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Structure of the Royal Dutch/Shell Group

Royal Dutch
Petroleum Company

Netherlands 60%

The “Shell” Transport and
Trading Company, p.Lc.

\L"(f/u—/

{

Individuals and
Institutions

—l ———

=== shareholding relationship

Individuals and institutions

There are some 600,000 sharehoiders of Royal Butch and some
273,000 of shell Transport. Shares of one or both companies are
listed and traded on stock exchanges in eight European countries
and in the USA,

The estimated geographical distribution of shareholdings at the
end of 1997 was:

Royal Shell

Dutch Transport Combined
% %

United Kingdom 1 96 39
USA 43 4 27
Netherlands 43 > . 26
Switzerland 9 * 5
France 3 * 2
Germany 1 * 1
Others * * *

"Less than 1%

Parent Companies

As Parent Companies, Royal Dutch Petroleum Company and The
“Shell” Transport and Trading Company, p.i.c. do not themselves
directly engage in operational activities. They are public companies,

one domiciled in the Netherlands, the other in the United Kingdom.

The Parent Companies directly or indirectly own the shares in
the Group Holding Companies but are not themselves part of the
Group. They appoint Directors to the Boards of the Group Holding

Companies, from which they receive income in the form of dividends.

Shell Petroleum N.V.+

|| ¥
Operating Companies
in more than 130 countri

""" > {other than Shell il Comp
and its subsidiaries)

The Shell Petroleurn T ¥
Company Limited
UK
Shell Oil Company
usa
Shell Petroleum Inc.+ 4

UsSA

Royal Dutch/Sheil Group of Companies

Group Holding Companies

Shell Petrofeum N.V. and The Sheli Petroleum Company Limited
between them hold all the shares in the Service Companies and,
directly or indirectly, all Group interests in the Operating Companies
other than those held by Shel!| Petroleum Inc.

Service Companies

The main business of the Service Companies is to provide advice
and services to other Group and associated companies, excluding
Shell Petroleum Inc. and its subsidiaries.

Operating Companies

Operating Companies are engaged in various activities related to ofl
and natural gas, chemicals, renewable resources and other businesses
throughout the world. The management of each Operating Company
is responsible for the performance and long-term viability of its
own operations, but can draw on the experience of the Service
Companies and, through them, of other Operating Companies.

tShell Petroleum N.V. holds equity shares in Shell Petroleum Inc. which are
non-controlling but entitle it to the dividend flow from that company.
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Chairman’s Foreword

Shell companies continued to contribute to global economic development last year - by delivering the improved
business performance which is the essential foundation of this contribution, by pursuing the business transformation
on which future success depends, and by responding openly to public concerns and expectations.

Delivering profitable growth

Our objective is to deliver the profitable
growth which will provide the basis for
continuing improvement in the return to
our shareholders — in a manner consistent
with our business principles.

Our goal is to achieve strong growth
in production and sales volumes, and in
revenues — with a 15% return on capital
employed by early next century.

A substantial increase in capital
expenditure over the next few years will
confirm the Group's position as one of the
world’s largest private investors. To support
such investment existing operations
must be run as effectively and profitably
as possible. Growth will be greatest
in Exploration and Production, which
will employ an increasing share of the
Group's capital.

Adverse business conditions affected
the 1997 results, particularly in the fourth
quarter. However, the underlying business
performance gives us confidence in our
ability to meet these long-term objectives.

The fall in oil prices hit upstream earnings,
the impact being somewhat softened by
lower operating costs. Although il
production rose slightly, warmer weather
reduced gas sales. Oil product sales
continued to grow strongly. Sales volumes
of chemicals also increased.

Overall net income of £4.7 billion in
1997 was 17% down on the previous year.
Excluding inventory holding effects, earnings
were 6% lower, Results were affected by
the Asfan economic turmoil, as well as the
strength of both sterling and the US dollar.

From 1998, Group financial statements
will be reported in US dollars, making it
easier to compare our performance with
that of other energy companies.

