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more plays that in turn generated over 100 oil fields currently on production, with more to
come. All that massive oil in place present in Oman that we are working has been found
by 'explor‘ationv-——it is pure organic exploration success. We are replicating that capabﬂity
and success across the world. -

| Allow me to sum up. We have an exploration st:ratégy that makes sense, supporting
both production and the gfowth in the heartlands, as well as in the new positions. ‘We have
a track record we can be proud of and a portfolio we know how to unlock. A nice examj:ile
to illustrate that is deepwatar.' Walter already m_cnt.ionvt.’.d ourleadership position in that.
We pioneered deepwater exploration in the Gulf of Mexico in the 1980s. We leamned the
ropes, built up the skills and deveiopcd the technology. We take that capability and.
leverage it acroés and into northwest European Atlantic mafgin, into deepwater Nigeria,
into Brazil and into the basins of northwest Borneo. .

Now iﬁ this century we are taking it a step further. We are building our positions in
undrilléd frontier basins, such as Morocco deepwater and the ultra deépwater in the Nile
délta, and at the moment we are finalizing the negotiations on the terms of a large
deepwater acreage tract in Tanzania. This position together with our heartlands will
deliver a sustained stream of new production to Sheli from exploration.

Thank you very much. I will hand bvcr to John Darley, who will talk about

technology. .
EP STRATEGY-—TECHNICAL EXGELI ENCE

MR. JOHN DARLEY, Director, Global Exploration and Production Technology: Than];
you, Maithias. Good mofning, ladies and gentlemen. In the next few minutes I would like
to explain how technology adds value to the EP portfolio and how our technology strategy
adds value to the short ana the medium, and positions us for.the longer term. Our targets
are very clear: to drive down unit costs both in operating and capitél investment; to grow. :

opportunities for production; to look at new ways to leverage the assets in our heartlands,
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and I will come back to that; to maximize the ultimate recovery, and we heard examples of
'h0w recoveries over time continue to grow through new technology; and finally to posmon
us for the longer term, because we are looking outwards parncularly in R&D, at the _
technologies we will need five or 10—p1us years out. _

I do not have time this momning to cover the full spectrum of our technology, so I
will focus on three areas. I will look at well technology apd why we give that focus. will
look at imaging the subsurface and how that génerates opportunities to‘defer some of the

declines we see in mature fields; and I will look at the integration, particvularly n _the

concept of smart ﬁé]ds, and show how eaph of these elements add value to the portfolio.

Let's start with the well arena. Why do we look at well technology and why is this .
important to us? Of that $7 billion to $8- billion annual investment we make in capit_al
spend, something like 25 percent to 30 percent finds its way back into drilling and
completmn of wells. On the left-hand sxde of the chart you can see the performance in thc
.Gulf of Mexico in driving down the time to complete or finalize the drilling phase the .
complpte subsea wells, taken at the period from 70 to 80 days down to about 20 days. The

~ significance of this is very clear. An offshore drillinvg rig in the deepwater Gplf of Mexico

will cost anything upwards of $100, OOO a day. The ablhty to drive down completion times
and therefore costs of the.se wells i is mst:mmental in maximizing the volume

On the other side of the chart you see an examplef, of productivity improvement in
well design. This is talking about big bore wells. We look both at the well boré itself as
well as the completion technology in the resefvo_ir. This example showé production of
70,000 barxels a day from this technology during 2002. Some of these techniques vse-our
proprietary invention of expandable tﬁbular technology, which you may have seen in the _
press. This allows us to run pipe in the bore hole and expand it in situ.

Last ycar we sﬁccessfully demonstrated what we call the monoDiameter well-. The

monoDiameter well has the capability to run from top to bottom a uniform diameter well
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bore. This is a major breakthrough in well design. Traditionally wells are drilled with a
very large surface pipe that concertinas down to a very small size. That approach in itself
is somewhat 1s somewhat inefficient in terms of the large pipe at the surface leading to only
a very small conduit at the total depth: The monoDiémcter concept, the ability to run top- |
‘to-bottom expandable and sequentially expandable tubular pipes, allows us to achieve both
more productivity from the well and a significant cost reduétjon in that we remove a lot of
the weight constraints of drilling wells, and are able particularly in dcepwatér to use
“generation III ﬁgs at pcrbaps. a cost of $60,000 a day instead of a gqneration Vrigupto
$200,000 a day. Again that cost is coming from efficiency improvement. This
. monoDiametér technology is proprietary from ourselves. It has been liqénsed andIWOrked.
in joint ventures as part of our technology strategy to bring the technology to our own asset
base very quickly. | .
| The speed of deployment of téchnology forusisa key differentiator. Across the
full spectrum of teclmologies._ we cannot ha{ve the same focus, but we can identify we really
“need to be the Jead player. We have identified four techhbl‘ogi.e.s. One we call 4D seismic
technology, the ability to understand in the reservoir the oil and gas displacement process .
or recovery process in the subsurface. The technology of under-balanced drilling, which is
not a Shel]_technology but one we récognized and be]ievcd would add a lot of value to-a
special focused implementation approach. 1 have mentioned cxpandablve technology
already, and the wholé arena of smart wells. | |
Our focus here is to take teams able to take learning frofn one side of the world to
the other. Our globally deployed implementation téams are focused on working with our
asset base with our operating units around the world to ‘apply a technology, to benefit from ‘.
the value of that tcch‘nology and take thé learning and replicate it elsewhere. Itis an

extremely successful program. You can see our market penetration or global market share

—
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of these technologies in 2002. You can see the value we added to the totality of Shell's
‘ busmess_a material contribution to our business in 2002
The next shde is not in your pack, but this shows the 4D seismic and the way the
.précess works in identifying dlsplaccment in the subsurface, T“ms Is an unage from the
Tern Field in the North Sea. Through advanced seismic imaging we have the ab111ty to see -
where oil has been recovered and where it has been displaced by the water. The lightly

colored blues going to the reds are areas that originally contained oil. The red lines are the

wells where they. either inject water or produce the oil. The brightly colored areas are those

areas of remaining oil, ‘We can then identify where we need to put additional wells or how
to fine tune the injection of production prograrns to manage the reservoir process.

The next shows how that works in the Dragon Field in Norway. Here you caﬁ see
the original decline from Dragon was predicted in 2002 or so. By runnmg a sequentlal
number of time- lapsed seismic interpretation runs, we were able to manage that reservoir
and drill the wells needed to further decline away from platcau hold the plateau for a
longer period and increase ulumate recovery. This is a clear example of the benefit of this
technology.

Walter aiready mentioned Brunei 31:1(3 our ability to manage the hydrocarbon

resource base over many years. The reservoirs in Brunei are rather complex. We have

something like 3,(.)00 different reservoir cornpartmcntaﬁzétions in that pért'of the world.
~ The picture hére depicts what that might look like. The red areas in thé cross-section are
individual pocketsb of oil. The pockets of .oil are underlying a gregri gas zone. The
challenge is how to mast effectively tap into each of those. individual pockets of oil.
Traditionally we would have drilled a number of vertical wells that would have tapped the
oil, and produccd that oil in very small pockets. That is often not economical. |
We approached this challenge differently by drilling what we call a "snake we]l"',

which is steered through the drilling process into the individual pockets of oil and gas.
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That steering technology 18 coupled with an expandable technology that allows us to
expand the casing in situ. The numbers refer to the control systems run into wells. Those
control systemms allow. us to then selectively produce each of those layers or pockets of oil,
so from one well we can tap this total array of potentiai producible hydrocarbomns. Y:ou can |
see the value. The gain is imniediate]y obvious in terms of production and ultimate
recovery. Technologies of this type allow Brunei and other of our heartland areas to
continue to grow reserves despite a very ﬁamre production history.

The technology of smart wells is already being applied in the United States.in the

NaKika Field, Gulf of Mexico. - That field will come on stream later this year. Tt will be
the deepest water development in the Gulf of Mexico, again pushing forward our
leadership for being a water depth of 2,300 meters. Smart well technology is a key factor
to enable us to recover oil and gas from six discrete fields, which otherwise would t"{ot be -
economnic. The NaKika \ises smart well technology in the same way we use it in Brunei.

Taking the.technologies and integrating them is the key to gathen‘ng‘ volume in'the
longer term. The picture here is a bit of a schematic of what we call the smart field value
100p~;—tl)e ability to sense in the reservoir the displacement process; to measure the
pressure and the effectiveness of oil. and gas production; to ﬁno_del that capability in real
time; to select the options for future developments; and again in real time use telemeny,_ N
robotics and advanced, non-traditional oil field capabilities to maximize volume. We -
believe, and are not alone in that belief, that real value will be generated from smart field
appl-ications in the coming years. K&G [ed. query) Energy Research Associates have
similar large numbers. We believe we need to be a player in ele'fncnts of this and certainly
a player in the integration of technologies that bringé them 'togfsth‘cr to capture the
maxm)um value, o ' ' -

I hope I have been able to show you in this brief g_lim;;se some of our strategy
around technology.- It is, first, the identjﬁcati.on of what we really need to maximize -

[ e
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'volume It does not mean we need to do it all in-house, but we need to know the key
technologies that will play in our business. Second, it is deploying those technolog1es
spcedlly into the asset base, and we have approaches that allow us to do that. And third, it

" is integrating those capabﬂmes so we don't just capture the benefit of one technology, but
the totality of the mteg,mtlon_. Itis an approach that is paying dxvxder_lds for us. Thave
demonstrated that in 2062 and we will accelerate it into 2003 and the years ahead, It

“ allows us to leverage technology across our global asset base with that Span_ of operating

experience that Walter already described. It is a key value driver for us and one that will

complement our portfolio in the years to come.

Thank you.. Walter, back to you,
. v

MR. van de VIJVER: Thank you, John. I hope you have a feel for the strength of some of
the core areas in our business. I would like to take it forward: What will this all mean
overall for the EP business? |

We are currently engaged in a major change program in our global EP operations,
It fits with what you heard from Matthias and John about how we will change our global

operating model in EP. From now on, Matthias is the only one that has an exploration

budget for the totality of the globe. There will be no more infighting, no more games on
national separate, fragmented operating units. He ha;s the ability to fully control and
standardize our dnve from all explorat;ons Itis the same around technology—make sure
everybody is operating to the same standards and hardwiring: dl] the processes and ‘;ystems
in our orgamzatlon and align them W1th absolute clanty around accountability.
This is something we can uniquely do, given the scale of operation we have. I '
_ palked about the scale of our operation and being the largest Operatof in the world. That is ,
why we have this unique capabilifny. to break down these ban'iprs. On aregional basis we

~can align with the value propositions for staff and also make the step change in
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‘performan'ce going forward. Overall it is a big-ticket item of $500 million to $800 million
cost takeout, relative to wheré we would have been in 2006 if we would not-have done this.

I have to be very careful and I am saying this as clearly as'po'ssible: Thisisnota
number yoﬁ should put immediately in your spreadsheets. I need to make it clear ho;v this
fits overall. There is no change within this in the commitments for 2003 and 2004. The
underlying 3 percent unit operating cost takeout conlmjnﬁént is there; thert; is nothing new
there. We are also committed to delivering the synergies on Entexpris;.e by the end of this
year of $380 million%theyi afc there, no change.

This is being proactive, positioning ourselves for the next stage of efficiency in our
global business that has this pﬁce tag of $600 million to $800 miﬁion by 2006. We are
now in a detailed design on how that will actﬁall& look in detail, because there are a lot of
staff efﬁcie:nciés. It is all about incrcase«i productivity. and unique internal éynergies; but
far more, it is about thé enormous ability to create additiona]- value going forward in‘our
business. All thjs‘_is with one simple objective—we want to be sure going to be going that
we are still the absolute best EP company out there in the world. That is a very important
drive and a major chaﬁge effoii that will position ﬁs extremely well going forward.

We talked about our capital expenditure; let's now translate if into the two revenue
sﬁea@s. This is the same pie chart as before, splitting our portfolio in the hearfland and
growing the heartlands in new positions, and how that transle_xtes into the volumes we will
generate by 2007. Here on the béttom left-hand side, you see the chart we showéd back on
February 6 on how we sée building our production capability going forward. It says that
over that period we will grow production capacity 3 percent on average. The larger chart
shows you how the different invesﬁ:_nents translate in to create that production capability, _
all at reference éonditions $16 by 2007 It sho'v;is that, yes, there will be continued decline -

" of existing business. As we said earlier, thaf is an évérage decline of vabc_)ut 6 percent per

~ annum. Then you see the new projects coming -through, both in the heartlands and the new
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positions that will generate the volumes, as well as what we will get from the discoveries.
This is on a risk basis to show we are very careful how we predict our future potential. So
nothing has changed relative to February 6.

