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The Group has a presence in 71 countries. As af the end of 2002 Gmt;p componies have 2 refineries with a combined refinery

_ airports in 90 countries, Shell Aviation fuel some 20,000 aircraft and supplies over 23 million gollons (87 million litres) of fuel. in

steam and gas turbine vessels, together with around 100 different types of marine lubricants blended to provide optimum profection in |
fishing bocts

* Shell Gas I.PG markets LPG to around 40 million customers in over 55 countries and territories, supplying LPG for domestic purposes b
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Africa, South and Central America

capacily of some 0.3 million barrels per day. Associated companies have 8 refineries with a total capacity at the end of 2002 of
0.3 million barrels per day {Group interest 0.1 million barrels per day).

There are a total of some 9,000 service shations in retail markets. Differentiated fuels are now available in 18 countries.

The sale of a 25% interest in Shell’s marketing businesses.in South Africo to the Thebe Investment Corporation was completed
in the first quarter 2002. This sale is a positive response to the South African Government's Black Economic Empowerment initiative.

Global Businesses The Group manages its Aviation, Marine Products, LPG and Global Solutions businesses on a global basis.
This global approach has allowed the Group to better meet the needs of its global customers, share best practice and common
processes and drive for lower cost structures and supply chain optimisation. The simplification of structures in the USA will allow

the Group to further extend these benefits, which will yield additional business and growth opportunities. The acquisition of Pennzoil-
Quaker State Company will allow the Group 1o build a further globol platform in lubricants. This will be in transition in 2003 and
will be completed in 2004.

Shell Aviation is a world leader in the marketing of aviation fuel and in the operation of airport.fuelling. Every day at over 800

2002 Shell Aviation was recognised by global airlines as the World's best Jet Fuel Marketer, winning the coveted Armbrust Aviation
award for the third fime in five yeors. -

Shell Marine Products is one of the world's leading suppliers of premium quality marine fuels, lubricants and services, working with
international and local marine customers worldwide. The business supplies 20 different types of marine fuel oil to power diesel engine, |

the toughest environments. The bUSlness serves more than 15,000 customer vessels ranging from large ocean-going tankers to small

(heating, cooking etc), commercial {restaurants], agriculture and industry; in developed countries LPG is becoming increasingly popular k.
as an avtomotive fuel. Typically LPG is distributed by cylinders, small tanks and large bulk tanks. During 2002 Shell Gas LPG g
completed the acquisition of Sihirgaz in Turkey, acquired the LPG business and assets of the Bharat Shell joint venture, as well as
finalising the acquisition of Unipetrol’s 55% share in Kralupol in the Czech Republic, giving the Group 100% ownership of the
company.

Shell Global Solutions brings the Group's technology and technical experience to market by providing industry and other Group
companies with innovative solutions to improve their performance. Shell Global Solutions has an extensive network of offices around
the world, with primary commercial centres now operating in the USA, Europe and Asia Pacific. The business has shown a sfecdy
growth in revenues over the last 3-4 years.

A Memorandum of Understanding was signed in November 2002 between Shell Global Solutions International and China Petroleum’
and Chemical Corporation {Sinopec). It provides for Shell Global Solutions to provide a programme fo improve the proﬁtoblhty of the
Jinling refmery in Nanjing based on transferring industry best practices’ to the refinery.

Shell Services offers industrial customers a range of services, mcludmg fuid munugemenf asset manogement and maintenance,
logashcal support and power opﬂmtsahon
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REFINING®
" Cost of crude oil processed or consumed $perbone  Refinery processing intake' bousand barrels daily?
finduding upstream margin on crude supplied by Group and associated exploration 2002 2008 2000 9% 1978
and production companies) Crude oil 3,881 3227 2787 2989 3207
Feedstocks 203 173 136 148 164
2002 N0\ 000 1999 19% 4,084 3400 2923 3137 3371
2835 056 70 1758 28 o 1761 1358 1394 1602 1670
) ) Other Eastern Hemisphere 941 1018 971 983 1,034
g g g . ’ USA 1,064 663 198 192 308
Operable crude oil distiflation capacity® hovsondbords il Oy \Wegtern Hermisphere 318 361 %0 360 359
2002 201 2000 1% 1% 4,084 3400 2923 3137 3371
Furope 1809 1400 1395 1546 1591 :
Other Eastern Hemisphere 1108 1155 1,099 1073 1,072 miflion tonnes o year !
USA ' 1075 689 222 222 3 — 201 e 7 1ae
Other Western Hemisphere 395 398 372 71 34 ‘etricequivalent i 4 3 e '
4,387 3642 3088 3212 3,351 - . )
. . Refinery processing outtum® - thousand barrels daity®
- 2002 2001 2000 1999 1998
Crude ol processed : bonondbord dot - = 1537 1242 957 1021 1,088
2002 201 2000 W99 W gecosines 400 369 320 368 387
Europe o 1701 - 1,309 1,337 L5 1602 Gas/Diesel oils . 1,287 1,068 974 1035 1079 X
Other Eastemn Hemisphere 870 933 899 918 968  Fuelofl 358 339 36 361 34 -
USA o 996 624 196 188 282 Oerproduchs 545 417 350 283 324 by
Other Western Hemisphere 314 361 355 352 385 4125 3435 2917 3068 3312 i
3,881 3227 2787 2989 3207 -
Group share of ] )
associated companies 473 480 1117 1139 1072 Group share of Equilon and Motiva volumes -
frot inchuded obove) : thousand bareels dofty®
Crude oil distillation unitinfak L
o unitintoke as percentage - —— 757
of ble capacity® . Refinery processing intoke 656 656
' 2002 001 2000 1999 1998 A
Europe ~ 94 95 97 %% 1w . E .
Other Eastern Hemisphere 34 0 85 %0 93 : -
usa 91 1 88 86 87
Other Western Hemisphere 86 141 98 97 97
Worldwide % 92 9 95 9

a  For the pericd 1998~2000 Equilon and Motiva were reparted as associated companies. The Group share of refinery processing intoke of Equilon and Motivo
was ¢ separately. The basis of reporting in 2002 has been changed to redZt only thase aclivifies relating the the Ol Products business; previously the
volumes of the Mobile refinery in Alobamo, a refinery owned by Chemicals, was inchuded within the USA volumes. The 2001 figures have been restated ona Ch
similar basis. Furthermore, the 2002 USA reported volumes include 100% of Equilon {now Shefl Oil Products US) and '50% of Motivo; the 2001 figures have i}
been restated in occordance with the ownership interests prevailing at the time. - ; .

H
b Group average operating copacity for the year and excluding mothballed capacity. ok
¢ One barrel daily is equivalent fo approximately 50 tonnes o year, depending on the specilic gravily of the crude oil. Daily signifies per calendar day. ‘ X _
d  Including natural gas liquids; includes processing for others ond excludes processing by others. ' il

L]

including crude oil and feedstocks proceised in crude oil distiflotion units, and based on calendar-ddy capacifies.

-

Including crude oil and notural gos liquids plus feedstocks processed in crude oil distillation units and in secondary conversion unifs.

g Excluding “own use” and products acquired for blending purposes.

PN
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3007 2001 2000 1999 1598 frotincluded obove) thovond borrels doily
2000 1999 t9v@
Gordlir 647 531 510 506 - 490 okl oil products sales 1,508 1,429 1070
Kerosines? " 190 164 178 192 187 - -
Gay/Diesel oils 956 776 78 747 744 : :
" Fuelail - . - 177 174. 192 186 208 Sales by product as percentage of total product sa %
. Other products 209 207 02 199 193 _ 2002 2001 000 - 1999 - 1998
oL 2,173 1852 1810 . 1,830 1842 Gasolines 377 344 322 05 295
- Kerosines - 106 109 97 106 104
Other Eastem Hemisphere :
e sten Hens 332 128 334 344 347 Gos/Dieselois 310 .37 N0 327 - 33
Kemsines 142 ‘32 124 ]3] 147 Fuel Oll 10.2 1.5 13.0 ) 132 - 131
Gos/Diesel oils 476 460 452 . 437 432 Other produds 10.5 - 1.5 141 130 157
Fuel oil 188 200 203 220 221 1000 1000 1000 1000 1000
Other products 149 . 138 138 130 14 : ‘
‘ 1287 1258 1251 1262 1271 -Netprodud proceeds - - $millon
USA ) : by product 2002 2001 2000 1999 1998
Gasolines 1,20 737 189 185 283 Gasdlines 38,861 30,455 27,046 18,594 18,603
Kerosines 221 138 3 3 54  Kerosines 9,170 8710 7877 5300 4748
Gos/Diesel oils 401 26 82 74 59  Gas/Diesel oils 28,077 25735 25211 16,985 14,018
Fuel oil 105 65 174 25 38 fueloil 6,591 5900 . 6,752 4,309 3,546
Other prodhcts 173 11 114 71 269 Cther products 11,420 9,845 10,470 8,243 7431
2,439 1317 433 386 703 - Yowloil products 94,119 80,645 77,356 53.431 50,546
Other Western Hemisphere ' . .
Gasdlines 37 N5 08 321 3o 2ygecgrophicaldres
Kerosines 74 80 81 85 93 Europe 30,228 25,077 26,189 18,648 16,944
Gas/Diesel oils 246 252 w5 277 279 Other Eostern Hemisphere 16,801 17371 18,278 13,254 12,000
 Fueloil 92 100 107 104 s . USA - o 26,200 17199 5068 3202 3916
Other prod)d's' 49 54 128 123 148 Other Westernn Hemisphere -10,836 12,118 14,226 1 1,300 12,240
- 578 801 897 910  oaa Exportsoles 10,054 8,880 13,595 7027 5,446
oot vales : =~ Totol oil products 94,019 80,645 77,356 53,431 50,546
Gasolines 251 2027 455 279 257 . .
Kerosines - 155 154 128 128 N3 Averoge net product proceeds » $ porbore
Gos/Diesel oils 222 194 204 722 253 Dbyproduct 2002 2001 200 9% V9%
Fuel o e 196 168 204 175 163 Gosolines 3822 3950 4120 3116 3022
Other products 198 197 192 174 166 Kerosines ~ 32.12 3570 3949 2561 219
1,022 3] 5 l/‘ 83 978 952 GQS/DI&S&‘ ods 33‘52 36 l? 3979 2649 2455
sl ey sales d =~ Fueloil 2382 2285 2552 - 1662 1298
b wﬁ"m“’f - 2786 . 2013 - 1764 1635 1687 Other products 40.21 3814 3651 3238 2323
Kerosines 782 &8 542 5&7 594 Jowoloil products 3485 3596 3792 2728 2423
Gas/Diesel oils 2,295 1948 1731 1757 1787 . a
Fuel ol 758 707 723 710 74 2ygecgrophicalarea
Other prochucts 778 707 784 697 900 g";‘m ohe 3811 709 3952 2792 2520
er Eastern Hemisphere 3577 3783 3993 2878 2587
7399 6143 5574 5366 5716 j5u 33.55 3578 3198 2270 -15.27
Other Western Hemisphere - 38.18 4147 4334 3400 3537
. Export sales 12695 2659 3140 1949 1567
Totol oil products 34.85 3596 3792 2728 2423

a  For the period 1998-2000 the Group share of Equilon and Motiva volumes was ceported separately. o .
b The basis of reporting in 2002 has been changed to reflect only those activities which relate to the Oil Products business =~ previously some volumes handled by -

other businesses were included; the 2001 figures hove been restated on a similar basis. The 2002 re:forfed volumes include 100% of Equilon {now Shell Oif

Products US) and 50% of Motiva sales to third parties; the 2001 figures have been cestated in accor

- ¢ Soles figures exclude deliveries to other compa
. and natural gas liquids are included.

lance with the ownership interests prevailing ot thot fime.

nies under reciprocal purchase and sale arrangements which ore in the nature of exchonges. Sales of condensate

d By couniry of destination, except where the ultimate désfination is not known at the fime of sale, in which case the sales are shown as export sales.
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|b) Trading
n 2002, Shell Trading {US} Company {STUSCO) assumed the trading activities that had previously been conducted on beholf of
Zquilon Enterprises ULC and Motiva Enterprises LLC by Equiva Trading Company and its subsidiary Equiva Trading International.

(c) Shipping

Juring 2002, two new LNG carriers, each with a cc:pccﬂy of 134,500 cubic metres, were acquired to meet the growing demand
ior LNG shipping. One 32,477 deadweight tonne oil tanker was sold to & third party for further trading. The end 2002 tanker fleet
wumbers include the STUSCO US flag coastal products vessels.

