct® support political will and government capadity
address, resolve and forestall conflict.

In South Africa, Northern Ireland and Sri Lankae tlocal private sector contributed to peace-buitdin
efforts by:
» providing material support to peace negotiations;
» adopting hiring and workplace policies that cut @ss ethnic or racial divides (e.g. the Sullivan
and MacBride Principles in South Africa and Northéreland, respectively); and
» mobilizing pubic opinion (e.g. a public campaigmdoy a group of trade associations in 2001
encouraged Sri Lankan citizens to speak out omtgency of peace).

Engaging with governments on conflict-related issc@n be more sensitive for international companies
given concerns that their actions may be consideregelcome interventions. However, in a number of
cases international companies have contributedugho

» articulating the shared interest of government dndiness in peace and stability (e.g. convenin
business roundtables or multi-stakeholder confezeram the benefits of human rights observan
and a stable operating environment).

» strengthening local governance capabilities (eugpmorting human rights training of the judiciar
and other branches of the government, and throtigitegjic social investment partnerships with
government actors). Cross-reference: See Guidaond&t R in the strategic stakeholder investme
section

* supporting international best practice in resougm/ernance (i.e. through initiatives that provid
forums for business-government engagement on tsaespy and accountability, such as the
Extractive Industries Transparency Initiative (EIT8ee Annex, ref. XX) and the CEO Water
Mandate (See Annex, ref. XX)).

For guidance see, for instance:
“The Role of Local Business in Peacebuilding” bg Berghof Research Centre for Constructive

Conflict Management; See Annex, ref. XX.
- “How Business Can Encourage Governments to Rillélr Human Rights Obligations”, a Good

O Q
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Practice Note by the UN Global Compact’'s Human Righiorking GroupSee Annex, ref. XX.

Responding to Incidents of Violence

Issue— Silence and/or withdrawal from conflict areagarot the only, nor necessarily the best, ways to
minimize risks.

Approach- In response to the bombing of a community mgetose to its operations in Southern Africa

a company employed a three-fold strategy;

1. Writing a letter of protest to the government, isgua public statement condemning the incident
and calling for a full and public inquiry.

12



2. Re-iterating an offer to train the local authoritysponsible for resolving re-settlement issues tha
were a source of tension.

3. Initiating and co-hosting a multi-stakeholder foram the most effective means of creating the
right business climate for investment without #rer of perceived complicity in human rights
violations, leading to the establishment of a Idd&l Global Compact network.

Result — A government relations strategy which soughtjagénerate political will (i.e. the letter of
protest and public statement) and support strorggeernance capacity (i.e. the offer of re-settleimen
training); (b) address the immediate incident atsddauses; and (c) promote the shared interests of
business and government in peace (i.e. througmtlig-stakeholder forum.)

Risk 2: Human rights violations by government actors mayose the company to liability risks
for direct complicity in violations committed undeternational law. Further, perceptions that a
company is indirectly complicit in, or somehow bfisefrom rights violations may make it a
focus of local tensions and violent action, andnmational attention, negatively impacting its
operations and reputation.

Guidance Point #2 Companies should take all necessary measure®io actual and

perceived complicity in human rights violationsdgvernment actors in relation to all aspects of
the company’s operations. This includes conduassessments of the risk of being complicit,
indirectly or directly, in the illegal use of foread/or gross human rights violations, and the
development of policies, practices and operatignadance on government relations with regard
to, for example, ‘threshold’ risk profiles for disvestment, environmental protection and
natural-resource management, the rights of labdiraigenous peoples, and the use of public
security forces.

For additional guidance on complicity, see also @arice Point 3 in the preceding section on
core businesg-or guidance on the development of appropriate raems governing resource-
use, including Free Prior Informed Consultation@onsent, see Guidance Point 1 in the
following section on local stakeholder engagement.

