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EP MISSION & VISION Most Confidential

MISSION
To help peopie build a better world by providing hydrocarbons cost effectively, reliably and safely without harming the environment.

VISION

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

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

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

2000 EP Business Plan 23 October 2000 Pege §
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EXECUTIVE SUMMARY

Most Confidential

Further Business Improvements during 2000....

Building on the key learnings from 1988, EP has made significant progress in
tackling key thrusts of Capitai Discipline, Portiolio Management and Cost
{ eadership.

¢ Capital Discipline, through giobal competition for funding via the Capiial
Altocation process is now fully established and supported throughout the
EP communily. The discipline displayed by our GUs is supported by a
more efficient global business planning process.

* Portfolic Upgrading has been effected through both divestments and
acquisitions. Urderperforming assets have been divested in the US, UK,
and Australia, and risks have been mitigated through selective dilution of
interest in key areas. The portiolio has been further strengthened by the
addition of high-potential exploration acreage in Brazil and the Caspian,
and acquiring a majority interes! in Sakhalin,

* Cost Leadership has been ambraced by the EP communily with the
sharing of best practices soon 1o be facilifated by onfine benchmarking.

These thrusts are supported by the establishment of Global Exploration, a
strong emphasis on people skills and diversity, and the business

The 20008 EP Business Plan comprises
* tho Foundation Plan, which meets agreed Ground Rules of 15% ROACE
and $2.4 bin Net Cash to Sharehoider,
* Strategic Optlions which are summarised in Appendix A2, and included on a
risked basis, and
* the “Christian™ acquisition (excluding dilulions which may be required by the
NZ Commerce Commission).
The 2000 EP Business Pian has the following key characterisiics:
-~ Capex: $8 bin in 2001 and $7 bin thereafier.
- Expex: constant at $1.3 bin per annum throughout the Plan period.
- RBOACE: 14.7% in 2001, increasing to 17.4% by 2005,
- Net Cash to Sharehoider, intrinsic Shareholder Return and gearing
Ground Rules will be met under all ol price scenarios.
- Average production growth over the Plan period is 6% for oil and 8%
for gas {7% growth in boe production).
Pianned investment levels provide ExCom flexibility to hoidback $1 bin ($0.8 bin
Production Capex, $0.2 bin Expex) untit Q1, 2001 resuits are in hand. Release
of such funds will be dependent upon the impact of coded projects, and the
outiook for oil prices during the remainder of 2001.

foundations of HSE, Sustainabie Development, Reputation Manag nt
and Technology.

However, we are not complacent.. ...

Our sstabilished processas for “making the most of what we have” will be
acceierated through our ‘Realising the Limit" procurement initiatives, and
accelerated technology deployment, which are already delivering substantial
business bensfits.

Critical to the delivery of the EP Plan is our success in “getiing new
business’ by accessing the most atiractive greenfieid and brownfield
opportunities in an increasingly competitive business environment. This is
reflected in the increased emphasis which EP has placed on *Volume C:
Options Discussion with CMD" which analyses in detail the 39 high-quaiity
opportunities which have been idendified.

Success in the tadiional EP business will be complemented through
“breaking new ground” in commercialising key technologies, and expiciting
the potential of eBusiness.

Proguction levels are quoted at $14/bi. In the event of $26/bbi throughout
2001, production will be reduced by ca. 70 kb/d and 4.5 mrd Sm3fyr due to
fower PSC entitiements.

EP Business Plan investment Leveis

— Christian - Acquisition

Options - Capex

$hin

2001; EP Business Plan 23 October 2008 Page I
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e EP Business Plan - OiVNGL Production
iy ows e SLODED poaomae s B PR et S e s s e o
" T3 Options (Risked) + Christian
& $13/bbt QOLE 01 02 o3 o4 05 i o= i
3,500 S . MFoﬁrﬁallon C e e e e oo s e+ s+ e o
| i i Divested Production
Production capex Senin 4892 8000 7080 7000 7000 7000 i
Expex $min 1330 1306 1360 1,300 1,300 1,300 3,000 i
Opex {GA) Smin 3136 3,165 3,155 3,120 3,150 23218 :
2'5m wvs mrememen——
Ol & NGL. khid 2267 2266 2450 2654 2859 2945 ;
Gas Production vard wmdlyr 860 965 1034 1100 1178 1209 | i
Totl kboaid 3702 3877 4177 4400 4805 4962 ; 2,000 -5t
NIAT Smin ((8a56)) 3368 3950 4170 4973 5519 1,600 -
YE Capital Employed Smin . 27205 20515 31,527 33576 35887
ROACE 39.0% 714.7% 156% 154% 169% 17.4%
Unit Opex {GA) Sboe 23 22 2.1 18 18 18 1,000 :
Ret cagh o shareholder Smin 8500 2400 2400 2484 3,183 13519
500 :
NOTE: excludes “Christian” diiutions which my be required by NZ Conynerce Commission
. o
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1. EP BUSINESS ENVIRONMENT

Most Confidential

Macro-Economic Culiook

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

Glotal Oil Supply and Demand

2000 oit demand growih is expected o be 1.3% with demand suppressed due
@ high oit prices, and a mild winter. Beyond 2000, world demand is expecied
10 increase 1.5-1.9 miillion b/d each year, a growth rate of 2%.

Higher oit prices have led to an increase in non-Opec supply which has
increased by 1.2 million b/d in 2000. Over the Plan period, non-Opec
production is expected to continue to grow by 750,000 b/d each year {outside
the CIS}, with contribution from the CIS strongly dependert upon economic
stability.

Foliowing recent Opec quota increases, a supply surpius is expected in 2001.

