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MISSION

To help people build a better world by providing hydrocarbons cost effectively. reliably and safely without hanning the environment.

VISION

We wifl be a business that is recognised as delivering superior profitability and value growth from a continuously improving
portfolio.

We will achieve and maintain an outstanding reputation for sustainable development, balancing economic. social and
environmental responsibifities.

We will value diversity and offer our people a challenging, and rewarding working environment, with the opportunity for self­
development; thereby capturing the business advantages of a motivated and high-quality workforce.
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23 October 2000

Further Business Improvements during 2000.... The 2000 EP Businesa Plan comprises
Building on #le key learnings from 1998, EP has made significant progress in • the Foundation Plan, which meets agreed Ground Rules of 15% ROACE
Tackling key 1tlrusts of Capital Discipline, Portfolio Management and Cost and $2.4 bin Net Cash to Shareholder,
Leadership. • Strategic Options which are summarised in Appenc.b A2, and included on a
• Capital Discipline, through global competition for lunding via the Capital risked basis, and

Allocation process is now fully established and supported throughout the • the aChristian" acquisition (excluding dilutions which may be required by the
EP community. The discipline displayed by our CUs is supported by a NZ Commerce Commission).
more efficient global business planning process. The 2000 EP Business Plan has the following key characteristics:

• Portfolio Upgrading has been effected through both divestments and Capax: $8 bin in 2001 and $7 bin thereafter.
acquisitions. Underperforming assets have been divested in 1he US, UK, Expex: constant at $1.3 bin per annum throughout the Plan period.
and Australia, and risks have been mitigated through selective dilution of RDACE: 14.7% in 2001, increasing to 17.4% by 2005.
interest in key areas. The portfolio has been further strengthened by the Net Cash to Shareholder, Intrinsic Shareholder Return and gearing
addition of high-potential exploration acreage in Brazil and the Caspian, Ground Rules will be met under all oil price scenarios.
and acquiring a majority interest in Sakhalin. Average production growth over the Plan period is 6% lor oil and SOh.

• Cost Leadership has been embraced by the EP communlty with the for gas (7% growth in boe production).
sharing of best practices soon to be facilitated by online benchmarking. Planned investment levels provide ExCom flexibility to holdback $1 bin ($0.8 blo

These thrusts are supported by the establishment of Global Exploration, a Production Capex, $0.2 bln Expex) until Q1, 2001 results are in hand. Release
strong emphasis on people skills and diversity, and the business of such funds will be dependent upon the impact of COded projects, and the
foundations of HSE, Sustainable Development, Reputation Management rO~utI=::-;ook--::::-:fo_r-:0l;-·I.;.P-:tice_s_d_u_n_·ng~the-;-_rem:-::::a7inde-:-:-::-:r:-of-:--200~1:.:..----:-7-:-:-~:-----_,
and Technology, Production levels are quoted at $14/bbl. In the event of $261bb1 thfooghout
However, we are not complacent..... 2001, production will be reduced by ca. 70 kbld and 4.5 mrd Sm3lyr due to

tower PSC entitlements.
Our established processes for "making the most of what we have" will be t-- ..:...:.:.:..:.:-.:.:.:.:-==__- __-----------------.l
accelerated through our 'Realising the UmitK procurement initiatives, and EP Business Plan Investment Levels

~~~~n~~:=s~IOgydeployment, which are already delivering substantial 1~ .'l·.~~.~~-~:.-:~-~:-:.f~~~~-~._U_is_itio_n _

Critical to the delivery of the EP Plan is our success in "getting new ..
bus;ness~ by accessing the most attractive greenfield and brownfield 7 -i.;~~.:· ~':,._

~rtunities in an increasingly competltlYe business envirortment. This is .. 6 f·· h.: -"
r"",,,cted in the increased emphasis which EP has placed on "Volume 0: -..

=n~':= h~~: ~~~~:U~1yses in detail the 39 rngh-qualily ~: t~r:_ ;--~.
Success in the traditional EP business will be complemented through 3 l-- -- -
"breaking new ground" in commercialising key technologies, and exploiting 2 : _ __.
the potential of eBusiness.

EXECUTIVE SUMMARY

2000 EP Business Plan
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EP Business Plan· 0i1iNGL Production
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2000 EP BU$~ Plan

EXECUTIVE SUMMARY (Continued)

f":l..'V ..;I~(.;. l:::;'';'. ..:,.(;\"):.~ E;:J- :':>':~~fn'''' > ;'>j;"

@ $t4ibbf OGLE 01 02: 03 ()4 OS

Production <::aJl'W 5mIn 4,692 8,000 7,000 7,000 7,000 7,000
ExpoI!X $mIfl 1,330 1,300 1,300 1,300 1,300 1,300

OpeXiGAJ Srnln 3,136 3,165 3,155 3,120 3,150 3,218

OlI&NGL kbId 2,267 .2,266 2,450 2,654 2,859 2,945
Gas Production mrd.m3IyT 86,0 96.5 103A 110,0 117Jl 120,9
iolul kboeid 3,702 3.877 4.1n 4,490 4,825 4.962

NlAi $mln (ili6;> 3~8 3,960 4,170 4,973 5.519
YE Cepilal Employ«l Srnl" , 21,205 29,615 31,527 33,576 35,887
ROACE 39,0% <' 14.7% 15.6% 15,40(:1/Q 16.9% 1704%
UnjlOpex{GA) $lbae 2.3 2.2 2,1 1.9 1.8 1.6
Nel c:a..n to .harehold9r Srnln 8,&00 2.400 2,400 2,464 3,183 .1,519

NOTE; elCC!udes "Christian" cliIulions wtllctl my be required by NZ GommeICa Commission
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OPEC

Global Oil Supply and Demand

2000 oil demand growth is expected to be 1.3"h with demand suppressed due
to high oil pl'ices. and a mild winter. Beyond 2000, world demand is expected
to increase 1.5-1.9 million bid each year, a growth rate of 2'7'0.

2000 EP 6usine$S Pia"

Oil Prices

With stocks remaining low. oil prices have rebounded sharply since March
1999, with Brent prices averaging $26.BlbbI in the first half of 2000. and over
$301bbl in September. Following high seasonal demand in 04, 2000, a smaU
supply surplus is expected to develop in 2001, resulting in a gradual stock
increase and weakening prices. Prices may fall rapidly towards $18-$2O.'bbI
to encourage stock building if OPEC does not adjust QUotas.

In the longer term. it is expected that prices of $13-$171bbl will allow Opec
and non-Opec to retain their respective market shares by limiting growth in
non-Dpec production and promoting high demand growth. Higher prices will
cause Opec pl'oouction to stagnate or even tall, a situation which is unlikely to

Higher oil prices have led to an increase in non-Opec supply which has be tolerated.

fncreased by 1.2 million bid in 2000. Over the Plan period. non-Qpec ~ Consequemly, EP will retain a midpoint foe screening of $14/bbl MOD Brent,
production IS expected to continue to grow by 750,000 bid each year (outside whilst remaining vigilant to a possible tall towards $101bb1 and identifying
the ~lS), with contribution from the CIS strongly dependent upon economic short-term projects which are highly pl'ofitable at $181bbl. •
stablhty.

" Gas Prices
Followlflg recent Opec quota Increases, a supply surplus is expected in 2001 .

• Current European prices are closely linked to oH. Uncertainties are high in
Oil Supply and Dtlmand 2000 Pt8" the EU where fundamental changes are likely to occur within !he next to
{",,!lion bid) Actual ~mplians years. Demand growth can be IaJgely met by existing long-term contracts

1- 1_ lE2llOO 2001 2002 2001> through to 2007.

255 29.0 280 ;;()5 • In North America, gas prices are decoupled from oil. Current high demand
and supply shortages have driven gas prices CNer $&Mscf. close to the
price of Oil, a substitute fuel.

• rhe need to increase supply from more difficult and remote basins is
driving prices higher. Access to well positioned new gas resources will be
a key component of competitive advantage and sustained financial
performance in this market.