Oil tankers® {at December 31} ) cumber ofships million deadweight nnes
Owned/demise-hired 2002 2001 000 1999 - 1998 2002 2000 2000 1999 1998
VICCs {very lorge crude canviers over 160,000 dwi) : 7 7 8 9 9 2.1 21 23 26 26
_arge range {45,000 to 160,000 dwi) 16 16 16 17 18 13 13 13 14 4
Viedium range {25,000 to 45,000 dwi) . 5 6 5 7 8 0.2 0.2 0.1 02 0.3
Senerol purpose {10,000 10 25,000 dwd)/Specialist 2 2 B 1 2 0.1 0.1 0.1 0.1 0.1
- - 30 3 30 34 7 %7 a7 38 43 44
l"ome-chonered . . . a
WCCslveryhrgecndeoometswerléO(mdM) 1 “ C - - - 0.3 - - - -
Large range {45,000 to 160,000 dwi} o8 17 -9 9 15 L5 15 07 08-- 13
Medium range {25,000 to 45,000 dwi) ' 5 7 8 7 8 0.6 03 03 03 03
Senerol purpose (10,000 to 25,000 dwil/ Specialist 6 7 1 1 0.1 0.1 0.1 0.1 0.1
: 40 3 18 17 24 2.5 19 512 17
Total oil tankers 70 62 48 51 61 6.2 54 49 5.5 6.1
Owried/demise-hired under construction or on order - - - - 1 - - - - 0.}
Gas Carriers® (at December 31} . nomber of ships . thousand cubic mekres
- 2002 2001 2000 1999 1998 2002 2001 2000 1999 1998
Owned/demise-hired {UNG}) 4 2 - - A, 522 253 _ = ”
Time-chortered (ING} - - 2 2 2 - ~ 253 .-253 253
Owned/demise-hired {LPG) 1 1 1 ] 2 59 59 59, 59 18
Time-chartered {LPG) 3 2 2 2. 4 145 13 155 157 317
Total gos carriers 8 5 5 5 8 726 | 425 467 469 688
Owned/demise-hired under constnuction or on order {ING) 2 4 - - - 277 556 - - -

a  Excluding ships of less than 10,000 deadweight tonnes.
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4 Chemicals

LTI A B

Group compomes currently produce a large number of base chemicals and petrochemicals. They are maijor suppliers of base .
- chemicals, styrene monomer, propylene oxide, solvents, deteregent intermediates and ethylene oxide and its deruvotrves In addition,
they are major manufacturers of catolysts and odduhves

The long-term Chemicals portfolio consists of elghf product business aréas and four stand-lone companies o ventures — Basell, CRI
lnfemohona' Infineum, and Saudi Petrochemical Company.

. Basell, a 50:50 joint venture between Group companies ‘and BASF, is @ global polyclefins company with customers in more than 120
countries and manufacturing facilities in 18 countries. CR! Infernational Group is a major player in the refinery, petrochemical and
environmental catalyst markets. It is a wholly owned Group subsidiary and is participating in three 50:50 joint ventures. Infineum, a
50:50 joint venture between Group companies and ExxonMobil with manufadunng locations in 12 countries, formulates, manufactures
and mcrke’s high-quality fuel, lubncanl and specially odditives and components.

In November 2002, the fmal investment dec«svon was taken to proceed with the construction of the $4 3 billion Nanhai petrochemncols .
complex in southern China.

At December 31, 2002 Group companies had mcgor interests in chemacol manufacturmg plonts as described below and on the
following pages

Sales

- . ) . $ million
Net proceed bymcin,. duct category® j 2002 2000 2000 1999 1998
Bose and Intermediates ’ - : 5689 5376 5822 47285 4124
Performance products T . o o 3,634 3032 6000 5962 5479
Differentiated products s : : 922 - 670 . 1649 1617 2127
Other - . . 1,245 1538 1734 1022 542
: 11490 10616 15205 12,886 12,272
Net proceeds by geographical area® o . . $ million -
: T ] ] 2002 . 200 2000 1999 1998
Europe - : 4,086 3721 5657 5365 5381
Other Eastem Hemisphere : 2192 1659 1971 1621 134
USA ' 4710 4950 7095 5327 490
. Other Western Hemisphere ' : , - © sq2 86 532 573 576
i ' : 11490 10616 15205 12,886 12,272
*  Sales volumes by main product category” e C : i ) thousand tonnes
i ] . ] - 2002 2001 2000 1999 1998
* Base and latermedictes. + _ ‘ 13,658 13,143 11606 11358 10910
Performance prodhucts , o ‘ 5,484 4442 7562 8282 6,880
Differenticted products ; : T 2200 1293 1,120 1266 2194 .
Ethylene capacity® Group and associated companies
H L 2002 2001 2000 1999 1998
i Nominol copacity (thousand tonnes/year) C g . . 6,231 5808 5438 5307 5259
" unlisation (%) o : _ 9 86 94 94 88

% - a Excluding proceeds from chemical trading adtivity.
) b Excluding volumes from chemical trading activity. -
, ¢ Data inchdes the ethylene complex at Mossmorron UK, in which a Group compony has 50% offtoke nghts but no equity interest.
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. Europe

Belgium CRI Caiolyst Co Belgium N.V. manufactures catalysts at plants in Ghent. Bayer-Shell Isocyanates N.V., a 50:50 joint venture,
produces toluene diisocyanate {TDI) and diphenyl methane diisocyanate (MD1} inAntwerp. All of the TDI produchon is allocoted to the
Group. During December 2002, Belglcm Shell disposed of its 50% stake in North Sea Petrochemicals.

France At Berre L’Etang, Shell Pétrochimie Meduterrcmee (Group inferest 100%) manufactures aromatics, butadiene, solvents, di-
isobutylene {DIB) and some fine Chemicals {cyclo-octadiene/cyclo-dodecatriene). It operates polypropylene and polyethylene plants on
behalf of Basell and a cracker on behalf of a 50:50 Shell Pétrochime Méditerranée-Basell joint venture. It also operates additives plants
on behalf of Infineum and several polymer units on behalt of third party companies. Basell also manufactures low-density polyethylene
ot Fos. The Basell polyethylene plant started of the beginning of 2001.

Germany At Godorf, She" DEA Oit GmbH, {SDO) (Group inferest 100% since July 2002) mcnufactures benzene ond toluene. Ex DEA
plants also operated by SDO are: Wesseling {benzene and ethylene); Heide (benzene and ethylene}; Karlsruhe, SDO 32. 25%
[propylene and MTBE); Schwedt, SDO 37.5% (propylene, benzene, to‘uene and xylene).

Netherlands Shell Nederland Chemie B.V. {SNC) {Group interest IOO%) manufactures solvents, MTBE, brake fuids, glycalethers and
urethanes {polyols) at Pernis, and lower olefins, benzene, ethy! benzene, ethylene oxide, styrene and propylene oxide ot Moerdijk. At
Pernis, SNC operates a polypropylene plant owned by Basell. At Moerdijk, SNC operates a styrene monomer and propylene oxide
{SM/PO) plant, which is owned by Ellba CV, a 50:50 joint venture between the Group and BASF.

In late 2001, Shell Nederland Chemie brought a 100,000 tonne per yeor propylene oxide glycol ether plant on stream at Pernis,

the Netherlands. The plant makes propylene glycol monomethy! ether, dipropylene glycol monomethyl ether, and propylene glycol
monoethyl ether, some of which is esterified fo form acetates. It adjoins a mulfipurpose plant in Pernis, which is producing 65,000
lonnes per year of ethylene oxide glycol ethers and brake fluids. The unit is connected by.pipeline to-cost-competitive propylene oxide
supplies from Ellba’s existing styrene monomer and propylene oxide operations in Moerdijk. Demand for propylene oxide glycol ethers
as high-performance solvents is increasing worldwide in order to meet environmental quality legislation.

in November 2002, a new 500,000 fonnes per year benzene extraction unit came on stream one month chead of schedule in
Moerdiik. The unit will take benzene-rich sireams from SNC's Moerdijk cracker and other Group European locations and the outpu!
will be used for styrene monomer/propylene oxide production on the same site.

Using the Group’s SMPO process E“bo produces slmuhoneously styrene monomer, of whlch the vast majority is used in polystyrene
production, and propylene oxide, a chemical building block in o series of products, from mdustr:ol foams 1o surfactants, solvents,
additives and lubricants. - :

As part of the ongoing drive fo streamline chemicals operations a new supply and markefing company, Shell Chemicals Europe 8.V.,
was established in the Netherlands. 1t started operations during November 2002. The new company is responsible for all chemicals
sales contracts, supply chain management, and procurement of feedstocks and process chemicals across Western Europe. The primary
contacts for customers and supphers have remcmed unchanged. -

The new structure is destgned to improve speed and efficiency and overall ease of doing business for customers and suppliers, both

today and in the future with new e-business systems. It is.an important milestone in Chemicals’ drive to simplify and streamline business

pracesses and in making it easy to do business-with Shell chemicals companies. The move builds on the steps already taken by Shell

ﬁhemtccls companiesto operate on a regional and global bas«s and also ensures that they are well posmoned to respond to European
armonisation.

_ United Kingdom Shell UK. Limited on behalf of Shefl Chemicals UK Limited {both Group interest 100%) operates plants at Stanlow,
where base chemicals, defergents and intermediates, and industrial chemicals are produced. Basell produces polypropylene and low-
density polyethylene ot Carrington. Derivatives from ethylene oxide and propylene oxide are also manufactured ot Carrington on behalf of
Shell Chemicals UK. On the former ICI site at Wilton, Shell Chemicals UK has rights to an ethylene oxide supply and owns an ethoxylation
_ unit. At Fife in Scotland, ExxonMobil operates an ethylene plant in whxch Shell Chemicals UK has an investment in a processing rights
agreement entitling it to 50% of the output. .

Royal Dutch/Shell Cfoup of Comp&nies ~Business and Property 31
FOIA Confidential

MR e s e

Treatment Requested’ .

RJW008901 87




%
-

Case 3:04-cv-00374-JAP-JJH  Document 424-9  Filed 10/15/2007 Page 8 of 31

s,

Other Eastern Hemisphere
Australia Basell produces polypropylene at plants in Clyde and Geelong, and operates a propylene splitting unit ot Clyde.

China On December 28, 2000, Chinese authorities granted a business licence to the newly formed joint venture C(NOOC and Shell
Petrachemicals Company Limited. This is a 50:50 joint venture between Shell Nanhai BY {Group interest 100%) and CNOOC
Petrachemicals Investment Limited. A final investment decision was made by the venture pariners in November 2002 to proceed with
the joint venture plans to construct a petrochemicals complex in the Huizhou municipality of the Guangdong province. Its major *
products would include ethylene and propylene; styrene monomer/, propylene oxide; mono-ethylene glycol; polypropylene; high-density
polyethylene; low-density pofyefhy‘ene and butadiene. Construction is in  process w.th the plant scheduled to be completed in Iate
2005. : -

_Saudi Arabia The Saudi Pefrochemical Company {SADAF}, a 50:50 joint venture with Saudi Basic Indusiries Corporation, owns a -
one million tonne a year ethylene cracker and downstream plants capable of producing 3.6 million tonnes a year of crude industrial
ethanol, ethylene dichloride, caustic soda, styrene and methy! tertiary butyl ether. The marketing arms of both pariners handle locol
and international marketing of SADAF products. The Group's marketing effort is co-otdmoted by Shell Trading (M.E.) Private Limited
{Group interest 100%) located in Dubai, Umfed Arob Emirates.

Singapore Group companies own equily inferests of 50% and 30% in two Sumitomo-managed joint ventures, namely Petrochemical
Corporation of Singapore Private Limited (PCS} and The Polyolefin Company {Singopore) Pte Limited {TPC) respectively. PCS owns and
operates two ethylene crackers with a total capacity of one million tonnes a year of ethylene and 500,000 tonnes a year of prapylene. 3
in 2000, a condensate splitter unit, owned 50:50 by PCS and the Group, but located in and operated by the Group's refinery on Pulay (8
Bukom, was started up. This splitter supplies half of PCS's feedstock requirements. Group companies also own 70% of Ethylene Glycols
{Singapore) Pte Lid and 100% of Seraya Chemicals Singapore (Pte) Lid, which own and operate an ethylene oxide/ glycols plantand
a styrene monomer/propylene oxide {SMPO} plant respectively. A new world-scale SMPO plant started operations in mid 2002 on @
50:50 basis with BASF, on the Seraya site. Mitsubishi Chemical Corporation has acqmred capacity rights for up to 380,000 tonnes

_ ,of sryrene monomer with regard to the ex1stmg and new SMPQ plants,
USA

Shell Chemical LP (Group interest 99.1%) has manufacturing facilities located ot Mobile, Alabama; Martinez, California; St. Rose,
Geismar and Norco, Louisiana; and Deer Park, Texas. Manufactured chemicol products include lower olefins, aromatics/phenol,
solvents, ethylene oxide/glycol, higher olefins and their derivatives, propanedicl (PDQ), styrene monomer- propyiene additives and )
catalysts. These chemical products are used in many consumer and industrial products and processes and are sald primarily to industrial 3
markets in the Umied States.