Reserve levels increased: net additions
exceeded the year's production by 29%
in the case of oil and 110% in the case
of gas. '

Shell staff everywhere have responded
to the need to adapt continuously to new
business and societal challenges. The extent
of these ceaseless changes - to a ‘learning
organisation’ — truly merits the term
‘transformation’. These changes build on
long-standing technical and financial
strengths: focusing on meeting customer
needs; improving performance; and
realising opportunities.

A major theme is ‘openness’ - to new
ideas, about what we do, and to the ideas
of others. The basis of this is our confidence
in the strength of our own core values.

In adverse conditions, our
underlying business performance
gives us confidence in our ability
to meet long-term goals. Shell
staff are responding to the need
for continuous learning to grasp
new business and societal
challenges. We value openness —
to new ideas, about what we do,
and to the views of others.

Preparing for the future

In the increasingly competitive and fast-

moving global economy, businesses must be

able to learn and adjust quickly to changing
conditions. Shell staff have shown themselves
eager to grasp new ideas which help drive
forward their businesses.

In discussing these changes, | can point
to many accomplishments — not just
aspirations. These are some:

+ increasing cost competitiveness in all
business sectors;

+ the creation of a global chemicals
business and a European oil products
organisation;

s the formation of Shell International
Deepwater to capitalise on the Group’s
teadership in deep-water technology,
and Shell Services international to offer
commercial business services world-wide;

¢ the alliances with Gazprom to develop
business in Russia and elsewhere, with
saudi Aramco to pursue opportunities

in Asia, and with Texaco and Saudi

Refining to meet commercial challenges

in the USA;

s the purchase of Tejas Gas and the
remaining 50% of Montell;

e the expansion of convenience retailing,
the entry into power generation, and
the commitment to the commercial
future of renewable energy.

Each of these offers potential for the future.

The creativity and drive which brought them

about offer much more.

LA

M Moody-Stuart, Chairman
March 12, 1998
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Telling it like i is

We are responding to increasing public
interest in Shell companies’ activities by
developing our reporting.

Shell companies have long been open
about the values and principles which guide
them. The Group’s Statement of General
Business Principles — our contract with
society ~ has been publicly available for
over 20 years. Last year's revision followed

extensive internal and external consultation.

It included commitments to support
fundamental human rights and to
contribute to sustainable development.

The first Group health, safety and
environment (HSE) report was issued last
year - as well as separate reports for the
main businesses. The HSE reports published
this year will be externally verified. Shell
companies are committed to continuously
improving their performance in these areas.
This year's Group report will include
improvement targets against which future
progress can be measured.

In addition we will be presenting the
contribution Shell companies make to
economic, social and environmental
progress in the new Shell Report, We are
planning, as soon as practicable, to expand
the scope to present a measured and
verified annual report on the performance
of Shell companies in fulfilling the
responsibilities they committed themselves
to in our business principles.

Energy for the 21st century

The world's economic and social transformation, which has enhanced
human fife over the past 150 years, has depended on the availability of
increasing supplies of affordable energy from fossil fuels. Energy needs
will continue to increase as population grows and living standards rise.
But they wilt also change, and markets will evolve in response - as they
have in the past. Last century wood gave way to coal. This century’s
transport revolution depended on oil. Natural gas is becoming

increasingly important.

Competition between fuels will continue to drive this evolution.
Although ol is likely to remain the most convenient transport fuel,
supplies may peak within two or three decades. Consumption of gas
coutd double in the first half of the next century, because of its efficiency
and cleanliness. Renewable energy sources — wind, biomass and solar —
could be supplying a tenth of the world’s energy by 2020, and half by 2050.

Engaging with the world

It is not enough just to tell people what
Shell companies are doing. We must also
take account of the views of others.

This must, of course, include our
shareholders, whose views on any aspect of
the Group's affairs | am always very happy
to receive,

it must in¢lude Sheli customers. Far more
attention is being paid to finding out what
they want - and to delivering it. And also to
telling them more about what we offer.

it must include staff, Shell companies
have become much more open, with far
wider discussion about the directions they
are taking. However, greater openness goes
together with the ability to take decisive
action at all levels.

And it must include others in society.
We have devoted much effort to
understanding how pubtlic expectations
of international business are changing.

This has involved widespread discussion
with different strands of opinion around
the world. And we have not been afraid to
enter public debate where we believe we
have something to say. Shell companies are
increasingly working with community and
environmental groups.