• In Central and South Asia, uncommitted demand exism. but this region
remains a buyers' market with many potential supply options competing
and applying downward pressure on prices.

• In the Far East, gradUal market liberalisation and a "baCklog" of competing
lNG PfOjects Is forcing increased price competition in Asian markets
where adequate supplies of new LNG and pipeline gas are expected to be
available at around $3.OIMMBtu through 2010.

Macro-Economic 0uU00k

Expectations of economic growth remain uncertain, notably in relation to a
possible US stock market correction. Premises are consequently based on a
conservative growth assumption of 3.5% for 2001-2002, increasing over 4.0%
beyond 2002.

iCNde e:;(,l t~~
I!~aq
~"''-'l "'0 ('-"""'''';
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Industry Investment Levets and Growth Plans

Oif production from the 6 majors has gfOWl'l in line with oil demand over the
period 1993-199R The same companies coltectiveJy promise 4-5%
production growth per annum over the Plan period, against a backdrop of a
2% demand growth projection. All majors apply similar growth strategies: all
claim to lead in deepwater technology and all chase the same growth
opportunities in the MRH, CaSpian, CIS etc. It is unlikely that the aggregate
forecast production can be achieved through organic growth, and further
consolidation of the industry is likely.

In response to the gt'owth challenge, investment levels are broadly higher
than in recent years. Our investment of $8.3 bin in 2001 is expected to be
exceeded significantly by Exxon-Mobil.

As the FT has recently commented, "the ben has rung in the fight for
supremacy between the three heavyweights that now top the oil
industry ~ ExxonMobil, Royal DutctJShell, and BP". To win this fight, Shell
EP must build on the progress of 1999 and 2000 to deliver best-In-class
performance in 2001 and beyond.

Increasing Industry Competition

Shell EP competes for business opportunities with three distinct types of
companies:

• Super-Majors
A clear gap exists between the three super majors ExxonMobil, Shell, BP
(production> 3 mln boeld) and the rest of the industry. For these companies,
a large number of projects are required to sustain value. Shell EP win be
increasingly competing with these players lor prime, high-vofume, growth
opportunities In deepwater, MRH, CIS and Caspian.

• Aggressiye "Nichen Independents
Independents such as Apache, Newfiekl and Anadarko, focusing on such
areas as greenfield exploration, and 'end-game' production from mature
assets provide strong competition for medium scale opportunities. There may
also be significant opportunities fO( synargy with such players in e.9,
placement of divestment assets.

• The New Breed
A new breed of pipeline, utility and power generation companies are
increasingly moving into EP, and competing for integrated gas opportunities.

2. COMPETITIVE POSITION
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BESTtN
CLASS

UtDDlEOf'
THE PACK

1999 - StM!I's Relative Performance

Source: Pruc1enlial. August2000

Finding&. .
Developmem Coat ..

Adj Production Co,t •••••••••••••

Major Oil Companies - EP Ranking 1995-1999
1995 19S6 1997 1998 1999

Chevron Chevron BP Conoco Conoco
Philllns BP Chevron Shell BPAmooo
Conooo Amoco Conooo Total SheI

BP PhilHos Tota! ..
'!\.k', Totalfina

~ Texaoo Amoco Chevron Chevron.'

Texaco .' Shell BPAmoco
Afl1o<;Q Total Arco Marathon TelCaCo
Mobi! Conooo Maralhon TelCaCO Amerada

Arnerada Shell Texaoo Unocal Ell
Marathon MarathOn .. ' ~f;.~ Amerada Arco

Areo Unocal UnocaI Arc<> Marathon
Unocal Arro PhilioDs Mobil PhiIliDs
KMG Mobil Uobil Elf UnocaI
Elf Arnerada Amera<ia Phillios

Shell Ell Elf

'-- ....JlCompanies merged Of acquired

WORST IN
CLASS

Adjusted ProductiOfl Income

23 Oclober 20002000 EP Busine•• Pian

Comparative Performance
The Competitive Intelligence (Cl) group in Shell EP uses the respected
Prudefltial (fOl'fl'lef'Iy Schroders) benchmaoong to assess Shell comparative
performance. On the basis 01 9 measured parameters, Shell EP has
imprOVed to third overall behind Conoco and BP. Cl has selected 4 key
parameters to monitor our performance over time:
• Finding and Development Costs

Shell EP is seen as best-in-class in the industry due to the positive impact
of revioons and inclusion of non-ronventional hydrocarbons (as dOne by

~-.1 Exxon for years). Our success reflacts our expertise in field development
--'"',Cvv"f:<.- '. lA and masks recent concerns on exploration delivAfY. Shell is also more

! n conservative Wl1en booking reserves than some competitors, notably BP.
• AQiusted Production Costs

Shell EP is seen as the leader in Unit Adjusted Production Costs, with the
impact of SCL global discipline demonstrated in 1999ligures.

• Production Replacement
All EP majors attempt to maintain 100"/0 reserves replacement Only BP
replaces 100"'{' through the drill bit (although the contribution of revisions is
much smaller in their case). Shells strong position is influenced by buy­
back contracts and the inclusion of mining reserves.

• Adjusted Production Income
In 1998, Shell's production income was relatively buffered from the low oil
price. At higher prices, we are OUlperformed by the competition. Regional

~ and/or global fiscal terms appear not to allow the full translation of our cost
t improvements into income advantage.

Competitive Fitness

In an increasingly dynamic and competltlve business world, the ability of a
company to el<ploit the knowledge base of the staff in their organisation is
seen as criticaL An INSEAD survey of "Competitive Fltnessn based on
measures such as corporate culture. mission & vision, innovation, planning
and competitive intelligence indicates that Shell has been dropped from the
benchmarking of world-class companies. This is coupled with COOCefns over
staff morale highlighted in the 1999 Global People Survey.

Shell EP fUlly recognises these concerns and actions are ongoing to ensure
that our belief that people are our key asset is reflected thrOUghout all levels
of the organisation
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SUlSiness Risk

EP Risk Profile

This formal process of risk management will be further embedded in EP
mroughout200012001

The EP Risk Profile (Shown below) is reviewed on a quartetly basis. Gritical
risks. which are defined as those which place the entite business entity at
risk, are each continuously monilofed and risk·reduction plans are being
developed,

In response to the Turnbull Report, requiring all pubfic companies listed on
the London Stock Exchange to disclose intemaJ controls for the management
of principal company risks. EP OUs have summarised their key risks in their
Business Plan submissions.

""

23Oc~2000
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2:000 EP Business Plan

3. OBJECTIVES, STRATEGIES & CHALLENGES

Objective
EP basic objectlve is to achieve superior profitability and increase
shareholder value in a sustainable manner. This requires:
• Short-term profitability:

EP delivers Net Cash to Shareholder and. ROAGE in line with our Ground
Rules.

• Long-term business growth
EP has adopted Independent Financial Management (IFM) and. is working
towards maximising value, as measured by Intrinsic Business Return,
within the short-term profitability requirements.

Strategic Oveniew
Our strategic direction is articulated in terms of three areas:
• Making the most of what we have· excelience in performance

• Getting new business· conventional growth I replenishment

• Breaking new ground - new business opportunities, new business
designs

Whilst we have irwestigated new Business Designs, EP's strategy assumes
that the predomInant model for value generation will contlnoo to be the
traditional JV model, and that EP's primary design is the Traditional
operator business design. Further details are available in Volume O.
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•~ t>uiJd r,,!&tionoll~ • BigGulIO~ adMliy pur_Iran, Iraq. saudi Arabia, Kuwal!
• P",sue syn...-gies wilh GP, 01> • Llbva a.<:lNe!ypur_
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f--------.