How does this start translating into the bottom line? Thi.s chai‘t, again in
competin've context, shows our overal] combined business, with EP and gas taki_ﬁg the
midstream in LNG, and benchm;arkj‘ng on 2002 :our unit eﬂngs. We recdgnize that

_ " ExxonMobil has the benefit of a large, exposure to the U. S, Wthh gives them their

position; but overall we are compenuvely placed in umt—adjusted earnings.

Going forward we have committed ourselves—remember February 6—to all the
‘things that wili happen in our portfolio to grow our unit earnings by an average of 6 perc‘ent
to 8 percent over the next two years. This shows the compon.ents' that will make it happéh.

One is the portfolio mix. This is the effect of PSCs in Nigeria. This is the effect of '

Alﬂi'abasca Oil Sands in Canada that reduces our overall effective tax rate going forward, :
as well as the benefits from this _céntinued drive on technical operational excellence. This
fits with 3 pei'cent underlying unit operating cost and oi_xr taking out some of thé feasibility
costs as we get a better grip on the totality of our business. That will deliver the growth
and unit earnings. We var‘c cdmpe’ti_tive now, bﬁt even at reference conditions, showing
forward improvements. | | :

That is the story. ‘W¢ showed relative performance on retumns iooking backwards
from a competitive position, and the performance going forwafd. As we mentioned before,
-having Enterprise fully on our books for the whole year and increasing our-capital
employed, we will see a dilution on our returns this year. Atthe same time we see sorﬁé
near-term dilution with the ongoing investments-and these long-term projects with new
legacy positions, we have a commitment té grow our unit eaminGS to help the Group
overall back into the target range of 13 percent to 15 percent in poﬂfoho growth, not Jmt in

“EP but also in the LNG business.
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Taking it further into value growth, this is -a.n aftempt to give yoﬁ a feel of how we
see our value growing going forward. We will very much have a disciplined approach.
We will bank our value when we make fina) investment decisions on particular projects.
You can see going from January 1, 2003 on a forward NPV basis that we see our value
growing by 35 percent by 2007. We show systematically how this value growth c;omcs
through as we make decisions on the investments. At the same time, on the bc_)ttom you see
that EP will continue to deliver surplus cash that will allow for the commitment to definite
growth for the Group overall. | h | |

This -is a suxmﬁary of the EP presentation. Ihope you have a real appréciation for
the strengfh of our portfolio. That portfolio in many areas is sofnething the competition
would die for. Itis a very strong portfolio with a lot of growth still in our existing business
and a ot of strong financial results from there as well. We feel this global and very |
balanced por&o]io can leverage us going forward. |

After the break wﬁen Linda talks about the gas side, you will see how the market-
based approach from Gas & Power helps EP further deferentJ ate ourselves and our ablhty
to monetize reserves. This is all backed with our very competitive cost structure and
technology strength. Thank you.
{Break] |

GAS & POWER-—QVERVIEW & OPPORTUNITIES

MS. LINDA COOK, Chief Executive Officer, Gas & Power: | hope you enjoyed the
Exploration and Production story. 1 spent the first 20 yeérs of my career in the upstream.
For 20 years I thought it was the most exciting business in the Group—that is, until I
moved to Gas & Power three.yea_rs ago, so maybe | will convince you of the same.

- We last discussed the Gas & PoWe_r business with.you three years ago. It is good to
-be back to demonstrate for you the progress we have made in our taék record since thé :

year 2000, our leading capabilities and our clear strategy for growth in key markets. Then I
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will turn it over to Malcolm Brindéd, who will summarize for you some of our future
growth plans and also.soxﬁe expectations for the future. |
First I want to start on why the focus_on natural gas. Our scenarios é\nd those of
most others indicate that giobal demand for natural gas will rise ét a rate faster than that for
oil, with gas overtaking oil as early as the year 2025. The relative abundance, cost
competitiveness and lower emissions of natural gas make it the preferred fuel, espécial]y
for power generation. We believe Rule Number 1 for any major oil éompany looking to be

a leader in the energy world in the 21st century is to be strong in natural gas.

The natural gas business is not.only growing, but is also becoming more global and -
increésing]y réliani on imports. These imports will be increasingly delivered as liquified
natural gas, or LNG, which will capture a disproportionate share of the world's growing
energy demand. ' | .

What is driving this? It is the increasing availability of LNG around the world as
more projects are expanded and more projects come én stream, and also the increasing cost
competitiveness of LNG compared to other sources of natural gas. Rule Number 2 for ‘any
major pl éyer looking to be a leader in‘ the global gas industry is you must have ]eading
capabilities in LNG.

Even with the exciting gfowth outlook for natural gas, some people question why s
we make certain investments in S.héll. Some people even question why we have a separate -
and unique Gas & Power business in thé Shell Group.- I'hopc to make this very clear for
you today. We are not in the Gas & Power business for the sake of being in the Gas &
Power business. Our main objective in Shell Gas & Power is to access, monetize and add
value to related upstream resources. We do not have an appetite for ﬁew standalone powér
generation investments, LNG projects, standalone trading positions of pipelines. We are
very clear about this and I think you will see that coming through in the plaﬁs and strategies

I'outline here for you today.
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We are in the Gas & Power business because it nélakes money and it creates value—
now, from our strong existing asset position; in the midterm,‘ from a multitude of projects
already under construction; and in the longer term, from a robust portfolio of growth
épponuﬁjties. Ireferred to our strategy presentation in the year 2000 earlier, and as yOu
can see on this chart we have .actually done what wé said we would do at that time. We

 delivered the suggested growth in LNG and more, tangible progress in new'markets
.including India and China, increased InterGen operational capacity and. cohtin_ued )

épplicatjon of new technology to drive growth.

Finally there is active portfolio management, which is important even for a growth |
businesé like Gas & Power—divesting pbsitions no longer deemed strategic, delivering
cash proceeds of over $1 billion over the last three years. On top of that we recently closed
the divestment of our shares in Ruhrgas to Eon [ed. query] in Germany, delivering $1.7
 billion ofcash.and a véry sizeable profit we will'repon as part of our first quarter earnings
in a few weeks' time. | | |
* During this time we have also delivered improving financial results. Earnings have
increased, with Gas & Power now delivering upwards of $800 million per year largely
from the LNG business. Normalizing for LNG prices at $16 per barrel, Gas & Power

earnings show a similar trend, delivering on the order of $600 million per annum. At the

same time, importantly, ROACE is improving and investment levels are steadily
increasing, driven largely by opportunities in LNG. We expect this trend to continue in the
future. Most likely 2003 will be another good year in spite of the weak ecohorny, with
strong LNG prices at Jeast in the first half of the year, and then boosted by the si.zeablé
profit on the Ruhrgas divestment. - |

Another significant accomplishment I am very proud to say is early delivery of the
commitment to deliver 6 percent average annual increase in contracted LNG Volﬁmes

during the period 2000 to0 2005. In the last one and a half years,- firm midterm and long-
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term supply contracts had been agreed from our projects in Nigeria, Australia, Oman and
Malaysia, resulting in growth of over 6 percent through 2005 and actually 7.3 percent if we
look through to 2006, which captures the first sales-of LNG to China vin the Guangdon g
project. This growth is in sbité éf our exit from the Malaysia Satu vproject. earlier tlns year
at the end of our.pal_'ticipation contract. This was the cause for_fhe decrease in contracted
~ volumes in'2003.
it is important that Wevunderstand this projection only iilcludes volumes already

under contract, so already under firm mid- or long-term contracts. We expect actual sales

to be much higher. For one example, actual sales increased 18 percent from 1999 to the
year 2000. For 2003 we expect actual sales to be c.omparable to fhose’ m 2002, in spite of
the divestment of our share in the Malaysia Satu project. | |
Asl Suggestéd earlier, we do not pursue power for the sake of power; rather we
invest in electric generation where it helps us monetize upstream resources. We have seen
where having power development skills in our portfolio helps us access reserves and
markets. Current opportunities for new developments include China, Singapore, and
Japan. | |
With.regard to the IhterGen, joint venture, as ] think Malcolm made quite clear in

the Group presentation in February, this strategy has shifted away from growth and towards

operational ex_cellénce, cutting overhead by over 40 percent, maximizing income from
‘existing investments, portfolio ﬁmagement, and préparing itself to emerge as a much |
stronger company when the market rebounds. Power investments stili have a few difficult
years of them, there is no doubt about that, in what are proving to be some of the ndustry's
worst ever conditions—but an industry I think we all know will be cyclic. -
Gas is important. The next critical question is what it takes to 'win_ in the global gas
sector. First, reserves. Walter already tatked about Shell's very strong position with

respect to natural gas reserves and resources. But there are other core capabilities critical
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for success in an increasingly global, increasingly comp_etjtiv‘e di)g-eat-dog natural gas
market. Thave learned this over the past three years and can attest to the value of the things
on this list. You need the capabilities. You also need the leadership to pull it all togethef,
assuring alignment with a long-term vision, defining a clear strategy and capturing thé
opportunities for crosis~business intcgratii)n. I feel very strongly about this integraﬁon
potential, having spent the first 20 years of my career in the upstream.

1 will.just say a few words about each of the core capabilities Walter and J bhn
both spoke about the exciting technology in the Exploration and Production tool kit. I
believe we have an equally exciting compennve edge in Gas & Power and we have proved
it time and time again. Examples include being selected as the only international oil
company to participate in the Venezuelan LNG project. We were awarded a 30 percent
interest, in large part due to oui’ leading technology with respect to unit cost and also With
respect to COz. emissions. There is also the fact that we are iri discussions iii both Qata\_r
and Iran for gas-to-liquids projects. Therc is no doubt having your own leading technology
can lead to growth in the natural gas business. | -

Resdurci_?. holders née.d to believe that Shell technology offers them a competitive »
value proposition. We have to be confident that our gas supplies will be cost competitive
in the markctplaéc. That is why low-cost developmcnt' capabilities are 5o important in this
business. This chart shows our LNG cost competitive advantage over our rriajor
competitors, as benchmarked by Mexlin Associates. It also highlights the potential of our
new game-changer technology, which we w1ll use in Venezuela and other future pro_)ects
This oame-chanuer design reduces the physical footprint of the LNG project, it offers |
improved and simplified liquefaction process and it reduces CO;, emissions, enabling us to
hzive a competitive advantage; well into the future. | |

You must also be truétc:d'to deliver, and Sliel]‘s project management and ieahnidal

leadership have delivered préjects adding 17 percent to the world's supply of LNG since
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1999, with seven new LNG trains costing $10 billion in three different regions, all
delivered on or ahead of schedule and within budgef—a Buge achievement, a |
demonstration of our glbbal capabilities and, importantly, monetizing considerabl_e |
upsfream reserves. ‘

| Bemc7 the leader in the natural gas business also requires people and skills. Across
" Gas & Power we have an envxed team of professmnals——busmess developers, project

’ managers, financial experts traders and marketers Itis probably the most diverse and

expenenced feam in the industry, and a team I am very proud of. We have professxonals of

some 40 different nationalities in 35 offices around the world The team's capabﬂmes
include project ﬁnancing, such as in Nigeria NG, orchestrating complex LNG cargo - :
swaps and securing new customers for long-term gas supplies in new markets. You cannot
overestimate the power of people, the power of local people, in déveloping strong customer
relationships in the natural gas business. |

| We also have unparalleled global reach. We are involved in five of the world's 14
LNG projects, more than any other cor_epany, projeets that delivered nearly 40 percenf of
the world's LNG last year. Our portfolio is larger and more divefse than those of the majﬂor
compemors So why is this important? Because LNG is an mcreasmgly global business

and meenng the supply ﬂex1b1hty and secunty expected by customers requires a _\

geographically dlverse and robust portfolio. LNG from one source is not enough.
Let's look at how we put our capabilities into practice in the ﬁmket. T will focus
_today on three key markets—Europe, Asié and North America. These three markets afe
responsible for 60 percent of gas demand growth in the coming two ciecedes. In each of
~ these markets I will illustrate three things: the strength and breadth of our existing
portfolio, our firm plans for midterm growth and our unmatched portfolio of longer-term

opportunities.
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Let's start first with Europe. Gas demand growth will remain strong écross Europe,
especially in the south. As liberalization takes root, the traditionat éorporate structure isi
Uansfonﬁn g Conipanies previously focused on one country are now positioning
theméclves as pan-European players, and companiés previously focused on gas of poWer
are now ﬁnerging to have acceés to both commodities. Why is this .important?. Because
access to both gas and power to gas imports and to scale are increasingly ﬁecessaxy tobe a
corﬁpetitive and efficient supplier in Europe. -

What is Shell’s.stratég'y'in this market? You can see the bullets in the lower right-

hand part of the chart: 'low-cest supplies, contjnuoﬁs portfolio management and an

experienced pan-European markeﬁng organization. ‘ |

Shell's pri\/ilégéd posiﬁon in The Netherlands along with our positions in Geﬁnany_
in and the North Sea,\ form a strétegica]ly important, low-cost resource base. Shell ga;s.
resources suppiy over 13 perc;ant of the European market today and have been a valuable

, source of income for many years. But Europe is liberalizing, and that is why we are

restructuring our own portfolio, divesting minority shares in some entities and then shifting
our activities into a sihglc pan-European organizatjon- wé__ refer to as "Shell Energy .