Explanatory Note:In some situations, the risks of substantive ocgiged corporate complicity in humar
rights violations by governments are greater, sashvhen
» the government is unable or unwilling to
() adhere to international law regarding the use oty and/or
(i) develop or enforce appropriate governance syst@angxample, regarding
the use and transfer of water, land and other rattesources, the distribution of revenues
and respect for indigenous or labor rights.
International sanctions clearly indie these risks, and may set legal limits to
investment or engagement with goveriisar However, the absence of formal
sanctions does not in any way preeltinkse risks.
» government bodies at different levels and in diffierregions are in conflict, or have significantly,
different aims and views,
» there is no identifiable government.

Risks are also greater for companies:
« involved in sectors strategically important to tj@vernment or the conflict (i.e. the security,
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extractive, infrastructure, and telecommunicatisestors, amongst others),

» with significant or sustained interaction with thevernment (e.g. through joint-venture
arrangements) and/or as a large source of tax reege. the risk being that the company is se¢en
as implicitly supporting the government, and sodneing a proxy target),

« that contract or materially support public securftyces.

However, all companies are exposed to governméatekrisks in these areas, regardless of theie siz
sector. For example, employees may be affectéluebffilegal) use of force and/or gross human rgght
violations, requiring company engagement with larahational authorities; a company may usefully
develop policies and operational guidance on thig] similar issues identified through risk assesgme
for example, on providing employees with the lsggiport needed for a fair trial in accordance with
internationally accepted norms.

The risks of complicity are higher in each of #heguations, but in many cases there is also great
potential for government relations to be constreetiincreasingly, the expectations of the inteorzdi
community for companies to conduct their governmgations in a conflict area in light of this asdso
higher. This highlights the need to effectivelgnowunicate with stakeholders about the company’s
approach to government relations.

A number of multi-stakeholder initiatives are betayeloped to respond to complicity concerns ircigipe
industries. For guidance see, for instance:
- The Voluntary Principles for Security and Humant®sg increasingly employed by the extractive
industries,
- The Swiss Initiative on Private Military and SetyiiCompanies, which aims to promote a ‘Global
Code of Conduct for Respect of Human Rights arariational Law’ in the global security
industry; See Annex, ref. XX.
- The Global Network Initiative which aims to protacid advance freedom of expression and
privacy in the Information Communications Techn@sgsector; See Annex, ref. XX.

Risk 3: By engaging in corrupt practices in their relatianith government officials, companies
may expose themselves to the risk of litigationlsthindermining the development and
strengthening of accountable governance mechanifagardless of their propriety, failing to
be sufficiently transparent with other stakeholddyeut commercial and political relations with
government officials may presents risks to the af@ns and reputation of a company.

Guidance Point #3 Companies should develop clear policies and rofmamagement practices
to counteract corrupt relations with governmentcadfs; within legal and commercial
constraints, companies should promote transpangithyhost governments, and be as
transparent as possible with other stakeholderstdhe content and form of government
relations.

Explanatory Note:A lack of transparency may foster the perceptiocooruption and corporate
complicity in abuses and poor governance mechanisrhsough silence and inaction the company risks
being seen as indifferent to a situation or, at stpas benefiting from it, potentially leading te i
operations being politicized and targeted by pariiethe conflict.

Further, companies can bring significant experiiséinancial accounting mechanisms — expertise
through which they may contribute to strengthersingountability mechanisms in weak governance
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zones. In light of commercial constraints, engagetnwith government actors on corruption and

transparency, and communication with stakeholderthat engagement can be most effective through

collective initiatives such as the EITI and locdblal Compact Networks.

For guidance see, for instance:
- The OECD “Anti-Corruption Instruments and the OEGDidelines for Multi-National
Enterprises"; See Annex, ref.XX
- The Global Compact’'s Principle 10 and the undegyinited Nations Convention against
Corruption provide further guidance on how busimsssan work against corruption in all its
forms, including extortion and bribery; See Anmek, XX and XX.

Intra-Government Tensions

Issue— Projects that generate large government revemugg exacerbate tensions between conflicting

parties, for example between different regions cegion and a central government. The risk of a
company becoming a target for these tensions ise®aith a lack of transparency about the termes of
project, however companies often feel their abtlitpe transparent is restricted by legal and comuiaé
considerations.