! .
B In 2002 Shell Chemical LP completed a major expansion project at its Geismar, Lovisiana facility, securing ils position as on integrated
il global producer of higher olefins, dlcohols and ethoxylates. This expansion significantly increased current production capability for -
i higher olefins and detergent alcohols. The new linear alpha olefin unit that uses the SHOP process {Shell Higher Olefins Process) has a
i capacity to produce 320,000 tonnes per year, bringing the Group's total higher olefins capacity to 1,250,000 tonnes per year. Linear
alpha olefins are used fo make products such as linear low-density polyethylene, high-performance synthehc lubnconfs biodegradable
' detergents, and environmentally compliant oiffield drilling Auids.

In addition, a deboﬂleneckmg project has expanded Geismar’s capacity to produce NEODOL detergent aleohols and LINEVOL '
plasticiser alcohols by about 150,000 tonnes per year. NEODOL alcohols are used pnmunly to produce biodegradable surfactants i
for use in househald detergents , p

" Sabina Petrochemicals, a joint venture (Group inferest 62%) between Shell Chemicals, BASF Corporation ond ATOFINA Petrochemicals,
& Inc., adivision of Totalfinaelf SA, continues with the construction of a world-scale integrated butadiene complex (including o world-scale .
" butadiene extraction unit, indirect alkylation unit, pipelines, and other offsite facilities) in Port Arthur, Texas. Planned for start up in early . |
i/ 2004; the butadiene extraction facility will have a production capacity of 400,000 tonnes a year and will meet the growing needs of

ji customers in the area’s butadiene triangle, including many tire manufacturers. With this expansion, the Group is bringing production

close to the largest concentration of butadiene consumers in the world.
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A cracker in Deer Park is also being expanded through o major debottleneck project. The additional capacity of approximately 540,000

* tonnes of ethylene a year is planned to come on stream in late 2003. When completed, the world-scale Deer Park focility is expected to

produce about 1.3 million tonnes of ethylene a year. A maior part of the Deer Park output will feed the above-mentioned higher olefins

‘ and detergent development project at Geismar and the butadiene joint venture at Port Arthur. Chemicals is planning to connect these

. developments by pipelines with Deer Park.

in addifion, Boseﬂ operates polyolefin plants in Bayport, Texas; Jackson, Tennessee; and Loke Charles, Lovisiana. Infineum has

* manufacturing facilities in Argo, Hllinois; Baytown, Texas; Bayway, New Jersey; and Belpre, Ohio. CRI's catalyst manufacturing locations
are at Martinez, Pittsburgh and Azusa, in Cdlifornia; Lafayette, Louisiana; Michigan City, Indiana; and Willow Island, West Virginia. -

Other Westeijemisphere

Puerto Rico Shell Chemical Yabucod Inc owns and operates a 77,000-barrels a day refinery producing feedstock for Shell’s Deer
Park, TX dnd Norco, LA chemical plants. The facility also produces gasoline, diesel, jet fuel and residual fuels, which are primarily
being used in Puerlo Rico. Thus refinery was acquared in 2001 from Puerto Rico Sun Qil Company, LLC.

Canada Shell Chemicals Canada Limited {Group interest 100%) produces slyrene, isopropyl alcohol, and ethylene glycol, and markets
o broad range of petrochemicals. Manufacturing locations are at Scotford, Alberta, and Sarnia, Ontario. Basell owns and operates o
polypropylene unit both at Varennes, Quebec and ot Sarnia. Basell also operates the tsopropyl alcohol plant at Sarnia on behalf of
Shell Chemicals Canada Ud

- In 2002, & joint venture contract was signed with SGF Chimie, o subsidiary of the Société Générale de Financement du Québec,

to form a 50:50 joint venture that plans 1o build and operate the first world-scale polytrimethylene terephthalate (PTT) plant near
Montreal. The 95,000 fonnes per year plant is expected to start production at the end of 2003. The Group markets PTT under the
trademark CORTERRA™ Polymers, with their main use in carpet und textile fibres. &

'5 Renewables

.
ER

Group compomes also seek opportunities in other businesses aimed at enhancing longer-term prospects for growth and profitability.

* Shell Renewables is developing the Group’s options in renewable energy, focusing on two principle dreas ~ solar and wind energy.

The business manufactures and markets solar energy systems, and develops and operates wind parks.

Shell Solar moved into the top five global pioyers with the ocquasmon of Slemens Solar in April 2002. The compony manufactures
solar photovoltaic products in Europe, the US and Asia. Sales operations based.in over 90 countries around the world provide
customers with solar solutions to their energy requirements working through a network of distributors, dealers and Shell owned outlets.
The main customer segments for the Shell Solar business are grid connected, industrial, rural and consumer markets. Shell WindEnergy
is focusing on developing and operating wind farms and selling green electricity, building on its sirengths in project management,
financing and engineering design. Business development activity is concentrated in Europe and North America. In 2002 the company
brought on stream two wind parks in California - Cabazon and White Water Hill - bringing the overall portfolio to 240MW.
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6 Other Activities

For information on Shell Consumer and Shell Hydrogen see pages 53 and 54.

7 Research

Group research and development (R&D) programmes are carried out through a worldwide network of loboratories, with major efforts
concentrated in the Netherlands, UK and USA; other laboratories are located in Belgium, Canada, France, Germany, Japan and
Singapore. Group companies’ R&D expenses (including depreciation) for the years 1998 to 2002 are set out below:

Research and development expenditure . . - $ million
] ] . 2002 - 2001 2000 1999 - 1998
Toidd {including depreciation) ) - 472 387 389 505 799

Exploration and Production’ : . S . )
Shell's R&D division is resporisible for the research, development and application of integrated fechnology solutions for Group
operaling assets around the world. The division’s primary business objectives are: select, develop and implement technologies that :
encble the Group operating assets o successfully discover and produce greater levels of hydrocarbons; achieve confinual improvement -
of cost efficiency, increase operational safety and reduce environmental impact. ' :

In-house capabilifies are used in the research, development and application of proprietary E&P fechnologies in conjunction with service 3
industry or academic capabilities where applicable. . y

Primary technology focus areas of the division are: enhanced sub-surface imaging, complex reservoir performance modelling,
enhanced well consiruction, and smaller, more efficient production facilities both onshore and offshore including subsea.

Gas & Power : o : y
The focus of R&D has been on cost leadership and the creation of viable business opportunities through maintaining Shell’s competitive
position inliquefied natural gas {LNG) technalogy, particularly LNG processing, safety, ransport and storage. Recently the Floating
LNG {FLNG) concept has been added 1o Shell technology portolio. The concept benefits mainly From the elimination of a long pipeline
needed to deliver feed gas to shore-based plants in the commercialisation of remote gas reserves. The Group is further developing its
leading position in Gas to Liquids (GTL) conversion through R&D programmes aimed at improving catalysts and process technology to -
further reduce capital costs and improve process efficiency. GTL product development is also an important focus of work. Group
companies have a high infernafional reputation in matters of safety and the environment, and are. leading participants in the setting of
safety stondards for gos operations. Furthermore R&D efforts are focused on maintaining a leading edge with regard to sustainable
development across the Gas & Power téchnology portfolio. ) '

Oil Products :
R&D programmes continue to emphasise the improvement of key products and their applications and the further advancement of
process lechnologies including related technical services thot provide Group companies with a competifive advantage. For the fuels

. business, top tier differentiated fuels have been launched in more than 40 countries. Further effort was focused on the cost effective
formulation of new products and cost reduction in current formulations. Product stewardship considerations, particularly those related
to health and the environment, continue to be given high priority in all areas. : .

Key drivers in process research have been the need to. achieve best-in-class performance in terms of reliability and availability, supply
chain optimisation, cost reduction and further reduction in energy consumption and CO, emissions. Catalyst development has
conlributed to increased margin generation. Environmentally focused programmes provide solutions ranging from soil remediation
techniques to explosion hazard assessments. : o

A strotegic programme aimed at developing break-through optians in sustainable energy and sustainable mobilily is pursued; covering -
new routes from biomass to bio-fuels and a new approach to CO, sequestration by mineralisation. The further development of the
catalytic partial oxidation technology continues to be followed up commercially with the shorter-term focus on stationary applications.

34 Royd Dutch/Shel Group of Companies — Business and Property ‘ FOIA Config
ntidential _

. Treatment Requested . i

a , B AN e (T _—

el RW00890190




Case 3:04-cv-00374-JAP-JJH  Document 424-9  Filed 10/15/2007 Page 11 of 31

1

9

T

. Chemicals ) , ‘ - .
R&D and other technical services continue to improve key products and technologies that provide Shell Chemicals with sustainable
leadership positions in selected products. Improvements in manufacturing processes — achieved by means of increased feedstock
flexibility, product yield, energy efficiency or plant throughput - are leading to fower production costs at existing facilifies. Process
intensification and manufactiring integration is resulting in lower unit investment costs. Market positions are being enhanced through
the introduction of new product concepts, close technical links with important industrial customers, and the full integration of R&D into
the business. '

F PERSONNEL

Employees by segment {average numbers})® ' thovsands v : '
2002 2000 2000 1999 199 . :
Exploration and Production 7 14 13 14 16
Gas & Power . 2 2 2 1 1
Oil Products’ 75 58 58 57 38
Chemicals - 9 9 14 18 20
Corporate and Other 8 7 8 9 7
. nt 90 95 99 102°
Employees by geographical area (average numbersl® housands
2002 2000 2000 i999 1998
Europe .
Netherlonds n 10° 10 9 9
UK ’ 9 10 10 1" 12
Others 26 18 21 22 20
46 38 41 42 41
Other Eastern Hemisphere 27 24 . 24 .25 %
USA 23 12 14 15 17 . '
Other Western Hemisphere s 16 16 7 a7 ST
m 90 95 9 102 '
Employees by segment (ot December 31J° _ thovionds -
2002 2001 2000 1999 1998
Exploration and Production: 17 15 13 13 15
Gas & Power 2 2 2 i 1
Oil Products 80 58 58 56 58
Chemicals Q 9 10 7 20 -
Corporate and Other 8 7 7 -9 . 8
116 91 90 96 102
Employee emoluments $ million
2002 2000 200 1999 1998
Remunerotion 6096 4651 4,50 4980 5260
Social law toxes . 518 395 390 467 476
Pensions and similor obligations {201) {580} {577} {10) 245
8,413 4,466 4373 5437 5981

a  Excludes employees of associated companies such as those in Brunei,
Germany, Oman and USA. Includes 50% of the employees of Shell Expro
in the UK and of NAM in the Netherlands and 30% of Shell Petroleuin
Development Nigeria. :
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‘Seletted Financial Data

Royal Dutch

per €0.56 ordinory shore®
2002 2000 2000 1999 998"
L Net assets - € 17.49 19.54 18.50 1591 13.47
| okl assets - € 18.50 20.52 19.42 1677 1431
Profit after taxation ~ €° 2.87 344 386 227. 012
Dividends declared - € L72¢ 166 159 151 1.45
Dividends - equivalent S .
payment in dollars * 150 140 147 140
o Following the redenomination from guilders into euros in May 2002,
the authorised share capital of Royu? Dutch as set forth in its Articles

of Assaciation cansists of 3,198,800,000 ordinary shares, par valve -
€0.56 each, and 1,500 priority shares, par volue €448 each. The number
of ordinary shares and priority shares issved and paid up at the end of
2000, 1999 and 1998 were 2,144,296,352 ordinary shares and 1,500
priatity shares, ot the end of 2001 were 2,126,647,800 ordinary shares -
and 1,500 priorily shares, and ot the end of 2002 were 2,099,285,000

" ordinary shares and 1,500 priorily shares. The issued and paid-up share
copitol ot the end of 2000, 1999 and 1998 was €1,216,979,748°, of the
end of 2001 was €1,206,969,043" and ot the end of 2002 was i
€1,176,271,600.

b The euro figures are Iranslated from the guilder amounts at the fixed
 conversion rote of 2.20371.

¢ The cokulation of per share dota includes shares held to back share opticas
(refer to Note 22 of the Group Financial Statements on poges G25 to G27).
There is no difference between basic and diluted eornings per share,
Caledlations are bosed on a weighted average of 2,092,718,616 shares
in issue during the year 2002 {2001 2,119,873,567; 2000, 1999 and
" 1998 on 2,144,296,352 shares in issue). For this purpose shares

o The authorised share capital of Shell Transpart as set focth in its
Memoarandum of Association consists of £2,500,000,000 divided into *

! 9,948,000,000 Ordinary shares of 25 pence each and 3,000,000 First

] cP;egferenci shares of £1 each and £10,000,000 Second Preference shares

b : 1 each. .

The number of issued and poid up Ordinary shares, First Preference shares
and Second Preference shares of Shell Transport at the end of 1998-2002

inclusive was:

] » MNumber of issued shares

‘ ) . 2002 2001 1998-2000
: Ordinary share 9,667,500,000 9,748,625,000 9,943,509,726
, First Prefecence 2,000,000 2,000,000 2,000,000
Second Preference 10,000,000 10,000,000 10,000,000
? The amount of issved and paid up share capital of Shell Transport ot the

: end of 19982002 inclusive was: SopEeTSe ' )

l ~ Issved and paid up copital
] : 2002 - 2001 1998~2000
: 2,428,875,000 2,449,156,280 2,497.877,432
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" ~equivalent payment in doflars

b Not ovailoble ot fime of printing.