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• Upgrade portfolIO: pursoo flSlII gas " ·r·';;o<.t.·1 :t~tf~ ~= ..~, 1l(1:~-C 1ur~sri

wu,"". WIth 1001.1$ "" optimal .. ~..J!-t.';' PJn P~W..Y'l. "1'/ eW"~ Ne~ V5'$ fSMDSJ
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and near lerm markm · ~;~'tj ~';!'-~ ~mte,j ~.a:unG ~PVftrn..w, l~l~tor: fCt H.H;"I: ~

• FJfS! movet aCIV"ntage cri1ical #' M~':Uj-e Eas! tuli gas cna., play 10 &e<)lJfO up&lIMm
to seotJe'e ':neW' madi:ets .. ';'.,J(;S;~.~ Strcongf~"\en SajC;h&!-i'l pos.tt~on

• A~tmbc Basin ShEt¥ as. L!\f(i buYGf{en~t

• N.Ametica find MW gas lIIJIlllfV play (inetJcling Maxioo)
• S.Ccne oonsi<I<lf shrinking to 8tal:lI oriy

• $MOO boic:<lme GTL Leader. relaln lira.............. a,wanlagtll

§E. • tNG maintaiII posIlloo in lOO through COISI k1adenil>p
« PO\Ve( b<lc:olne alignilicornt~

• To create a portfolio olD""""""'"
• Midslream unloclt Sigolilioant~ value

foug~ly double fue site Of !ha
• CcalG8$ ~ loohnclogy th<ougI> seIec:tive lrrtestmenta

i existl1g ponlolio bV ?Gl0
• M& T ~e 10CllS 0fI cuslcmet .-da
• Resirliln!iaI Plllierred mull~PI'OdudIlrafYlceCOIJ'C)lInv

Deepwa.Off" G_
• Consolidale no 1 pos«iQn in

saiedeo ba~ins

• GOM jlUrstle neer term~ .. find MW big plays
.1......,rageSDS
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The 6 Strategic Themes
High-level strategic directions are discussed .n Volume 0 of the Business
Plan. We translate these high-level strategies into s!K Strategic Themes,

Key objectives. strategies and activities in each of these themes are
summarised in section 10 of this document

3. OBJECTIVES, STRATEGIC & CHALLENGES (continued)

Determined efforts are ongoing to grow new business in Major Resource
Holding countries such as Iran, Iraq, Saudi Arabia, Libya and Kuwait.
Competition is intense, however, and the returns are likely to be moderate
and relafufely insensitive to oil price. Nevertheless. MRH countries could
provide a steady and long-term stream of income and provide a counter
balance for more oil pricB sensitive undertakings such as Deepwater projects.

~ strategies for each of the targeted markets are determined by the state
of market liberalisation, maturity and saturation level of the market,

We would like to retain our strong competitive position in peepwater by
focusing on a limited number of material (Gulf of Mexico, Nigeria, Brazil and
Angola) and emerging (Egypt, Trinidad, Morocco) basins, In addition we wili
try to leverage Shell Deepwater Services (SDS) capabilities in novel ways.

Nigeria has been raiSed to "theme" level to prOllide extra focus. The main
challenges will be to restore onshore production levels to capacity, to balance
onshore developments with growth offshore. to develop the local communities
and to gain new licences,

CaspianICtS Oil has been kept on as a theme. The name of the game here
is to mature and pursue our options, A very Jar9" diScove/y has been made
by OKIOG on the Kashagan prospect in the Northern part of the Caspian
sea. The lnam farm-in in Azerbaijan may provide a platform for growth in the
Caspian region. The anticipated PSA and Cfl.ldEl Transportation agreements
tor Salym will open the road for further devefopments such as Komsomol.

A sixth Theme, Unconventional ReSOUfCft encompasses EP diversification
into Oll sands, and new options which could render economic significant
volumes of unconventional hydrocarbons. EP is also looking at novel
geothermal power options (Hot Fractured Rocks).

2000 EP Business PIIm 23 OC1ob&r 2000 PIlg8S
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• Technology Ventures
• Eureka
• Hot fractured Rocks
• FlNG
• SUDS

, Breaking new I
I ground JI
l-_..._..._.... _. _

Whilst 'making the most of what we have' is characterised by continuous
business improvement initiatives. 'Gettlng new business' is driven by the
Aspired Portfolio and 'Breaking new ground' is techrrology dominated.

• Saudi, Iran, Libya
• Sakhalin
• China
• North American gas
• Mexico

··· __··1
Getting new 1

t. b_u_s_in_e~...._J

3. OBJECTIVES, STRATEGIC & CHALLENGES (continued)

EP strategies are supported by a continuous track-record of innovation. All of
the innovations listed here have been introduced over the past couple of
years.

r· Making the most
·L: of what

_ we have

Specific Examples:
• Reaiising the Umit
• (erProcurement

~~, lA· Too Fast To Follow
( ~~ I • Capital Allocation
J .::xamples of ' • Portfolio Management

Global Deepwater Services, Exploration FRO, Regional Clustering
"Tl
(0
Q..

Planning Process: Risk& value based option evaluation

Value Creation Teams: Diversity, &-Business

Gamec:hangel; Turbo, R&O: 2<JOk committed to Revolutionary

~
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Sustainable development, emission permit trading
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4. 2000 EP BUSINESS PLAN

4.1 EXPLORAnON
Shell EP has consistently been rated highly by external analysts on the key
measures which reflect exploration success - Unit Finding aod Development
Cost, and Reserves Replacement Ratio. However, both measures are
positively influenced by significant field revisions. and mask recent years of
uncler delivery from exploration.

In response to the FRO "Exploration in the New Millennium" , Shell EP
has introduced the position of Head of Global Exploration, and a Global
Exploration Forum to advise on management 01 the global exploration
portfolio, and establish a strategic framework for exploration.

A number of advances have already been made. Mandatory peer reviews
result in a greater degree of challenge to proposed programmes, and ensure
higher levels of consistency. The Global Exploration Forum facilitated the
exploration Capital Allocation process, aimed at optimisation of the
programme based on three criteria:

• Project Attractiveness; Ranking based on economic attractiveness and
strategic imperative

• Option Value: Portfolio considerations not specifically addressed by the
attractiveness (eg. Play-opening potential)

• Exploration Pariormance: Track record of delivery of SFR and reserves
against predictions.

Global Exploration objectives and strategies presented here are preliminary
and will be further refined during 2000 and 2001.

Global Exploration Objectives

To maximise short·term value creation from selectrve ('Designer') exploraf
in mature basins, whilst making material discoveries in new and emergiI basins for Ihe medium and long term.

I • To be equity owner In at least 2 materia! (>500 mln boe SFR. 100"k)
discoveries each year.

[ • To add at least 1.0 bin boe expectation SFR per year, at a finding cosl 0
i less than $1.01boe.

I• To achieve a Unit Finding Cost of <: $2.0Ib0e (Proved Reserves) in 2001,
dropping to < $1.5/boe in later Plan years (3-yf rolling average).

Most Confidential

Exploration Strategies

• Protection
Explore at minimum cost in mature plays if it is demonstrable that
stopping exploration places existing or tuture revenue from production
operations uodet threat (e.g. asp. Syria, SPDC).

• Near-Field
Explore near existing infrastructure only if the exploration activity is
expected to add NIAT within 6-24 months (e.9 UK, Malaysia).

• New Oil Hubs
Explore for new oil in mature plays OIlly if FlO is within the Plan period.

• Gas
Explore for gas where a significan1 supply/demand gap exists. or is
projected in the Plan period. and where SheH is weJI-pIaced to secure
this mal1<et (€l.g USA, Netherlands).

• New Frontiers
Explore for material new oil frontiers with potential Shell-share
production> 100 kbld before 2010 (e.g. Angola. Brazil, Azerbaijan,
Kazakhstan).

Clustering of Resources .
• To develop and maintain key exploration organisational capabilities,

Centres of Excellence (Clusters) with critical mass to promote
organisationalleaming, will be established.

• Benefits of clustering relate to;
Organisational Capabilities: Technoklgy penetration. regional
geology, learning & development, staff skills. flexible deployment
and critical mass
Portfolio Management Aligning activities with strategies. active
regiOnallthematic portfolio management

• Improvements in performance due to enhanced organisatiooal
capability. coupled with increased efficiency will positively impact all key
externally benchmarked metrics.