Europe." This organization provides a single Shell face to Europe’s energy customers.

This approach allows us to leverage an optimize the diverse Shell gas supplies, supplies
from within Europe and frdm withéﬁt—-—European gas as well as imports, pipeline gas as
well as LNG—émd also aliows us to utilize diverse Shell mafkeﬁng ch@nels. It positions
us well to captlire new opportunities such as Ormen Lange, which Walter referred to in fhe
Norwegian Sea, and also LNG imports. |

The U K. is a good example of us in Europe, a growing market needing signiﬁcéﬁt
new imports in the coming years. Shell is extremely well positioned to mect’thc demand
growth, with a strong and divcrse portfolio of sup‘pl):/. We have our existing domestic

position producing 11 percent of today's U.K gas production. We have low-cost supplies

I - ——
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to import from The Netherlands and we have a 17 pércent in the 12 tef Ormen Lange field
offshore Norway. There may also be a rol-e for LNG imports in the UK. in the future
markets, but they are likely to be the high-cost source. Shell Energy Eu;ope will bf_:
resp_onsiblebfc.)r Shell's supplies to the U.K.-, insuring we have maximized the value of S‘hell\
production wherever it is, and meet the needs of our U;K. industrial and commercial
customers, today totaling over 6,000,

| Another European example is in Spain. Here you see in the upper left-hand chart

we have carved out a 31g1uﬁcant share of the growth in the Spanish market for Shell

supplies. This has been accomphshed from a varjety of Shell activities, 1nc]udmg vaerxan
LNG Oman LNG and Shell's own chrect ‘marketing efforts. We recently secured further
saJes in this market through a tolling deal with the ESBII power project near Bﬂbao in
northern Spain. Expected 1o start up in the year 2005 -Shell will supply Lhe gas, which is
equivalent to 0. 7 million tons per annum, and sell the power to the Spamsh electncxty
market. This tremcndous progress in terms of capturing new demand for Shell supply
sources ﬂlustrates our commerclal skills and the strencrth of dwers1ty in supplymg Spain——
diverse supply sources and diversified | sales channels with industrial and commercial

- energy customers. ‘

Now to the area where. I spend much of my time, Asia Pacific. Why do 1.go there?

Believe me, it is not because Trelish the idea of spending endless dayé and nights and
airplanes, but it is the home of my bigggét customers and also some of what I believe are
the biggest gas opporturities for Shell. Already the largest LNG customer, demand is set |
to grow, and customers in this region are the most reliant on imports, more so than imy
other region in the world. The customers are worred not just about price, but also ébout
diversi‘ty and security of supply. |

Then there is the poténtia] of India and China, two of the world's fastestl'-g.ro‘wing.'

energy markets. Shell's strategy is to have multiple low-cost and diverse supply sources to
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capture growth in the emerging new markets and to maintain our strong customer
relationships, relationships we have had with many customers for decades now and that are
. $0 important in this particular region in the world. |

Shell is by far the leading supplier to the growing Asian Pacific market with almost
twice the sales of our nearest combetitor. We have a strong asset position, a position that |
will deliver midterm growth through the startup of projects already under construction in
both Malaysia and Australia. In fact, the Malaysia Tiga projeét loaded its first cargo éf |
LNG juét last week and is currently on route to Japan. We have the strongest portfolio of
longer—terﬁd.oppormnitjes, with g,rf:enﬁgld LNG possibilities in botﬁ Russia and Australi-a,
and our strengthening market positions in China and India.

Y think it 13 fcvcaiing to compare the LNG growth portfolios of Shell and our major
competitors for supply to the Asia Pacific cust-omers_ The lower two segments on these
bars indicate ekisﬁng capacity and ;xpanSions already under éonstru’ction._ When ybu add .
to that the opportunity to grow these assets through further brownfield expansions, and |
then add the greenﬁeld or new project opportunities the compahies have under
development such as Sakhalin, Gofgon and Sunrise for Shell, it is easy to see why Shell
will remain the leader in gas supply to this region.

Now looking to China, é country with a future that will require significant and
diverse energy sources. I have been to China on numerous occasions and there is a clear
determination in the country for natural gaé to play a critical role in meeting the .growing
energy needs in order to fuel theif economy and growth. Shell has the broadest portfolio of
opportunities among our competitors, with potential resources in the East China Sea in the
Ordos basin, the largest supplier supply of LNG to Guaﬁgdong with a 22 percent interest in
the Northwest Shelf project, and our intended paiﬁcipation in the west-to-east pi_béline
project integrated with Tarim basin upstream. We are working towards a broad position in

the country, a country whose gas market could be larger than the U.K.'s by the year 2020.
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Walter has already referred to the Sakhalin II project. From a Gas & Power _
perspecti?e, we are equally excited about itg potential. The two-train project will utilizé
.‘;:hell's LNG technojogy and proven nﬁajof proj‘ect,_dplivery experti_sg. Reserves rich in |
liqﬁids help make it competitive in spite of its high capita) 'cbst. It is a major addition to
~our LNG portfolio, with Shell's share of Trains 1 and 2 amounting to neérly 60 percent of
our 2002 LNG sales. Then there is the expansion potenual beyond the first two trains,
enabhng adchtlonal value growth for the future, something we have demonstrated time and

time again in places such as Australia, Malaysia and Nigeria.

Sakhalin I is strategically important for the region. The value to Asia Pacific
customers of a new, diverse supplier cannot be overesti.mated.‘ But sull it has to be cost
competitive, and Sakhalin's proximity to the kéy markets as shown on this map give it a

- major strategic adVantége. I am pleased to say the project has méde some irnponént steps
towards a‘ﬁna.]' investment decision, ‘These include_well-advanced_discuésions in Japan »
with Tokyo Gas and other customers for volumc;s toialing on the order of four million tons
per annum. Discussions are also underway with many other potential customers, including
in Korea and China. We look forward to a possible go-ahead decision for Sakhalin II later
this year once all necessary conditions are met. |

I have already re_fcrr_ed to India as another key growth areé in”the future Asia : ( .
markets. It is our 1ong-term view there is a clear need for imports to help the ,cox_'mtry meet
its energy needs. That is why we are moving forward with the construction of our Hazira
LNG important near major potential energy markets. We believe Hazira will have the cost
positioﬁs and our supplies will have the ;:o"st-to—supply positions to enable us to make good -
inroads in securing demand for Shell gas in this emerging market. |

Fmally, closer to home for you and alqo for me, our third major de'kE‘.t North
America. Challenged to produce more domestic gas, both the U.S. and Mexico are lookmfr

to increase imports, in particular in the form_ of LNG. Expansion of existing LNG import
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terminals alone in the U.S. could enable it to be a larger importer of LNG to Europe by the
year 2005. Gas prices in the U.S. have recently been quite high, as you are all aware,
trading in the range of $5 to $10 per mm btu. These levels will not be sustained, but it is
our view that prices will remain high enoﬁgh to support pursuit of additional domesn;lc‘ '
resources as well as additional LNG supplies. Shell's strategy in this market, as Walter
mentioned, is to expand in the upstream where it makes sense and also secure a significant
share of LNG import capacity, then leverage the sﬁcngth of our marketing organization in

the U.S., Coral.

.~ Shell is already- well posirjoncd throughout the value chain in North America. We
have gas producﬁon‘ in the U.S. aﬁd Caﬁéda, and have been successful in securing LNG
import capacity in the U.S. and expect to secure more in the future—again, always tied to
Shell upstream projects. We are very well pésitioned in that regafd, with remavining :
expansion potential in Nigeria és well as the future potential of the Venezuelan LNG
project.

Coral is a real enabler for accessing the gas market, a real survivof during these -
very difficult times and an important, experienced in-house capability for Shell. Over the
years it has built a solid portfolio of positions m both gas and power. Today Coral is the
sccond—lgrgest gas marketer among our major competitors. It is \;vell-pésiﬁoned in gas,'
marketing Shell's upstream produétion in the U.S. as well from Shell Canada. It has a‘
diverse presence in electricity through the marketing of InterGen merchant power and
through tolling. |

Coral's tolling deals form an important part of the Coral portfolio, providing
diversified marketing opportunities. Coral is paft of .Shéﬁ's global trading network,
leveraging the Group's worldwide control systems and risk management processes and -
skills, all proven by Shell's global trading business, which has a long history of sus{,ained

profitability.
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Importantly, Coral is also our vehicle for marketing Shell LNG imports into North
‘Amcnca Sho]J believes in the potential of LNG for the U.S., and as the world's laroe:St
suppher of LNG, we believe in our potential to create value from it. We are we]]-
positioned with respect to supplies and have already secured t_he most LNG import capacity

" of our major competitors, with positions in .twovof the four existing U.S. temﬁnals, Cove
Pointand Elbalsland,
We are pursumo new pro;ects as well. One new prOJect targcts LNG 1mports

through the offshore Gulf of Mcxxco She]l is umquely positioned to dehver this project

| with our extensive offshore infrastructure, access to exlsnn g natural gas processing
facnlmes and Coral to secure the onshore gas transportauon and market the gas to
customers. The preparauon of perrmt applications is well underway and we hope to make
real progress in the comlng 12 months towards an investment decision. ,

Another project targets LNG imports into Baja Mexico to serve both the gas
markets of Mexico as well as California. All key permits have been submitted for our site
near Ensenada, and we are hopmg for necessary approva]s w1thm the next few months.

The project makes obvious sense for Shell, enabhng access to the large and ﬂex1blc North
American n_larket for our diverse Asia Pacific LNG supply portfolio. Having accoss to the

North American market helps the LNG project secure early cash flow, and it also facilitates

us'to deliver a_gainst growing customer deménds for increasod flexibility in the Asia Pacific
market, | | N | -

We will leave North America now and fnovo back to a globai view. [ Have talked a -
lot about the opportunities for Shell in both supolie; and markets. A critical link between
all of these things is what we refer to as Shell Intemational LNG, or SILS. The SILS
organization serves as Shell's global buyé‘r and seller of LNG, comolementing the
marketing activities of our joint ventures, adding value to our supply projects and helpin_g '

us establish positions in key markets.
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It also manages our shipping. Two additional ships will be dé]ivered in the next 12
months, bringing our fleet of Shell-owned I.;NG ships to five. Theée ships are used to
optimize the value of our existing supplies, to assist LNG joint venturés when they need
acc.ess to addi_tjonal shipping and also to assist our customers when they have needs for
additional supplies. Already staffed v;lith .some 40 pcbple in four offices around thé world,.
SIS is the world's leading global"LNG organization.

Other comparﬁcs like to talk about an occasional LNG carg6 swap. This map |
shows just-three Shcll-faci]itatcd cargo swaps, all executed in the first quarter of this yeaf; N
We identify such opportunities for the benefits of our partners and customers. Héving the |
know]edge,. the relationships and the ability to link supply capabilities with customer
needs, and having the shipping to insure pﬁysical delivery, are key to generating value for
all parﬁes involved. | | |

SILS, with the kﬁowledge in all NG time zones, is well-positioned for the
businesg and increasingly will play an important role for Shell. '

That is all I have to say abon_.xt the Gas & Power business at this point. _As yéu may
be aware, or as Walter actually mentioned earlier, { will be ]eaviﬁg the post of CEO of Gas
& Power in the middle part of this year to take over the role of CEO of Shell .Canada.

Leaving this fantastic job actually is quite diffi.cult; but leaving is madc easier by handin g
the. reins over to Malcohﬁ Brinded, who has béen overseeing Gas & PoWer for the last nine
months ag managing director. -

I will turn it over to Malcolm now to talk about what you can expect in the future.

FUTURE OF GAS & POWER

MR. MALCOLM BRINDED, Group Managing Director, Gas & Power: Thank you,
Linda. Linda can rightly be proud of having built what is a very dynamic and successful

Gas & Power business,
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In these last few slides I would like to give you an outlook for exactly what that will
mean over the next few years and for the Jonger-term future. I will start with trying to
bui]d ﬁp, slide by slide, what is happening over the 1‘1¢'xt few years. _ N

If we start with what is going on now, Iy‘o‘u see Nigeria LNG Train 3., started up at
the end of last year and now ramping up production, and Malaysia Tiga 1 that loaded its
first cargo last week, and coming later in the yéar, the second train in Tiga starts out later in -
the year and the capacity into Cove Point. |

Moving to next y:ear, we have the fourth train in the LNG supply side. We have the

fourth train in Australia, in the Northwest Shelf proje,ct.' - Towards the end of the year we |
have the Hazira re-gas* terminal in Indié .starting up. You see that new LNG fwo ships’
have appeared to add to the two we just had delivered. 'In fact, we will have five LNG
ships in all to optimize'the ﬁ'ading that Lincia referred to at the énd of her presentation.