Oii Supply and Demand 2000 Stan
{mios bid) Actisad Assumptions
1998 1996 LE200; 2001 2002 2065

QPEC
Quota at stan of year incl rag 255 24.0 28 3.5
Crude exc} tag 268.1 24.2 2%.2 252 250 pad:]
temy 21 23 23 32 38 X
NGLs ang Cond 2.8 28 30 1 3z 3.6

Totad 3t BE 315 316 3.7 4.6
Non-QPEC
Tota! Ligurds B G % T 375 82 337
IS 7.3 74 78 78 80 a5
Losses and Process Gun 14 1.4 1.4 14 14 1.4
Total Supply 7.7 741 16.7 78.2 78.3 8.2
Stock Reducton/!Build) 15 1.1 0.5 4.5 i3+ GO
Totsl World Demand 742 s2 76.2 7.8 9.3 4.2
Gepertls Rate 1.3% 2.0% Z.0% 2.0%

2060 EP Business Plan

Qi Prices

With stocks remaining fow, oil prices have rebounded sharply since March
1999, with Brent prices averaging $26.8/bb! in the first half of 2000, and over
$30/bbi in Seplember. Foliowing high seasonal demand in G4, 2000, a small
supply surplus is expected to develop in 2001, resulting in a graduat stock
increase and woakening prices. Prices may fall rapidly towards $18-$20/bbi
to encaurage stock building if OPEC does not adjust quotas.

in the longer term, i is expectad that prices of $13-$17/bbi will allow Opec
and non-Opec to retain their respective market shares by limiting growth in
non-Cpec production and promoting high demand growth, Higher prices will
cause Opec production 1o stagnate or even fall, a situation which is unlikely to
be wierated.

Consequently, EP will retain a midpoint for screening of $14/bbl MOD Brent,
whilst remaining vigiant to a possible fall towards $10/bbl, and identifying
short-term projects which are highly profitable at $18/bbl.

Gas Prices

* Current European prices are closely linked to oil. Uncertainties are high in
the EU} where fundamental changes are likely to occur within the next 16
years. Demand growth can be largely met by existing long-term contracts
through to 2007.

* in North America, gas prices are decoupled from oil. Current high demand
and supply shoriages have driven gas prices over $5/Mscf, close to the
price of oil, a substitute fusl,

* The need 10 increase supply from more difficuit and remote basins is
driving prices higher. Access to well positioned new gas resources will be
a key component of compeiitive advantage and sustained financial
performance in this market.

* In Ceniral and South Asia, uncommitied demand exisis, 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 "backiog” of competing
LNG projects is forcing increased price competition in Asian marksts
whers adequate supplies of new LNG and pipeline gas are expected to be
available at around $3.0/MMBtu through 2010,
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2. COMPETITIVE POSITION Most Confidential

Increasing indusWComPé‘mon B ' B - il Company Differentiation
Shet E!f’ competes for business opportunities with thres distinct types of B e osaman Sacha ey s e~ o
companies: 8 . - L
* Super-Majors 75

A clear gap sxists between the Hwee super majors ExxonMobil, Shell, BP
{production > 3 min boe/d} and the rest of the industry. For these companies,
a targe number of projects are required to sustain value. Shell EP will be
incraasingly competing with these players for prime, high-volume, growth
opportunities in deepwater, MRH, CIS and Caspian.

TotaiFinaklfs

Reserve Replacement Cost ($/bbl)
&
i

* Aggressive *Niche” independents 450 ) - - TAKE-OVER
Independents such as Apache, Newfield and Anadarko, focusing on such o | BTSN | Gtewon e TARGETS
areas as greerhisid exploration, and ‘end-game’ production from mature as frone e . M courenmons

assets provide strong competiion for medium scale opportunities. There may 3 e

also be significant opportunities for synergy with such players in e.qg. 25 @RD/Shell T

placement of divestment assets. Y10 1% 12 13 14 15 16 17 18 19 20 2t 22 23 24
* The New Breed Break even oil price {Brent $/obi)

A new breed of pipeline, utilily and power generation companies are
increasingly moving irto EP, and competing for infegrated gas opportunifies,

Combined Exploration & Production Capex Expenditure
;m.m‘nsmwammm & 1998
™ 1599

O 2000LE
£ 2001 £6T

14

industry investment Levels and Growth Plans

Qit production from the 6 majors has grown in line with oif demand over the *2“ P
period 1993-1999. The same companies coliectively promise 4-5% .

production growth per anruay over the Plan period, against a backdrop of a 1O fom o e
2% demand growth projection. All majors apply similar growth strategies: all
claim t0 lead in deepwaler technology and all chase the same growth 8
opportunities in the MRH, Caspian, CIS etc. | is uniikely that the aggregate
forecast production can be achieved through organic growth, and further 6
consolidation of the industry is likety.

in response to the growth challenge, investment levels are broadly higher 4
thar in recent years. Our investment of 38.3 bln i 2001 is expsected to be
excesetied significantly by Exxon-Mobil. 2

As the FT has recently commeried, “the bell has rung in the fight for

supremacy beiween the tivse heavyweights that now top the oil e
industry - ExxonMobil, Royat Dutch/Shedl, and BP". To win this fight, Shelt Shell
EP must build on the progress of 1889 and 2000 o deliver best-in-ciass £x
performance in 2001 and beyond.

2000 EP Business Plan 23 Gotober 2000 Page 6
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2. COMPETITIVE POSITION (continued)

Comparative Performance
The Competitive inteitigence {CI} group in Shell EP uses the respected
Prudentiad (formerly Schroders} benchmarking to assess Shell comparative
performance. On the basis of 9 measured parameters, Shell EP bas
imnproved to third overall behind Conoco and BP. Cl has selected 4 key
parameters to monitor our performance over time:
* Finding and Devsiopment Costs
Shelt EP is seen as best-in-class in the industry due to the posithve Impact
of revisions and inclusion of non-conventional hydrocarbons {as done by
Exxon for years). Our success reflocts our expertise in field deveiopment

i and masks recent concems on exploration defivery. Shelf is also more

conservative when booking reserves than some competitors, notably BP.
Adiusted Production Costs
Shell EP is seen as the jeader in Unit Adjusted Production Costs, with the
impact of SCL giobal discipline demonstrated in 1999 figures.
* Production Replacement
All EP majors altterapt to maintain 100% reserves replacement. Only BP
replaces 100% through the drill bit (atthough 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.
*  Adiusted Pr ion
In 1598, Shell's production incorna was relatively buffered from the ow oil
price. At higher prices, we are outperformed by the competition. Regional
and/or global fiscal terms appear not to allow the full translation of our cost
} improvements into income advariage.

