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STATEMENT ON SOMO REPORT (July 2009)

Our investment in Tullow Oil

As the report states, the AEGON Ethical Equity Fund has an investment in Tullow Oil, a UK-registered company with operations across sub-Saharan Africa. This Fund specifically excludes investments in companies that:

· operate in countries with poor human rights records

· and have no established policies on human rights issues. 

Tullow Oil has grown rapidly over the past five years primarily through the development of its interests in sub-Saharan Africa. Inevitably, this growth has brought new environmental, social and governance challenges. Tullow Oil openly recognizes these challenges, which have been the subject of dialogue between AEGON and management at the company. 

AEGON is aware of the challenges Tullow Oil faces in many countries in sub-Saharan Africa, but believes the company has systems and policies in place to protect human rights at its operations:
· Tullow Oil is a member of the International Association of Oil & Gas Producers and a responder to the Carbon Disclosure Project. 

· The company provides regular data externally on its environmental and safety performances.

· Tullow Oil has a human rights policy which forms part of its employee handbook.

· In 2007, an external assessment carried out at the company’s operations identified no human rights violations.

· Tullow Oil’s 2007 CSR Report provides evidence that it reviews security across the company’s operations. 

Equatorial Guinea

As the report states, Tullow Oil currently has a 14.25% stake in the Okume Complex and the Ceiba field in Equatorial Guinea. It is important to note, however, that Tullow Oil is not the operator of either of these facilities. In both cases, the operator is a US-based company, Hess Corporation. With regard to human rights, Hess adheres to the United Nations’ Universal Declaration of Human Rights. The company is also a signatory to the Voluntary Principles on Security and Human Rights and the Extractives Industry Transparency Initiative. AEGON believes that Hess’ relatively advanced CSR position, combined with the fact that both Okume and Ceiba are located offshore, significantly reduces the human rights risks that these operations face. 
Democratic Republic of Congo

Tullow Oil has an interest in two exploration blocks located in the north-east of the DRC. However, operations have not yet started. Indeed, for the moment, the status of Tullow Oil’s project remains unclear. The company openly recognizes the potential difficulties of operating in the DRC. As an investor, AEGON is monitoring the situation carefully and will review its position if and when Tullow Oil decides to begin operations. 

Contributions to political campaigns

1. Political Action Committees

Like many other companies in the United States, AEGON has a Political Action Committee, or PAC. These PACs operate under the rules of the US Federal Election Commission. AEGON believes the PAC plays an important role in providing employees a way to become involved in the political process.
The PAC brings together personal, voluntary contributions from employees across the organization. These contributions are pooled to support Republican and Democratic candidates for both federal and state legislative offices. Contributions are made freely. All those employees defined as able to do so by the Federal Election Commission may participate. No eligible employee is excluded. In 2008, the AEGON USA PAC made contributions of $170,747. This amount includes money given to trade association PACs. 

It should be noted that campaign finance laws in the United States prohibit companies from making direct contributions to federal and some state candidates. AEGON is also prohibited from making contributions to the PAC. Therefore, money donated by the PAC comes from personal, voluntary employee contributions only. 

As stated in the report, AEGON’s Socially Responsible Investment (SRI) funds in the United Kingdom screen out companies that donate above a certain amount to political organizations. However, this refers to company donations only. It does not – and cannot – refer to contributions made by a company’s employees. 

2. Contributions outside the PAC

In addition to the PAC, AEGON employees are of course free to make political donations of their own. AEGON regards this as a legitimate part of the democratic process. It is, indeed, a right guaranteed by the US Supreme Court. These donations, however, are a matter of personal, political conscience. No such donations are made on behalf of the company.  

3. Governance

AEGON USA’s Political Action Committee operates within clearly-defined governance guidelines. Its Board of Directors includes Patrick S. Baird, CEO of AEGON USA, and several other senior executives. The PAC’s stated mission is to support candidates of both parties who are in a position to advocate proposals that recognize the company’s business interests. 

When deciding which candidates to support, the Board of Directors takes into account a number of strict criteria. These include: 

· The candidate’s voting record and position on issues affecting the insurance industry and business environment generally;

· The candidate’s chance of winning the election, as well as the impact of any contribution;
· Whether the candidate is in a position to support AEGON’s stance on important issues, including whether the candidate represents a state in which AEGON has a presence; the legislative committees on which the candidate serves; and whether the candidate holds a leadership or policy making position; 
· The integrity and character of the candidate. 
In addition, the US system of political action committees and lobbying is extremely transparent. Like other companies, AEGON is required to report PAC activities regularly to the Federal Election Commission. The Commission then posts details on its website. Similarly, AEGON files regular reports on lobbying activities to the House of Representatives and Senate ethics committees. These reports provide details on amounts spent on lobbying activities, including consultants’ fees, office rent, trade association dues etc. This report, of course, is publicly available. 