We keép going into 2005, with the founh train of Nigeria LNG. The third train ha$
added another three mjllioﬁ tons and another four rﬁjzllion tons comes with the fourth
train—new capacity into Elba Island _aﬁd .rc?gas capacity into that crucial and fast-growing
LNG market in the United States, and the tolling and gas supply deals into northern Spain
that Linda referred to. . : _

The last picture is 2006. By then the fifth train of Nigerian LNG brings it to 17
million £ons Iﬁef annum of LNG capacity, the third-largest LNG plant in the world. You
see also in 2006 in China thé beginning of that supply from the Northwest shelf.to,
Guangdong, the first LNG supplieé into China-— 3.3 million tons per annum with a 25-year
‘contract. Remember, we eXpect the China market to grow eight to 10 times >over the next _
20 years in gas supply. As _Linda says,- they are absolutely committed to do that for .

" economic and environmental reasons. This is all firm stuff. Ishould add that on top of the

gas and LNG and re-gas terminals we have the eight additional InterGen plants, bringing us
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to 20__in all and by the end of 2004, 10 gigawatts of power capacity. All are firm approvéd
projects. | o | . |
What does that mean in terms of LNG volumes? Here 1s the g;raph.. Oﬁ the left-
hand side are actual sales and the buildup of capacity from ﬂlOse firm projects. Then on
the right-hand side is the two-step increase we would éxpect to see ﬁom Sakhalin When the
" go-ahead is given. You' can see what that will do.“On top of ﬁhat we have addjﬁonal
‘ opporfunities in expansions to existing facilities—a tfu'rd train in.Om:m a fifth train in
Australia and a potential sixth train in Nxccna We hope to see all these pro;ects 20 ahead
in the next couple of years or so.
I'would like say, just to reinforce the point Linda méde that we cén now ﬁfmly thaf
 we have delivered on the commitment t0a6 percent growth in com.racted sales and 7.3
percent for the penod 2000 to 2006. Iam not making any new prormscs today Or any new '
targets, but you can see from this chart what could be possible. a '
If we look 1dnger-tenn, there is more to come. In expansion of existing facilities, I
D"lCI]tiOHCd‘the i)otcntial in Nigeria, Oman and the Northwést shelf. In new LNG supply
schemes, we have Sakhalin. We also have good prospects in Australia, with Sunrise and

Gorgon, and in the Middle East and in Venezuela, projects we hope to see go ahead in the

next few years. In re-gasification capacity, we have the capacity secured already in the
United States, with additional prospects in the Gulf of Mexico and in Mexico itseif to
supply qapacity into the U.S. and others around the globe. In pipelines, we are working in
China, the Gulf of Mexico and the North Sea orlx major infrastructure potentiél projects. In
powér thére é\re not only ihc InterGen projects that are underway, but also the potential for
new powcr projects, providing they are linked to equity Shell gas supphes n Japan China,
Smmpore and Cahforma and elsewhere. ‘

Fmally, appearing on the map now are a coupla of opportunities for gas-to-liquids

technology. I would like to talk a little bit about gas-to-liquids, which I think is a
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technology as potentially exciting for the next 30 years as LNG has been important to the
growth of our busmess and the monetization of gas reserves over the last 30 years. Let me
explain why GTL technology is potentially so important. There were quite a few quesﬂonsv
on thjg in February 6. Irealize some of you are famiiiar_ with 1t and some‘are not,

| If you look at the left-hand side, there are vast reserves of gas éround the globe,
5,000 tef of proven gas reserves and alot more additionally that is not yet appraised. or
cxpiored for. That gives us a reserves-to-production ratio of 60 years, and a lot of it is

remote from existing markets.

Gas;po-liquids technology enables you to shift from trying to pénetrate and access

LNG markets—important though they are and growing at quite a fast rate, there is a limit
to how much gas they can take—into a liquids mai*ket that is much bigger. GE-lSJO—lin;lidS

+ produces ultraclean fuels, meeting the highest standards of specifications from an
enivironmental(and performance point of view. The key point is that Shell has proven
proprietary technology. At the bottom of the picture you see the Bintulu plant in Malaysia
that has run-for 10 ).'ears and achieved extremely good levels of reliability and performance.
T’Hat gives the confidence to go ahgéd with the potential for mega-investments in the
future. We know how to get the maximum value from the products from this wﬁoie

mdustry At the moment we are selling the Bintulu products into a range of global

markets. In parncular the ultra clean gas oils go into the diesel fuel sold in Bangkok
whlch_ gets a prcrmum of about 10 percent relative to typical gas oil and is selling very well
there. o

So our focus with gas-to-liquids is .on the Middle East. We are focusing there
because that is where the-largest, toughesvto-moncﬁzé reserves lie. It does not meém the .
gas-to- -liquids technolocry will be limited to those areas, but they are the nght place to the

focus today. Itis unpoz“cant that host govemments in that remon recognize the value
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proposition that gas-to-liquids technology offérs to them to access new fnarketé, bring more
investment into thesc vory substantial plants and actually accelerate broducﬁon.
. We particularly focus in Iran and Qatar, on thé field known as South Pars in Iran

’ énd the North Field in Qatar. It is something like 20 times the size of the Groningen:ﬁeld
Walter referred to earlier, which has been th.e key driver of the devciopmcnt of the gas
industry in Europe over 40 years. So the significance and size of fhése reserves is
enormous. A gas-to-liquids pfojécf in Qatar, for example, would require access to about
eight tef éf reserves to devélop 140,000 barrels a aay of capacity. This is not a short-term
business. Again, this is about crcating; long-térm legacy positions. We are making good .
progress in the commercial discnission.s to actu@y bring these opportunities to a reality.

What can we expect ini Gas & Power if we bring this together? We can expect R
growth in value and in volumes of gas and also of power and power sales-; growth in
investment, from $1 billion per annum last year that we expect to maintain or Taise in the
future; and definitely growth‘in terms of cash and in terms of eamings'. We also expec£ the
growth in the LNG and gas business to be crucial in growing value in our upstream
bﬁsiness. But along with that growth, we want to be sure we stayrpr\oﬁtable. We set the
same targets for the established parts of our Gas & Power business as we do for our majof
established businesses in the Shell Group. So the I.NG sector and the midstream scctof
should be éapable of delivering 15 percent'at reference conditions in ROACE terms, and
that is exactly ‘what they did last year,

We can expect continued active portfolio managemént, because markets are
constantly changing and you need to watch carefu_lly that your assets are siil] of more vvalue
to you than they might be to anyone elée. .If you add up what we have done over the last
three years, it is $2.7 billion worth of divéstmants, while at the samel time growing this

* business in capital emp_loyed: ‘That highlights the importance of staying focused on the

assets you have.
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We see the Gas & Power business as very strong in the existing positions we have
today as well as in tﬁe finn projects we have in progress and the growth in income and _ 7
earniﬁgs they will deliver, and our opportunities, capabilities and assets to cap-italize on fér
the longer-term future. We have a clear and differentiated strategy. We have the strongest
portfolio in the business. We think that gives us the. basxs to maintain clear industry
. leadership going forward in Gas & Power.
I would like to move now to just sum up what this fneans.for Exploration and

Pro'duction and Gag &'Pow'e_r together. The key is the two businesses working together,

Exploration and Production with Gas & Power, the strength of both delivering in a single
value chain. Our focus in ‘the short term is on existing business—the unit e;’:lmings increase
Walter referred to in the upstreamn, gctﬁng the, Best from our proven operaﬁonal—leadino
‘capabilities fromn our existing assets. That is one of the key drivers of returning the Group
ROACE to 13 perce.nt to 15 pcrccnt

* In the medium term it is about dchvenng prcuects that excellence we have in’
'prOJecLs coming on in time, in budaet and growing the heartlands from vaena right
through the deepwater g]obally and- step by step puttmg the growth in the LNG value cham
1 showed you in thosc last charts, _

Then for the longer term, there is areal focus on creating new legacy a.ssetsf Waiter
showed you how asséts like our positions in Brunei and Oman go on delivering value for
decades. At tﬁe moment, we are working on the Sakhalins and the Kashagan_s and t-he gas-
to-liquids, and the Nigeria and A]thabasca opportunities. These are where we will make
major mvestments to create long term, strategic, cash-generating positions that will be of
€NOTmOous importance to the future of the Shell Group. It is the sort of area where we are
extremely expenenced and capable of dehvcnng

To conclude, | will show youa slide you have seen twice before, and I will just

emphasize a couple of points on it. ThlS strenOth of our business is about Explorauon and
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| Production working together with Gas & Power to get the best 6ut of that single value
chain. We have a fantastic portfolio of assets, which gives us great robustneés to lower oil
prices and at the same time strongi earnings at high prices, but is lower 1n volatility and
* robustness going forward. We are proven industry leaders in global gas, a fast-grbwfng
sector of energy; and particularly in LNG, the fastest-growing sector of all. You have seen
what we can do in getting value from technology, the acceleration of value ﬂxrough our
globai business organization to maximize what can come from that.

In the last few years Shell has shown it can deliver focused and deep-rooted cost

management through all aspects of our business—from ekploration through production and
development, and through our LNG plants. We have the ability fo put together all the skill
sets—financial, operatidnal, commercial and so forth—to deliver complex, integrated
~ interpational p_rvojects and dealsA_ That ability will clearly deliver us thé best set of
opportunities going forward. All of this will deliver sustained growth in cash, earnings anci
* business value. That is why we believe the strength of Gas & Power and Exploration and
Production together will be thevkey driver 6f Shell delivcring leading induétry returns. |
Thank you ‘very much. 1 hope we have convinced you of the strength of our -

businesses. If not, we will try in the questions and answers now. Thank you.

QUESTIONS AND ANSWERS

MR. MARK FLANNERY, Credit Suisse First Boston Corp.: I think this is a question for
Walter. I am interested in the global reorganization of the E&P business you discussed as.
perhaps adding several hundred million dollars to cost savings in the next few years. A
few years ago we had a similar kind of announcement, I believe, of moving from a regional
or'ganiiation to a functional organization. Did that not happen, or is thj‘s an extension of -
that? Can you characterize what today's announcement is versus what it was a couple of

years ago?

[ — -
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MR van de VIJVER: What we see now what [ call the next generation operating model. I
guess it must be three or four years ago we globalized. the E&P business. A lot of it had to
with the U.S. subsidiary_and implementing some global processes in capital allocation and
decision-making. But-we still had strong national operating units éll across the globe,
'ineSPocdve of how big or small they were, with a seat at the table to debate what sorts of
- things we wanted to do. | |
This next stage will break.down all the barriers between these opcl'ating unitsvand

create five global regions around the true integrated operating entities that will run the

business. This will allow far more hardwiring of accountabilities and standards. With.that,
we will make absolutely sure up front that everythmg all around thc globe is properly
standard1zed around what we expcct in mlmmum techmcal standards, minimum operanng '
.standards, how to use IT and globalize our IT kits and how to globalize all our SAP _
systems over the world, There is inyes‘trnent'associated with making those changes as well.

That is the change process we are currently in. -

At the same time, apart from making those regional organizations, we will totally

hardwire the technology orgamzanon across the Group All the choices of where the most
value is created on applied technolovy and the speed of melementatlon will all go throuvh

John Darley in the forward organization as one integrated activity. I already mentioned

Matthias on the Exploration side. That is also global with direct hard linos to people on the
regional basis, as well as Lorin Brass and all my other directors, who will be globally
responsible for new business development.

All these things as you know in the past were integrated on a national basis With
everyone havmg their own tools and toys to play with. We are totally breaking that down
There is an enormous step change opportunity, not just in overall productivity and cost

takeout with all the overheads and so on, but it creates anext stage of Value-dehvcry In our
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“business. We showed you the example, ﬁot Vonly in the Far East but also in Europe, where
we are positioning ourselves for the future. |
| This is something we can do based on our operational scale, We are the cost leader,
‘but we are looking ahead to position ourselves going forward to take right Balance of all |
the strengths we had in the pas.t, while at the same time creating efficiencies going forward.
MR. ARJUN MURTI, Goldman Sachs & Company: You talked about the North American
natural gas price staying high enough to allow you to pursue opportﬁnities. Would |
pursuing opportunities include acquisitions analogou.s to what you did with Enterprise in
Europe to build your position there, or were you primarily refeﬁ‘ing to LNG opportunities?

Then régarding Venezuela and LNG specifically, éan one assume that the oil and
economics are perhaps similar to Trinidad LNG, where say a $2.50 6r better Henry Hub
ga$ price allows for very good returns, or is there éomethin g materi_aHy different abouf
'éiﬁher the fiscal regime in Venezuelé or the development acononﬁcs that just a hi ghef price
is needed? Just what 19 the timing of Venezuela as well? Thank you.

MR. van de VITJVER: If you do not mind, Arjun, we will do sort of split answering
between myself and Linda on that.