Approach— Recognizing concerns about the role oil anddmslopment could play in the relationship
between the regional and central government inrdlmb-affected country in the Middle East, a compa

sought conflict-sensitive ways to structure itsesgnents regarding two oil and gas interests wiéh th
regional authority. Prior to entry, the companydemtook due diligence and extensive stakeholder
engagement, both locally and internationally, thagasess the exact nature of the risks posed lbytoan
the projects, and b) identify strategies to mingrtizose risks.

The resulting strategy the company employed indude

1. Requiring the boundaries for one of the projectsdarawn to lie solely within the area under
the recognized control of the regional authority.

2. Negotiating an option for the company to leavept®gect after a set period, to allow the
regional and central governments time to resolvistamding legal and political issues
associated with the creation of production-sharaggeements.

3. Making public the payments made to the regionakguwent to support infrastructure and
capacity building projects in the region.

4. Confirming the mutual commitment of the regionalagoment and the company to transparer
and promoting respect for and compliance with humghts principles, including through the
EITI and the Voluntary Principles on Security andnkain Rights.

Result —A creative strategy developed through extensadeebiblder consultation, and in collaboration
with government actors, that reduced risks to t@pgany through (a) clarifying the content and
structure of relations between the company anemifft government actors, and (b) encouraging
transparency and promotes human rights observance.
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4. LOCAL STAKEHOLDER ENGAGEMENT

Local Stakeholder Engagementefers to the day-to-day consultation and commuiaica
strategies employed by the company for the purpbbeilding ongoing, permanent

relationships with local communities where the campoperates. Local Engagement, which
can be complementary to global stakeholder engagiemeay take place with local

communities, local civil society, international N&Operating locally, and advocacy groups, and
may address a wide array of issues, including coppalicies, core business operations, and
social investment.

Opportunities:

Constructive stakeholder engagement, by the compadyts contractors, establishes a sound
means of communication and builds a relationshipusit with all concerned parties, so as to
position the company as a predictable entity in@text of distrust and violence. By engaging
around issues important to local stakeholdersctimepany demonstrates respect for local actors,
willingness to listen to local people, and genuwoacern for community well-being. Through
early and continued engagement, business has fuetopity to develop a more predictable and
stable working environment (as concerns can beeaddd early on rather than spiraling out of
control) and spend less management time consuntbdagiponding to conflict issues.
Furthermore, through regular, constructive engage:nvéh local stakeholders, companies will
have an opportunity to bring together parties otige potentially in conflict but who may have
common needs. This, in turn, can lead to fostepwgtive relationships between conflicting
groups, reduce the possibility of violent conflahd improve the likelihood of a stable operating
environment. Furthermore, a company can encouragepport the activities of reputable
independent third parties working to build repreagwe governance structures and decision
making processes in local communities. This in ttan improve the quality of engagement
between the company and the community.

The most significant risks and impacts relatingptmal stakeholder engagement in conflict areas
are included below, with guidance on how they camaddressed:

Risk 1: Lack of engagement may increase company costsegodnce-strain. A lack of
ongoing, proactive engagement means that stakalsdidee few options other than to resort to
non-constructive behavior as a way to attract itienWork stoppages, media coverage and
guestions by shareholders can result in a compaerydsng valuable time and resources
responding to conflict.

Guidance Point #1. Companies should establish strategic and rigor@kekolder engagement

mechanisms across company and contractor operatiaenonstrate that the company is
accessible and accountable.
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Explanatory Note:The company should develop a proactive and corsiositive stakeholder
engagement strategy, approved and directed by coynpenagement, including establishing key
performance indicators for engagement practiceg Jilakeholder engagement strategy should be
operationalized throughout all company departmemts company’s contractors.

Companies are encouraged to:

1. Ensure proactive and inclusive community consutatieferencing current international
standards on Free Prior Informed Consultation omSent, to attain meaningful and substantiv
community input into company decisions that imtaem.