" Receipts [New Yark Shares) receive a tax credit {currently -

ess a deduction for UK withholding tax at 15% or the value of

_ US portfolio shareholders are subject to tax on the gross

“prospects and other factors. Additional information on

repurchosed under the buyback programme are deemed 1o have been.
cancelled on purchase date. : . .
L d  Figure includes proposed final-dividend of €1.00 per €0.56 ordinary
share, subject to finclisation by the Genercl Meeting of Shareholders to
be held on April 23, 2003.
"% e The 2002 firial dividend in dallars will be determined by the dollar/euro
L exchange rate ruling on April 28, 2003, : . T
Shell Transport per 25p Ordinary shore®
, 2002 2001 2000 1999 1998
. Net assets -~ pence 166.3 1735 1640 1424 1350
| Totol assets ~ pence 175.7°182.6 1750 1511 1440
Adjusted Earnings ‘ B
{pro forma) - pence® 25.9 307 338 214 0S5
Dividends declared - pence 15.25° 148 146 140 135

Page 12 of 31

e

b Adjusted eornings includes Shell Transport's share of earnings retained by
companies of the Royal Dutch/Shell Group. A reconciliation between this
Adjusted earnings per share meosure ond Shell Trasnport's bosic eamings
per share is provided on page S2. The calculation of per share data
includes shares held to back share options {refer to Nate 22 of the Group
Financial Statements on poges G25 to G27). There is no difference between
basic and diluted earnings per share. Colculations are based on a
weighted average of 9,708,889,499 shares in issue during the year 2002
{2001: 9,832,071,191, 2000 and 1999: on 9,943,509,726 shores in issve}.

¢ Indudes proposed final dividend of 9.30p per 25p Ordinary share, which
is subject to approval at the Annual Generol Meeting of Shell Transport
on April 23, 2003,

per New York Share
2000 1999 1998 -

Shell Transport

2002 2001

Dividends ond tax credits ~
b 129 124 L3

@ One New York Shore or Americon Depositary Receipt {ADR} = six 25p
Ordinary shares.

133

Under the provisions of the UK/USA Double Taxation
Conventions, US resident holders of American Depositary

10/90 of the net dividend} concurrently with their dividend ~

the tax credit, whichever is the lower. The tax credit was 1/4
of the net dividend for dividends paid in years prior to 1999,

dividend {net dividend plus tax credit] with credit for the UK
withholding fox. The dividends paid in 1998 {1997 final and
1998 interim} were foreign income dividends and, as such,
corried no tax credit and were not subject to withholding tax.

The payment of future dividends on shares of Royal Dutch
and Shell Transport will depend upon the Group's earnings,
finoncial condition (including its cash needs), future earnings

dividends is given under Royal Dutch Petroleum Company =
Articles of Association (page 60) and The Shell Transport and
Trading Company, Public Limited Company ~ Memorandym
and Articles of Association {page 69).
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Discussion and Analysis of Financial Condmon
and Results of Operations
Royal Dutch Petroleum Company

<3

Transloted into euros, Royal Dutch's share in the net income of the Royal Dutch/Shell Group of Companies for the years 2002, 2001
and 2000 respectively amounts to €5,989 million, €7,265 million and €8,272 million. The dividends distributed from Group
companies ta Royal Dutch for the years 2002, 2001 and 2000 were respectively €3,317 million (including dividends yet to be
distributed}, €6,148 million and €5,694 million. When interest income has been added and administrative expenses deducted, after-
tax net income for the year 2002 cmounted to €6,004 million compared with €7,282 million for 2001 and €8,285 million for 2000.

Royal Dutch’s 60% interest in the Group net assefs, expressed in dollars, has been translated into a euro amount at the year-end -

rate {$1= €0.9556 ot December 31, 2002). The amount thus obtained, which appears in the Balance Sheet on page R2, should be
regarded as a reflection of the dollar value of Royal Dutch's interest in the Group’s assets and liabilities. Consequently, changes in the
dollar/euro rate lead fo translation effects in the Royal Dutch Financial Statements. The movements in the value of the dollar, between
$1= €1.1302 at December 31, 2001 and $1= €0.9556 at December 31, 2002, led to a negotive translation effect of €6,218 million,
compared with a positive translation effect of €1,958 million in 2001. These effects are dealt with separately from the “Translation effect
arising from movements in dollar/euro rate”, as shown in Note 4 on pages R3 and R4. The translation effects are dealt with in the
Balance Sheel items “Investments in companies of the Royal Dufch/ Shell Group" and “Investment reserves”.

The final dividend for 2002 proposed by the Supervisory Board and the Boord of Mcnogement is €1.00 on each of the ordinary
shares of €0.56 outstanding at December 31, 2002 {excluding the shares acquired and held by the Company in its own capital). Subject
to adoption of this proposal by the General Meeting of Shareholders to be held on April 23, 2003, payment of the final dividend will
result in a total dividend for 2002 of €1.72 on each of the scnd shares {compared with €1.66 ond €1.59 per ordmczry shore for the
years 2001 and 2000, respectively).

Euro reporting

With effect from 1999 euro reporting has been adopted mstead of gudder reporting for the Financial Statements of Royal Dutch,
Compoarative dota previously reported in guilders have been translated into euro amounts using the fixed canversion rate of 2. 20371
guilders per euro. However, the Financial Statements of the Royal Dutch/Shell Group of Companies wa" continue fo be siated in

dO"OI'S

Share buyback cmd cancellation of shares

The General Meeting of Shareholders held on May 16, 2002, adopted a proposal to reduce the Company’s lssued share copital with -
€15,323,168 by cancellation of 27,362,800 ordinary shares which the Company had acquired between the General Meeting of May
17, 2001 and the General Meeting held on May 16, 2002 under the share buybock programme that took effect in February 2001.
This cancellation effectively tock place on August 21, 2002..

The General Meeting of Sharehalders further renewed the authorisation of the Board of Monogemem with effect from July 1, 2002,

and for a period of 18 months, for the acquisition by the Company, with due observance of the statutory provisions and for its own
account, of shares in its capital up to a maximum of 10% of the issued capital. Such shares can be acquired on the stock exchonge
or otherwise at a price between an amount equal to the par value of the shares and an amount equol to 110% of the opening price
quoted for shares of the Company at Euronext Amsterdam on the day of the acquisition or, in absence of such a price, the last -

previous price quoted there. :

In 2002 the Compcmif repurchased a total of 17,935,000 shares.

It will be proposed to the General Meeting of Shareholders to be held on April 23, 2003, to cancel the shares acquired by the
Company in the period between the General Meetings in 2002 and 2003 and to renew the authorisation of the Board of Management
for the acquisition by the Company of its own shares for a period of 18 months with effect from July 1, 2003.

Since the beginning of the programme until March 3, 2003 a total number of 60,796, 352 ordinary shares hos been acquvred by the
Company, of which so for 45, 011,352 shares have been cancelled.

Since the year end the Compcny has not purchased any shares on the market as at March 3, 2003.
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“The “Shell” Transport and Trading Company, Public Limited Company
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Shell Transport's earnings for the year 2002 amounted to £2,509.3 million {£3,016.3 million in 2001; £3,360.9 mtlhon in 2000).
The amount available for distribution (inclusive of dlsmbuhons from companies of the Royal Dutch/ Shell Group) was £1,404.0 million
in 2002 (£2,547.3 million in 2001; £2,308.3 million in 2000)

Shell Transport's net assets at December 31, 2002 were £16 073 9 million, in comparison with £16,914.4 million ot the end of 200]
OF these two amounts, £15,632.3 million and £16,032.2 million respectively represented Shell Tronsporfs share in the net assets of
companies of the Royal Dutch/Shelt Group. _

A fmai dtwdend of 9.3p per 25p Ordinary share has been declared for 2002. Sub|ed to its approval ot the Annual General Meehng B
to be held on April 23, 2003, dividends totalling 15.25p per 25p Ordinary share are payoble in respect of 2002, in compcﬂson with
dividends paid of 14.8p and 14.6p for 2001 and 2000, respectively.

LIRS

Share buyback . -
Since December 31, 2002 the Company had, under the Share buyback programme, purchosed no Ordmory shares on the morkef as
at March 3, 2003. Shares purchased under the buyback programme will be cancelled and will not rank for dividends, but any shares 3
purchasgd on or alfter April 2, 2003 will be entitled to the dividend payable on May 6, 2003.
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Summarised Financial Data

i;vcome data : , . : : $ million
2002 2001 2000 . 1999 1998
Sales proceeds )
Oil and gas : _ - ‘ ) : 220,172 - 162925 175372 135472 124712
Chemicals . ‘ A 14,659 13767 15658 13,408 12,795
Other 767 589 . 481 . 826 767
Gross proceeds - 235,598 177281 191,511 149,706 138,274
Sales taxes, excise duties and similar levies . 56,167 42070 42,365 44,340 44,582

Net proceeds - . - : © 179,431 135211 149,146 105,366 93,692

Earnings by industry segment , ‘ .
Exploration and Production : ' - 6,997 8023 10059 - 4753  (60)

Gas & Power : : ' ‘774 1,226 12 - 398 {155)

Oil Products T : o ’ 1,618 3,067 2,068 2,105 2,675
Chemicals ] ’ . " 489 230 992 1064  {525)

Other industey segments : (110) {287} (12) 128} .. {46)

Total operating segments 9,768 12,259 13,219 8,292 1,889
Corporate R C (75 (3200 (825) (538) (810)
Minority inferests ' {95) {387) {30) (193) 078 e
Earnings on an estimated current cost of supplies (CCS) basis® ' 8,922 11,552 12,344 7,561 901 ;é'
CCS$ adjusiment , 497 (700) 355 1,023 {551} i
Net income ' : ‘9,419 10852 12,719 8584 350 ¥
Assets and liabilities data {at December 31) : . $ miflion

Total fixed and other long-term assets ) 112,145 81,065 76,568 83,491 87,469

Net current assets/{liobilities) : (14,569) {2,989} 3,232 (3,071  (8,541)

Totol debt . ) ‘ 19,69 5820 7427 12,931 13,810

Parent Companies’ interest in Gmup net assets 60,064 56,160 57,086 . 5671 54,962

Minority inlerests 3,562 3,477 2,881 2,842 2,701

Capital employed : ' 83,317 65457 47394 71944 71473

Cash flow data ; ' ) § milion

Cash flow provided by operating activities 16,365 14,933 18,359 11,059 14,729

Capital expenditure fincluding acquisiions) ' 21,109 9626 © 6,209 7409 12,859 /]
Cash flow_used in investing activities : : 20,715 9,108 1,57 3023 12,500 *‘
Dividends poid - ' . 7,189 9,627 5501 . 54611 5,993 ‘a
Cash flow used in financing activities : 53 11,562 9,125 6,256 3,582 ‘l;
Increase/(decrease) in cash and cash equivalents (5,114)  {4,761) 7,388 1,326 {1,589} i “i.
Other statistics . “l‘
Return on average capital employed® 14.0% 19.2% 19.5% 12.1% . 2.8% A li
Total debt ratio* ' 23.6% 89% _110%  180%  19.3%

a * Onthis basis, ms!ofsdeso‘ﬂ'\evdumes sold in the period is busedmﬂlecosloprphesofﬁwe somepenod("nsleodofusmg the firstin ﬁrsl-wl(ﬂFO)meﬁxod of inventory
occounting vsed by most Group nies} and allowance is made for the estimated tox effedt, These eamings are more corrpord)‘e th those ofconpcmes using lhe lostin first
out{UFO) inventory basis after excﬁ ing any inventory drawdown effects

b CCSeammgspluslheerpsl'meohnkamstapenselesshxonthemleteslwpense,osopercznbgeof#\eGrapslnmofavemgecopiblenployed . g
¢ Tokl deblosa percentoge of capit employed. '
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it 5
Capital investment
2002 2001 2000 1999
Capital expenditure® ’ -
Exploration and Production . ] 13,146 4,875 3,801 4,137
Gos & Power - . o R an’ N3 288 470 -
Oil Products » . . A - 7,653 1,462 1,258 1,338 -
Chemicals o o - 680 685 726 1,178
- Other - L 494 291 136 286

, S ’ : 22,444 9,626 6,209 7409

! Expﬂorahon expense {excudin ‘? depreciaﬁon ond . o ) .

- release of currency translation difterences) _ : . K ) 915 857 753 . 1,062
New equity investments in associated tompunies . ) 684 704 605 - 630
New loans to associated companies ) ) ' ’ 605 - 370 556 394

. Other investmeénts B ’ : O ' - 224 414 -
To'ol capital investment*® ) 24,648 1178) 8,537 9,495

i *comprising | ) A o .

