The Narrative Report 

to Global Greengrants Fund on the Grant  # 02-304
for the period April 2003 - July 2004.
The project is directed for work with the international financial institutions considering an opportunity of crediting of  the "Sakhalin - 2" project phase 2, and with potential buyers of the liquefied natural gas of the  "Sakhalin - 2" project in the  Asian - Pacific region countries. 
Within the framework of the project the following work was done:
I. From April, 27 till May, 13 D. Lisitsyn and N. Barannikova participated in EBRD Annual meetings and also in a seminar on interaction of the public and the International financial institutions, organized CEE “Bankwatch Network”. Both actions were conducted in Tashkent, Uzbekistan. 

We participated in general (together with others NGOs) meetings with Department of Natural Resources, Environment Department, Evaluation Department, in a meeting on Independent Recourse Mechanism, in a meeting on an information policy, in reception for NGOs and also in meetings with the EBRD President and Board of Directors. Also we have carried out some personal meetings with Alisteir Clark (the chief of Environment Department) and with the independent political adviser of bank for Russia Alan Russo who plays the big role in an evaluation of the first phase of the project and also in preparation of the Bank decision  on the second phase. 

Besides, together with Bankwatch we participated in informal meetings with EBRD Executive Directors from Japan, Belgium, Netherlands, Germany, the Great Britain, USA. After general meeting of NGOs with directors we distributed the Common Demands to Sakhalin-2 project
 among Directors from Italy, EU, Spain, France. Also after the general meeting with President Jean Lemierre the Common Demands was personally handed to him. Also, we were on official presentation of Russia and have raised there a question about  Sakhalin – 2 project. 

At all meetings we told about environmental problems of the Sakhalin – 2 project, about the unprofitable conditions of PSA (production sharing agreement), inadequate benefit to local population, danger of the second phase of the project, about courts of Sakhalin Energy (operator of Sakhalin-2 project) with the State bodies. Also at all meetings we represented the Common Demands of 50 NGOs to Sakhalin-2 project.

We offered to EBRD do not finance the second phase of the project until the project will not be advanced according to NGO’s Demands and until the EBRD will not carry out an evaluation of the first phase of the project with participation of independent experts, NGOs and local population.

Results of all meetings became that bankers have undertaken obligations to meet us and others NGOs and local population during their visit to Sakhalin in June - July within the framework of an evaluation of the first and the second phases of the Sakhalin-2  project. All bankers have very closely considered the Common Demands and they will take them into account at decision making about financing of Sakhalin-2 project. As a whole, we managed to lift concerns of the European Bank concerning the Sakhalin–2 project phase 2. Due to our work, the Environment Department of bank has put forward a lot of new questions to the Sakhalin Energy company on ecological aspects of the project and has requested the big volume of the additional information for decision making about conformity of the project to all criteria and requirements of bank. 
II. In June and July we have carried out a number of meetings with representatives of the European Bank of Reconstruction and Development during their visit to Yuzhno-Sakhalinsk. At all meetings we told about dangers of the second phase of Sakhalin – 2 project in more detail, and also have given bankers translations into the English of such important reports, as about results of inspection of Auditing Chamber of the Russian Federation of the Sakhalin – 2 project in 1999 and 2000, about fishery value of Aniva Bay, a selection of critiques about PSA (production sharing agreement),  translations of courts decisions of the state bodies with Sakhalin Energy. We also have invited representatives of others 9 Sakhalin NGOs to one of meetings with representatives of bank. This meeting was very useful since the bank could hear about problems of the project not only from us, but also from other organizations, including from representatives of indigenous peoples.


III. In July D.Lisitsyn has carried out a week in Japan under invitation of «Friends of the Earth - Japan», where a number of meetings with representatives of the Japanese government, parliament, the Japanese bank for international cooperation (JBIC), and also with the public and press were organized. At all meetings Lisitsyn told about the Common Demands of 50 NGOs and also he have prepared and distributed the evaluation of violations of the Russian legislation by Sakhalin-2 project. The post-graduate student of the Colombian university and the author of recently left big monography about the Russian Far East  Josh Newell also took part in all meetings and he told  about ecological and economic problems and threats of oil extracting offshore Sakhalin Island.