2. Implement formal and transparent communication pchges, including publication of meeting
minutes and a registry for commitments made bygdhnepany.

3. Develop a formal grievance procedure agreed updh stiakeholders, taking into account
different approaches to grievance based concerdseminally induced violence.

4. Invest in front-line conflict management capacitydtaff and management to professionalize
around the issues of conflict resolution, consefsulsling, and facilitating community meetings.

5. Support capacity building of local stakeholdergha ability to genuinely be part of decision-
making role, including the involvement of civil isbg.

6. Ensure that all policies affecting local stakehailéhiring, compensation, security, etc.) are
viewed through a ‘conflict lens’ which would cor&idvhether the policies increase the likelihopd
of conflict or the likelihood of stability/peace.

7. Utilize conflict analysis tools to understand thgpiacts of stakeholder engagement activities that
increase, or decrease the likelihood for conflict

0]

For guidance, see for instance:

» Reference International Finance Corporation’s Penfiance Standards on Social and
Environmental Sustainabilit,

* Reference UN Special Representative on businesswuamdn rights reports http://www.business
humanrights.org/SpecialRepPortal/Home,

* Reference "Stakeholder Engagement: A Good Praktarelbook for Companies Doing Business
in Emerging Markets." http://www.odi.org.uk/resoes/download/1436.pdf

* ReferencéGetting it Right: Making Corporate-Community Retas Work” Mary B. Anderson
and Luc Zandvliet, CDA, Collaborative Learning R¥cj

Risk 2: Company actions may exacerbate inter- and intnarconity tensions and increase the
likelihood of violence directed at company. Takagarrow approach to stakeholder
engagement, for example excluding local civil shgieommunity leaders and armed groups, or
engaging with the “wrong” leadership may lead tefircommunity conflict, by making people
feel that they need to compete for access to coyngacision makers and company benefits. For
example, dealing with one party to the conflict banperceived by its adversaries as siding with
that group and can make corporate operations attegviolence. At the same time, conferring
legitimacy to those involved with the conflict maypose the company to the risk of extortion,
rewarding violence or becoming complicit to humeyhts abuses.

Guidance Point #2: In the context of existing inter- and intra-groepgion, take a broad,
inclusive and legal approach towards stakeholdgagement.
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Explanatory Note:Develop an inclusive and participatory engageméngtegy with broad, rather
than narrow representation of the community.

1. Ensure that “official” or elected representativesjey broad support among their
constituency Take collective action in stakehoktegagement.

2. Use multiple venues for engagement; informal spavents or festivals, formal meetings with
official representative, public meetings, advisboard of informal leaders, etc. Make sure
that some venues are public so that all people laaeess to the same information.

3. Perform in depth stakeholder mappings to understaogitions and interests of each group
within the context, and to develop a strategy gfagiement for each group.

4. Take a cautious approach to engaging with crimmaarmed groups, recognizing that in
some cases talking to aggrieved parties can aikercises of due diligence to accurately
understand the conflict context. However engagiitly @riminal or armed groups at a
business level exposes company to allegationsizeéryr corruption and illegality because
transparent contractual relationships are difficuftnot impossible.

5. Reference current international laws and standdotgguidance on financial transactions
regarding interactions with groups listed on intational terrorist lists.Take a broad and
inclusive approach to providing opportunities, sashjobs, in the community. Ensure that
job programs that integrate ex-combatants intoltdtal economy do not create competition
for benefits with local stakeholders who chosestoain out of the conflict.