*

Most Confidential
Major Oil Companies -~ EP Ranking 1995-1998
1995 1968 18987 1988 1999
Chevron Chevron BP Conoco Conoco
Phillips 8¢ Chewron Shell BP Amoco
Conoco Amoce Conoetr Total Shell
Phillipe Totel _fizsbon=| Towlfina |
- Texaco Amoco Chevron Chevron
" Ewseeed  Shell BP Amoco P EXXonMebiY
Total Arco Marathon Texaco
Conoco Marathon Taxaco Amerada
Amsrada Sheil Texaco Unocal Eif
Marathon Marathon L oERER~" 1 Amerada Arco
Arco Unocal Unocal Arco Marathon
Unocal Arco Phifpps_ Mobil Phillips |
KMG Mobil Mobil EW Unocal
£H Amerada Amerada Philfi
Shel 1B -

[ icompanies merged or acquired
Source: Prudential, Augiist 2000

1949 - Shell’s Relative Performance

Competitive Fitness

In an increasingly dynamic and compaeliive business world, the ability of a
company o expioit the knowledge base of the staff in their organisation is
seen as critical. An INSEAD survey of “Competitive Fitness” based on
measures such as corporate culture, mission & vision, innovation, planning
and competitive intalligence indicates that Shell has been dropped from the
penchmarking of world-class companies. This is coupled with concerns over
stalf morale highiighted in the 1999 Global People Survey.

Sheli EF fully recognises these concerns and actions are ongoing 10 ensure
that our belief that peopie are cur key asset is reflected throughout aft levels
of the organisation

Finding & by
Development Coat

Adj Production Cost [ERSEEEREE S s

Praduction
Replacement

Adiustad Producti 1

2000 EP Business Plan

23 Oretober 2000

WORSTY IN MDOLE OF BESTIN
CLASS THE PACK CLASS
Page 7
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3. OBJECTIVES, STRATEGIES & CHALLENGES

Most Confidential

Objective

EP basic objective is to achieve superior profitability and increase

shareholder value in & sustainable manner. This requires:

* Shor-term profitability:
EP delivers Net Cash to Sharehoidsr and ROACE 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 Retfurn,
within the shori-term profitability requirements.

Strategic Overviow

Our strategic direction is articulated in terms of three areas:

* Making the most of what we have - excellence in performance

* Getling new business - conventional growth / replenishment

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

Whilst we have investigated new Business Designs, EP's strategy assumes

that the predominant mode! for value generation will continue fo be the
wraditional JV model, ard that EP's primary design is the Traditional

Business Risk

in response to the Turnbull Beport, requiring all public companies iisted on
the London Stock Exchange to disclose internal controls for the management
of principal company risks, EP OUs have summarised their key risks in their
Business Plan submissions.

The EP Risk Profile (shown below} is reviewed on a quarterly basis. Critical
risks, which are defined as those which place the entire business entity at
risk, are each confinucusly monitored and risk-reduction plans are being
developed.

This formal process of risk management wilf be further embedded in EP
throughout 2000720061

EP Risk Profile

operator business design. Further details are available in Volume 6. 2 A
5
m as!l Mg tbel " v Getting new Brosking new
we have business ground
3
«  Capitel Rlilocation «  Relationships *  Commercialising < B
it . tectnotogy a
*  "Readising the Het *  Stralegic themes (DW, =
¢ e-Procursment MAH, Gas olc) +  Unconventionai -
+  Active Porttalic *  Lsvaraging technoiogy, ops:
WManagement inTraatructure and aixe v «Business
. 5 +«  Cross-businesx (EFFGP) *  Gas innovetor
foaﬂon . eouiait (SMDS, FLNG)
+  Fast fechnology cquisitons
deployment 3
>
L supported by - | ®
*  Motivsind iaient pool + Commitmantto GBP &
with Hiliali Dovs!
global s ion Sustainable foprmant ’?;"s} s LIKELIHOOD
«  Effective marketing of suctesges 1o N
stakeholder communities LT "v,!.?)
2000 EP Susiness Plan 23 October 2000 A TR e Page 8
R , Ty
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3. OBJECTIVES, STRATEGIC & CHALLENGES (continued)

Most Confidential

The & Strategic Themes
High-level stralegic directions are discussed in Volume C of the Business
Plan. We translate these high-level strategies inlo six Strategic Themes.

Determined efforts are ongoing to grow new business in Major Resource
Holding countries such as tran, haq, Saudi Arabia, Libya and Kuwail.
Competition is intanse, howsver, and the returns are likely 10 be moderate
and refatively insensitive o oit price. Nevertheless, MRH countries could
provide a steady and long-term stream of income and provide a Counter
batance for more ¢l price sensitive undertakings such as Deepwater projects.

Gas strategies for each of the targeted markets are determined by the state
of market fiberalisation, maturity and saturation ievel of the market.

We would ke to retain our strong competitive position in Despwater by
focusing on a limited number of material (Gulf of Mexico, Nigeria, Brazil and
Angola) and emerging {Egypt, Trinidad, Morocco) basins. iny addition we wil
try 1o leverage Sheli Deepwater Services (SDS) capabilities in novel ways.

Higeria has been raised 1 “theme” level to provide extra focus. The main
challenges will be to restors onshore production levels to capacity, to balancs
cnshore developments with growth offshore, to develop the jocal communities
and to gain new licences,

Caspiar/CIS Ol has been kept on as a theme. The name of the game hers
is to mature and pursue our options. A very large discovery has been made
by OKIOC on the Kashagan prospect in the Northern part of the Casplan
Sea. The inam farm-in in Azerbaijan may provide a platform for growth in the
Caspian region. The anticipated PSA and Crude Transportation agreements
for Satyrn will open the road for further developments such as Komsomoi,

A sixth Theme, Unconventional Resourges encompasses EP diversification
into OH Sands, and new options which could render economic significant
volumes of uncorwentichal hydrocarbons. EP is also looking at novet
geothermal power options {Hot Fractured Rocks}.