 IV. From September, 13 till October, 2 two representatives of our organization D. Lisitsyn and N. Barannikova have taken part in the trip organized by Pacific Environment to France (Paris), Netherlands (Amsterdam), the Great Britain (London).  The report about this trip in English is applied to this report.  
The general result of all our work with banks in 2003, and in particular with EBRD, became that EBRD has considerably postponed acceptance of the final decision on distribution of the loan for the Sakhalin-2 project and now EBRD negotiates with «Sakhalin Energy» for the decision of some complex ecological questions, such, for example, as safety of underground pipelines for an environment, the background information on fish resources, questions of preparation to oil spills etc. As a whole concerns of banks by environmental problems of Sakhalin-2 project was lifted highly and quite good chances have appeared that banks will raise the requirements to the project and thus, will make its more safe. 
V. Between October 28 and November 4, 2003, Dmitry Lisitsyn traveled to Washington DC to participate in a Capitol Hill briefing and associated meetings on the Sakhalin II project.  The primary purpose of the meetings were to encourage the expression of concern about Sakhalin II by Members of Congress and agency staff to Exim Bank and EBRD. 

The anchor event was a briefing on Capitol Hill hosted by the U.S. House Oceans Caucus.  The House Oceans Caucus is a bi-partisan ad-hoc committee of Members of Congress that are concerned about the health of oceans.  The briefing was organized by GLOBE USA, with additional financial and logistical support provided by WWF, Pacific Environment, and Sakhalin Environment Watch.  

Invited presenters at the House Oceans Caucus briefing included Dmitry Lisitsyn, Chairman of SEW, Dr. Bob Brownell, leading expert on the Western Pacific Gray Whale with the U.S. National Oceanic and Atmospheric Administration (NOAA), and Dr. Keith Kozloff, a Senior Environmental Advisor with the US Department of Treasury, and a representative from Shell.  In addition to the briefing, the House Oceans Caucus recently sent a letter of concern to the U.S. Export-Import Bank on the Sakhalin II project (to be attached).

Although representatives from Shell had been invited by phone three weeks prior, and by fax two weeks prior, the company chose not to participate.  A consultant to Shell was in attendance to listen to the briefing, but declined to introduce himself.  Given the stature of an invitation from the House Oceans Caucus, Shell’s decision to not participate can be viewed as a sign of weakness and vulnerability of the company on Sakhalin II.

Dmitry also presented at a separate off-the-record meeting with agency staff who will in some way perform due diligence on Sakhalin II to inform the decision of Exim Bank and the U.S. vote at EBRD.  Staff represented Departments of State, Treasury, USAID, EPA, NOAA, and Exim Bank.  

Press interviews were conducted with Washington Publisher Magazine and US News and World Report.  It is hoped that stories will be forthcoming.

Dmitry also met separately with the staffs of several Members of Congress, including Representatives Kirk, Lowey, and Greenwood, and Senators Leahy, Kerry, Wyden, Lautenberg, Feinstein.  Possibilities with Members of Congress include a joint Congressional letter to Exim Bank asking that it not support Sakhalin II.

The general results of the trip: House Ocean Caucus has much more deeply penetrated into problems of the Sakhalin-2 project  and has occupied more hard position on maintenance of ecological safety of the project. A number of letters to Shell and Exim Bank were prepared with requirements of improvement of the project prior to the beginning of its realization. The government of USA has made the decision to delegate its representatives to Sakhalin for clearing a situation on a place. «Sakhalin Watch» assists in the organization of this trip. 

VI. In November 2003г. under invitation CEE Bankwatch Network Dmitry Lisitsyn participated in an annual meeting of this organization. A mainstream of activity that NGO - increase of safety of industrial projects through work with the international financial institutions. The significant part of time at this meeting was devoted to discussion of problems of the Sakhalin-2 project  and development of joint actions on the near future with involving new nature protection groups.