For guidance on stakeholder engagement, see ftarins:
* International Alert’'s Conflict-Sensitive Businegsétice: Guidance for Extractive Industries;
Flashpoint 6: Dealing with Armed Groups
+ |FC. "Stakeholder Engagement: A Good Practice Harddofor Companies: Doing Business
in Emerging Markets." http://www.odi.org.uk/resoesédownload/1436.pdf
* CDA Collaborative Learning Project — Corporate Emgganent Project. Stakeholder
Consultation Issue Paper.
http://www.cdainc.com/cdawww/pdf/issue/issue_pagtakeholder_consultation_november|
2004_Pdf.pdf

Risk 3: International attention to business activitiesamflict areas may increase a company’s
reputational risks. When the community does nethaccess to the company to constructively
address small scale grievances and concerns, thigatty misses an opportunity to relationship-
build and gain local support, creating a spacetasiders (advocacy groups, politicians,
criminal elements) to gather popular support agahescompany, cause an unstable working
environment, and generate negative internatioredgr

Guidance point #3 Companies should engage proactively with civdisty, NGOs,
international organizations and advocacy groupestablish an independent and informed third

party.

Explanatory Note:Companies should develop an inclusive and parttoiggengagement strategy with
broad, rather than narrow representation of localicsociety.
Companies are encouraged to:

1. Take collective action in stakeholder engagementkWith Local Global Compact Network tg
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contribute to local solutions.
2. Engage with independent and informed third paréieg way to communicate company’s
business principles, values, and commitment to UNd& Compact Principles.

For guidance, see for instance:
» Extractive Industry Transparency Initiative, htfpifransparency.org/
* CSR Europe. “Proactive Stakeholder Engagement: @firal Guide for Companies and
Stakeholders.” http://www.csreurope.org/data/fiteslbox/Stakeholder_engagement.pdf

* Business for Social Responsibility (BSR). “Guid&mgaging with NGOs.”
http://commdev.org/files/1922_file BSR_Guide_to dfngy_ NGOs.pdf

Risk 4: Poor, insufficient or late engagement may heiglstsurity risks for business activities.
Taking an outcome-focused approach towards engagenaéher than a participatory and
inclusive process, may cause people to feel tegt lave not been consulted on matters that
affect their lives. An increase in tensions betwdencompany and community can escalate into
obstructive behavior against the company, andviiost case, a shutdown of business activities.

Guidance Point #4:Companies should incentivize and reinforce constre& peaceful
company-community engagement.

Explanatory Note:In a view to approaching communities as partnergrigventing and managing
conflict, rather than approaching them as a risktéa, companies are encouraged to:

1. Identify and legitimize constructive leaders whe@zhte a non-violent approach.

2. Focus on engagement as a transparent, open andrapmonsultative” process aimed at
meeting both stakeholders’ and company’s need®&dadof viewing it as a “negotiated”
process.

3. Clearly define, with stakeholders, goals, desirattomes, and mutual expectations
regarding communication, relationship building, am$pectful engagement.

4, Recognize the importance of non-tangibles likedingj trust, respect and a sense of

neighborliness are as important as material berdfie company may have to contribute.

For guidance on constructive engagement, see famnce:
* Reference Getting it Right: Making Corporate-ComityuRelations Work” Mary B. Anderson
and Luc Zandvliet, CDA, Collaborative Learning Rrci

Oil Operations

Issue— Companies operating amidst conflict often seenconities as a risk to their operations. They
therefore seek to minimize contact with such conitiearas a risk-mitigation strategy.

Approach— Recognizing that a strategy of company isolatvonld increase risks to the company’s
project, a company in Latin America actively soughys to maximize contact with local communities|to
a) be better informed about the exact nature ofifies and threats to corporate activities and b the
reputation the company has within the communitg ageans to minimize risk, both through the inflgenc
communities may have over illegal armed groupsh(lgoierilla groups and paramilitary groups), as well
as by being informed or warned by the communityitipossible threats. Several of the community
engagement strategies that the company employed are
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1. Knowledge and awareness of the political operagngironment by employing experienced
community affairs staff and working closely wite tommunity.

2. Knowledge and understanding of the direct and ixtiimpacts of corporate activities,
including security, economic, cultural, and sodiapacts.
3. Senior Management of the company being entirel l@nabling, in this context, an

alignment of the personal values of its staff iligh business objectives of the company.

Result- Stakeholder focused management systems andcarteoh effort to be part of the community
provides the company with the social capital that become fundamental to operating successfully i
conflict area.