Contributing to human progress

Modern business life involves inevitable
pressures, as well as opportunities for
personal fulfilment. In thanking all Shell
staff — and all who work with us - for their
contribution to business success and the
pursuit of necessary change, let me say that
| recognise our responsibilities to help them
manage these pressures.

We in Shell can fook back on a history of
many worthwhile accomplishments. But it is
more important to consider how we are
placed to contribute to progress in the
future. We can look forward with real
confidence, in the knowledge that we are
doing what it takes to meet the challenges
we foresee.

1 believe that our shareholders, our
customers, and the millions of people all
over the world who have a stake in Shell
operations can be equally confident.

Finally, | would like to express my
appreciation of the contribution to the
Company, in a time of change, made by my
predecessor, Sir John Jennings. | am pleased
that his counsel and experience will still be
available to us as a member of the Board.

Energy efficiency has continuously improved. However, there are good

reasons for expecting technological advance, better communications,
market reform and social change to bring faster improvement in future.
This is the context in which the world must respond to the possibility
that human activities are causing damaging climate change. Because wood
and coal emit more carbon dioxide than oil or gas, the carbon intensity of
energy supplies is steadily declining. Shell planning scenarios suggest that
continuing changes in fuel supplies and increasing efficiency could mean

that carbon emissions start falling in the first half of next century,

renewable energy.

Nevertheless, we support prudent precautionary measures — which are
flexible, economically realistic and long term — to encourage this process.
Emissions trading between nations wilt help flexibility. Shell companies are
contributing by reducing emissions from their own operations, playing a
leading role in developing gas markets and investing in commercial
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Financial Highlights

Earnings and Dividends

Share Prices

1557

1996

pence per 25p Ordinary share

1995 1997 1996 1985

London Stock Exchange

Dividends - e pence per 25p Ordinary share
Interim, 341 48 43 Highest .., 985 352 287
Final 8.0* 7.5 6.8  Lowest 331 276 231
13.1 12.3 11.1 Year end 440 337 284
e e e e e e e e e e e e e e+ e oo e e 1 s New York Stock Exchange
Earnings B 17.8 21.3 16.0 US dolfars per Mew York Sharet
Net assets 146.7 149.6 153.9  Highest At 3438 3
*Proposed final dividend, subject to approval at the Annual General Meeting of the lowest 3325 2554 2142
Company on May 8, 1998. The final dividend will be paid on May 15, 1998 to Members Year end 43.75 34,13 27.13

on the Register on April 24, 1998 and to holders of Bearer Warrants who surrender

Coupon No. 200;

The proposed dividend will be paid as a foreign income dividend (FID).

1997 1996 1995

. _ ... Us dallars per New York Sharet
Dividends S
Interim 8 051
Final ¥ 0.93 0,77
£ 1.52 1.28

Earnings B 1.75 1.99 1.52
Net assets 14.58 15.21 14.29

1+0One New York Share = six 25p Ordinary shares.

The US dollar figures for earnings and net assets are translations of the above sterling
amounts (refer to page 62 for details).

in respect of dividends which are not FIDs, under the current Double Taxation
Conventicns between the UK and both the USA and Canada, qualifying US and
Canadian resident holders of New York Shares receive an amount equal to the
imputation tax credit concurrently with their dividend, less a deduction for UK income
tax at 15% on the combined amount of the dividernd and such tax credit. Amounts
shown are US dollar equivalents of the dividend and tax credit at time of payment
before deduction of income tax at 15%.

As the final 1997 dividend is a FID, there is no tax credit or withholding fax referable
1o it. Accordingly, United States and Canadian residents are not entitled to payments
of any credits under the respective United States and Canadian double taxation
conventions with the United Kingdom.,

- 4The actual amount to be paid will be determined by the US$/E exchange rate ruling
on May 15, 1998,

Share data on this page have been restated %o reflect the capitalisation issue which
became effective on June 30, 1997, whereby two 25p Crdinary shares were issued for
each 25p Ordinary share outstanding.

Earnings and Dividends

Share Prices

London Stock Exchange {closing prices}

pence per 25p Crdinary share pence per 25p Ordinary share by month
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