At Shell we cleaﬂy see the attractiveness of the North American gas markets and
want to grow our positio_n there. We have very strong oréanic capabilities- to do so, as we
added last year to the ﬁortfolio in the Rocky Mountzﬁns, which is a platform for growth as
well. |

I think when it comes to ac_qﬁisitions we will always be opportunistic, while at the
same time recognizing that er work very hard with our capital discipline and value-
creation metrics. It is normally not in high-priced enviroﬁnments that you go after these
types of things. Soitis something we keép a balanc.ed‘ outlook on.

LNG is indeed very important. Linda, do you want to add to that?
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MS. COOK: Venezuela in rﬁany ways will be a lot like the Trinidad project, although
different in some ways, of course. They are r1 ght next door to each other, so the dist-ance
from the supply to the U.S. market will be very similar and very advantageous in lower
shipping costs. In rescﬂes, ccrtainiy the reserves in Venezuela are as big as if not bi:gg'er
than what we have in Trinidad, and not very extensively exi)lored up to this point-in time.
“We believe our tcchnology is actually lower cost than wh.at was used in Trinidad, and éo
. that should give us an»advamage from that dimension.
" Concerning timing and other comﬁlercial terms, it is still early days, as I think you
can uhderstaﬁd. in the V.enézuela project. With the political difficulties there lately,its . = - /
- timing has been uncertain. -But I would say that we are hopeful and optimistic. The feams
have actually been in Caracas just this week engaging with the Pedavcsa ted. qucfy] people
- and trying to keep the momentum going forward. So we are hopeful in that rcaard
MR DOUGLAS TERRESON, Morgan Stanlcy Dean Witter: Walter, over the years you
and the other supermajors have used pretty low prices of petroleum in setting your capital
budgets. It has led to a better value creation and b.etter valuation for your équity in thé |
stock market, which is obviously a:positive thing. But having said that, the oil price really |
has not been that close to $16 per barrel, which you are using in your budgeti-ng éase
during the ]ast five years or the last 10- year period. So my question is, could you talk
about how you think about this for capital budgetmg for the futurew—meamnv are you using
$16 o1l in your capital budgeting today because you always have or because you think it is
going to be there in the future, and if s0, why? Ifhot, do you think it might lead to
opportunities being lost to your competitors? Could you spend a few minutes on fhat
topic? | |
MR. van de VITVER: FlISt there is an issue about our wanting to be transparent in
showing you wherc we are, and therefore we use the rcfercnce price we have been us;lng

now for some time. That is a very 1mponant background. Ithmk overall we do not claim
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to have different knowledge about where the oil price is going to bé in the future. We have
a lot of experts, but at the same time we do not think we have the answer on that. As ydu
know, on every investment we very carefully look at the -whole range of price assumption's
and $16 is one of those assumptions we use. We check it as part of our ovcrall portfoho,
about our whole risk exposure and the upsides and downsides on price environments. On
that basis, we make our jnvestment decision. Do not think that evcryt}ﬁng in this world is
purely based on just Jooking at that $16 environment. At the same time, we have our

financial framework and I think that prov1des a very transparent model to adhere to.

MR. MARK GILMAN Flrst Albany Corporation: Walter, a couple of things, one specific,
one a bit more general. I wondcr if you or one of your c‘olleagues on the dais could update
us a little bit on where we stand.in terms of Groningen deliverability, platean decline and
whether we are still on plateau. Are there storage opportumnes to perhaps better exploit
that asset? Could you glve a little bit of an update on it.
' Second, to pick up on a themc mentioned before, one of your smaller compeutéré
about three weeks ago spent a considerable amount of time here talking about the merits of
a global functional organization as it applies to specifically the upstream. They were |
taking it all the way instead of stopping in the middle, as it sounds as if you are doing with
' ( ':E: ' aregionally functional organization, Is t_nat total functional model Applicablc for you, and
- | if not, why not? Why wouidn‘t you go all the way to establishing an E&P development
company, nproduction company, analogous to what you are doing in Exploration and new
business development? . -
MR. van de VIIVER: On the first one on Groningen, that is very sirnple. We at Shell
would like to do far more with its assets, but as you know, we are not totall); in control.
T We havé a Dutch government that s;ee:s this asset as something, not only for today but also
for their grandchildren. Itis an enormous strategic asset. We na\ke been upgrading the ‘

assets over the last couple of years with additional compression to position for the future of
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increased uptake and really playing a key role in Europe, but ultimately we are not totally
in. control there. T_hat is all I can say there. It is a jewel of an asset and yes, we see
enormons forward opportunities. |

When it comeé to organization and this competitor, I think you have to look atit
from various perspectives. Number one; I will not comment on whether our competitors
are right or wrong; but you do have to look at the first context abéut operational scale.
What js there about our operational scale compared to competitors that gives us something

~unique? We have direct influence and control over a whole variety of assets on a global

basis—many with pannefs, but we have the 6perational role—and that creates a unique
;:apability. While we indeed apply common standards, processes and focus on technical
and operational excellence through John Darley's organization, we see enormous benefits
in direcﬂy integrating the various functions to create the value we are talking at;out. | Going
too far in silos will prevent you from creating that integrated value, which we see on a day;
to-day basis on a global and regional scale.

~ We think the model we are moving towards takes the best of both wérlds. It has the
benefit of strong functionalized and technical 's_tandérds and our ability to apply the
expertise to the issues that confront us and prioritize them. At the same time it insures a

value pfopositi_on at the local Jevel for staff-—how they like to work in teams, how they are

motivated and have real accountability for maximizing the value of the assets. Thét is what
we feel we a.ré creating, which is enormously pov.verfljl]

MR. BRINDED: Can I just add to that, Walter? Froni the experience we had in the oil
products business, which has gone through a tremendously successful process of
establishing the right balance between local, regional and global, we have confidence in the
model that will be adopted. From a global'poiﬁt of view yon have global starida.rds and
dpproval processes, for example. On a regi.on.al ‘basis you have CCI.ltCrS. that give you SilDI't

lines of tight management control over what is hé\ppening in the region, but also bring the
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regional expertise together for the crucial issues of regional relationship management. For
example, if you are based out of Singapore doing the Asia Pacific area, you céﬁnot-build
re]atidnships in Asia Pacific if -ybu headquarter everybody in Europe or.the United States.
Finally on a local level, you still must have the cost structure that epables you to be véry
competitive locally and to hold your rc]ationships with local governments, like in Brunei. °
I think the Oil Products experience gives us a real basis of going forward and
getting the best out of it. »
MR. van de VIIVER: I think that is a very v'alid comment from Malcolm. The forward
cost structure is very important to recognize, apart from the relationships issues and
everything else. : . o .
MR STEVE PFEIFER, Merrill Lynch & Company Inc.: A couple of quesﬁon on page 83
of the pi-esentatjon, where youlshow the growth i North American gas'demar_nd, with
~ pipeline gas meeting that and going from about 70 bef/d to 90. 1 was just cux;ious—
-obviously Alaska plays into that, but even including thzif, that would seem fairly robust
growth. Could you talk about that component?
Second, in terms of LNG receiving terminals in some of the longer-term projccté in
Baja California and in the Gulf of Mexico, it looks like you have a midpoint time frame of
2007. Could you talk a little bit about what could move that fofwafd or puéh it back in’
environmental challenges for both projects? Also in that vein, with the demise of some of
the gas pipelines and ﬁérchants also in that business, what kind of challenges and -
0ppoﬁunities might that create for the Group? |
MS. COOK: First, on North Ainen'can supply and demand our forecasts do assume that
the Al.as-ka gas will cvéntual]y make its way to the lower 48, probabl}; garly in tﬁe next -.
.decade. But still the gas from that pipeline will be easily absorbed in the market and 80

will not have a major overall impact on the need for LNG supplies.
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.On Baja, the timing we show of 2007 is a bit indicative, because we have not yet
taken the final investment dec151on on that. The penmttmg is gomg quite well. There are
_ .four or five projects now in BaJa-—n is a bxt hard to tell, because some of thc companies -
moving those forward pracncally do not CXlSt any longer. There will not be four or five ’
projects built in Eaja California; it only makes sense to consolidate, so that may be the néxt
phase of the whole game there. . -
- For Shell, supply possibiliﬁes and then fhe. ’demand fof naturél gas .will actually

“drive the timing. We will not go forward unless we are sure we have the'supply in Asia

Pacific. Right now the Asia Pacific market is quite tight, with the cold winter in Korea and
the nuclear problems in Japan. 1 thmk that will all clarify over the next few yéars. I do not
see big changes off 2007, plus or minus. | |
On the demise of other players, I think Coral gaiﬁs' alot of strcngth from fewer

competitors in marketing and tradmg On the other hand, there is less llqmduy in the
market, so that hurts its trading opportumtxes abit. Ithink it w111 probably take still
another year or two for all the smoke. to clear in that partlcular segment in the U.S.
MR. BRINDED On trading I think it is all too easy for the pendulum to swing from one

© extreme to the other Two or three years ago a big trading capablhty was seen as a
tremendous way of making lots of money from no capital employed. Then for reasons we {
understand well, a lot of confidence in tradmo has disappeared. But people should stll see
this skill set as very useful. We know from our- Oll Products busmess how valuable it is to
have a strong trading capablht_y to supplement our ability to place products into the most
appropriate markets and arbitrage around structural positions to make money. This is » -
providihg you do not get overly convinced about your ability to see into the future aﬁd only
take positions for a clear reason. That underpiﬁs an extremely ‘stron.g trading business for
us globally. Those are the Strengths that we have in Coral. A: Linda said, since a number

of the players have fallen away completely, that puts Coral in a very strong competitive
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position. That skill set adds real value to our structural position in terms of gas supply into.

. the market.

UNIDENTIFIED: Two related questions on LNG. One, long term the outlook for China

and India demand will be great, but over the next couple of years there seem to be more
projects chasing potential markets than there is room for. I wonder if you can comment on
when you see the market being able to absorb everything that has been found. .Your_ small
competitor who was ménooned before seems jto_:) have aoothcr 20 tef diéoovery in Australia.
Related to tﬁat when do you see the partners in Sunrise agreeing on a-production
scheme and will the current impasse push you back in the qucuc to develop that, w1th
compe‘utors coming on with other compames" ,
MS. COOK: On LNG, will we have ovérsupply in the marketplace or not? We all know
the Asia Pacific LNG market is potentiolly, ove_rsupplied with lots of not-yet-monetized g_a_é

reserves in the region. However, as we saw just this past winter the market can be very

" tight, given the current level of supply, again with the combination of the cold Korean

winter and the nuclear problems in Japan. The other thin.g to keep in mind is that eaoh' time
anew project comes on stream it adds 5 percent-plus supply to the LNG market because
these th_ings come on in large lumps, so I think we will always have ups and downs with
the market being tight or a bit long. But. overall we see the growth mn demand very strong,

even wn;h the weak economy in Japan the next couple of years. Longer- term we see it

much strongcr We believe evcmually it offers a lot of attractive growth prospects for

~Shell and the region, especially with our large supply base.

On Sunrise in particular, the partners have looked again at the option for marketi_ng_
that gas domestically in A_ueralia and have again come to the conclusion that it is ot an
attractive cornmercial opportunity. Most if not all of the paﬁners believe that floating LNG
is still the best and most oiuacﬁve development scheme for those reserves there. All the -

~

partners together have agreed to study the marketing options for the'project more, as well

=
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as the commercial framework. We hopé in the coming months to come to consensué about

that, and how best and when to move the projéct forward. |

MR. BRINDED ‘It is important to recognize that over the Jast year sentiment on thc LNG

in the Asia Pacific market has moved in favor of the supplicrs. That 18 partly for the

reasons mentloned about the strong winter and the Japan nuclear situation. But frank]y a

lot of people are also focusing on security of supply and dlver51ty of sources of energy
“supply. They are a little concerned about dependence on the Middle East. There are also ‘

concerns about places hkc Indonesia, wh1ch means that having a diverse set of LNG supply

opportumtlcs isa rea] source of compctmve advantage.

- MR. van de VIVER: 'If ] may, because I can never stop myself, I will make a final

- comment on this mscovery around Australia from our minor compeutor This was a 2000
dlSCOVCl’y, so I do ot qmte know why. they decided to put it 1n the news this week. I think-

‘ you need to look at that in context with a lot of the other gas reserves waiting in Austraha.