Exploration ond Produchon - . ' : ‘ 14,082 8,000 4,839 539
. Gas & Power : I ' 682 810 483 675
Ol Products ' . 7945 1518 1565 135

i Chemicals o o S 839 751 941 1,384

; " Other segments S . ' © 495 . 332 153 296

5 New loahs 1o ossociated companies ) ) - 605 370 556 394

? ‘ » » 24,648 11781 8,537 9,495
Quarterly income data » ) : : ' $ million

) e o m % 4 . 2d e th - 2d

A Q\ma Guorler Quarer Quarter Quorter ) Quarter Quorter  Quarter Quorter ~ Quorler Quorler
Gross proceeds 64,317 63,401 57,611 50,269 40,394 . 43,079 45981 47,827 50,811 49478 46,042
less soles taxes, : : ‘ - : . '
excise duties ) ) : o : .
and similor levies 15,734 14,518 13,221 12,694 104669 10,430 10,171 10,800 10,538 10,802 10,11
Net procpeds 48,583 48,883 44,390 37,575 29,725 32,649 35,810 37027 40273 38,676 35931
Cost of sales 40,614 4127 ., 37,868 » 31,461 ° 24,585 26310 28,314 28,630 31,999 31,429 28,204
Gross profit 7,969 7,612 6,522 6,114 5,140 6,339 7,496 8,397 8,274 7247 7727
Operating profit 4,372 5232 4,119 4,100 1930 4625 6347 71000 5891 6016 6,512
Netincome - 2,314 2,631 2,212 2,262 900 2454 3408 389 ‘. 3113 3060 3211 -

Earnings on

| on estimated

I current cost of . . . :
%] supplies basis* - 2,326 2,419 2,100 2,077 1,393 2,641 3,512 ° 4,006 3,490 2,768 3,025 3,081 3

o tndudes acquisifions. 2002 inclides $1.3 billion for DEA {payable in My 2003).

b Onthis bosls. costof sales of the volumes sold in the period is based on the cost of supplies of the same penod {instead of using the firskin ﬁrsNxA {FIFO) method of inventory
+ occounting used by most Group companies) and allowance is made for the estimated tox effect. These eammings are more comporoble with thase of companies using the lost
in firstout {UFO) inventory basts clﬁer excluding any inventory dmwdown effects.
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!): !
Iy
i
; . h
: U dollar exchange rates® €1as 14.
: Averoge® High Low Period end 'v":: fv
* Year: : ;
Co99r 0.8887 28
1998¢ 0.8996 1
1999 1.0588 e
2000 0.9209
2000 0.8909 i
. 2002 - 0.9495 i
Month: .
2002 July 10156  0.9730
< August 0.9882  0.9640 i
September - 10.9959  0.9685 =
October 09881 09708 B
November . 10139 0.9895 .
December 10485 0.9927 ',ﬁ;
. . S His
2003 Jonvary 10861, 10361 “
: February 1.0875 10708 : ;‘3;
As of March 3, 2003 1.0835 s
, £as
Average® High low  Period end
Year: ’ .
1997 16397 !
1998 1.6602 . !i;r‘:l:g
1999 16146 - =t |*:
2000 15138 . i
2001 14382 ~ 5 At
2002 1.5084 ki
Month: . - :
2002 July 1.5800 . 1.5206 3
August 15709 15192
September 15700 °  1.5343 =
. October 15708 15418 ;
November 1.5915 1.5440 L
December 16095 15555 .
2003 January 16482 15975 Tv
: February 16480 .  1.5727 ‘Q
As ot March-3, 2003 .1.5755 ’.}ll
e oo e e ek i o bl oo o 4 i

b g‘-c\da’edbyusingheavemgeo”\eexdniée rates on the lost business day of each month during
year, .

¢ The euro-to-dollar exchange rates prior to the fixing of the euro conversion rate in Jonuary 1999 are derived
from gmHen'pefddbr exchange rates and the fixed guiklers-per-euro conversion rate of 2.20371,
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* Critical Accounting Policies

date the estimate is made. Accordingly, the fina'ncial measures that are based on proved reserves are also subject to change.

levels. Most of these obligations are many years in the future and the precise requirements that will have to be met are uncertain *
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In order to prepare the Financial Statements in conformity with generally accepted accounting principles in the Netherlands and
the USA, management has to moke estimates and assumptions. The matters described below are considered to be the most critical
in understanding the judgments that are involved in preparing the Financial Statements and the uncertainties that could impact the
amounts reported on the results of operations, financial condlhon and cash flows. Accounimg pohcues are described in Note 2 to
the Financial Statements.-

Estimation of otl and gas reserves

Oil and gas reserves have been estimated in cccordunce with mdusiry standards and SEC regulahons Proved oil and gas reserves.
are the estimated quantities of crude oil, natural gos and natural gas liquids that geological and engineering data demonsirate with
reasonable ceriainty to be recoverable in future years from known reservoirs under existing economic and operating conditions.
These estimates do not include probable or possible reserves. Estimates of oil and gas reserves are inherently imprecise and represent {4
only approximate amounts and are subject fo future revision, as they are based on available reservoir data, prices and costs as of the

Depreciation, depletion and amortisation

Proved reserves are used when calculating the unit-of- produchon rates used for depreciation, depletion and amerfisation for tangible
fixed assets related to hydrocarbon production activities. The amount of depreciation is based on the units of production over the
proved developed reserves of the relevant field during the fime period. Similarly, rights and concessions are depleted on the unit-of-
production basis over the total proved reserves of the relevant area. Unproved properties are amortised as required by particular
circumstances. Other tangible fixed assets are generally depreciated on a straight-line basis over their estimated useful lives {five to
twenty years), while other intangible fixed assets are amortised on a siraight-line basis over their estimated useful lives (with a
maximum of forty years).

Recoverability of assets :

The carrying amounls of fixed assets are reviewed for possible impairment whenever events or changes in circumstances mdlca*e that
the carrying amounts for those properties may not be recoverable. If assets are determined to be impaired, the carrying omounts of
those assets are writlen down fo fair value. For this purpose, assets are grouped based on separately identifiable and largely
independent cash flows. Estimates of future cash flows of assets related to hydrocarbon production activities are based on proved
reserves, except in circumstances where it is probable that oddmonci resources will be developed and contribute to cash flows in the

future.

Envwonmentul expenditures :

Liabilities for environmental remediation resulting from past operations or events are (ecogmsed based on current estimates, in the
period in which an obligation to a third party arises, as fong as the obligations can be reasonably estimated. Because actual costs can
differ from estimates due to changes in laws and regulations and clean-up technology as well as public expectations and discovery
and andlysis of site conditions, the carrying amount of liabilities is regularly reviewed and adjusted.

Decommissioning and restoration costs
Provisions are held for the future decommissioning and restoration of oil and natural gas produchon facilities and pipelines ot the end
of their economiic fives. Estimated decommissioning and restoration costs are based on current requirements, fechnology and price

because technologies and costs as well as political, environmental, and safety expectations are subject to change.
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Summary of Group Results

Financial Results § milion
2002 2001 2000 |
Net income 92,419 10,852 12,719
Changs A13%  -15% +48%
Earnings on an estimated current o .
cost of supplies {CCS) basis . 8,922 11,552 12,364
Change ] -23% 7% +64%
Speciol credits/{charges) . (296) {432) = (747} -
Adjusted CCS earnings®’ 9,218 11,984 13,111

Change -23% -9% +85%

a  Earningson an esfimated CCS bosis excluding special items.

2002

To facilitate a better understanding of the underlying business performance the financial results are analysed on an estimated current
cost of supphes {CCS) basis adjusting for special items, being those significant eredits or charges resulting from fransactions or events
which, in the view of management, are not representative of normal business activifies of the period and which affect comparability of
earnings. it should be noted that adjusted CCS earnings is not a measure of financial performance under generally accepted
accounting principles in the Netherlands and the USA.

The Group's adjusted CCS earnmgs for the year were $9 218 mn"lon showing a 23% dedline on 2001. Despne a 6% increase in
production volumes, earnings in Exp'orqhon and Production were weakened by lower gas redlisations, higher deprecnohon and costs,
as well as changes to the UK tax regime. Earnings were substantially affected in Gas & Power by lower ING prices and in Oil
Products by historically low refining margins and weaker marketing margins. Chemicals’ earnings were sharply up reflecting improved
volumes and margins, lower costs and an incremental fiscal benefit of $37 million. The target of reducing underlying unit costs by

3% was exceeded by $100 million, with total actual savings of over $600 million. Reported net income fell by 13% to $9,419 million
including net special charges of $296 million.

Four major acquasnhons were completed; Enterprise Oil {Enterprise) in the UK, DEA Oil {DEA) in Cérmahy, and in the USA Pennzoil-
Quaker State and Texaco's interests in Equilon and Motiva. Total investment in these acquisitions, including acquired debt, was over
$16 bdlvon Excellent progress has been made on realising the benefits of synergies, with approximately $370 mnlhon delivered in 2002.

Total capital investment for the year amoumed to $24.6 billion including acquisitions. Excludmg major ccqu«smons, capital investment
totalled $14.2 billion. The return on average capital employed on a CCS earnings basis was 14.0%. At the end of the year, the debt
ratio was 23.6% and cash, cash equwolems and short-term securifies umounted to $1.6 billion.

Hydroccrbon production was the highest in recent history at four million barrels of oil eqmvulenf per day. Brent crude prices averaged’
$25.05 a barrel compared with $24.45 a barrel in 2001, Production consiraints in some countries led to a steady price increase in the
first three quarters of the year. Prices subsequently weakened only 1o rebound to $30 a barrel at the end of the year when Venezuelan
supply was disrupted. The crude price outlook for 2003 is highly uncertain and pnces are expected fo be volatile and impacted by
developments in the Middle Eost and Venezuela.

In Gas & Power, the ING business confinued to grow delivering record volumes, although lower prices led to a decline in earnings.
Global demand for LNG remained firm and expansion of existing projects and the securmg of long-term supply contracts, especially
in Asia Pacific, will provide for future growth

Industry refining margins over the year were poor, ot their lowest for a decade, while marketing margins were squeezéd by rising crude
prices. The outlook for refining margins in 2003 is uncertain and dependent on crude supply and the pace of global economic recavery.
Integration of the Texaco interests and Pennzoil-Quaker State is vital to realising the potential of Oil Products in the USA.
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to $10,852 million.

- the end of the year was 8.9%. Cash, cash equivalents and short-term securities amounted to $6.7 billion.

_notural declines in some fields, divestments and field performance. Producfion of natural gas was.10% higher than in 2000.

_ post-Sepfember 11 fears of a globa| recession friggered additional price falls.

~ economic slowdown.
o Morkeﬁng earnings benefited from higher gross fuels margini and the confinued rofl-out of diﬁerenﬁoted fuels.

& Trading conditions for the Chemicals business were cho"engmg, especm"y in the USA, where the impact of falling demand was.
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Chemicals saw some signs of improvement in the business environment but it was still a very challenging year due to difficult trading
conditions, parhculorly in the USA. Industry utilisation remained flat in Europe but improved in the USA from historically low levels in
2001. Cracker margins in both regions were down from a year ogo. The outlook for Chemicals is mixed and will depend on economic
recovery and improvement in consumer confidence levels.

2001

Earnings for 2001 of $11,984 million on an estimated current cost of suppl:es basis excluding special items were e the second highest
evér, 9% lower than the record results of 2000. Lower crude oil prices and weaker refining and chemicals margins more than offset the
benefits of increased hydrocarbon production, better marketing margins and cost |mprovements Reported net income fell 15%

Lower costs made a substantial contribution fo earings, with cost improvements of $5.1 billion (relahve to a'1998 baseline} exceeding
the Group’s $5 billion target. Cost improvements were achieved by all mojor businesses. Exploration and Production delivered $2.1
billion, of which $0.7 billion resulted from lower explorafion expenses. Qil Products also contributed $2.1 bl"lOl’l to the total, while
Chemicals dehvered $0.7 billion and other businesses $0.2 billion. .

Capital investment rose 38% ta $11.8 billion, mainly due to increased spendmg on' grow?h projects in Explorahcn and Production. The
refurn on average capital employed on a CCS earnings basis was 19.2%, just below the record 19.5% in 2000. The tofal debt ratio at

Total hydrocarbon production was at its highest levels in recent history and 2% higher than in 2000. Ol production fell by 2% because of

Crude o:l prices weakened over thecourse of the year, with the shorpest falls recorded in l}\e afiermath of September 11. Brent crude
prices averaged $24.45 a barrel, compared with $28.50 a barrel in 2000. Oil prices were relatively robust until September, with
market concerns over the economic slowdown in the USA offset by pfoduchon resiraints by the |eadmg oil exporting countries. Bu?