—

5. STRATEGIC SOCIAL INVESTMENT

Strategic Social Investment refers to the voluntangd sometimes legally mandated,
contributions by companies to help local commusitiad broader societies where they operate
address their development priorities and take adggnof socioeconomic opportunities created
by private investment, in ways that are sustainahtibare aligned with strategic business
objectives. Social investment does not includeussgs spent on core business activities such as
local hiring, contracting, waste management, od lemmpensation, but core business activities
can be leveraged in a socially beneficial way tmplment social investment activities.

Opportunities: Companies, no matter the size, may have the opptyrto optimize their
resources spent to deliver long-lasting, positimgact programs that benefit local and regional
communities, when social investment is strategicaiigned with core business activities. With
proactive community consultation and strategic piag, any social investment projects that the
company chooses to undertake can help to mitigatéended negative impacts related to
resource transfer in conflict-affected or high réskas. Doing so ensures that social investment
leaves a positive legacy that produces sustairaiddong-term benefits, serves as a means to
bring conflicting groups together rather than exbate existing tensions and divisions, and
helps to gain support among local community forifess activities located in areas of high risk
and international critique.

The most significant risks relating to social invesnt in conflict areas are identified below,
with guidance on how they can be addressed:

Risk 1. Increase in existing tensions over resourceidigion may jeopardize security of core
business operations. The manner in which beref#slistributed can feed into inter-group
jealousyand increase fragmentation of societies by creativigions between classes of “haves”
and “have-nots” fuelling competition for resourcBsse in inter- and intra-community, and
company-community tensions can potentially creat#lictive situations that may jeopardize
the security of company’s business activities.
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Guidance Point #1: Companies should have strategic social investniiatis built on existing
capacities and that is a component of, not a dubstior, day-to-day local stakeholder
engagement and consultation.

Explanatory Note:Companies should utilize ongoing stakeholder engege as a method to inform
design and development of social investment pojaatonflict areas.
Companies are encouraged to:

1. Leverage on-going engagement activities to defieddcal definition of “fair benefits
distribution” in a context of conflict or tension.

2. Ensure, to the extent possible, that benefits ateilouted across communities, not only to
“host” communities, so as not to exacerbate tensioncompetition between rival
communities.

3. Decrease “incentives” for local groups to behaveairiolent manner in obtaining company
resources and projects.

For guidance on leveraging engagement for socia&tment, see for instance:

* Reference “Getting it Right: Making Corporate-Comity Relations Work” Mary B.
Anderson and Luc Zandvliet, CDA, Collaborative lreag Project.

Risk 2: Failing to implement a strategic social investin@an can cause a waste of company
resources. Social investment projects that aralngpted with core business strategy and
competencies can cause the company to undertakéi@stin which it has limited expertise and
knowledge, increasing expenditures on social imaest and reducing likelihood of success,
thus increasing frustrations and tensions in condiettings.

Guidance Point #2: Companies should employ the same rigor in devetppatial investment
strategies as other aspects of business operations.

Explanatory Note:Companies should execute a planned (not ad-heestment strategy that takes
into account issues around resource transfer irei@tened-risk zone, with clear and measurable
indicators that account for impacts of social inveent on the likelihood of increasing or decreasing
conflict.

Companies are encouraged to:

1. Clearly define objectives that are linked to thaftiot-specific business case and link the
strategy to other company processes.

2. Take a tri-partite approach that builds on sharedremon goals and involves the active
participation and commitment of both local commiesiand the government, not providing
free social services, ensuring that social invesinigestrengthening local capacity rather than
substituting for government.

3. Employ existing standards and guidance on sociastment, such as Principles for
Responsible Social Investment (PRSI), which previgédance to companies and funding
institutions that advance the scalability and imipaicsocial investment in relation to the
betterment of societies.