• Whilst clustering of capabilities is in place tor Deepwater. and is
procseding in Europe, a number of difficult political issues win need to
be overcome before all clusters are in-place end-2oo1. Not least will be
the need to fully address the impact on local staff in countries which are
not cluster centres.
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2001 Base Programme Exploration Wells by Country

EPNOTHER "

NETHERLANDS, i MALAYSlA
USA ",\,"-y-- I~:f"'""">

[EPN 23 I // \ 4' '::;:.&",,~"i.
,'""--UK! ,..~

f 8'

EPMOTHFR~~-
EGYPT'v.......Y

\ 17

IEPM2S! ~
'-----' OMAN "-......
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2001 Base Programme Expioration Expenditure by Country
EPNOTHEflS

I.... EP rAUSTAALIA I
...- NETHfRlANOS "I' ";' _.,:.. {MALAYSIA EPA $166m1n

EP $17m1n I Ulh .../~ '-.' .~:. f BRUNEI
1 . "-

GANAD" .~ . '.- EPA OTHERS

I I
! 47 .'",,: . .-:,

EPN $358m1n t---· ...... _~l... :~;),~ ~ 62 ~

I 182 ........ SNEP;..:C=:;:O"- _

USA \ I EPG $242m1n
r-----, \ /; !tQW~.:-------'

EPM $220mln I \ // .
I ··SPDC

EPM OTHERS··' ! I " EPG OTHERS

AZERBAIJNfJ , \m lSAZAKHSTAN
OMAN j EGYPT

23 October 2000

Exptonation & Appraisal Activities 2001

Exploration expenditure in 2001 amounts to $1.3 bin, and comprises the
following key elements:

• OU Base Programme $1.0 bin
The Capital Allocation process resulted in the funding of high-ranking
exploration aetMtias in 37 countries.

Expenditure on new portfolio elements (underlined in the chart opposite)
totals $0.2 bin. Drilling activity will continue in Brazil and Angola, and a
second well will be drilled in Azerbaijan. Evaluation of the giant Kashagan
discovery in Kazakhstan will continue. Newly acquired acreage will also be
explored in Nigeria deepwater, Egypt, and Morocco.

A lotal of 99 exploration wells will be drilled in 2001. Within Shell's
traditional portfolio, 8 wells will be drilled in the Gulf of Mexico and 17 walls
in Oman. Exploration in the UK, Brunei and Malaysia will focus on near­
field explQration delivering shorHerm production.

Shell OUs will participate in the acquisition of 25,000 km2 of 3D seismic
and 5O,OOOkm of 20 seismic. Additional activities to be undertaken
following the "Christian'" acquisition are yet to be incorporated.

• EXCom Flexibility $0.2 bin
As opportunities materialise and mature over the course of 2001 ,
additional exploration funds may be required. The 2000 EP Business Plan
consequently contains a provision to be held by ExCom. Exploration
expenditure required in support of Strategic Options will compete with
attractive opportunities that mature from the existing portfolio for funds
from this flexibility.

• Contingency $0.1 bin
As a consequence of Capital Allocation. a number of projects with
outstanding commitments have been ranked-out. Whilst it is expected that
these commitments will be removed by the OUs, contingency is held
peoong confirmation. Ooce achieved, this will release additional funds for
new opportunities that materialise.

During the course of 2001. exploration exits from Albania, Ireland. and Poland
will be completed. whilst exits from Congo, Surinam, and Indonesia wilil be
effected.

in addition, appraisal activities, amounting to $0.2 btn will also be undertaken
in China, Angola, Sakhalin and the USA (EB2 walls).

2000 EP 6u$ineH Plan
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Exploration Deliverabtes

The 2001 OV Base ~(ogramme (excluding any impact from the "Christian"
acquisition) is expected to deliver the following:

• Scope for Recovery (SFR) 2.4 bin boe (SO.4Iboe)

Gas 0.9 bIn boo. with key contributions from:

Argentina (0.2 bin boe)

Kazakhstan (0.2 bin boa)

Egypt (0.1 bIn boo)

Oil 1.5 bin boe, with key contributions from

Kazakhstan (0.4 bln boo)

Brazil (0.3 bin boe)
SNEPCO (0.2 bin boo)

SPDC (0.2 bin boo)
Angola (0.1 bin boo)

USA (0.1 bin boo)

• Proved Reserves tt6 bin boe ($2.2Jboe)
Key contributions are expected from:

USA (0.3 bin boo)

Brazil (0.1 bin boo)

Over the Plan period, Unit Finding Cost fO( SFR is expected to remain below
$1.0ib0e.

Efficiency of Proved Reserves additions wilt improve over the Plan period, as
the benefits of a programme optimised by global competition for funding are
realised. Proved Reserves from our new acreage additions are expected from
2001 onwards.
Addition of Proved Aeserves from Sakhalin (2 bin boa in 2002). and
Kazakhstan-Kashagan (0.8 bin boa, 2003-2005) offer huge potential
improvements in UFC. However, each of these projects has considerable
techrncal and commercia! uncertainties which need to be overcome before
r8S6Nes can 00 booked.

Induding Sakhalln and Kazakhstan results in a UFC fO( Proved Reserves (3­
yr rolling average) declining from $1.5Iboe in 2001 to $O.8Iboe in 2005.
Significant regional variations in UFC are iHustrated in the chart opposite.
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EXcfuding the effect of divestments undertaken in response to the low oil
price in 1998, EP has delivered steady undef1ylng procllJction growth over the
period 1994-2000. Whilst 2000 oil production appears to lag the target, this
effect is mainly due to the effect of hlgh oil prices on entitlement in PSCs.
2000 gas production is lagging target (1510 kboeId) due to the effect of a
warm winter, PSC effects, and commissioning problems.

• Foundation
Over the Plan period. oil productlon showS an average 30/0 growth (BP'99
Foundation 4%) with major growth areas in SPDC, SNEPCO, Iran and
AOSP. Gas also shows 3% growth (BP'99 Foundation 3%) with major
growth ooe revised accounting procedures in Oman Gisco, and in Australia
and SPDC. Dependency on Nigeria for production growth in oil and gas
remains, albeit with more realisDc planning assumptions. The top five oil
producers in 2001 are largely the same in 2005, and in gas no change al all.
• Strategic Options and "Christian"
The addition of Strategic Options and the aChrtstian" acquisilion incroases oil
production growth by 3% and gas production growth by 5% with respect to
the Foundation Plan. Production from Strategic Options (risked) is forecast to
generate ca. 300 kb/d and 15.7 mrd Sm3lyr by 2005 (refer to Appendix A2
and Volume 0 for further details). ·Christianff de4ivers 31 kbld and 4.5 mrd
Sm3lyr by 2005.

4.2 PRODUCTION
EP production is dominated by high quality existing assets in the UK, USA,
NAM, Oman, SPDC, and Brunei wrnch produce over 50"10 of EP oil & gas
volumes. Decline rates of SOk p.a. for oil and 5% p.a. for gas existing assets
mean that average production growth forecasts of ca. 6-8% over the Plan
period represent a majOf chalfenge.

EP has two critical produetioo issues:
.. Ensuring that production from existing assets is maximised
.. Ensuring that new development projects are delivered on time with the

expected production contribution

2000 El" 8uw-s Plan 23 Odober 2000 Pep 14
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Existing Assets

Oil Production from existing assets declines by 8% p.a. over the Plan period.
Recent performance improvements in the BSP-Champion Field (+20'%
production) underline how eXisting business is being improved thrciugh AtL
initiatives. In accOf'daf!ce with historical performance, deferment assumptions
in Nigeria have been revised to 40%,

Gas Production from existing assets dectlnas by 5"/0 p.a. over the Plan period
with de-regulation of European Gas markets resulting in revised production
forecasts over the Plan period.