With theexcephon of the US Gulf coast, mdush’y refining morgins fell last yecxr driven by weokemng demand due to ﬂ'!e general

exacerbated by new capacity. Chemical volumes were essentially unchanged from 2000.

EXPLORATION AND PRODUCTION

Eamings
) $ miflion
2002 2001 2000
Segment earnings 6,997 8,023 10,059
Special credits/{chorges} - {55) {24) 623
Adjusted segment earnings | 7,052 8047 9,436
Change -12% -15%  +107%
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@

2002 ' 4 kit
_ Adjusted earnings for the year were $7,052 million, 12% lower than in 2001. This reflects the.impact of lower gas redlisations, - T

changes to UK tax rates, higher depreciafion and higher costs. However, these factors were partially offset by a 6% increase in E

hydrocarbon production to four million barrels of oil equivalent per day, the highest in recent years. A s

Special charges for the year amounted to $55 million {compared with $24 million in 2001) mainly from previously capitalised ail
ond gas costs in equity associate Woodside Petroleum (Group interest 34%) that are no longer considered to be recoverable and ,:
infegration costs relating to the Enterprise acquisition. These charges were partially offset by credits related to the grant of li
manufacturing and marketing rights to expondable tubular technology.

Crude oil and natural gas prices _ ,

In 2002, Brent crude prices averaged $25.05 a barrel compared with $24.45 a barrel the previous year. Crude oil prices recovered
steadily in the first three quarters of the year from below $20 to exceed $30 a barrel reflecting production consiraints in cerlain
countries. Prices subsequently weakened only to rebound to $30 a barrel at the end of the year when supply from Venezuela was
disrupted. The crude price outlook for 2003 is highly uncertain and prices are expected to be volatile and impacted by developments
in the Middle East and-Venezuela. :

|

Natural gas prices outside the USA remain linked to liquid hydrocarbon prices and reflected the pattern of steady increase
over the year. In the USA, prices were lower than in 2001 although strengthened towards the end of the year.

Oil and gas production ~ : _

Total hydrocarbon production for 2002 rose by 6%, comprising a 7% increase in oil production and a 5% increase in gas production.
Oil production benelited from the acquisition of Enterprise, an additional interest in the Draugen field in Norway and new fields in the
USA and Denmark. These increases were partly offset by lower OPEC production quotas, normal field declines, and divestments in
New Zealand and elsewhere. Gas production also increased as a result of the acquisition of Enterprise and from new fields in the
USA. These increases were partly offset by the effects of warmer weather in Europe, normal field declines in the USA and divestments
in New Zealand. _ ' . : : .

Excluding the coniribution of Enterprise volumes, total hydrocarbon production was 1% higher than in 2001.

~

Portfolio actions ' . ,
The ‘successful acquisition of Enterprise in 2002 for a cash consideration of $5.3 billion was the most significant change to strengthen
the Group's upstream portfolio, adding new developments and exploration acreage in several countries and contributing some

$100 million to earnings and some $850 million to cash from operating activities. Integrafion has proceeded rapidly with significant
synergies realised and the demonstration that mere can be achieved in 2003. The new assets provided an immediate boost to global
production and are contributing an additional 240,000 barrels of oil equivalent per day. The portfolio was further enhanced by the -
acquisition of an increased stake in the Norwegian Draugen field where Group interest was increased by 10% to 26.2%. The North e
American gas portfolio was improved through the acquisition of new fields in the Pinedale, Wyoming area.

- R
BIECIRAERE = e T

The exploration portfolio was refreshed and achieved an exploration and appraisal global success rate of some 55%, including -
significant discoveries in the USA Gulf of Mexico, such as Great White, Deimos and Tahiti. In Kazakhstan, the Kashagan field (Group
interest 16.7%} was declared commercial and initial estimates suggest that the field could contain 7-9 billion barrels of cil. The more

~ recent discovery of the Kalamkas field further underlines the immense potential of the Kazakhstan region. Major discoveries were also
made in Brazil, Ireland and Nigeria. New exploration licences were acquired in geographic areas where the Group has strategic
interests such as the USA Gulf of Mexico and Norway. : :

* The result of these portfolio actions, together with the Group's leadership in technology, is the strengthening of a portfolio that is. very
robust at both high and low oil prices. ‘ : o :

Capital investment v ’

Capital investment of $14.1 billion was $6.1 billion higher than in 2001, mainly as a result of the acquisition of Enterprise and
increased investment in growth projects. These include the Athabasca Oil Sands Project in Canada and the EA Project in Nigeria,
both of which began production in late 2002, the offshore development Na Kika in the USA and Bonga in Nigeria. Work also began }
on the Goldeneye gas field in the North Sea which is scheduled to start production in late 2004. A ' |
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* The upstream portfolio was strengthened in 2001 fhrough both exploration success ond acquisitions. Twa major discoveries were mode

“The portfo!io was further enhanced by the acquisitions of FCE in New Zealand and McMurry Energy Company (McMurry) in the USA
* The acquisition of FCE strengthened the Group's presence in Asia Pacific. McMurry added proven natural gas reserves in the Rocky:

' ’oudge{ Malampaya {Group interest 45%), iocafed in 850 metres of water off the Philippines,’ came on stream on time and wifhin budget.

much of the year by the detenorohon of the global economy and over-supply in the world oif market.
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Reserves
The proved hydrocarbon reserves replacemeni ratio for 2002 was 117% and the five year rolling average (including oil sands) now
stands-at 109%. Excluding the effects of acquisitions and divestments the hydrocarbon reserves replacement ratio for 2002 was 50%.
Proved reserves are equivalent to more than 13 years of current production. The additions to proved reserves arose mainly from the
acquisition of Enterprise, which substantially bolstered the Group's overall porifolio in Europe and the Americas. These were
augmented by discoveries and extensaons in the Caspian and the USA and improved recovery in West A’nco Asia Pacific and -

the USA.

2001

Adjusted earnings for 2001 of $8,047 million were 15% below the $9,436 million reported in 2000. The benefits from the highest
hydrocarbon production in recent history and a 7% rise in gas realisations were more than offset by declining oil prices and increased
depreciation and exploration expenses. Performance improvements remained a priority, and cost savings totalling $2.1 billion against
a 1998 baseline were achieved in 2001. Spec»al charges for 2001 amounted to $24 million, compored with special credns of
$623 mdl«on in 2000, mainly related to gains from divestments.

tn 2001, the Brent crude oil price averaged $24.45 a barrel compared to $28.50 o barrel in 2000. Oil prices were affected during

Natural gas prices outside the USA remain linked to liquids prices, and therefore in 2001 dospiqyed similar volatility, declining in the
second half of the year. US gas prices in particular declined mcrkedly from record levels eorly in 2001.

Total hydrocorbon production rose by 2% in 2001, A 10% i increase in gas production was oﬁsef by a 2% decline in oil production:
Gas production was boosted by the acquisition of Fletcher Challenge Energy (FCE) in New Zealond, new fields in the UK, USA and
Egypt and higher demand in the Netherlands, UK and Nigeria. The decrease in oil production was mainly aftributable to normal
declines in the UK, USA, Gabon and Australia and divestments in 2000. There was also some disappainting field performance

in the UK. These decreases were partly offset by producﬁon from FCE and from fields that came on stream in the USA and UK.

in Nigeria, one of which ~ Bonga South-West - was the largest indusiry discovery mcde in 2001. In Brcnz:l Block BS-4 was eshmaied

to have recoverable reserves of aver 300 million barrels of oil equivalent.
e

Mountains. There were no significant divestments in 2001.

Capital investment of $8.0 billion was $3.2 billion higher than in 2000, mainly as a result of the acquisitions of FCE and McMurry,
as well as increased project activity, especially in Canada, the USA and Nigeria. Two major developments that highlighted Shell's
expertise in the technologically demanding but highly prospective deepwater environment, came on siream in 2001. Brulus, the
Group's fifth successhul tension-leg platform.in the Gulf of Mexico {Group interest 100%), was. completed ahead of schedule and below

The proved hydrocarbon reserves replacement ratio for 2001 was 74%. The proved hydrocarbon reserves replacement ratio before the
effect of divestments and acquisitions was 52%. The additions to proved reserves arose mqmly from discoveries and extensions in
the USA and the UK, acquisitions in New Zealand, the USA and Brunei, mproved recovery in Denmark and Omcn and revisions in
existing ﬂeids in the Netherlands and Nigerig, offset by neguhve revisions in Canoda and Egypt.

——
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GAS & POWER
Earnings .
$ million

. 2002 200t 2000
Segment earnings : 774 1,226 12
Special credits/[charges} - . . (2% 9 {641}
Adjusted segment earnings 797 1,217 753
Change -35%  +62%  +156%
2002

Adjusted earnings of $797 million in 2002 were 35% lower than the $1,217 million record reported in 2001. Lower earnings were
mainly due fo lower LNG prices, lower trading income in North America and a performance bonus related to the USA natural gas
liquids business recorded in 2001. This was partly offset by record ING volumes of 9.1 million tonnes and an improved contribution
from the power business. , . : : : .

Segment earnings for the year of $774 million included special credits of $163 million mainly from the sale of Shell’s direct and
indirect inferests in midstream assets in Europe and the USA. Offsetting these credits were special charges of $186 million, including
$171 million write-downs related to the power business. ‘ ’ ’

Capital investment . o ‘ 2 :
Capital investment, excluding new loans to associated companies of $270 million in 2002 {$152 million in 2001), was $682 million
in 2002 compared with $810 million in the previous year. Main investments during 2002 related to NG supply, shipping and re-

o ’ T

gasification projects and power developments. '

Portfolio actions - , B .
Gas & Power's ING business continued fo grow sirongly, with new supplies targeting key markets, reinforcing Shell’s leading position
in the industry. The North West Shelf joint venture {Group interest 22%) in Australia was selected to supply the first ING to China
through the import terminal in Guangdong Province. Additional sales agreements with Jopanese utilities were completed for supplies
from Malaysia Tiga (Group inferest 15%) and the North West Shelf project. Malaysia Tiga's two-train ING plant is due to commence
operations in 2003. In Ausiralio, a 4.2 million fonnes per annum {mtpa) fourth train is under construction for completion in 2004 and
will supply existing-and new Japanese customers. Train 3 of Nigeria ING {Group interest 25.6%) was completed in 2002, three
months ahead of schedule and within budget. Additionally, Nigeria UNG secured a loan of over $1 billion, the largest ever project
financing in Sub-Saharan Africa, towards the construction of a 4th and 5th train expansion. These two Irains are due on stream in
2005 and will supply markets in the Alantic Basin, bringing the annual capacity of the plant to 17 million tonnes and making it the
third largest NG facility in the world. In Venezuela, Shell was selected as a partner with Mitsubishi and PDVSA for the Mariscal Sucre
ING project (Group interest 30%). This project aims to develop substantial gas reserves in the Norte de Paria fields for both export
and domestic markets. ,

fn support of the business’s global NG strategy of linking new markets with the Group’s portfolio of NG supply sources, two of

the four new build ING corriers were commissioned and delivered. Construction began on the Hazira Port and ING termindl to access
the growing Indian market. In addition, the Group is actively progressing access to the North American market through LNG terminal
capacity at Cove Point and Elba Island in the USA, and ather potential sites. Gas & Power's other businesses also progresséd during
2002. In the Middle East significant progress was made towards the development of world-scale Gas to Liquids focilities. While in the
midstream, a joint venture framework agreement was signed for the West-East pipeline project in China to bring clean burning natural
gas to the ropidly expanding Chinese energy market. _—

In power, InterGen {Group interest 68%), a joint venture with. Bechtel, started operations at projects in Turkey, Egypt and Mexico,
increasing InterGen’s operational capacity by 70% during the year to 5.2 Gigawatts.

As part of the business's active portfolio management half of the Group's interest in Brunei Shell Tankers was divested, as was the 5%
interest in HEIN GAS in Germany and part of the Group’s minority inferest in other midstream assets in Germany. In 2002, the sale of
the indirect 14.75% inferest in Ruhrgas, for some €1.5 billion, was agreed subject to final clearance. In March 2003 the sale was
closed. InterGen completed the sale of its onshore Texas pipelines.
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2001

Adjusted earnings For 2001 of $1, 217 million were @ ) record, and 62% hngher than the $753 million reported in 2000. This was

mainly due fo the growth in UNG volumes at the Nigeria and Oman facilities that came on stream in 2000, higher trading income
_ and a performance bonus related to the natural gas liquids business in North America. These improvements were parﬂy offset by iower

results in power generauon and h|gher project development costs associated with growing the business.

The growth in the LNG business wos reflected in the 19% increase in equtfy LNG sales volumes, which recched 8.9 milion tonnes ,
in 2001, compared to 7.5 million tonnes in 2000.