For guidance, see for instance:

* Reference IPIECA — Guide to Successful, Sustairgdteal Investment for the Oil & Gas
Industry, 2008.
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http://www.ipieca.org/activities/social/downloadshgications/SociallnvestmentGuide. pdf
* Reference IFC - Good Practice Handbook and Prirspin Strategic Community Investment

Risk 3: Failing to achieve long-term impacts on commugigustainable development may
reduce a company’s return on (social) investméntommunities are not involved in the
identification and development of projects or feelownership, Sl efforts will have no long-
term impacts, and yield little goodwill for the cpamy, limiting the benefit of maintaining the
company’s strategic operating environment. In aextrof violence, this may increase the
perception that the company does not care abouwatimenunity and is a ready target for
obstructive action.

Guidance Point #3 Companies should implement strategic socialstment as an independent
activity, separate from company's obligations tdgate or compensate for its operations’
impacts.

Explanatory Note: Social investment should be viewed as a complement to, not a substitute for, a
conflict-sensitive approach to company’s core business operations.
Companies are encouraged to:
1. Ensure that social investment strategy is desigmednd the specific local context, taking int
account aspects of conflict and high-risk operagion
2. Develop risk mitigation strategies and policiestthpecifically address social investment
programmatic impacts.
3. Demonstrate transparency, equity, and fairnesseicigsion making processes so as not to
increase perceptions of corruption, favoritism,competition in a conflict-affected or high rish
area.

O

For guidance, see for instance:
* Reference Sustainable Business and Peace: A ResBaok on Corporate Responsibility for
Small and Medium Enterprises
http://www.unglobalcompact.org/docs/issues_doc/Beand_Business/Sustaining_Business| an

d_Peace.pdf

Risk 4: Undermining government’s role in providing basevices and lack of exit strategy may
place greater resource demands and expectatidmssamess. A company-driven social
investment approach undertaken in isolation froengbvernment can substitute for government
responsibilities, undermine government’s legitimacihe eyes of its constituencies, place
greater expectations on the company and free ugynibrat could be used for warfare.
Unsustainable projects - especially the provisibfiee services in conflict-affected or high risk
areas- can, over time, become a perceived entitiefoelocal stakeholders, creating recurrent
expenditures for the company.

Guidance Point #4: Companies should ensure that social investmenégiopre sustainable in

a conflict-affected or high risk context and nqtleeing services which should be provided by
the government.
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Explanatory Note:Companies should design all social investment, attanthe project time frame, wit
a clear exit strategy, accounting for a communaydi-over plan, no free service provision, and
continued activity plan without financial input frothe company.

Companies are encouraged to:

1. Take into consideration long term impacts of socigéstment strategy as a method to gal
sustainability of projects.

2. Define how social investment projects will conttidto the company’s strategy of managir
its impacts on local communities and support sustiasie development.

3. Ensure that social investment effdotsld on, rather than replaces, existing capacities

4. Work directly with the National and Local Governmtmensure that social investment

strategies are in line with regional and local coomity development plans.

5. Develop an exit strategy in conjunction with locammunities, local civil society, and local

and national government, to ensure that social shiwent projects are successfully hande
off and taken over by local and national government

For guidance on strategic social investment, se@nfiance:
* Reference IPIECA — Guide to Successful, Sustairi&dateal Investment for the Oil & Gas
Industry, 2008.
http://lwww.ipieca.org/activities/social/downloadslgications/SociallnvestmentGuide.pdf
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Oil Operations

Issue— Violence between communities (with the riskegbming a company-community conflict) over
employment, contracts and community projects durmgementation of a major oil and gas project.

Approach- In Africa, all communities knew that an exclediocus on the most apparent and nearby
community would lead to further violent conflicstigated by those left out. Instead, the company
brought in an independent mediator to negotiateadiit distribution agreement between all
communities based on 1) population size, 2) anakestynership, and 3) disruption they would
experience during construction due to proximitygbdteations took place at three levels: 1) considiat
with traditional rulers, 2) establishing principled final negotiations with three dominant commiesit
and 3) final negotiations with all stakeholdersluding all communities, the company, government
representatives and contractors.

Result— The project was implemented without any corlfigdtveen communities or with the company.

The project was completed with zero down days @lgéernmunity unrest.
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