Production deivery of projects recently onstream has been disappointing.
SubSUrface, welt completion, and commissioning problems nalte been
identified as root causes. The VAR process, Capital Allocation and tighter
linkage to scorecard deliverables are ensuring greater confidence of future
delivery in line with current plans.

Major projects coming on stream in 2001 will contribute ca. 70 kboaId of new
production. Of post-FIO projects yet to come onstream during the Plan
period, five dominate -AOSP, Soroosh/Nowrooz, Brutus, Bonga, EA and
deliVery on these key projects is critical for the delivery of the Plan.

Short-term Oil

In response to current high oil prices. adcfitional incremental production
projects are plal1l"lOO. predominantly in the USA and UK These short-term oil
projects will deliver B5 kbld in 2001.

New Development Projects

Major new oil developments will be undertaken in Denmark (Hatfdan), USA
(Nakika, Holstein) and Nigeria (Ehra). Each of these individually peak at over
40 kbld in the plan period. New gas developments in Denmark, Nigeria­
SPDC, Brunei, and Australia contribute to the planned growth in gas
production.

E&A Follow-up

20'70 of incremental oil production at the end of the Plan period is delivered by
E&A follow up activity primarily from 2003 onwards.

4. 2000 EP BUSINESS PLAN (continued)-----------------------'-------------------
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Canada
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4. 2000 EP BUSINESS PLAN (continued)

4.3 HYDROCARBON RESOURCES
In recent years Shell EP has achieved a proved Reserves Replacement
Ratio (RRR) in excess of 100%. OUr success is based on significant field
revisions, and in the Inclusion of non-convenlional hydr<lCarbons.
The latest estimate of RRR for 2000 is 28% due to the effect of divestments
(69% excluding divestrnents). The target AAR for the Pian in 2001 is 79%
excluding MD. Including MD increases ARR to 198% with Saudi Gas
representing the main component within the Strategic Options.
Average RRR over the Plan period for the Foundation Plan is 93"k. Inclusion
of Strategic Options raises the average RRR 10 122%.
Total Proved Reserves addition over the Plan period will be 10.0 bin bee. 01
which ~Christian" contributes 0.3 bin boa.

i In contrast to BP'99 which included significant Proved Reserves additions
• from SPDC, BP'OO assumes zero additions. Significant production growth is

required before current Proved Reserves can be produced within the licence
period. Without this constraint EP would achieve 100% Reserves
Replacement from the Foundation Plan alone.
Key contributions to Proved Reserves from the Foundation Plan in the ptan
period are expected from:
• saktlalin: gas reserves in 2002 pending market maturation
• Kazakhstao-Kashagan: First booking of reserves expected 2002.

Technical and commercial maturity of the huge discovery has yet to be
demonstrated.

• U§A: Exploration for large volume new plays will, if successful. provide a
significant contribution.

Critical success factors and key iSSUElS are:
• Exploration: a number of potentially malarial new plays will be investigated

through the Plan period (Brazil. Angola. Azemaijan. Kazakhstan, Eastern
Gulf of MeXico). An objective of Grobal Exploration is to de4iver Proved
Reserves at a finding cost of < $1.5Iboe.

• Maturation: Emphasis on the maturation of SFR to Reserves has been
increased through the Volume-to-Value and "Realising the Umif'
initiatives.

• Field Revisions: Shell EP traditional strengths in field deveJopment will be
expk>i1ed to maximise Reserves additions.
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Under-Pertonning Mature Assets
Some $4..5 bin of average Capital Employed relates to assets which are
classified as under-performing (RDAGE <15% at $14/bbi and/or AOACE <8%
at $10Jbb1).
• A significant number of assets classified as under-performing due to their

periormanca at $101bbf perform well at $141bb1. Urtdef'lYing contract terms
and costs structures have been extensively reviewed for these assets. and
optimised wherever possible.

• Whilst portfolio actions are under coosideratioo for some of the remaining
under-performing assets. the majority wiU be subject to performance
improvement measures. including application of the principles of
"Realising the Urnif'

23 Oclobel' 2000

I$34.7 bin

!·Oil
, t:I Gas
-MRH
IlID Nigeria
C'!I SNEPCO
• Deepwater
Cl Other

$25.7 bin 1

2000 EP Buaines$ Plan

Portfolio Composition - Average Capital Employed by Theme

4.4 PORTFOLIO MANAGEMENT
Detailed analysis at the EP portfolio is reported in an update to Volume 1 of
the Business Plan and is summarised here.

Within the EP portfolio. the focus themes of Nigeria, Deepwater and MAH all
grow over the Plan period. With the indusian of significant oil opportunities in
the EP Plan. Gas reduces in proportion in terms of Average Capital
Employed. The desire to increase the proportion of gas in the portfolio
remains and EP will be vigilant in identifying profitable gas opportunities.

AnalYsis of RDAGE performance in 2001 by theme illustrates the requirement
to maintain a balanced portfolio. With 1he contribution of Nigeria and MRH
increasing over the Plan period, these themes provide increasing
robustness against tow oil price. Deepwater performance in 2001 is
suppressed due to significant investments in Brazif, Angola and SNEPCD. By
2005. both Erha and Bonga will be on production and deepwater RDAGE
improves accordingly (18"k at $14/bbl).

The absolute level of Non-lncome Generating Capital Employed
increases from $6.3 bIn at the end of 2001 to $6.7 bin at the end of 2005.
However, this represents a reduction from 23% to 19% of the total Capital
Employed due 10 the planned levels of investment.

4. 2000 EP BUSINESS PLAN (continued)
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The following portfolio actions will be completed in 2000:

• USA Divestment of Altura and CO2

• UK Divestment of Foinaven

• UK Divestment of ElglnIFranklin

• Canada Divestment of Plains

• Australia Divestment of BarrowIThevenard and Bass Strait

• Kazakhstan Divestment of Temir

• Philippines Farmout of additional 10% equity in Malampaya

• Egypt Farmout of 25% equity in Nemed

• 8akhalln Acquisition of 37.5% equity in Piltun-Lunskoye and Molikpaq

The Foundation Plan assumes the following portfolio actions:

• UK Divestment of selected assets

• Iran Farmout of 4QO/o equity in SoroosIVNowrooz

• sakhalin Farmout of 22.5% equity in sakhalin

• Gabon Dilution of part of sharehotding

In addition, ongoing exploration exits from Poland, Ireland and Indonesia will
completed and further exits from Cote d'lvoire. Congo and Zaire effected.

Most Confidential
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4.5 VALUE BASED MANAGEMENT

4. 2000 EP BUSINESS PLAN (continued)

.. The Strategic Options represent a total (risked) value of some $9.8 bin as
at 1.1.2001, i.e. an additional 29".4. to the IBVe of the Foundation Plan.

• Cash yield - Cash Surplus as a percentage of IBV at the beginning 01 the
year - is reduced by the increased investment requirements, but still
averages some 5% Ql,/er the Plan period. High Cash Yield derived from
high oil prices in 2000 is available lor reinvestment in the Busil16sS and
fueis..blgb Portfolio Growth in 2001,----- ._,._ ~~--~---~~ ,_ ..- "~-,~~

;. Intrinsic Business Return (ERe). the sum of cash yield and portfolio ,
growth. therefore averages some 21 'Yo, _,/-----­._--------

Intrinsic Business Value and Intrinsic Business Return· Committed
.. In EP the (ungeared) Intrinsic Business Value (lBVe) at year-end is

based on the IBV of existing assets and committed (post-FIO) projects,
This enables us to project the growth in portfolio value (Portfolio Growth)
based on additional commitments made each year as per Business Plan.
The chart opposite shows this for a 10 year period reflecting the value
contribution of our Strategic Options.

.. IBVc at 1.1.2001 amounts to some $33.7b1n oJ which $16.6 bin relates to
our producing assets and the remainder to post-FlD prOjects. This
represents a slight decline in IBVe over 2000 of some -$0.4 bIn H ,3"1",
compared to the previous plan, essentially due to slippage in FIOs and
production.