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

2000 EP Business Plan

Low Cont MRH Ol

« Agfively build relationships
« Pursue synorgias with 3P, GR
- Differentiate cwseives
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surces with focus o pptirnat
cest of supply curve position
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@ secure “new’ markets
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3. OBJECTIVES, STRATEGIC & CHALLENGES (continued) Most Confidential

£P strategies are supported by a continuous frack-record of innovation. Al of  Whiist ‘making the most of what we have’ is characterised by continuous
the irmovations listed here have been introduced over the past couple of  business improvement initiatives, ‘Getting new business’ is driven by the

" pasanbay jusweaLy,

[BIUSPYUOD) V()]

00 LYZLONOT

years. Aspired Portiolio and ‘Breaking new ground' is technioiogy dominated.
| Making the most . | . |
g Getting new Breaking hew i
of what business ground i
} we have i

Specific Examples:

* Realising the Limit * Saudi, Iran, Libya * Technology Ventures
« {e)-Procurement + Sakhalin + Eureka
//\\. + Too Fast To Follow » China ¢ Hot fractured Rocks
\\\\_J /] + Capital Allocation + North American gas * FLNG
! + Portfolio Management « Mexico « SMDS

H

L Innovation

SESMOoIes o

/”-\

\«‘

h

Cross Cutting Enablers:

People: New Ways of Working, Global Staff Pool, LEAP

Global Deepwater Services, Exploration FRD, Regional Clustering

Planning Process: Risk& value based option evaluation

Gamechanger, Turbo, R&D: 20% committed to Revolutionary

Value Creation Teams: Diversity, e-Business

Sustainable development, emission permit trading

20600 EP Business Pian

23 Octaber 000

Page 10
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4. 2000 EP BUSINESS PLAN

Most Confidential

4.1 EXPLORATION

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

in response to the FRD “Exploration in the New Millennium” , Shell EP
has intfroduced the position of Head of Global Exploration, and a Global
Exploration Forum 1© advise on management of the gicbal exploration
portfolio, and establish a strategic framework for exploration.

A number of advances have already been made. Mandatory peer reviews

resull in & greater degree of challenge o proposed programmes, and ansure

mgher leveis of consistency. The Global Exploration Forum facilitated the

exploration Capital Aliocation process, aimed al optimisaion of the

programme based on three criteria:

* Project Altractiveness. Ranking based on economic afiractiveness and
strategic imperative

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

* Exploration Performance: Track record of delivery of SFR and reserves
against predictions.

Global Exploration objectives and strategies presented here are prefiminary

and will be further refined during 2000 and 2001.

Exploration Steategies

* Protection
Explore at minimum cost in mature plays if it is demonsirable that
stopping exploration places existing or future revenue from production
operations under threat (¢.g. BSP, Syria, SPDC}.

* Near-Field
Explore near existing infrastructure only if the exploration activity is
expecied o add NIAT within 5-24 months {(e.g UK, Malaysia).

* New Oil Hubs
Explore for new oil in mature plays only if FID is within the Plan period.

* Gas
Explore for gas where a significant supply/demand gap exists, or is
projected in the Plan period, and where Shell is weli-placed o secure
this market {e.g USA, Netheriands).

* New Frontiers
Explore for material new oil frontiers with potential Shell-share
production > 100 kb/d before 2010 {e.y. Angola, Brazil, Azerbaijan,
Kazakhstan}.

Global Expioration Objectives

To maximise shori-term value creation from selective {'Designer’} exploration;

in mature basins, whilst making material discoveries in new and emerging

basins for the medium and long term.

* To be equity owner in at least 2 materiai {>500 min boe SFR, 100%)
discoveries each year.

* To add af least 1.0 bin boe expectation SFR per year, at a finding cost of
legs than $1.0/boe.

* Yo achieve a Unit Finding Cost of < $2.0/b0oe {(Proved Resarves) in 2001,
dropping 1o < $1.5/boe in ialer Plan years {3-yr rofiing average).

2000 EP Business Plan

Clustering of Resources )

* To develop ardd maintain key exploration organisational capabilities,
Centres of Excellence (Clusters} with critical mass fo promote
organisational leaming, wili be established.

* Benefits of clustering relate to:

- Organisational Capabiiities: Tec penefration. regional
geology, learning & development, staff skills, flexible deployment
and criticat mass

- Portfolio Management: Aligning activiies with strategios, active
regional/thematic portioiio management

* improvements in performance due to enhanced organisational
capability, coupled with increased efficiency will positively impact all key
axternally benchmarked metrics.

+ Whiist clustering of capabilities is in place for Deepwater, and is
proceeding in Europe, a number of difficult political issues will need to
be overcome before all clusters are in-place end-2001. Not least will be
the need to fully address the impact on local staff in countrias which are
not cluster centres.

23 October 2006 Page 11
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4. 2000 EP BUSINESS PLAN (continued) : Most Confidential
Expioration & Appraisal Activities 2001 2601 Base Programme Exploration Expenditure by Country
Expioration expenditure in 2001 amounts to $1.3 bin, and comprises the EPNUIWERS EP  [AUSTRALIA
following key elements: NETHERLANDS ™, i MALAYSIA EPA $166min
* U Base Prograsmme $1.0 bin EP $17min UK /‘) :'-f'i o /-BRUKE)

The Capital Aliocation process resulted in the funding of high-ranking CANADA - X\ - EPA OTHERS
exploration activities in 37 countries. . 7 i S
Expenditure on new portfolio elements (underlined in the chart opposite) EPNS358mIn | [/ BRAZL

totais $0.2 bin. Driliing activity will continus in Brazii and Angola, and a {
§

second welt will be dritied in Azerbaijan. Evaluation of the giant Kashagan SNEPCO

discovery in Kazakhstan wiit continue. Newly acquired acreage will also be {

exploreeéy in Nigeria deepwater, Egypt, and ﬁzorogco. o usA \\ EPG $242min
A total of 99 exploration wells will be drilied in 2001. Within Shell's ANGOLA

traditional portfolic, 8 wells wiil be drilled in the Gult of Mexico and 17 wells 2 - -SPDC

in Oman. Exploration in the UK, Brunei and Malaysia will focus on near- EPM OTHERS - ™ S EPG OTHERS

field exploration delivering short-term production. AZERBAUAN- | : - KAZAKHSTAN

Shell Ous will participate in the acquisition of 25,000 km? of 3D seismic oman ! EGYPT

and 50,000km of 2D seismic. Additionai activities to be undertaken

following the “Chyistian” acquisition are yet to be incorporated. 2001 Base Programme Exploration Wells by Country