Segment earnings for 2001 included a net special credit of $9 million. In 2000, segment earmngs mcluded net specnal charges
of $641 mulhon momly from the restructuring of assefs in the USA

Copntcl investment was $810 mulhon compared with $483 million in ) 2000, excluding new loans to"associated companies. Main
investments during 2001 related to LNG projects, ING shlppmg, power developments, offshore plpehnes in the USA and the
acqu:snhon of equ:fy stakes in gas distribution companies in Egypt and Greece. :

The porﬁoho of ING supply pro.eds continved to grow. A fourth irain (the basic ING processing um’] of 4.2 mt“son fonnes per annum
{Mtpa} was approved in Australia for the North West Shelf project for start up i in 2004.

Shell also secured access to several emerging NG markets, mcludmg capagcity rights in re-gasnfacahon terminals close to growing gas &
markets such as Cove Point and Elba Island in the USA, and in Spain. The Hazira terminal in Gujarat began construction to supply the :
growing indian market. : .

. In Egypt, the Group acquired 18% of the shares in Natgas, which had a 20-year concession to build and operate a natural gas
' transmission and distribution network aimed ot industrial and commercial customers.. :

Four new power plants in the USA, UK Australia and China were commissioned by InterGen (Group interest 68%) during 2001 with

.. welve mare plants under constriction. Twa power plants designed to supply eleciricity during peck demand periods were commissioned
. " to supply the growing California energy market. These were the first to be-opproved under the California Energy Commission’s emergency :

procedures. In the first quarter of 2002 Kinder Morgan purchased InterGen's Tejas Gas pipeline and storage system. In addmon,

the Group won ‘bids for the refurbishment of wo power pro‘ects in Nigeria.

LTI L]

OiL PRODUCTS

Earnings . .
$ million

R 2002 2001 2000
Segment net income - 2378 2,332 2,437
Segment earnings on an estimated )
current cost of supplies {CCS) basis 1,618 3,067 . 2,068
Special credits/{charges) (184) {310} {970} -
Adjusted CCS segment earnmgs ) 1,802 3,377 3,038
Change ) -47%  +11%  +56%
2002

Adjusted CCS earnings in 2002 were $] 802 mnlhon compared to the record earnings of $3,377 m:lhon in 2001. The business
environment deteriorated in 2002 with historically low refining margins over the first half of the yeor and pressure on marketing
margins from rising crude oil prices. Unit cost reductions of 3% were achieved in marketing. Unit manufacturing costs were 1% higher
due 1o unplanned maintenance and lower intakes in response to uneconomic margins. The overall cost reduction per barrel of product
sales was 2%. Benefits from the acquisitions of Pennzoil-Quaker State and Texaco's interests in Equilon and Motiva {the latter with
Saudi Refining Inc.) in the USA and DEA in Germany are ahead of schedule. In aggregate these acquisitions added some

$100 million to adjusted CCS earnings and some $200 milfion to cash from operating activities in 2002.

4
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Outside the USA, adjusted CCS earnings for 2002 of $1,797 million were 40% lower than in 2001. This reflected lower industry
refining margins in Rotterdam and Singapore, which declined by $0.95 per barrel and $0.40 per barrel respectively. Overall
refinery utilisation was 4% lower, c|thoug¥\ refinery intake rose by 10% as a result of higher throughput in Germany. Marketing .
earnings declined as gross fuels margins were squeezed over the greater part of the year when supply costs rose faster than sales
prices. Differentiated retail fuels, now launched in 46 countries, and income from convenience retailing partially offset the margin
decline. Total inland sales volumes for the year were 8% higher {excluding the increase from DEA they were unchonged). Trading
earnings for the year declined, with limited regional arbitrage opportunities; shipping earnings were adversely affected by a
decline in freight rates. Earnings from Shell Global So'uhons {commercidlisation of technology) showed further growfh

In the USA, adijusted earnings fell from $402 million to $5 million in 2002. Indusfry refining margins fell sharply by $3.85/bbl on
the US West Coast and by $2.40/bbl on the US Gulf Coast. Unplanned shutdowns confinued to impact earnings despite overall
refinery utilisation rising by 1%. Marketing earnings declined, with weaker gasoline margins over the first half of the yeor. Trading
and transportation earnings were lower. Reduced costs resulting from streamlining of business structures provided significant offset,
notwithstanding transifion costs resulfing from integration. of the two major acquisitions in the USA.

On a global basis, net spectal charges for the year totalled $184 million. Mast of these resulted from the closure of refinery assets,
continued restructuring in the USA and Europe and increases in provisions for lmgahon and enviranmental remediation in the USA,
These were partially offset by gains on asset soles, principally from pipeline assets in the USA. Special charges in 2001 totalled
$310 million, mainly consisting of restmcrurmg and rebranding charges in the USA.

Fluctuations in crude oil and product prices during 2002 led fo inventory holding gains omoummg to $560 willion. laventory
holding gains/losses are included in cost of sales in the Group Statement of Income...

Capital investment ’

Capital investment in 2002 amounted fo $7.9 billion which included $5.1 billion relating to the thrée major acquisitions and
investment of $0.8 billion in the USA since the consolidation of Equilon (Group interest now 100%). Capital investment in 2001
was $1.5 billion. .

Portfolio actions

The Oil Products portfolio was s1gmf'canﬂy strengthened in 2002 through acquisitions whlch will remforce the objective of 'eodmg
the global downstream industry.

In January a 50: 50 joint venture in Germany with RWE- DEA commenced operations and in July Shell took ownership of 100%

of the venture for a cash consideration of $1.3 billion, to be paid in July 2003. Integration of this business is proceeding well and is
on track to achieve $150 million in pre-tax benefits by the end of 2003. The acquisition of Texaco's interests in Equilon ond Motive,
the downstream joint ventures in the USA, was completed in February. Good progress has been made in capturing the planned
synergies and benefits from the changes of ownership; business structures have been streamlined and some 800 of the 13,000
Texaco stations had been rebronded to Shell ot the end of 2002, in a programme which will be completed by June 2004. As port
of the upgrading of the quality of the overall retail network in the USA the total aumber of sites will be reduced by some 30%. The
purchase of Pennzoil-Quaker State Company in the USA was completed in October after regulatory clearance. The transaction has
a total equity value of $1.8 billion and Shell has also taken on $1.1 billion of debt. This acquisition will make Shell a leader in both
the US and global fubricants markets with pre-tax synergy benefits expected to be $140 million by 2004.

The sale of a 25% inferest in Shell’s marketing businesses in South Africa to Thebe Investment Corporation was completed in
a positive response to the South African Government's Black Fconomic Empowerment initiafive.

2001 ’ ;

Record odgusfed CCS earnings of $3,377 million were 11% up on 2000. The strong performance reflected the beneﬂts from
an extensive cost improvement programme that has delivered $2.1 billion in savings compared with a 1998 baseline.

The rohonohschon of under performmg assets also underpmned the improved performcnce

Outside the USA, od(usted CCS earnings rose by 13%to $2 975 million. Higher morkehng earnmgs were supponed by hlgher
gross fuels margins and the contmumg introduction of dtﬁerenhated retail fuels.
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In the USA, adjusted earnings were $402 million compared with $395 million in 2000. The Equilon and Mohvc ;omi venfures '
recorded }ugher éarnings, but these were partially offset by higher expenses outside these ventures.

Earnings from trading again made a substantial contribufion with benefits accruing from the integration of trading operations on
a global basis. '

Special charges in 2001 !o?o“ed $310 million woridw:de prmczpa“y consMutmg restruc?urmg and re- brondmg expenses connecteci
with the acquisition of Texaco's interests in the Equilon and Mohvo joint ventures. The special charges for 2000 were mainly related
to the impairment of the Rayong refmefy in Thailand.

.The improved marketing performcnce in 200] was parﬂy offset by o dedline in ref\mng earnings. Refinery mloke was 3% down on
2000, and margins came under pressure, particularly in the second half of the year. This was the result of lower demand due to the
economic slowdown, d consequent rise in s?ocks and mcreased compehhon exacerbated by surplus mdusky capacity.

lndustry refmmg margins in Roﬂerdom averoged 3. 80 a barrel in 200] compored wnh $3.00 in 2000 Refmmg margins were

also under pressure elsewhere. In Singapore, the average refining margin fell from $1.20 a barrel in 2000 to just $0.80 becouse
of surplus refining capacity in Asia Pacific. On the US Gulf coast, the average refining margin rose from $4.50 a barrel in 2000
to $5.30 in 2001, reﬂechng strong US gasoline prices in the first half of 2001 .

With crude oil and product prices being Iower fowards the end of 2001 compored fo 2000, mventory holdmg losses cmountmg
to $735 mglhon were reported. . o A

Capital investment for 2001 amounted to $1,518 million, compared with $1,565 million in 2000. The focus was on marketing
operations in key countries. In 2001 these accounted for $1,102 million of the total, while $360 million was spent on refmmg
assets and $56 million on investment in associated ‘companies.

Shell Global Soluhons providing technology and techaical experhse and services fo mdustry customers continued to grow,
and generoted increased earnings for fhe third consecutive year.
o -
A joint venture agreement wos completed with Smopec in China for a mo;or expansion of Shell service stations in one of
- the world's fastest- growing economies.

CHEMICALS

Eamings .

) ) $ million
» 2002 2000 2000

Segment earnings - 489 230 992

Special credits/(charges) _ N (62} {1 67

Adjusted segment earnings .- 551 24) 925

Change +129%  -74% . -6%

2002

The business environment showed some improvement after rhe extremely challenging conditions in 2001 although trading
conditions, especially in the USA, remained difficult. Adjusted earnings ot $551 million showéd a significant improvement
compared with $241 million the previous year. The increase reflects a 4% rise in volumes, improved margins, lower costs and an
incremental fiscal benefit of $37 million. Results from associates also improved, reflecting better cost management and the benefits
of restructuring, primarily in Basell, the.50:50 joint venture with BASF. Industry utilisation remained flat in Europe, but amproved in -
the USA from historically low levels in 2001. Low gas feedstock prices relative to crude prices in the USA made the economics of
cracking liquid feedstocks less favourable. Continued focus on cost improvement and higher volumes meant that total unit costs,
excluding feedstocks, improved by 7%. A non-recurring fiscal benefit of $102 million resulted fom European restructuring.

Segment earnings showed special charges of $62 million consisting of provisions related to asset rationdlisation and lifigation claims.
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Capital investment

Capital invesiment in 2002 totalled $839 million compared with $751 million in 2001, Capitol is s being directed 1o projects thot
enhance the Group's ability to manufacture and sell bulk petrochemical building blocks to large industrial customers and included
initial equity investment in southern China for the Nanhai petrochemncols project.

Portfolio actions .
Abter a period when the focus hqs been on dwestment aftention in 2002 turned to sirengihenmg and enhancing the Chemicals
‘ portfollo

The final investment declsaon on the Nanhai petrochemicals project in Guongdong Province in China was token. The Group has a 50%
share in this $4.3 billion project which constitutes its largest ever single chemicals investment. Construction work is due fo start in 2003
with the plcnf scheduled to be completed in late 2005.

In 2002, Chemicals brought on-line some 2 mulhon tonnes of new producfion capacity. Successful completion of a fourth olefins and -
alechols unit at Geismar in the USA consolidated the Group's posifion as the world's largest supplier of higher olefins and detergent
aleohols. The $500 million Ellba Eastern complex in Smgapore started operahon Thns is a 50:50 joint venture with BASF to produce
styrene monomer, propy'ene oxide and polyols.

A new benzene unit in the Netherlands was completed ahead of schedule. The plant uses new technalogy to minimise environmental
impact and help reduce the movement of benzene-containing streams in- Shell’s European business. The unit will take benzene-rich -
streams from the Moerdiik cracker and other Shell European locations and the output will be used for styrene monomer/propylene
oxide productlon on the same site.

Also, construction began of a new polymer polyol plant at Pernis, the Netherlands, which will be the largest in Europe and will
consolidate the Group's position as the leader in the global polyols market. Further, a joint venture with SGF Chimie (Group interest -
50%) was established to build and operate o polyirimethylene terephthalate plant in Montreal, Canada. These products ore used in
corpehng and textiles; the plont is expected to start produchon at the end of 2003. s
The drive fo smpﬁfy and streamline business processes and to make it easy to. do business with Shell chemical companies continved. -
A single markefing and supply company for Europe was esrcblnshed in order to improve speed ond eff:cxency for customers and
suppliers.

2001

Despite 2001 being one of the most chu“engmg years for the chemical industry, the business remained profitable. The difficult trading
conditions were reflected in the 74% fall in ad|usted earnings to $241 million. Underlying volumes {excluding feedstock trading and
divested businesses) were maintained however, in spite of weak markets. Lower unit margins in most businesses, particularly in the
USA, accounted for the decline in earnings. Lower demand due to the economic slowdown, combined with new capacity commg on
stream also affected chemical markets.

Sales proceeds were down 30%, but allowing for the effects of divestments and porffolio restructuring, the decrease was 5%,
The weakness in cracker margins in the USA was exacerbated by a reversal in the second half of the year in the normally favourable

economics of the liquid feedstocks used by Shell crackers. Cracker margins in Europe, olthough generally lower than in 2000, were
better than in the USA. .