.. In line with the decline in production from existing assets, their IBVe
declines to some $8.4 bill by the end of the Plan perlod.

.. Through the addition ot new dewIopment projects and E&A follow-up the
lBVe of the Foundation Plan is maintained at around $40 bin throughout
the Plan period. Future growth relies on the successful securing and
execution of our Strategic Options.

.. Inclusion of Strategic Options delivers a 9t,0V; in IBVc over the plan
periOO of some 16"/0 per annum and brings IS c to some $70 bin by the
end of ttle Plan period and is maintained at that value within tile 1o-year
horizon.
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4. 2000 EP BUSINESS PLAN (continued) Most Confidential

Total Shareholder Value and Shareholder Return

.. TotallBVof EP is measured on the basis ot:

existing business and of projects for which FID has been taken {IBVe)

new projects planned to be committed during the first two Plan years
the value of pra-FIO investments, taken as a fixed proportion (200k) of
that committed value in view of its inherent greater uncertainly; this
represents a conservative average value of pre-FID investment
any surpfus cash on deposit in OUs and in the Net Cash Return
(NCR) Bank (surplus NCR held by Group on behaH of EP).

.. Intrinsic Shareholder Value (ISV) is Total IBV minus Interest Bearing
Debt (lBD).

.. The above method for determining the total value of the Plan ensures
consistency of value measure between Businesses. The chart opposite
shows the ISV of EP for the the period 1999 - 2002.

.. Toml IBV at 1.1.2001 amounts to $57.0 bln of which some $42.4 bin
relates to existing business and projects committed up to end 2002 and
$7.6 bin to pra-FID projects. The remainder is cash on deposit ($7.0 bin).
With $ 3.5bln interest-bearing debt, the ISV at 1.1.2001 is $53.5 bin. This
represents a growth in ISV over 2000 of some $3.3bln (6.6%) compared to
the previous plan.

• Through the addition of new development projects and E&A follow-up the
ISV of the Fotlfldation Plan Is maintained at some $57 bin over 2000 •
2002. Future growth relies on the successful securing and execution of our
Strategic Oplioos.

• InclUsion of Strategic Options delivers Significant growth in ISV (23% over
2000 due to the positive impact of cash in the NCR bank and averaging
some 15% per annum over 2000 .. 2002), bringing it to $75.7 bin by end
2002.

• HeR to Group is assumed to be maintained at $2.4 bin per annum,
resulting in a bUild-Up sUrplus in the HCR bank that adds to ISV growth.

.. NeR yield - HeR as percentage of ISV at the beginning of the year .
averages some 4% over the first two Ptan years.

\ .. Intrinsic Shareholder Return (BR), the sum of HeR yield and ISV! growth is 27% over 2000 and averages some 19"A> over 2000-2002,
~ sufficient to meet Ground Rules (shadow) targets.



..j::;.
I\.)
o

I
en

o
o
()
c
3
CD
::J.......

(")
ID
Ul
CD
W
o
..j::;.

I

~
I
o
o
w
-..,j
..j::;.

Ic-»
"1J

I
c­
c-
I

"1J
ID

(Q
CD
I\.)
W
o
-+0

W
o

39
- 36

33
- 30

27

24 *--. 21 w
18 ~
15 ~
12
9

i 6
3
o

05

Page 21

02 03 04 05

Most Confidential

NJAT and ROACE

98 99 OOLE 01 02 03

Net Cash to Shareholder

III $101bbl

96 97 9B 99 OOLE 01
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4.6 FINANCIAL QUANTIFICATION
EP is committed to delivering financial performance in 200112002 in line with
Ground Rules:
.. ROACE at $14/bol: 15%

EP has an additional aspiratiOnal target to achieve 10"/" ROACE at
$10/bbl.

.. Net Cash to Shareholder: $2.4 bin per annum

.. Gearing less than 35%

.. Intrinsic Shareholder Return of 1o-1~<l at $14ibbl. comprising 7% Net !:(
Cash return and 3·5% growth in IBVc. %

4. 2000 EP BUSINESS PLAN (continued)

NIAT and ROACE
.. At $141bbl, ROACE increases from 14.7"10 in 2001 to 17.4% in 2005

(excluding Saudi Gas).

.. Average Capital Employed increases from $25.7 bln in 2001 to $ 34.7 bln
in 2005. An additional $3,9 bin of Capital Employed will be added in the
event that the Saudi Gas project proceeds,

• N1AT (before minority interests) at $141bbl grows from $3.4 bln in 2001 to
$5,5 bin in 2005.

Net Cash to Shareholder
• Net Cash capacity at $14/bbl is $2.4 bin in 2001 and 2002, and increases

tllerooftar.

Gearing is targeted at some 14% in 2001 and 20% for later Plan years.

Investment Levels

.. Exploration expenditurs constant at $1.3 bln and Production Capex at $8,0
bin in 2001 and constant at $7.0 bin thereafter.
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Promise Plan
2001

External Cost Promise

Opex and Unit Opex (GrOtlP Accounts)

400

(', Plan includes PF credits and "ChriStian"

200

Ol...l.---II.L-_..I­
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Performance on costs saving, stimufated through rigorous Strategic Cost
Leadership initiatives is encouraging. Savings in 1999 and the 2000lE are
wen ahead of plan. Absolute cost take-out exceeds the original 1998
estimates.

The volume component of the Cost Promise is lagging behind as
production has remained flat since 1998, although "Christian" will help to
break this trend.
With inclusion of pension fund credits and Associates, the Cost Promise
will be met, notwitl1starldIDg uncontrollable prodlJcOOn effects In SPOC,
With a planned exploration expenditure of $1.3 bln. exploration expense is
projected to be $77Omln (excluding Associates). On this basis saving with
respect to 1998 projected expenditure is $820 mln and the exploration
component of the Cost Promise is consequenlly met.

2000 EP Bl.IJliness PllIn

4. 2000 EP BUSINESS PLAN (continued)

4.7 OPEX AND THE EXTERNAL COST PROMISE
.. Unit Opel( at $141bbl cootJnues to decline throughout the Plan period,

decreasing from $2.3Iboe in 2001 to $1.8Iboe in 2004 (including pension
fund credits of $O.15-$O.2Iboe).

.. At $141bbl, the Unit Margin has increased from $1.8Iboe in 1997 to
$2.2Iboe in 1999, and will further increase from $2.4Iboe in 2001 to
$3.01boo in 2005.

Extemal Cost Promise

Unit Margin, Siboe,
(normalised at S141bb1)

------------------------_......__.-...,......_-------------------
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2003

"$10 Plan" Investment Levels

2002

"$10 Plan" ROACE Rebound
21.3%
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The 2000 EP Business Plan is based on a premised oil price of $l4/bbl. This
page describes a possible EP reaction to a sustained paIiod Of low oil price,
based on an assumed price fall from $26/bbl end-2OOO to $101bbl end 2001.
such that the average price over 2001 is $18/bbl. followed by $101bbl tor the
remainder of the Plan period.

The "$10 Plan" involves the foHowing amendments to the EP Business Ptan:

.. Expex: Reduced to $0.9 bin In 2002 and $0,6 bin per annum thereafter
through cancellation of discretionary activities, limited new acreage
acquisitions and sel-ected portfolio actions, resulting in reduced exploration
expense. Expenditure on brownfteJd and greenlietd maturation studies is
also reduced.

• Production Capex: Reduced to ca, $4,8 bin per annum through
deferment of major new developments, and cancellation of low-ranking
activities in existing assets. Development of Sakhalin and Kashagan ­
OKlOC would be deterred beyond the Plan period. Expenditure on existing
assets and post-FlD projects will be maintained to ensure maintenance of
production at current levels. By the time oil price is modelled to reach
$iOIbbI at end-2001, FID's will have been taken and commitments will
have been made 00 Saudi Gas, Bangestan, Felix, Angola Block 18,
salym, and Libya, in addition to OU Options. A sudden downturn in oil
prices would trigger a deferment of the further options.