" There already are 100 tcf or so of gas reserves in the queue in Australia. Ulﬁi‘nately itisall
about' what is the lowest cost of supply we can put together. We feel Sunrise and Gordon,
not only because of the vsu.pply cost but also relative to the liquid content, will go earlier off
the block than aﬁyming else.

| MR. DAVID WHEELER, J.P. Morgan Securities Inc.: Nigeria 18 ydur biggest growth area

over the next five years. Obviously, there are several nsks there these days with the current
unrest, but on a longer-term basis there are OPEC constraints to growth. You have a

| government that may have different development priorities because of a djfferent
government take in the deep water versus the delta Can you address the current risks in
Nigeria? Have you given any thought to slowmty the pacc of your investments there, or do
you think you will be able to grow there pretty much unencumbered’ :
MR. van de VIVER: First of all, Nwena mdeed is a very 1mp01tant gxowth area for us. It

1§ an area whcre we have a ot of cxpenenca as you know, and where we have gone
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through some ups and downs before the 19th of April prcsidéntial c]ections,I and c;learly vt.he
world will mbve on from that point. Ithink we are very careful in baléncing our forwafd
growth investments in Nigeria. Given the amounbt of oppgf)rtunity we have out there, we
could have easily spent far more than we are actually doing today, because the scope.is Just
so incredible, both onshore and the deep water. So we are taking a very cautious, very
calculated approach to our investx‘nent in Nigeria. We have to balance around onshore and
the deepwater activities, but also integrate.it fully in the integrated gas and oil .approdch for -
the business linked to Nigcrian LNG. I think we are doing the right thing. At the same
time, we are vcry‘c_lose with Nigeria to going forward with their reserve potenﬁ_al and |
production capacity, which allows them to build ajso the case for increased OPEC quota.
We have a very integratcd, very well-orchestrated Iapproagh to make sure we manage our
overall risk tb‘that country. ‘
MR. W. KEV]N WOOD, Bear Stearns & Co., Inc.: You gave a little bit of color on
reserve replacement for the natural gas side. Could you do the same for the oil.sidg for
some of the big oil developments that aré awaiting approval this year?
MR. van de VIOVER: You have seen with the start of the discoveries over the last couple
of years that there are quite a few opportunities in the quene we are currently matuﬁﬁg— '
whether they are offshore Brazil, offshore Nigeria or still things that can be done in our
existing heartlands in Malaysia, Brunei and iﬁ Europe. That is quite a widespread vén‘ery
of oil-related activities we hope we to take to investment decision this year. Some of tﬁem
are pretty challenging projects and we want to make sure we have done all the homéwork-.
That is why I curently see a lot of appraisal ongoing to firm up the true scope of a lot of
these discoveries we hope to mature over the next two yearé. - |

 MR. GILMAN: A couple of Gas & Power questions. The first relates to an ove#hang from
a period when the business philosophy ancll focus of Gas & Power was different than it is
now—these power tolling contracts. 1 am curioﬁs if you could provide some ind'icatj'On
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going forward, under whatever assumpuons are convenient for you, what the earnings
impact of these are hkely to be for thlS year and maybe next, if you can go that far.
The second one relates to LNG and contracting strategy as it relates to new projéct :
- sanction, whether it be greenfield or a new plant. Can ybu give us an idea in the curféﬁt
env'uoﬁment—if itis diffcrcﬁt Adlantic basin versus Pacific, that is fine—what percentage
you want to see committed to long-term contract before Cieciding té };roceed with an
expansion or new plant, and how do you make that decision these days?
'MS. COOK: 1will just give a quick answer on the tolling and Malcolm fnight want to add
something. S ‘ . - : q ’
On tolling the qunck answer. is that the to]lmg deals have prOV1ded posmve mcome
for us, both last year and ﬂus year alben rclatlvcly small and probably 1mmatena] at the |
GToup level
MR. GILMAN: I am looking for the mark-to-market impact.
MS. COOK: The impact as reported in our_.rcsults has been positive fbr each of the last
two years. Long term we see them as positive value generators. On LNG, the quesﬁon
about.taking a new project forward and what percént of capacity we need commi'tte_d under
firm Jong-term contracts, ih our experience at least half has always been committed or

closc' to comimitted for the projecté that have gone forward so far, You asked about the

den:use of the Jong-term contract in the LNG industry and I'am here to say it is deﬁmte]y
not true. There is no way we would take forward an mvestment decision, for example on
Sakhalin, without a significant amount of the capacity underpinned by firm long-term sales
commitments. That is why we are workiﬁg so hard with customers in Japan as well as
'Korea and China. That is one of the our conditions—to take fc;rward the final ihvestment ’
decision, knowing we have the level of capacity sold under long -term contracts. That gives

us the confidence to 8o forward
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'MR. GILMAN: Does that 50 percent or thereﬁbouts include offtake potentially by Coral?
Does that count toward the 50 percent? |
MS. COOK: Yes, any long-term contract signed by any customer would count in our
minds. The only place we have done that on a long-term basis so far has been w1th ngema
Trains 4 and 5, where some of the volume under longmtcrm contract that underpinned the
final mvestment dééision Jast year was committed to a contract with waﬂ, althoﬁgh not
directly with Coral. But this for marketing into the United States where we had firm

h capacity already lined up.  So there was a firm market already secured fdr it and Coral
would then find the customers in the United Stétes. It was for on the ordef of oﬁe million -
tons out of the two train pl‘O_]ect It was a relatively small proportion of the total.

~ To the rest of your question, in Australia Shell did have a contract for what we refer
to as "the wedge volume"—not a long-term contract, but Jjust some of the capacity
~available in the early years as the ]‘ong-teml customers' demands are ramping up. That was
a different and a miich shorter cical._
MR. BRINDED: Can I just add something about tdlling. it_is irﬁportant to recognize _théit
tolling deals as a business concept make a lof of seﬁse. .Thcy divide _thc responsibilities and
risks between the people who are building the power stations and operating them, because
that is their area 6f expertise, and the people Who are sﬁpplyino the gas and taking the'risk
because that is their areas of expemse We feel good about the fundamental concept We
are also prepared to go for them when they will be able to monetize gas, as in the way we
have shown in Spain. That .makes very good sense. |
That said, we are nét planning to add rouch to our futdre tolling capacity, cﬂ_her than
the deals already coming on stream we already have comned to.in .the U.S. I'would say
these afe deals that have ‘been done with a 20-year time horizon in mind. Of course Lhéy g0
* throngh some ups and downs month to month, especially over the last few months. Just to
give an example of that, power prices in the U.S. and six—mohth—ahead power prices, which

e e
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is the Liquid périod of the market we are marking to, have been pretty volatile. To make
any forward projections of their value, while we wouldn't anyway, yéu can imagine thes_» .
have chaﬁged from one to the next very quickly. From January to Februéry we were takmg
in July and August, which are periods of pgak demand 1in the U.S. for a.u‘ condiﬁoning
loads, prices were up and it looked goéd. In March you afe taking in September and fora
couple of weeks it looks worse. Itis very \_/olat.ile thing. These tolling deals have Been'
done for the very long term. They are 20-year deals wﬁére we expect the fundamentals in

terms of the value of power generation in the United States to be sensible.

By the way, the Amount of total tolling capacity in the U.S. is somewhat under half
“the cqmvalent of the Shell equity gas supply volume we have in the U.S. Soitis somewhat
Jess than half of our equity volumes being converted to power at the moment, not countmg _
for the growth we cxpect as we brmg more LNG and other sources of gas on stream.
- MR. MATTHEW WARBURTON, UBS Warburg LLC' T 'have a question about the
~ growth in LNG. To what degree could some of the inherent gas price subsidies in some of
the growth markets like India and Chma prevent your realx?mg your asplratmns in terms of
volumetrics? I am thinking about the Indian fertilizer price subsuiy and things like that.”
Could you expand on that and how that may prevent the growth, especially obvmusly if
you adhere to the target returns for the division? _
MS. COOK: India is quite a challenge, there is no doﬁbt about that, to make that markef‘_ '
| viable for any imported natural gas. We recognized that when taking the investment |
decision for Hazira. We took quite a long-term view of that. Itis unportant that you are
able to demonstrate you can be low cost in that market, given things like the subsidies for
fertilizer plants; as you mentibned_. That was taken into consideratiorg. We believe we
have the low-cost site, providing a low-cost tariff for the gas as it gets to the market as one -
component of the cost to get it to market. We beliveve we have access to low-cost gas

supplies as well. Our being able to demonstrate that we have a low-cost value proposition
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for what we believe will be the big customers in India was key to underpinning the
mvestment decision. We have confidence in the future potential for the project because of
.that. | | | | |
MR. van de VIJVER: Just to clarify, in ﬂxe'production.caﬁabi]ity outlook you saw fr;)m niy
side, there is absolutely nothing banked in relation to LNG supplies to India.
MS. COOK: And we have not taken a long-term, take-or-pay contract for supplies to the
- Indian market either, Part of our business model is we sécufe the customers ahd éecurc
supplies.only as we have the customer demand for growth. Itis a different b,usinc;ss mpdel
. than the traditional LNG transaction.
'CLOSING
MR. van de VIIVER: Are there any other questiops? You mean you got all the answers
ydu were looking for. Thank you \%ery much for coming. .I hope to see you again in the
near future. Thank you. [Applause]

[Meeting ended: 11:48 p.m.]
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Unknown

From: Watts, Lew NL SIG-GPS

Sent: 20 March 2002 08:51

To: Henry, Simon S SI-Fl; Davis, Phil P SEPI-EPG
Ce: Harrop, Michael M SI-Fi

Subject: RE: Nigeria release

Simon,

This is strictly a matter for EP but, given my EP background, this is my
understanding of the situation.

You are right that reserves become bookable at FID, but this is at FID
of the upstream development. In the next few days we are taking FID on
the plant itself, not the individual upstream projects to supply. The
Jatter will take place over the next year (or so).

As a generality, we do know that approx 1TCF reserves are likely to be
booked but the precise timing of the individual supply elements could
alter the precise levels of reserves that will actually be booked aganst
the expansion.

I'm replying becuse I beleive Phil is tied up in meetings - but Phil may
like to comment.

Hope this clarifies.

Lew

~~~~~ Original Message=-----

From: Henry, Simon § SI-FI

Sent: 20 March 2002 08:39

To: Watts, Lew NL SIG-GPS; Davis, Phil P SEPI-EPG
Cc: Harrop, Michael M SI-FI

Subject: RE: Nigeria release

Lew, Phil. What does 'when they become bookable' actually mean? We
have always discussed with investors the fact that, for gas in.
particular, the point at which they become bookable is FID. Not before,
as lack of an FID also usually means lack of a market, and not later
because FID is an irrevocable step. For oil we may recognise earlier if
reserves are 'close to existing facilities' with a high probability of
development. We then have a history of revising reserves upwards over
‘the life of the project.

If these statements are not accurate, and there is any other method in
principle of booking reserves, please could you advise or point me in
the direction of someone who can assist. This is a very sensitive point
in the market at the moment and it would be sad to score an own goal
around such a positive announcement for the Group.

many thanks, Simon

mmmmm Original Message-----

From: Watts, Lew NL SIG-GPS

Sent: 20 March 2002 08:07

To: Davis, Phil P SEPI-EPG; Hill, Kate KB SI-PXXM

Cc: Blackler, Phil PD SIG-GPSA; Harrop, Michael M SI-FI; Henry, Simon §
SI-FI; Jacobi, Mary Jo SI-PXX; Ward, Brian BJ SEPI-EPG; Williams, Sylvia
R SIG-GPHX

Subject: RE: Nigeria release

Just to add, the CMD notes say "NLNG Plus will add some 1 Tcf to Shell
proven gas reserves when they become bookable" - they key, as Phil has

1 - " DB 030662
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said, is the last few words.
Lew

-----0Original Message-----

From: Davis, Phil P SEPI-EPG

Sent: 20 March 2002 07:59

To; RHill, Kate KB SI-PXXM

Cec: Blackler, Phil PD SIG-GPSA; Harrop, Michael M SI-FI; Henry, Simon S
SI-FI; Jacobi, Mary Jo SI-PXX; Ward, Brian BJ SEPI-EPG; Watts, Lew NL
SIG-GPS; Williams, Sylvia R SIG-GPHX

Subject: RE: Nigeria release

Kate,

The gas that will be supplied to Trains 4/5 has not yet been booked as
proved reserves - this will be done at end 2002 and the volume will be
about 28 milliard m3 (or 1 Tcf). These are Shell share figures. '

As this is much lower than the figure mentioned by Brian below, let me
explain the difference:

- Bach train will take about 660 MMscf/d of gas for a contractual period
of 20 years - this equates to 9.6 Tcf and is close to Brians estimate.

- The Shell joint venture in Nigeria only supplies 53% of the total
volume to NLNG, the rest is supplied by the TFE and Agip joint ventures.

- Shell only has a 30% interest in the Shell JV - the other partners are
the Nigerian National Petroleum Company NNPC, TFE and Agip.

- Most of the Shell JV concessions expire in 2019, before the end of the
supply commitments to NLNG. The reserves booking will be limited to the
volume supplied within the licence period.

I hope this is clear, but please get back to me if you need
clarification.

regards
Phil

Philip Davis

EPG Regional Business Adviser

Shell EP International B.V.

PO Box 162, 2501 AN The Hague, The Netherlands

Tel: 431 70 377 7695 Fax: +31 70 377 3889 Other Tel: +31 652 036680
Email: P.davis@sepi.shell.com
Internet: http://www.shell.com

> o————— Original Message--=--
> From: WARD, BRIAN B.J.
> Sent: 19 March 2002 20:35
> To: Hill, Kate B.
> Cc: Blackler, Phil D.; DAVIS, PHIL P.; Harrop, Michael M,;
> Henry, Simon
> 8,; Jacobi, MaryJo; Watts, Lew N.L.; Williams, Sylvia R.
> Subject: RE: Nigeria release :
> Importance: High
>
> 310063
> I can get back to you tomorrow on this. The question is Voo
2 DB 030663
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whether or not

the gas reserves have already been booked in anticipation (I

would guess

they have). Two trains would normally accomodate 6-8 Tcf depending on
contract terms.

Phil by copy of this note can you get back to Kate asap (I'm
in Rijswijk :
tomorrow morning.)

Brian

~~~~~ Original Message-----

From: Hill, Kate B.