* ExCom Flexibility $0.2 bin £PN OTHER -
As opporiunities materialise and mature over the course of 2001, NETHERLANDS- . , . MALAYSIA
additional expioration funds may be required. The 2000 EP Business Plan USA /g“ﬂ\, < et
consequently comains a provision to be held by ExCom. Exploration ] £PN 23 1 v [ Bor e 40
axpenditure required in support of Strategic Options will compete with L ,<
atractive opporiunities that mature from the exisling portfolio for funds UK /f' . B
from this flexibifity. , ‘8\\
* Contingency $0.1 bin RN
As a consequence of Capital Allocation, a number of projects with EPM OTHER e L4 | NEW ZEALAND

outstanding commitments have been ranked-out. Whilst it is expected that

’ ) ; A EGYPTY\ - EPA OTHER
these commitments wili be removed by the Ous, contfingency is held \i 17
pending confirmation. Once achieved, this will release addiional funds for BRAZIL
rew opportunities that materiafise, \
During the course of 2001, exploration exits from Albania, ireland, and Poland OMAN ] ,
will be completed, whilst exits from Gongo, Surinam, and indonesia will be i - ANGOLA
etiocted. LepG OTHER

in addition, appraisal activities, amounting o $0.2 bin will also be undertaken
in China, Angoia, Sakhalin and the USA (EB2 weiis).

2000 EP Business Plan 23 Oclober 2000 Page 12

8-0ck juswnoog  HIrr-dvfr-#.c00-Ao-F0:¢ 8sed

£00Z/S1/0L palid

0¢ j0 7| ebed



[RHUAPHUDY Vi

pajsonboy uauneas |

£OSLFELONON

4. 2000 EP BUSINESS PLAN (continued) Most Confidential

Exploration Deliverables 2001 Base Programme SFR Additions

The 2001 OU Base Frogramme (excluding any impact from the “Christian” [ Gas 865 min hoe i l Oit 1527 min boe ]

acquisition} is expected to deliver the following:

* Scope for Recovery (SFR) 2.4 bin boe ($0.4/boe} PN OTHER

Gas 0.9 bin bos, with key contributions from: NETHERLANDS -~ ~
—  Argentina {0.2 bin boe) usa g7
—  Kazakhstan {0.2 bin boe) . 54 .
~  Eqgypt (0.1 bln boe) f ,

Oil 1.5 bin boe, with key contributions from R e . ;
—  Kazakhstan (0.4 bin boe) S TN /
~  Brazil {0.3 bin boe) savers, RN,
=~ SNEPCO (0.2 bin boe) s b ..\,\"//E'PG OTHER EGYPT- 7}
~  SPDC (0.2 bin boe} e /
—  Angola (0.1 bln boe} FAZRKHSTAN £pG OTHER-
- USA (0.1 bin boe}

* Proved Reserves 0.6 bin boe (§2.2/boe)

Key contributions are expected from: 2001 - 2005 Unit Finding Cost

~  USA (0.3 binboe)
-~  Brazil (€.1 bin boe}

g

8
Qwer the Plan period, Unit Finding Cost for SFR is expected 10 remain below P
$1.0/boe. 7

é

5

F]

AUSTRALIA
B

\waa A
194 | ARCENTN acusTan

NQTE: 3-yr rolling average, Proved Resorves
oo ECluging “Christian”

Efficiency of Proved Reserves additions will 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 Reserves from Sakhalin (2 bin boe i 2002}, and
Kazakhstan-Kashagan (0.8 bin boe, 2003-2005) offer huge potential
improvements in UFC. However, each of these projects has considerable
techrical and commercial uncertainlios which need 1o be overcome befors
raserves can be booked.

inciuding Sakhalin and Kazakhstan results in a UFC for Proved Reserves (3- *

yr roliing average) declining from $1.5boe in 2001 1o $0.8%0oe in 2005.
Significant regional variations in UFC are illustrated in the chart opposite. -

UFC (3/boe)

2000 EP Buzimess Plan 23 October 2000
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4. 2000 EP BUSINESS PLAN (continued)

Most Confidential

4.2 PRODUCTION

EP production is dominated by high quality existing assets in the UK, USA,
NAM, Oman, SPDC, and Brunei which produce over 50% of EP oif & gas
volumes. Deciine rates of 8% 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 major chalienge.

EP has two critical production issues:

* Ensuring that production from existing assets is maximised

* Ensuring that new development projects are delivered on time with the

expected production contribution

BNy f36000 Inrecasis are nesve,

iR fongey EBrm anpe

Exciuding the effect of divestments undertaken in response fo the low oil
price in 1998, EP has delivered steady underlying production growth over the
period 1994-2000. Whilst 2000 oil groduction appears to lag the target, this
effect is mainly due to the effect of high oil prices on entitement in PSCs.
2000 gas production is lagging target (1510 kboe/d) due to the effect of a
warm winter, PSC effects, and commissioning problems.

* Foundation

Over the Plan period. oiff production shows an average 3% growth (BP9%
Foundation 4%} with major growth areas in SPDC, SNEPCO, fran and
AQSP. Gas aiso shows 3% growth (BP'SS Foundation 3%) withh major
growth due revised accounting procedures in Oman Gisco, and in Austratia
and SPDC. Dependency on Nigeria for production growth in oil and gas
remains, albeit with more realistic planning assumptions. The top five ol

kbrre/d

EP Production Performance 1994 - 2000

GitINGL - Daily Production Gas - Daily Production
2500 -

{2000 Target

— -_,Wi,_g: :

r

84 U5 96 97 98 39 00

Incremental Production from Strategic Options {Unrisked)

1750

1500 - e e e e oo

1280 4 - e B

1000 - -
o
H

500 -

2% 1 -

o1 @ 0 64 0s 6 o7 8 09 0

producers in 2001 are targely the same in 2005, and in gas no change at all. 50 é