• Production: Reduction of Production Capax is expected to result in flat
production through the Plan period. A fall in gas prices is assumed to iag
the oil price fall by 6 months, reSUlting in benefits in the UK and USA.

• Opex: Renegotiation of third-party contracts and other savings initiatives
expected to deliver a reduction in Unit Opex (GA) below $2.01boe
(excluding pension fund credits).

.. Renegotiation of licence terms and conditions, and further portfolio
actions, may result in further savings, but are not included here.

2000 lOP Busil'le$$ f't8n

5. ROBUSTNESS AGAINST OIL PRICE COLLAPSE

I The~riopresented results in the following outcomes at $101bb1:
I • Net Cash to Shareholder targets met through increased gearing

1,1

· Gearing levels increase from 19% to 27% but remain below 35%
throughout Plan period, with cash still in the NCA bank.

.. Average Capital Employed increases to $31.4 bin in 2005
1 • RDACE falls to 9- 10% throughout Plan period
I • Proved Reserves Replacement reduced to 55%

r­o
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Progress towards meeting Group minimum environmental upeetationa
win continue:

• Reducing the Global Warming Potential of EP emissions, initially
targeting elimination of routine venting and flaring by 2003 and 2008
respectively • gas utilisation projects to harness flared gaft in Nigeria ate
crucial. Focus on emissions reduction will be tncreased with introduction of
carbon screening values and promotion of further participation in
emissions trading (STEPS) and pursuit of Clean Development Mechanism
(CDM) projects.

Giobal warming potential

• Reducing hydrocarbon spills is a priority target - improved pipeline and
flowline integrity in Oman and Nigeria is key;

• Remediation of previously identified high priority contamiMlion
legacies is complete except fof SPOC's Ebubu site (held by community
issues), and asp's Sungei Bara Basin (progmssing to 2001 completion).

• Improving the quality, scope and timeliness of Environmental Impct
ANoHment with particular focus 00 social (including health) aspects,
biodiversi1y and stakeholder engagement. Business processes to ensure
the early notification of NGOs: in sensitive areas. such as 'eco-regions' with
high biodiversity, will be fully implemented.
," •••••••••••• ¥ ¥_~~__ ~. _. ._~_ ~4_ 4 _~ ._.R. . ......._ .....~ ..

Woric related Stress is recognised as a significant risk throughout the
Group. A Stress Management Project in SIEPISEPI was initiated in 2000
and reports out in 03. Implementation of resutting action plan and

, opportunllies for roll-out of approach and teaming throughout EP are
: .. Important components of 2001 HSE plans.

2000 EP Business Plan

..
6.1 HSE
Q1, 02 2000 HSE results (17 fatalities to date, LTIF larest estimate 0.8)
indicate the need for continued vigilance and il'lCl'easad focus on HSE. EP
most urgently progress to the effective implementation of HSE Management
Systems (HSE-MS) essential to lasting improvements in HSE performance.
Key elements to drive this are:

• ISO 14001 (or equivalent) certification of the environmental component
for major installations to embed the MS at the worklng level • the majority
by end-2oo0 and the balance completed early 2001.

• A revised HSE audit methodology better to assess the effectiveness of
the HSE-MS control framework in managing HSE risk;

• A strengthened assumnce process 10 provide management
confirmation that the MS is applied;

• Structured assessment and development of HSE compelenCe in advisers
and line staff, introducing, a.a. an HSE skills forum and e-leaming;

• Approaches to drive the improvements in "safety cuiture" that are
largely recognised as key to achieving a step change in safety
performance. A set of tools that seek 10 reach the "hearts and minds" of
the workforce are being developed and tested.

• Introduction of Group wide minimum expectations for the management
of occupational and strategic health risks.

• Continued external verification of HSE performance supported by
further improved quality and process of HSE data reporting.

satetv pelforrl'lQllC9 1991 • 2000,..---:....0..--:....-.:-;":,,,,:..-:....-:....-=..:.::..:... ... _
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• Measuring progress through Key Performance Indicators (KPls).

These are being developed particularly to address the quality of social
performance (including social Investment), and sustainabiHty integration (a
self assessment too} to test the degree of alignment of business processes
with sustainability principles}. These KP/s Will be piloted late 2000 wi1.h a
view to first reporting in 2001 (scorecard milestone). AJtf10ugh EP focussed,
these KPls will be aligned with Group indicators under parallet development.

-"gN\oQrow

Most Confidential

ValW: to all
stal<eholders

• Projecting SO as a differentiator tor companies.

There is increasing evidence that companies proactfvely pursuing SO are
achieving favour from ethicaJJy-ba.Sed investors. Pioneering SO approaches
such as those demonstrated by profects such ss Malampaya (establishing
the first SD professorial chair, maximising local employment opportunities)
and Athabasca (assessing greenhouse gases over the litecycJe) ara good
examples of where SO can addbusiness value. EP is actively seeking ways
systematically to leverage the Group's commitment, both to enhance
existing practices and to seek out new sources of value creation.

A practical approach to stimulal8 innovative thinking and identify SO
business opportunities is being tested in PDO, STEP and SCAN with a view
to providing, early in 2001, a structured framework, suppolted by case
studies, that can be applied at both EP Business and, in particular, OU and
NVOlevel.

23 October 20002000 EP BU$iM$s Plan

6. BUSINESS FOUNDATIONS (Continued)

6.2 SUSTAINABLE DEVELOPMENT
!n line with the EP vision to achieve and maintain an outstanding reputation
for sustainable development, EP will continue the journey along the path set
out in ..Sustsinabfe Dewtlopmfmt - The Way Forward for EP" issued mid·
1999. Over twenty EP companies, from large, establiShed OUs to small
NVOs, have developed their own SO strategies and policies which they are
implementing within the broad framework of six sustainability principles:
• Respect and safeguard peopie • Engage and work with stakeholders
• Minimise impact on the environment • Use resources effICiently
• Maximise profitability • Maximise benefits to the community

Promulgation of success stories that iltustrate the ways in which individual
companies have effectively contributed to SO Is crucial to progressing our
commitment ever more Widely into the Business. Effective communication
mechanisms established during 2000 will continue to facilitate sharing of
good practice between OUs/NVOs: a monthly SD Update is now received by
over 100 members of the EP SD Network; EP's SD Intranet is the biggest
source of SO information in the Group, providing a
central location for knowledge sharing and is regularly
one the most downloaded websites; special SO features
in internal publications and on Business 1V are also
helping to raise awareness.

Publications such as the brochure "Progressing
towards SO - Shell E&P's Commitment in Aetion" (right)
which includes examples from over 200Us, serve
the increasing demand to show external stakeholders
what our SD commitment means in practice.

Embedding SO considerations into every aspect: of our Business remains a
fundamental goal. In 2000, SO aspects were introduced into the capital
allocation process. project evaluation and screening criteria. 2001 activities
to further this aim will focus in three key areas:
•• Ensuring that sustainability principles are integrated into all key business

processes (both documents and decision making) to enhance ownership
In OUINVO plans.
identification of SO issues and opportunities early in the projecJ. cycle has
been strengthened in the New Business Forum and through application of
an early notification system for biodiversity (see 6.1) These aspects will
be incorporated into the new business identification and maturation
process during 2001.
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Exterwtt AKa;" Aptjgn Plan;
General

" AchieVe recognition of EA management as a key enabler for QVefClIl
business success

" Review OU/NVO RM plans, monitor their execution and provide
support in area of weakness

• Develop measurable targets for execution

" Ensure that EP key messages reftect current Group objectives

Issues Identification and Management

" Include key stakeholder iderttification

• Enhance regional networking on issues

Stakeholder Engagement

• Assist OUslNVOs to develop power maps (Issues vs Stakeholders)
• Develop measurable targets
Communication

• Develop a structured and co-oo:inated approach to external
communication

• Make more effective use of media for internal communication.