Sent: 19 March 2002 13:18

To: WARD, BRIAN B.J.

Cc: Jacobi, MaryJo; Harrop, Michael M.:; Henry, Simon §.; Watts, Lew
N.L.; Williams, Sylvia R.; Blackler, Phil D.

Subject: Nigeria release

Brian .

Phil Blackler suggested you might be able to give a steer on
the reserve indication - I understand that CMD were told it
was around ltcf, but that there were some issues around what
was bookable and when. We'd be keen to get as much publicity
as possible for the announcement, so having a reserve figure
that was cleared for use would be very helpful.

regards

Kate

----- Original Message-----
From: Henry, Simon S SI-FI
Sent: 19 March 2002 12:03

To: Hill, Kate KB SI-PXXM
Cc: Harrop, Michael M SI-FI; Jacobi, Mary Jo SI-PXX
Subject: RE: Proposed Press Release

Kate, thanks. only missing info from my perspective is an

indication of amount of reserves that are hereby brought to
commercial potential? would be useful for us in discussion
with outside world about reserves replacement. can you get
this for us?

we need maximum coverage for this one -~ mary jo and I met
phil on related process this morning and it would benefit us
all to see a few headlines on this. how will you work this?

simon

----- Original Message-—----
From: Hill, Kate KB SI-PXXM
Sent: 19 March 2002 10:37
To: Harrop, Michael M SI-FI; Henry, Simon § SI-FI;
Detheridge, Alan A SIPC~EPG
Ce: Kuzemko, Nigel N SIG-GPAL; Roberts, Pat P SIG-GPAL
Subject: FW: Proposed Press Release

fyi, NLNG release on FID for trains 4 and 5, due out
tomorrow. I'1]l be suggesting a few stylistic changes but
nothing structural.

Kate

————— Origipal Message=--~-
From: Blackler, Phil PD SIG-GPSA ) V00310064

’ DB 030664
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Sent: 19 March 2002 09:59

To: Williams, Sylvia R SIG-GPHX

Ca: Herbert, James MT SI-PXXM; Hill, Kate KB SI-PXXM
Subject: FW: Proposed Press Release

Sylvia,

Draft Press release for NLNG Plus FID attached, which
NLNG has circulated to Shareholders for comment. Will revert
with a few minor comments but the draft, as written, is
acceptable from our perspective. If you have any comments
please revert before mid-day today. There is a Board and
Shareholders meeting in London tomorrow when a positive FID
is expected to be taken, following which the release will be
made public. ’

Regards

Phil Blackler

Business Development Manager

Shell International Gas Limited

Shell Centre, London SE1 7NA, United Kingdom

Tel: +44 207 934 3952 Fax: 7321
Email: Phil.D.Blackler@si.shell.com
Internet: http://www.shell.com

-~---Original Message-----

From: MacGregor, Elizabeth LOF/0
Sent: 19 March 2002 09:33

To: Blackler, Phil SIG-GPSA
Subject: FW: Proposed Press Release

----- Original Message—-----

From: MacGregor, Elizabeth LOF/0

Sent: 18 March 2002 19:21

To: - Blackler, Phil SIG-GPSA; 'alain marechal'
Subject: Proposed Press Release

Message from Andrew Jamieson:
Please see attached draft of proposed Press Release for
your comments,

<< File: Press Release.doc >>

Regards,

Elizabeth MacGregor

Nigeria LNG London Liaison Office

Heron House

10 Dean Farrar Street

London SW1H ODX

Tel: +44(0)20 7799 2677

Fax: +44(0)20 7233 0034

e-mail: Elizabeth.MacGregor@lon.nlng.com

VNV VNV VYV VYV VYV VYV VYV VVYVVYVVYVVVVVYVVVYVVYVVVYVVYV YV VVIVYVYVVYIVVVYVVYVYVYVVYVYVYVVYVVYVVYVYVYYVYVY
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Questions/Issues From Meeting with Capital Guardian in New York
19-04-2002

= Afier you digest these acquisitions, what will your gearing be?

o It looks like you have gaps in GP, were Pennzoil and Enterprise just opportunistic
plays?

o Docs the Enterprise transaction allow you to upgrade your portfolio or does it just
facilitate your achieving the 3% production target?

¢ Docs the Finterprise transaction present you with more opportunities to spend money
in the North Sea as a result of the expanded tax credit?

» [s the Enterprise transaction going to cause the Noith Sea to become less attractive?
» How will technology improve your exploration efforts in the North Sea?

s  What were you F&D costs for 20017

e  What level of confidence do you have in Enterprise published reserve number?

¢ Can you comment on Enterprise’s opportunitics in Brazil?

» Wil you sell Eunterprise’s Italian assets to ENI?

e Re the GOM, can you catch uy} to BP’s position?

¢ Do you feel that the GOM still has potential?

«  Can you comment on prospects for shallow water, deep gas in the GOM?

¢ What is your thinking re you alignment with Gazprom?

¢ Do you anticipate more overall drilling in the North Sea over the next say, five years?
e  Will you be making any changes as a resull of new accounting rules?

*  Will Pennzoil’s management stay on?

* Do you think that you will have any cultural issucs with cither transaction?

«  Why does Pennzoil currently have such a low ROCE?

¢ With new environmental regulations here and coming both in the US and in Europe,
how do you think this will alt play out?

=  How do you manage political risk?
e  Why did you not hedge some or all of Enterprise’s production?
¢ Can you talk a litle about fuel cells? What are you doing in this area?

¢ Can you help me understand inter-segment climinations between EP and OP?

EXHIBIT

i ey Cﬂ
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US West Coast: Briefing materials

Phil, attached are the following briefing materials for your trip.

+« Adectailed agenda from David, describing the various IR meetings and attendees,
together with an assessment of their areas of interest

* A copy of the speech and presentation materials. We have also provided a bound
copy for your use it you prefer.

+ Issues briefing including Q&A. We still have 2 issues to resolve, the current story \,
% ,’m on Pennzoil and the Gulf of Mexico discoveries. As you are probably aware, Pennzoil /\ ¥
\ may be approved in the very near future and OP Houston is developing materials on
this basis, David will ensure you have the latest version before meetings on Monday.
The Great White discovery has now been reported in trade publications, in addition to
the fact that more than one broker has now told us what the size of the discovery is -
again David is extracting the latest statement from EP Houston.

e US Shareholder information: | had hoped to be able to provide the August
movement report, but unfortunately the 3 party provider is going to be a day or so late
s0 | include the July report plus some preliminary August information.

» A copy of the recent ConocoPhillips presentation to investors. Although given by 2™
level executives at a broker arranged event rather than a CEO strategy presentation,
this is the first comprehensive look at the invesiment case for the new company and-
gives a feel for the story they will pitch - primarily to US investors. '

» The detailed IR programme for the next few months, concentrating on the November
1-1s. The balance of days is US 4, UK 3, Europe 2.5, with additional group meetings
in the UK and Netherlands. | attached a detailed list of the investors we will target in
the UK and US, and we are beginning to set up the meetings — exact schedules may
vary according to availability of investors. We would like to reserve some firepower for
1-1 follow up meetings after the February presentation, particularly in the UK, so
recommend that we take only one of the days that you have made available for the UK
in Novernber. This should allow 5 rmeetings and ensure that there is no danger of an
‘FT backlash’, but also avoid over exposure before February when the message will be
more high profile and you will certainly need to front the UK programme,

I have also included the executive summary from the final Finsbury audit report. We
received the report in 3 stages, with the first feedback being the best praclice examples and
quidelines received in May. We then received the more detailed findings and
recommendations (with us compared primarily with BP, tor reasons outhined in the summary)
and finally this summary. You will recognise many of the main recommendations from our
recent discussions and the CMD notes, this reflects the fact that we have been working on the
recommendations since May, well ahead of a final report.

I had intended to include the (in my view excellent) EP deepwaler presentation that John
” \ } Darley has prepared to give to an investor conference in Bosion on Sep 19" but unfortunately %
\X this has not quite been finalised. David will have: a copy by the time you meet. We expect
some of this material to be used on the analyst field trip tn October.

=

-
- P

AN

IR Seplember 12 2002
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Investor Relations

Philip Watts

Chairman
Committee of Managing Directors
Royal Dutch/Shell Group of Companies

17-19 September 2002
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1.0 San Francisco

e Wells Fargo meeting — 0830-0930

O First time that we have met with Wells Fargo in San Francisco

O Meeting with Steve Wilkes and others

O Various entities of the firm manage approximately $39 bln in assels

O Various entities of the firm own 62 mln shares of RD worth
approximately $266 min

O Presentation — would suggest only going through slides 2 (portfolio
direction)...slide 3 (portfolio potential)...slide 4 (competitive returns)

/,—’H and slide 5 (Group targets). Would suggest that a summary of the text
f\ld}u'/‘ \ for those slides be shared as opening remarks and then open it up for
>

' Lﬁ\ ,-y questions.

¢ Prudential meeting —1030-1130

O Meel with Mike Mayer (lead analyst) and Andrew Rosenfeld (refining
and marketing ana yst)

O Mike currently has R[D/5hell ona hold with a targel price of $47
primarily due to valuation issues around the stock price

O Generally a supporter of the stock but will probably ask queslions
around the recent acquisitions, production targets and USOP
performance.

O Presentation — Mike knows our company very well. Thus, would

suggest using slide 5 (Group targets)...remind Mike and others what the

C@\)/n/ largets are and then open it up for questions.

« Lunch with selected investors/analysts - 1200-1330
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Joshua J. Rothe _ i | SKBA Capit-e;lmManagément - o
Ted Schneider v ) Shuman & Sc_l_xheider Inveslme}_\“tg
| Mark Semonian _ PFLUEGER & BAERWALD INCO |
Deanna J Shipman o
Edward Thomas - Bio Ventures Inc.
_Rolax_wq_l_j Under_l}lll - _ Lateef Managemenl Associates
‘Steven Wilkes Wells Fargo Bank, N.A
‘Sabrina Yih Wells Capital Management ]

» Dodge and Cox meeting - 1400-1515

O This will be our first meeting with Dodge and Cox in San Francisco

O 1recently met with the lead cnergy analyst in NY who was very
interested in the company. We covered the usual topics around
strategy, acquisitions, performance issues, production targets, etc.

O The firm currently manages around $33 bln in assets

O The firm current owns 0.3 min shares worth approximately $12 mln but
their style of investing tends to lead them to stocks such as ours and
this meeting has been set up for them to get to know our company
better and to encourage them to invest more in our company.

O Presentation —would suggest only going through slides 2 (portfolio
e direction)...slide 3 (portfolio potential).. slide 4 (competitive returns)
S Y and slide 5 (Group largets). Would suggest that a summary of the lext
6/\/\‘@/‘ for those slides be shared as opening remarks and then open it up for
questions.
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2.0 Los Angeles

o Breakfast with selected investors /anatysts — 0900-1030

Name Firm e
Susan B. Frank Kayne Anderson Rudnick Investment
_ Management, LLC i
Raymond Frankel Burnham Asset Management Corp.

Kenneth J. Gerbino

Kenneth J. Gerbino & Company

Richard N. Lewis

Capital Rescarch & Management

F. Jack Liebau Jr.

PRIMECAP Management Company

‘Matthew W, Markz;g(ﬁ o

Stonebridge Capital Management, Inc.

Craig Milias o Bel-Air Investment Advisors, L.L.C
Michael C. Sandler Pacific Financial Research, Inc
Arnold Seidel MORTON SEIDEL & CO. INC
Joshua D. Shaskan Westcap Investors, L.L.C.