» Strategic Options and “Christian™ e o e L -
The addition of Strategic Options and the “Christian” acquisition increases oil 3: e o Z:,ﬁ:; - m% 1® guanmm
production growth by 3% and gas production growth by 5% with respect to (M GOMERA 3 Brazi E8A tu 0 Angoies E84 ¥ 8 SNEPCo E&A #u

the Fourxdation Plan. Production from Strategic Options {risked) is forecast to (N E8A T - % Abacor East = Kashugan Ptuse | nSalym

generate ca. 300 kivd and 15.7 mrd Sm3Ayr by 2005 {refer to Appendix A2 o ormaamal e an it iy AN
and Volume O for hurther details). “Christian” delivers 31 kiwd and 4.5 mrd 1 Enbenrs Gobd 500 notdikse NowSor 17 Sakiae LNG (Lipstwam) £120% Brass diksion
Smajyr by 2005. P Borgo dion  Euska GHoPecsedfods L
2060 EP Business Plan 23 October 2600 Page 14
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4. 2000 EP BUSINESS PLAN (continued) Most Confidential

Existing Assets Oil / NGL Production

Oil Production from existing assets declines by 8% p.a. over the Plan period. me—— B -
Recent performarce improvements in the BSP-Champion Field (+20%
production) underline how existing business is being improved through Rtt

H

4006 - eExmaﬂmfomm ;,
]
;

A ) \ , ) . 3 Short-Term Ol

initiatives. In accordance with historical performance, deferment assumptions I iExisting Assels

in Nigeria have been revised to 40%. } 2500 . Ao

Gas Production from existing assets dedlines by 5% p.a. over the Plan period e = YT
| i

with de-reguiation of European Gas markets resulting in revised production 2000 4!
forecasts over the Plan period. !
Production delivery of projects recently onstream has been  disappointing. 1500 b - 1
Subsurface, well completion, and conwnissioning problems have been :
dentified as root causes. The VAR process, Capital Allocation and tighter w600 H b ped e
#nkage to scorecard deliverables are ensuring greater confidence of future !
defivery in ling with current pians. i
Major projects coming on siream in 2001 will contribute ca. 70 kboe/d of new
production. Of post-FID projects yet 1o come onstream during the Plan
period, five dominate -AQSP, SoroostyNowrooz, Brutus, Bonga, EA and
delivery on these key projects is critical for the delivery of the Plan.

Kkb/d

g4 95 96 97 S8 99 OGLE 01 02 03 O4 05

Short-term Oii Gas Production
In response to current high oil prices, additional incremental production Chistan |
projects are planned, predominantly in the USA and UK. These short-term oil T Opions ;
projects will deliver 85 kb/d in 2001. 12¢ ; t.mew Devebmems{ o
N iopm isct *(“iE)ésﬁngﬁssets |
) De i ant Proj . . 100 110 Actsl . feee

sajor new oil developments will be underaken in Dermark (Halidan}, USA :
{Nakika, Holstein) and Nigeria (Ehra). Each of these individually peak at over s P
40 kb/d in the plan period. New gas developments in Denmark, Nigeria- 2 50 ‘:’__A — i e
SPDC, Brunei, and Ausfralia contribuie to the planned growth in gas @ e , i
production. ' g oo | i -

) ;
E&A Foliow-up ‘0 ‘! ; | i
20% of incremartal oil production at the end of the Plan period is delivered by ' b :
E&A follow up activity primarily from 2003 onwards. 20 . |

o 7]

I

o b 1R i ! . Lh o -
B¢ B5 96 97 98 99 OOLE 01 @2 ©3 o8 OS5
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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 {RRA} in excess of 100%. Our success is based on significant field

revisions, and in the inclusion of non-conventional hydrocarbons.

The iatest estimate of RRR for 2000 is 28% due to the effect of divesiments

{69% excluding divestments). The target RBR for the Plan in 2001 5 79%

excluding AZD. Including A&D increases RRAR 10 198% with Saudi Gas

representing the main component within the Strategic Options.

Average RRR over the Plan period for the Foundation Plan is 93%. inciusion

of Strategic Options raises the average ARR to 122%.

Total Proved Reserves addition over the Plan period will be 10.0 bin boe, of

which “Christian” contributes 0.3 bin boe.

In contrast to BP'G8 which included significant Proved Resetves additions

from SPDC, BP'QO assumes zero additions. Significant production growth is

required before current Proved Aeserves can be produced within the licence
period. Without this constraint EP would achieve {00% Reserves

Replacement from the Foundation Plan alone.

Key comributions to Proved Reserves from the Foundation Plan in the Plan

period are expected from:

¢ Sakhalin: gas reserves in 2002 pending market maturation

* Kazalkhstan-Kgshagan: First booking of reserves expected 2002.
Technical and commercial maturity of the huge discovery has yet fo be
demonstrated.

* USA: Exptoration for large volume new plays will, if successful, provide a
significant contribution.

Critical success factors and key issues are:

* Exploration: a number of potentially material new plays will be investigated
through the Plan pericd (Brazil, Angola, Azerbaijan, Kazakhstan, Eastern
Gulf of Mexico). An objective of Global Exploration is to deliver Proved
Reserves at a finging cost of < $1.5/boe.

* Maturation: Emphasis on the maturation of SFR to Reserves has been
increased through the Voiume-to-Value and “Realising the LUimit
intiatives.

* Figid Revigsiong: Shell EP traditional strengths in field development will be
expioited to maximise Reserves additions.

2000 EF Business Flan

23 October 2600

Most Confidential
Proved Reserves Replacement Ratio 2001-2005
I 198% [CAsD @
| Revisions !
0% ¢ e = | m Exploration & Apprsisel |~

1¥%

Zapolynaroye 7\ 4%
%
3% />\ Rest EPN
1%
12%
Creistian Sakhaiin
I - 10%
Rest £PA 7
2% " OKIOC
8%
5% ! . L Fm;;m
Rest EPG | %
8% Total Proved Reserves
Additions 10.0 bin boe
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4, 2000 EP BUSINESS PLAN (continued)

Most Confidential

4.4 PORTFOLIO MANAGEMENT

Detailed anaiysis of the EP porticlio is reported in an update to Volume 1 of
the Businsess Plan and is summarised here.