. Social Investment

• Develop measurable targets

• Provide guidelines OIl implementation based on current best
practice

Crisis and Business Continuity Management

• Increase awareness of revised Crisis Management procedures

• Support Crisis Management competence throughout EP and test
with realistic drills

Tools and Competence Enhancement

• Develop an EA Management Framework for 008 and NVOs

• Assist OUslNVOs to get pragmatic EA organisations resourced and
trained.

2000 El" Business Plan

6.3 EXTERNAL AFFAIRS (EA)
External Affairs aims to foster a mindset in EP that efficient management of
external affairs is as essential to the bottom-line success as technical,
operational, financial and HSE management. It is stressed that EA
management is too important to be left to EA practitioners only and that it is a
Line responsibility.

OUslNVOs will develop External Affairs plans which should be regularly
updated to:

ensure continued relevance in the face of changing circumstances
monitor execution
identify areas of weakness and opportunities for improvement

Stakeholder Engagement is still considered the main focus 01 EA
management. This, however, should be seen in the context of the other areas
of EA Management - Issues Identification and Management, External and
Internal Communication, Social Investment and Crisis and Business
Continuity Management - and EP's SliS1ainabfe Development objectives.
OUs/NVOs are expected to:

Identify the full range of stat<eholders concerned with a venture, and
the specific concerns and aspirations of each in relation to it,
Take maximum advantage of the Shell Brand in handfing relationships
and advancing reputation.
Maximum alignment with its stakeholders.

To complement efforts in the OUslNVOs, Corporate EA;
Provides EA management framework and associated tools
Provides. in close co-operation with Sl-PX, insight on global factors
that may have local relevance
Facilitates contacts with NGOs and others potentially interested in
specific OUlNVO areas of activity.
Provides support, including "fire-fighting" assistance in OUs and
NVOs where necessary.
Facifitates sharing of best practices throughout EP.
Supports development of EA competence, not just for dedicated
practitioners, but also for management team members needing
understanding of this area.

6. BUSINESS FOUNDATIONS (Continued)--------------------------_........,,,,,,---------------------------
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Most Confidential

• Learning &: Development:
FUlly operationalise the Learning Management system following the
successful 2000 pilot.

continue to build learning partnerships, and to migrate from traditional
Ieaming modes to the EP Global Open University model.

Relentlessly pursue the development of a professionally excellent and
globally integrated HR community.

• Performance & Reward:
Continue to drive personal accountability and performance, ensuring
global reward systems encourage high performance and help
strengthen people commitment.

Dri....e implementation of globally consistent competence-based
progression processes, and in doing, fuel the demand for personal
development.

• People Engagement;
Implement the defatted Diversity plan, designed to detiVSf significant
improvements in EP's diversity performance during the Plan period.
and founded on the recommendations of the 2000 DiverSity Value
Creation Project.

Continue to build and r&-build people commitment in order to ensure
the organisational health of the business.

• Leadership Development
To ensure the EP business has the leadership capability to capitalise
011 opportunities, support delivery of the EP strategy and develop
future leadership talent, continue the design and deliVery of leadership
assessment and development programmes tor leaders throughout the
business.

• HR-IT
In pursuit of wor1d-class HR processes, development of an integrated
HR inlonnation system.

%1fJ

6.4 HUMAN RESOURCES

Human Capital, linked to financial capital and techniCal achievement, will
ensure excellent strategy creation and execution and thus ultimately delivery
on our promises in the Business Plan.

HR fOCtJses on 3 key areas:

the provision of people and skills for the current and future business

.. enabling giobalisation of the business through global people
processes

building commitment of people throughoUt the business.

These are supported by a nulflbef of key people processes:

• resourcing of the business

• learning & development

• performance & reward

• people engagement
.. senior leadership development

Execution of these processes will take ptace in the context of ever changing
external factors and a globalising EP business.

.. Resourcing the Business
Continue the development and steer the implementation ot the Global
staff pool and ifs associated gtobal process to ensure global talents
are utilised to their fullest extent
Continue to drive global attraction and recruitment processes and
activities to meet both immediate (experienced) and future
(graduates) global demands for talent.

Implement an integrated pian to address the skills issues identified
from VoltJme 2 returns.

Develop aM implement a strategic resourdng and organisational
design process for new Vl!OtUres, ensuring optimum use of flexible
deploymel'lt capability.

6. BUSINESS FOUNDATIONS (Continued)
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Technology Action ptan

Maintain spend on in-house technology development programme at the 2000
level, Le. at $130 MM, focussing on: Drill & Produce the urn!t ($30.6 Mm).
Volumes to Value ($27.7 Mln). #1 Explorer ($15.6 Mln), Capital to Value ($
7.1 Mln), Deepwater Leadership ($14.9 Mln}. New EnergylNew Limits ($10.0
Mln), Technology Access ($26.5 Mln)

• STY teclmolooy de,plQYment Active portfolio management to maximise
value (Envemure, e2Tech, Well Dynamics); Focused investments
(Strategically build & complement portfolio positions); Cycle time
reductions (More rapid deployment for new venture technology)

.. Deeowater technology deployment plan: Provide best in class evaluation,
planning, development and well delivery prodUCts and solutions for Shell
DW DU's; Leverage SDS capabilities in support of DW portfolio actions;
Increase robustness of future DW developments against low oil price
threat

• Human Resources: Progress Centres of Excellence 10 operational phase,
and identify further opportunities; Advance acceptance of the Global Staff
Pool concept, provide a People & Skills plan. and represent the global
resourcing Interests of EP; Implement "EP Open University" and e­
Learning, leveraging organisational capabilities by maximising use of
global networks and global consultants

• Implement EP-SSl plan with specific focus on implementation of Group
desktop and IT infrastructures e.g. GiO.

.. Expand the value assurance review (VAR) process 10 inctude an "Asset
Operations" review to extend assurance of best practice implementation m
Major Projects.

.. Increase leverage of commercially attractive technologies and to enhance
Shell commercial focus via Shell Technology Investment Partnefship
(ST1P).

• Accelerate implementation of already avaUabfe technology programmes 10
meet QV's and service Companies demand: Volumes to Value, Producing
the Umit. Drilling the limit, CapItal to Value

• Deliver the global strategic technology implementation programme:
Under Balanced Drilling 6 campaigns
Smart Wells Solutions 10 applcations
Expandable Tubulars 40 applications
40 Reservoir lmaging 12 surveys

23 Qctober 20002000 EP Business Plan

6.5 TECHNOLOGV
SheH Technology EP Global Business Technology Strategy is best
encapsulated in the vision that "The Difference is Technology" and in our
aspiration 10 be "Too fast to follow".

Strategy
.. Support SheH to be the lirst and !he fastest up the learning curve in the

application of selected technologies.

.. Help Shell 10 be a preferred partner by being recognised in the industry as
a primary shaper and mover of EP technology.

.. Develop and maintain significant flexibility in approach towards the access
to, development and implementation of technology.

.. As part of this flexible approach, engage increasingly in commercial
activities,

Stmtegic Goals
.. Provide and support differentiating technologies that our customers use as

quickly as possible.

.. Complement our internal innovation process Irom ideas, innovation, and
technology from the outside world through strategic partnerships, alliances
and selective commercialisation of our products.

.. Focus technology development on high value adding technologies in
response to customer needs and supported by a truly collaborative global
approach.

.. Adopt and maintain a fit tor purpose approach to lor deploying and
supporting technology and best practice, matching the mode of delivery to
suit the capability (e.g. Deepwater Services, Realising the limit) and for
the customer (e.g. Iran Techmcal SeMce Centre, Syria Study Centre).

.. Attract the best people by providing challenging devetopment opportunities
in a stimulating environment that promotes IlYlOllation.

• Gain and maintain the respect 01 all stakeholders in order to retain our
license to operate.

• Ensure that our technologies contribute to the current and future
generations' economic, social and environmental security.5zc
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