Annudl cost improvements of $726 million against the 1998 baseline exceeded the $650 million target.
Capital investment in 2001 totalled $751 million, compared with $941 million in 2000.

The large-scale divestment programme announced in 1998, leoding fo a radical restructuring of the chemicals business and Ay
a reduction in copital employed from $12.7 billion to $8.5 billion, was completed ineorly 2001. i ;-'
s
|

|
The acquisition of the Yobucoa refinery in Puerto Rico was mode at the end of 2001 rmprovmg the supply of feedstocks to Shell 1, :
operations in Texas and Lovisiana.
Basell, the 50:50 joint venture with BASF, announced the rationalisation of polyolefin produc?ion in both Europe and the USA.
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- OTHER INDUSTRY SEGMENTS

Earnings
X $ miffion

. ) 2002 2001 2000
. ‘Segment earnings : ’ (110) (287} - (12)
‘ * Special credits/{charges) 17 {96} 83
| Adjusted segment earnings (127 (9 (95)

Renewables

2002

" Wind power continues to develop as o promlsmg busmess In particular, the first two commercial scale projects, Rock River and

. White Deer in the USA have delivered a strong performance in their first full year of aperation. The acquisition of Whitewater Hil,
a 60MW wind park in the San Gorgonio Pass, California, and of the nearby Cabazen Poss wind pork will bring the Groups
genercnng capacily in the USA to 230MW

_ In Europe work confinues fo evaluate and develop offshare projects in the Netherlonds and the UK. The Group is part of lhe N
NoordzeeWind consortium which hos agreed with the Dutch govemment the devefopment of the 100MW Near Shore Wmd Park
of Egmond can Zee

The Group's solar busmess has been operahng in & more difficult environment. It is now one of the major photovoltaic players,
after buying out the remairider of its joint venture with Siemens and E.On in April 2002, However, in response to the overcapacity
ift photovoltaic manufacturing around the world and the downturn in demand that has affected all companies in the sector, the

- restructuring of this busmess was announced The intention is lo concenirate manufochmng operations in the USA, Germany
¢ind Portugol

¥
Despite the chcllengmg trading environment there were some notable successes including the contract to supply photovoltaic -

modules for the raof of the Munich Trade Fair Centre, in Germany, and the first solar home systems being delivered in Xinjiang,
China.

i 2001
? ~ In 200}, Renewables remForced its compefitive position in the ropxc"y expanclmg global market for renewoble energy sources.

Renewables announced what will be one of the worid s biggest solar rural e'ectrvﬁcahon projects, in a remofe area of western
China, with solor home systems to be installed in 78,000 households.

Wind power also- showed promnse, with growing demand for “green” electricily. In 2001, a 50 megawatt (MW) wind farm
in Wyoming, and an 80MW wind farm in Texas were acquired. The two projects, which between them can meet the energy needs
‘of some 60,000 households boosted total installed capacity from 8MW to 138MW.
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: shell Consumer

2002

At the beginning of 2002 Shell Consumer, Shell Ccpnal and Shell Internet Waorks were reorganised into one new business, Shell
Consumer. The rationale is to leverage the Shell brand more widely in the consumer space, particularly where it can lend support
to the Group's established businesses. The mandate is to add value through developing innovative consumer and financial products .

businesses.

During the year there was much progress on the business development and operational fronts. This included Shell autoserv, a car
servicing business fiest piloted in 2001, which was expanded in 2002 and now operates sites in Australia, South Africa and
Thailand. Credit card businesses are now operafing in Norway and the UK. Shell Consumer divested its chare in a retail energy
business in Australia but developed new operations in the Netherlands (“green” power) and Norway {electricity) alongside its
continuing gos and electricity business in a number of states in the USA where deregulation hcs affered oppo(tumhes to new
entronts.

2001 . .
Shell Consumer was formed as a new business in March 2001, wnth a mandate to o grow new vulue in the consumer market

The focus of the business developiment activity in Shell Consumer dunng 2001 was primarily centred on refail energy, car servicing,
heating, ventilation and climate control services, mobde services for motorists on the move cmd a range of services for home
owners delivered via the internet. : : :

In the business sphere, Shell Capital made o number of loans to independent oil and gas producers in the USA, Ccnoda
and the Caspian Sea region. In the USA, a number of loans were made to gasoline and convenience store owners. In Norway,
a Shell Visa cord was launched, and in the UK Shell Capital entered the vehicle fmancmg market.

In the business-to-business area, Shell Internet Works had minority investments in Trade-Ranger, the energy ond petrochemncal
e-procurement exchange, and Currenex, the online fore'gn currency trcdmg business. Trade- Ranger completed its second round
financing in 2001. : : .

cln Argenhna and Singopore, consumer- onented portals were launched providing customers with a variety of services and producfs
_In both cases this includes ordering online and delivery of goods via the local service station network. :

Shell internet Ventures, the Groups venture coputal fund, made six investments totu"mg $25 million in tedmology compomes with
products and services relevcm! to Shell businesses. : : .

Shell Hydrogen

2002

- The Group continues to explore technology that could allow hydrogen and fuel cells to meet the world future energy needs in

a sustainable ond emission-free way.

Amongst the developments in 2002 was the announcement of a plan to build the first hydrogen refueling station in Tokyo Shell is
an imporfant partner in this project that is sponsored by the Japanese gavernment and will provide hydrogen to a Aeet of profotype
vehicles. The Group acquired an equity stake in QuestAir Technologies Inc (Group interest 10.6%} that is developing technology to
purify hydrogen. It is vital to develop this technology if hydrogen is to become commercially available on a wide scale. Work also
continued with joint venture partners on the development of commercially atractive fuel cells and on developing safe and
convenient hydrogen storage systems,
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- on promising hydrogen and fuel cell technology. The remaining two facused on existing technology. One commercialising hydrogen-
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2001
In 2001, research intensified into the fechnologies that could underpin the future transformation away from fossil fuels and towards a
hydrogen and fuel cell-based economy. Shell Hydrogen confinued to develop ifs presence in @ number of promising techno|og|ca! <05
areas. Four joint ventures were created, two of which were private capital joint ventures to invest in emerging companies concentrating i

producing fuel processors while the other focusing on metal hydride hydrogen storage fanks.

CORPORATE

2002 ' 7
Adjusted earnings for 2002 showed a loss of $751 million compared w'ﬂl a loss of $320 million in the previous year. The increased foss %
is momly a resulf of hugher net interest costs. ;

In 2001, ud;osted fosses of $320 million showed a $3l 7 malhon improvement over the $637 million loss recorded in 2000, reflecting
reduced net interest expense from a year earlier and favourubie currency exchange effects, The special charges in 2000 mainly related
to the endowment of The Shell Foundation. . - :

uqumm? AND CAPITAL RESOURCES ,

Statement of Cash Flows -
The net effect of the flow of Funds for 2002 was a decrease of $5.1 b:llnon in cash and cosh equwolents

Cash flow generated by operations decreased from $16 9 billion in 2001 to $16.4 billion in 2002. Within cash flow used in investing
activities (net-$20.7 billion), capital expenditure and new investments in associates increased from $10.7 billion to $22.4 billion,
mainly due to acquisitions (see below). There were proceeds from sales of assets and dispasals of investments in associates of $1.6
billion; in. 2001 such proceeds amounted to $1.8 billion. Dividends of $7.0 billion were paid in 2002 to the Parent Companies, Royal
Dutch and Shell Tranisport, a decrease of $2.4 billion compared with 2001 due to lower share buybacks by the Parent Companies. in
addition, there was a net drawdown in debt of $6.7 billion, due mainly fo the acquisitions.

Capital investment :

Group companies’ capital expenditure, exploration expense, new investments in associated companies and other mvestments increased ‘,i‘
by $12.8 billion to $24.6 billion in 2002, mainly as a result of the acquisitions of Enterprise Qil, Pennzoil-Quaker State, DEA and
additional interests in Equilon and Motiva. Exploration and Production expenditure, at $14.1 billion {2001: $8.0 billion), accounted
for more than half of this fotal. Qil Products investment totalled $7.9 billion (2001: $1.5 billion). Chemtcals investment was $O 8 billion
{2001 $0.8 bllhon) while Gas & Power c:ccounted for $0 7 billion {2001: $0.8 bdhon) . <l

Capital investment in 2003 is eshmated to be approximately $]2 billion. Spending wa“ conhnue to be subjected to invesiment
discipline, stringent project selection and the need to balance profitability with growth. Exploration and Production will continue to be
the major element. It is expected that the Group companies’ investments will be financed from internally generated funds.

Financial condition
Cosh, cash equivalents and short-term secwmes were $1.6 billion at the end of 2002, down $5.1 billion on 2001, whilst the total of -
shorf and long-term debt increased by $13.9 billion to $19.7 billion. The debt ratio mcreused from 8.9% in 2001 to 23.6% in 2002,

Net assets increased by $3.9 billion to $60.1- billion during 2002. Fixed and other iong term assets increased by $31. 0 billion fo
$112.1 billion. Net current ligbilities increased by $11.6 billion to $14.6 billion. During 2002, the Group increased its Medium Term
Note and Commercial Paper Facilities to a total of $26 billion. These facilifies, together with available funds, offer ample flexibility fo
meet working capnal needs.

The following table summarises the Group's principal contractual obligations and commercial commitments as of December 31, 2002.
Please also refer to Notes 15, 16 and 18 to the Financial Statements.
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$ biflion

‘. tess thon Aher
" Ceatrociuol Obligofions Totol Tyeor  2-3yeors  4-Syeors 5 yeors
. long-lerm debt 8.5 2.2 21 34 0.8

Leasing arrangements 9.4 290 21 RN 4.0

Long-tarm purchase ; Co

obligations - 9.1 0.4 [A] 10 6.4

long-term er :

copacity obligations 6.9 Q.2 0.6 0.7 54"

Other long-term liabilifies 6.1 ~ 37 15 09

Total 40.0 5.0 9.6 7.9 i7.5

Environmental and decommissioning costs

Group companies are present in over 145 countries and territories throughout the world and are subject to a  number of different
environmental laws, regulations and reporting requirements. It is the responsibility of each Group company to implement o heahh
safety and environmentol management system that is suited fo its particular circumstances.

The costs of prevention, control, abatement or elimination of releases into the air and water, as well as the disposal and handling

of wastes at operating facilifies, are considered to be an ordinary part of business. As. such, these amounts are included within
operating expenses. An estimate of the order of magnitude of amounts incurred in 2002 for Group companies, based on allocations
and managerial judgement, is $1.1 billion {2001: $0.6 billion). Expenditures of a capital nature to limit or monitor hazardous
substonces or releases include both remedial measures on existing plonts and integral features of new plants. Whilst some
environmental expenditures are discrete and readily identifiable, others must be reasonably estimated or allocated based on fechnical
ond financial |udgemenfs which develop aver time. Consistent with the preceding, esfimated environmental capital expendnures made

by companies with major capital programmes during 2002 were $0.8 billion {2001: $0.4 billion). Those Group companies are

expected fo incur environmental capital costs of at least $0.8 billion during both 2003 and 2004. It is not possible to.predict with
certainty the magnitude of the effect of required investments in existing facilities on Group companies’ future earnings, since this will
depend amongst other things on the ability to recover the higher costs from customers and through fiscal incentives offered by
governments. Nevertheless, it is onficipated thot over fime there will be no material impact on the total of Group componies’ earnings.

" These risks are comparable to thase faced by other companies in similar businesses. At the end of 2002, the tofal liabilities being

carried for environmental clean-up were $797 million {2001: $454 willion). In 2002, there were payments of $139 million and

increases of provisions of $120 million. Provisions being carried for expenditures on decommussuomng and site restoration, inchuding

oil and gas platforms, omounfed to $3,528 million (2001 $2,615 mulhon)

OTHER MATTERS

Risk management and internal control :

The Group's approach to internal control is based on the underlying principle of lme management’s accountability for risk and control

management, The Group’s risk and internal control policy explicitly states that the Group has a risk-based approach to internal control
and that management in the Group is responsible for implementing, operating and monitoring the system of internal control, which is

designed to provide reasonable but not absolute assurance of achieving business objectives.

- Established review and reporting processes bring risk management into greater focus and encble the Conference {meetings between

the members of the Supervisory Board and the Board of Management of Royal Dutch and the Directors of Shell Transport} regularly to
review the overall effectiveness of the system of internal control and to perform a full annual review of the system's. effectiveness.

At Group level and within each business, risk profiles which highlight the perceived impact and likelihood of significant risks are
reviewed each quarter by the Committee of Managing Directors and by the Conference. Each risk profile is supported by a summary
of key controls and monitoring mechanisms. A risk-based approach to internol control confinues fo be embedded within the businesses.
In addition, non-Shell operated ventures and offiliates are encouraged to adopt processes consistent with the Group's opproach.
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