Within the EP porifolio, the focus themes of Nigeria, Deepwater and MRH alt
grow over the Plan petiod. With the inclusion of significant ol opporiunities in
the EP Flan, Gas reduces in proportion in terms of Average Capital
Employed. The desire o increase the proportion of gas in the poriiokio
remains and EP will be vigilant in identifying profitable gas opportunities.
Anaiysis of ROACE performance in 2001 by theme illustrates the requirement
to maintain a balanced portfotio. With the confribution of Nigeria and MRH
increasing over the Plan period, these themes provide increasing
robustness against low oil price. Despwater parformance in 2001 is
suppressed due to significant investiments in Brazi, Angola and SNEPCO. By
2005, both Etha and Bonga will be on production and deepwater ROACE
improves accordingly (18% at $14/0bi}.

The absolute level of Non-income Generating Capital Empioyed
increases from $6.3 bin at the end of 2001 to $6.7 bin at the end of 2005.

Under-Performing Mature Assets

Some $4.5 bin of average Capital Employed refates to assets which are
classified as under-performing (ROACE <15% at $14/bbi and/or ROACE <B%
at $10/obi}.

* A significant number of assets classified as under-performing due to their
performance at $10/pbl perform well at $14/bbl. Underlying contract terms
and costs structures have been extensively reviewad for these assets, and
optimised wherever possible.

* Whilst portfalio actions are under consideration for some of the remaining
under-performing assets, the maijority will be subjecl lo performance
improvement measures, including application of the principies of
“Realising the Limit*

AVKAULMARUK
. 3

2001 Under-Performing Mature Assets

However, this represents a reduction from 23% fo 19% of the total Capiial 6%, ]
" Employed due to the plarned levels of investmeant, E‘%}\ o Hbust Fozit e Aotson Performance
2 Bo e Semsiierution improvomenty
11 -~ ~
Jﬂ; B iig % ;-3
Portfolioc Composition - Average Capital Employed by Theme sod ] §§§ " % g %
g8 ; 8% 2
2001 g Folhnw % x & g I EE
, u (EEE T 8 g P 3§% < &
Yo Q v ! 3 - 14
15% 3 ™ 1§ 3 "2 3 §
= = ﬁ_ % h = € £
2% i . - -]
5% £ 1 ‘ o o S i
‘3?"3 - Py S8 : H H i - T ]
- L3 o0 2600 . f_? i
2 t - $10/bl -
39% ! © §14/0bf T
; Wl 23818t
\—————-————i ; ] SN@g;%O = B Average Capitst Employed (min}
(23 Other i
2500 £P Business Plan Tt 23 Oclober 2000 Page 17
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4. 2000 EP BUSINESS PLAN (continued) Most Confidential
The following portiotio actions will be completed in 2000:
* USA Divestment of Altura and CO2
* UK Divestrment of Foinaven
* UK Divestment of ElginFrankiin
* Canada Divestment of Plains
* Ausiralia  Divestment of Barrow/Thevenard and Bass Strait
* Kazakhstan Divesmment of Temiy
1+ Phifippines Farmout of additional 10% equity in Malampaya
* Egypt Farrnout of 25% equity in Nemed
* Sakhalin  Acquisition of 37.5% equity in Piltun-Lunskoye and Molikpag
-+ The Foundation Plan assumes the following portfolic actions:
* UK Divestment of selected assets
¢ Iran Farmout of 40% equity in Sorcosh/Nowrooz
* Sakhalin  Farmout of 22.5% equity in Sakhalin
* Gabon Difution of part of shareholding
in addition, ongoing exploration exits from Poland, Ireland and Indonesia wili
comipieted and further exits from Cote d'ivoire, Congo and Zaire effecied.
Viper ?
Bowgln 7
2000 EP Business Plan 23 October 2000 Page 18
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4. 2000 EP BUSINESS PLAN {continued)

Most

Confidential

4.5 VALUE BASED MANAGEMENT

intringic Business Value and Intrinsic Business Return - Commilted

* in EP the (ungeared} Inirinsic Business Value {IBVe} at year-end is
based on the IBV of existing assets and committed {post-FID} projects,
This enables us to project the growth in portfolio value {Portiolic Growth)
based on atditional commilments made each year as per Business Plan.
The chari opposite shows this for a 10 year period refiecting the value
contribution of our Strategic Options.

* 18Vc at 1.1.2001 amounts to some $33.70bin of which $16.6 bin refates to
our producing assets and the remainder 1o post-FID projecis, This
reprosents a skight decline in IBVC over 2000 of some -$0.4 bln {-1.3%}
compared to the previous plan, essentially due io siippage in FiDs and
production.

* In line with the decline in production from existing asseis, their IBVe
declines tc some $8.4 bin by the end of the Plan period.

* Through the addition of new development projects and E&A follow-up the
IBV¢ of the Foundation Plan is maintained at around $40 bin throughout
the Plan period. Future growth relies on the successful sesuring and
execution of our Strategic Oplions.

L ¢ inclusion of Strategic Options delivers a growth in IBVc over the plan

perind of some 16% per annum and brings {BVC to some $70 bin by the
end of the Plan period and is maintained at that value within the 1G-year
horizon.

+ The Strategic Options represent a total {risked) vaiue of some $3.8 tin as
at 1.1.2001, i.e. an additionai 28% ic the 1BVce of the Foundation Plan.