Richard Sherry Kayne Anderson Rudnick Invesiment

Management

_jvi};fhitephenson )

Bel Air Investment Advisors, LLC

Marco Vivanti
Maric Walsh

RNC (fapita] Management
Kayne Anderson Rudnick Investment

»Maﬂnagement

"]é;n_‘i:iaptiste Nadal

Kgyx\e Anderson Rudnick Investment

Management

O Nole — Jack Linbau of Primecap has been a shareholder in RD before,
then sold his position but recently bought 1.9 min shares worth
approximately $82 min. 1am looking at Judy possibly visiting Jack in
November when she is in the US

o Capital Guardian meeting -- 1100-1230

O We will be meeting with Cathy Kehr (lead analyst) and others

O Various entities of the firm have approximately $250 bin under
management

O Capital Guardian is the largest US sharcholder in the Group. The
currently own 37.5 min shares of RD worth approximalely $1.6 bln of
RD and 12.3 min shares of ST&T ADRs worth approximaltely $555 min
and 14 min ordinary shares of ST&T worth approximately $105 min for
a total dollar holding of $2.2 bin

O They have been long time supporters of the stock but recently have
been sellers of the stock in their mutual funds all except one. The
selling aver the last two months totalled approximately 5 min shares of
RID.
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O They are extremely knowledgeable about the company and I anticipate
questions on such topics as...why we did the recent acquisitions, UP OP
and where it is headed, production targets and selected arcas of EP
emphasis, Saudi projects (where do they stand), and LNG sales
prospects going forward.

O Presentation — Cathy and company know our company very well.
Thus, would suggest using slide 5 (Group targets)...remind Cathy and

@ others what the targets are and then open it up for questions.
il

G
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3.0 Sealtle

e WM Advisors — 1000-1100

O First time meeting with WM Advisors
O We will be meeting with Anatoliy Cheerevach (lead analyst) and others

O This firm is a large firm for Scattle but relatively modest when
compared to some of the others we will see on this trip.

O The firm currently has approximately $4 bin under management

O The company currently owns 1 mins shares of RD worth approximately
$41 min of RD.

O The intent of the mecting is for them to get to know us better and to
begin establishing better contacts in this part of the US, which has a
high concentration of high net-worth individuals due to various tech
companies nearby (ex. Microso ft)

O Presentation — would suggest only going through slides 2 (portfolio
———~  direction)...slide 3 (portfolio potential)...shde 4 (competitive returns)
and slide 5 (Group targets). Would suggest that a summary of the text
for those slides be shared as opening remarks and then open it up for
questions.

R
AsA
(Sudr
O l anticipate that the questions will not be too in depth

o Lunch meeting wilh the Seattle Analyst Sociely - 1500 1430

O We last met with the group in the summer of 1999 with Wouter making,
the presentation

O The turnout is anticipated to be somewhere around 40-50 people, but
we will not know that until the actual titne of the meeting

O Basis the background of the attendees, I would anticipate that the
questions will be fairly high level about the overall strategy of the
company, our thoughts about world events and the impact on
comimodity prices.
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Royal Dutch / Shell Group of Companies

W

Philip Watts, Chairman of the Committee of Managing Direcloss
Seplember 2002

Slide 0 - Title

1 would like to thank you for coming today and I hope that you find
today’s meeting informative and helpful. With me are David Sexton,
Manager of Investor Relations, USA as well as Andy Brown, who works
with me.

I plan on sharing a briel amount of preparcd material, where 1 will focus
on our company’s strategy, our Q2 2002 results and some of the exciting
things going on in our US EP business. Butl .will reserve the bulk of the
time for your questions.

Before I begin, 1 would like to mention that in your chair, you should
have in addition 10 a copy of the slides 1 am about to discuss, a copy of
the material that we presented at our recent Q2 2002 conference call
meeting with analysts, T will not be referring to this material except for a

few key slides, but wanted you to have it for your reference.
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Disclaimer

This presentation contains lorward-1ooking stalements that are subject to risk
tactors associated with the oil, gas, power, chemicals and renewables businesses.
it is bolieved that the expectations reflectad in these statements are reasonable,
but may be affected by a variety of variables which could cause actual results or
trends to differ matesially, including, but not limited to: price fluctuations, actual
demand, currency lucluations, drlling and production results, reserve estimates,
loss of market, industry competition, environmental risks, physical risks, legislative,
tiscal and regulatory developments, economic and financial market conditions in
various countries and regions, political risks, project delay or advancement,

approvals and cost estimates.

FAoyal Dutch 7 Shall Group of Companies 1

Slide 1 - Disclaimer

I would call your attention to the disclaimer and allow you a few

moments to read it.
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Slide 2 -- Portfolio direction by business

We have a clear strategic direction for growth ... based on continuing
robust profitability and competitive edge.

We believe that robust profitability depends on

¢ being disciplined in our use of capital

o seizing opportunities to strengthen our portfolio

e delivering operational excellence and cost leadership

o and accepting personal accountability for our decisions.

Our competitive edge includes our wide-ranging technology capabilities,
the strength of our brand, our global reach and the attention we give to

our reputatton.

Continued over. ..
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The key themes of our company’s strategy include. ..

e Shifting the balance of the portfolio towards the upstream and gas ...
and geographically towards the United States, Asia ... especially China
... and offshore Africa.-

e Maintaining profitable growth in Oil Products and Chemical
businesses. I will talk about this later but our Oil Products business
outside the US is the leader and we are on the road to improving our
returns in the Qil Products business in the US.

e Tlastly, we intend Lo grow our capital employed by selective
investment of some $12 billion per year of organic growth exceeding

depreciation of approximately $7 billion per year.
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Slide 3 -- Shell constantly monitors its portfolio potential

If we take our portfolio and examine it by how cach part is performing,
several things emerge. ..

e the majority of our portfolio is already delivering strong retums

18% of our portfolio consists of mature asscts that have the potential

for both higher returns and growth

e 15% of the overall portfolio will be in new growth projects for EP and
GP that will achieve the desired returns once they are fully opcrational

e that our new businesses are not yet performing as desired but we will
continue to look for at least one new revenue stream

o and lastly, that about 10% of our portfolio is not performing as we

would like and is recciving “priotity attention” We are alrcady taking

steps in this arca to address these issues. Examples include. ..

Continued over. ..
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o the sale of assets such as our midstream assets in Germany
{Ruhrgas], Pulse in Australia, and pipelines in America

o shutting down under performing assets such as the Pililla
refinery in the Philippines

o Restructuring our polyolefins joint venture with BASF called
Basell, where global manufacturing capacity has been
reduced by approximately 10%, both in the US as well as in
Europe ... the product line has been streamlined by
approximately 35% ... fixed costs have been reduced.

o taking action on under performers ... such as InterGen, which
is our joint venture with Bechtel that builds power plants
around the world

o restructuring some of our new businesses such as Shell
Capital, Shell Internet Works, and Shell Consumer .

o and optimizing the Qil Products portfolio to focus on

growing markets by divesting/swapping retail assets.
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Slide 4 -- Group ROACE target of 13-15%
The chart illustrates one of our key goals and measures of success and
that is...we strive to maintain our Return on Average Capital Employed
(ROACE) at “normalized” conditions {including $16 Brent, $3.00 Henry
Hub natural gas] between 13 and 15%.

We expected the EP business (o deliver around 118% this year in a steady
state ... which it would have done so far without Enterprise, our recent EP
acquisition,

‘The acquisition has pushed it lower but still above the 15% level we want
our established businesses to be able to deliver.

OP is at 14%. Further structural improvements are required, particularly
in the United States, to achieve 15%. Dealing with it will be a key
challeuge for the rest of the year.

Chemicals is improving but still has some way to go.
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Slide 5 -- Commitment to targets within a strong financial framework
As you can see, we have a clear strategy for moving forward which is
consis.tcnt with our recently announced acquisitions, our 2002 capital
investinent program and our various initiatives. Tet me remind you of
what our key targets are...

e The central target is delivering a Group return between 13 and 15% at
our reference conditions. That means established businesses capable
of delivering 15% at reference conditions,

o We seek further unit cost improvements of 3% a year ... totaling $500

million.

Continued over. ..
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s We look for gearing between 20 and 30% ... and are currently at the
lower end of that range.

e We aim to grow our production by 3% a year on avcrage over the five
years from 2000 ... excluding Enterprise. We are on track to achicve
this and have reaflirmed in the second quarter, our target of 3%
growth on the higher base.

We have the capacity to continue our share buy back programme.

And we arc taking action on the $7 billion of under performing assets.

FOIA Confidential _ '
Treatment Requested | MISC00021680




Case3:04-Ttv-00372-JAP-JJH Document 350-4 Filed 10710707 Page 67 of 75 PagelD: 24733

10

2002 Q2 earnings @
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Slide 6 -- 2002 Q2 earnings

Turning now to how did we do in the seccond quarter of 2002....

We posted adjusted CCS earning of $2.2 billion, 38% down on the record
sccond quarter last year.

The major decreases were in Gas and Power and Oil Products ... both of
which were also down on the first quarter.

And we saw some improvemment in Chemicals.

The major impact in the quarter on our returns was the external
environment. And I might note, these external conditions included some
of the worst refining and marketing margins we have seen in some tine.
And, we also saw a sharp increase in capital employed at the end of the
second quarter.

Together these reduced our returns to 12% ... from 21% last year and

16% for the 12 months up to the end of March.
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Year on year - a competitive performance
5 million ",
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Slide 7 -- Year on year - a competitive performance

But even with the impact of external conditions, as this chart illustrates,
our returns wefe close to the leader and well ahead of our other major
competitors on a comparable basis. And given our renewed efforts in the
arcas of streamlining our [)Ol’[f()l;l;) and cost reductions, we should remain
in the band that I referenced earlier of between 13 and 15% at our

reference conditions.
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Slide 8 -- Hydrocarbon production — up 8% and over target

The 8% production growth represents an 11% increase in oil and 3% in
gas. An additional 241 thousand barrels oil equivalent a day from
FEnterprisc was the primary contributor.

However, underlying voluines rose by 1% as production from new fields
outweighed field declines and OPEC quota constraints.

New production was primarily in the Gulf of Mexico and Denmark, as
well as from the additional 10% of the Drangen ficld in Norway we have
purchased.

The Brutus platform returned to production in May and is producing in
excess of 100 thousand barrels oil equivalent a day.

And as I mentioned earlier, excluding Enterprise, we are on track (o
deliver our production growth target this year ... 3.8 million barrels oil

equivalent a day at reference conditions.
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G&P mainly reflects business environment @
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Slide 9 -- G&P mainly reflects business environment

Gas and Power earnings rgﬂect the deterioration in the business
environment in comparison with an unusually strong second quarter last
year.

LNG prices were down 16% reflecting the lagged effect of previous
lower oil prices.

As well as lower LNG carnings, the GP results were affected by smaller
dividends from Ruhrgas and re-phased dividends from Malaysia.

In the difficult US gas and power environment, our US trading operation
made a small prolit. This contrasts with the very strong performance a
year ago. The decline was not related to tolling.

Continued over. ..
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The ‘other’ item includes a contribution from the power business.
[nterGen’s installed generation capacity has almost trebled over the last
12 months and management is now focusing on operation excellence.
The company is not immune to the deterioration in the power business
environment and as a result, InterGen’s management is developing a plan

in response, to be reviewed with the shareholders.
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Oil products leads outside USA
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Slide 10 -- Oil Products leads outside USA

opportunity of the US business.

competitive strength of the business a whole ...and the challenge and
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This is a slide on oil products we have used before. It demonstrates the
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Slide 11 - USA OP business has potential to grow into a $1.3 billion
business delivering at least 2% ROACE

In 2002, we have closed or will shortly close on two separale
acquisitions. . .the purchase of Texaco's interest in Equilon and Motiva,
their former downstream joint ventures with Shell and Pennzoil/Quaker
State.

With regard to Equilon/Motliva, we are ahead of target in realizing the
planned $300 million in costs savings and $100 million in extra revenues.
Business structures have been simplified and network rationalization is
progressing well.

We expect to reduce staff by at least 8% ... and are already a third of the
way there ... and to close or sell around 15% of the network.
Re-branding is under way and there has been significant growth in Shell

branded lubnicant sales.
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Cost savings - a proven record @
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Slide 12 -- Cost savings - a proven record

We have been on this_ journey for some time. We announced in
December 1998 a goal of achieving some $5 billion in cost savings. We
accomplished that goal by the end of 2001.

In December of 2001 for both 2002 and 2003, we aunounced a further 3%

cost reduction in fixed costs or approximately $500 million per year.

Through the end of the second quarter, we had achieved some $140

million of this goal.

Conlinmcd over.

Treatment Requested

7




[———Case~3+Sdre 003 7A-IAP-33—Doctumemnt 8502 Fited T0/T0/07 Pagé /5 of /5 PagelD: 24741
18

For Enterprise, we announced a target of $300 mln in synergics, and
expect to achieve $75 mln this year. The Enterprise head office in

London has already been closed and staff reductions are on target.

We announced a synergy target of some $140 min in association with our
acquisition of Pennzoil/Quaker State and efforts are currently underway

on planning how to caplure these benefits.

Lastly, our joint venture with BASF called Basell had a goal of euros 250
million by the end of 2003 and is on track to achieve €220 million by the

end of this year.
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