VII. During 14 – 24 of April Dmitry Lisitsyn participated in a series of actions within the framework of the Annual meeting of the European bank for reconstruction and development in London. Directly meeting passed April, 18-20, in the rest of the time additional actions were carried out - a seminar on preparation for participation in the Annual meeting at office of “Friends of the Earth UK” and strategic planning, demonstration in front of the main office of the EBRD and the subsequent press conference, some meetings with members of the British parliament. Besides the official schedule of the EBRD Annual meeting the  work with bankers also included a number of informal meetings and negotiations, and also the action on distribution of leaflets on a formal reception of the EBRD in the British museum.  

As a whole all work with bankers had a goal  to strengthen their cautious relation to possible financing of the Sakhalin-2 project, to inform up to them the latest information on a situation under the project which justifies all earlier stated fears, to increase concern of bank by possible ecological consequences of its involving in financing of Sakhalin-2 project phase 2.  

Quite good results were achieved: moving of the project through all stages of decision making by bank is essentially postponed. The final word in distribution of the loan belongs to Board of Directors of bank. If in Tashkent, at the last EBRD Annual meeting (in May, 2003) representatives of Bank declared that the Board of directors plans to make the final decision on distribution of the loan at the end of 2003, during a series of our meetings with bankers in September, 2003 they asserted that the decision will be accepted in March, 2004, then at the Annual meeting of 2004 the earliest date when the decision can be accepted, referred to as the beginning of 2005. For the first time for all history of the EBRD the president of bank Jean Lemierre at final press conference in the official statement has told that the bank is not satisfied with a present condition of the Sakhalin-2 project,  that there are many questions to the project and very big work on its reduction conformity with all requirements of the EBRD is necessary still. Among other things, our work at the Annual meeting in London had a good covering in press - one of the largest newspapers of England «Daily Telegraph» has published big article about Sakhalin, EBRD and gray whales on results of press conference, and also the own magazine of the EBRD, issuing during the Annual meeting, has published the big critical material about support of EBRD of Sakhalin-2 project.

VII. Participation in Shell AGM.

On 28 of June of 2004 Shell AGM was conducted in London (UK) and in Den Haag (Netherlands). Before it from 21st of June “Friends of the Earth UK” presented Other Shell Report “Behind the Shine” and invited representatives of NGO from Durban (South Africa), Nigeria, Norco (Louisiana, USA), Port-Arthur (Texas, USA) and us, to present our concerns about Sakhalin-II project, leaded by Shell. In this report there were articles about Shell’s activities all over the world and negative impact of them in other countries. During our visit we took part in press-conference, Parliament Reception with 77 Members of Parliament, Investor Meeting and planned our future joint work with all other NGOs, working with Shell. As a result in the most popular newspapers “Guardians”, “Morning star”, “Metro” there were several articles about existing and potential negative environment impact of Shell’s activities on the nature and on society of different countries.


After all NGO’s meetings in London representative of our organization went to Holland to take part in Shell AGM in Den Haag, where were represented our fears about Shell work on the Island and asked two questions about high world standards, which Shell doesn’t want to use on Sakhalin, about Western Gray Whales and damage for fishery.  In the same time similar questions were asked to London’s Board of Directors of Shell. Answers were very general, but media and shareholders were interested in NGO’s questions especially in the light of last news with Shell oil and gas reserves. After AGM in Den Haag we met with members of Labour and Social parties, representative of Ministry of Foreign Affairs and journalist of “Financial times”, where Friends of the Earth of Netherlands an our representative told last news of the Sakhalin-II project and our concerns about it. 


The work with Politic Parties and other NGOs from all countries where Shell conducts it oil and gas extracting activities will be continued in future. 

� Statement of Common Demands by Environmental NGOs regarding the Sakhalin-1 and Sakhalin-2 Oil and Gas Projects, January 08, 2003