¢ Cash yield - Cash Burpius as a percentage of 1BV at the beginning of the
year - is reduced by the increased investment requivements, but stit
averages some 5% over the Plan period. High Cash Yield derived from
high off prices in 2000 is available for reinvesiment in the Business and

__fuels pigh Paortfolio Growth in 200t
* intrinsic Business Return (iBFlc) ‘the sum of cash yield and pom‘om

growth, therefore averages some 21%. //j

et

Smin
5
g

o

L
Intrinsic Business Vaiue ¢ commitied s
Foundatiots + All Opﬁmcg{m‘mdj
$H500 :
BOODO A e o+ o o e =
FOOOG A o o o e e

|

{oo o 03 0¢ 05 08 07

10004 <

02

CiCash_AA Optices
O Casiy_ESA_FAF
OCash_Base_OU
8 1BVe_All Options
wiBVe_ERA_FAS

=iBVe_Bawe OU

Intrinsic Business R@tum - committed
Foundation and Foundation + All Options {Risked)

35% 5

Porttolio Browth

Cash YVinld {Cash Surplus}

e oty e~ ot A Gptons (st — Gom ot 1o Tarl)
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4. 2000 EP BUSINESS PLAN (continued) Most Confidential
Total Shareholder Vaive and Shareholder Return Intrinsic Shareholder Value
* Totsl IBV of EF is measured on the basis of: {incl. Shell Canada, Cash On Deposit & NCR Bank]
- existing business and of projects for which FID has been taken (iBVe) 8O00G -
- new projects planned to be committed during the first two Plan years
~  the value of pre-FID investments, taken as a fixed proportion {20%) of 70000
that commitied value in view of its inherent greater unceriainty; this )
represents a conservative average value of pre-FiD investment 60000 ¢ sy
— any surplus cash on deposit in OUs and in the Net Cash Return 50000 | - pemmm E“ﬁ Al Options {Riskedi_
{NCR} Bank {surplus NCR heid by Group on behaif of EP). . L i
* Intrinsic Sharehoider Value (ISV) is Total 1BV minus Interest Bearing £ 40000 bl %w Cash on Deposit
Debt (IBD). “ i

2000 EP Businese Plan

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

Total iBYV at 1.1.2001 amounts to $57.0 bin of which some $42.4 bin
relates to existing business and projects committed up to end 2002 and
$7.6 bin to pre-FID projects. The remainder is cash on deposit {$7.0 bin).
With § 3.5bin interest-bearing debt, the ISV at 1.1.2001 is $53.5 bin. This
represents a growth in 1SV over 2000 of some $3.3bin (6.6%) compared to
the previous pian.

Through the addition of new development projects and E&A follow-up the
13V of the Foundation Plan is mainiained at some $57 bin over 2000 -
2002. Future growth relies on the successiul securing and execution of our
Strategic Options.

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.

NCR to Group is assumed to be mainiained at $2.4 bin per annum,
resuiting in a builid-up surplus in the NCR bank that adds to 1SV growth,
NCR yield - NCR as percantage of ISV at the beginning of the year -
averages some 4% over the first two Plan years.

intrinsic Sharehoider Return (ISF}, the sum of NCR yield and 1SV
growth is 27% over 2000 and averages some 19% over 2000-2002,
sufficient to meet Ground Rules {shadow) targets.

23 October 2060
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4. 2000 EP BUSINESS PLAN (continued)

Most Confidential

4.6 FINANCIAL QUANTIFICATION

EP is committed to delivaring financial performance in 2001/2002 in line with
Ground Rutes:

* ROACE at $14/bbf 15%

~ EP has an additional aspirational farget to achieve 10% ROACE at
$10/bbi.

* Nat Gash to Shareholder: $2.4 bin per annum
* Gearing less than 35%

* intrinsic Shareholder Return of 10-12% at $14/bbl, comprising 7% Net
Cash return and 3-5% growth in iBVe.

investment Levels

* Exploration expenditure constant at $1.3 bin and Production Capex at $8.0
bin in 2001 and constant at $7.0 bin therealter.

HIAT and ROACE

* At $14/bbl, ROACE increasss from 14.7% in 2001 to 17.4% in 2005
{excluding Saudi (Gas}.

* Average Capital Employed increases from $25.7 bin in 2001 to $ 34.7 bin
in 2005, An additional $3.9 bin of Capital Empioyed will be added in the
avent that the Saudi Gas project procesds.

* NIAT (belore minority interests) at $14/bbi grows from $3.4 bin in 2001 Yo
$5.5 bin in 2005.

Met Cash to Sharehoider

* Net Gash capacity at $14/bbi is $2.4 bln in 2001 ang 2002, and increases
thereafter.

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

Nt Hpnd Qyad

NIAT (Sbin)

o
B W H G NN OO

Net Cash to Shareholder (Sbinm)

NIAT and ROACE
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4. 2000 EP BUSINESS PLAN (continued)

Most Confidential

4.7 OPEX AND THE EXTERNAL COST PROMISE

*

Unit Margin, $/boe,
{normalised at $14/bbi}

Unit Opex at $14/oni continues o decline throughout the Plan period,
decreasing from $2.3/boe in 2001 to $1.8/boe in 2004 {including pension
fund credits of $0.15-80.2/0e).

At $14/bbi, the Unit Margin has increased from $1.8/boe in 1997 to
$22/moe in 1999, and will furiher increase from $2.4/Mce in 2001 to
$3.0/boe in 2005.

2,50,
8,00+ -
2,50 |

H

2001 - -

[P O

97 98 99 O0LE ©1

92 03 oa 05

External Cost Promise

2000 £EF Business Plan

Performance on costs saving, stimulated through rigorous Strategic Cost
Leadership inftiatives is encouraging. Savings in 1999 and the 2000LE are
well ahead of plan. Absoiute cost take-out exceeds the original 1988
estimates.

The volume component of the Cost Promise is lagging behind as
production has remained flat since 1888, although “Christian” will help fo
braak this frend.

With inclusion of pension fund credits and Associates, the Cost Promise
will be met, notwithstanding unconiroliable production effects in SPDC.
With a planned exploration expenditure of $1.3 bin, exploration expense is
projected to be $770min {excluding Associates). On this basis saving with
respect to 1998 projected expenditure is $820 min and the exploration
component of the Cost Promise is consequently met.

23 October 2880

Opex and Unit Opex (Group Accounts)
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5. ROBUSTNESS AGAINST OiL PRICE COLLAPSE

The 2006 EP Business Plan is based on a premised oil price of $14/obl. This
page describes a possible EP reaction 1o a sustained period of tow oil price,
based on an assumed price fall from $26/bbl end-2000 to $10/AbI end 2001,
such that the average price over 2001 is $18/bbl, followed by $10/bbi for the
remmainder of the Plan period.

The “$10 Plan” involves the following amendments to the EP Business Plam:

s Expex: Reduced to $0.9 bin in 2002 and 3$0.6 bin per annum theraafter

Most Confidential

through canceilaton of discretionary activities, limited new acreage
acquisitions and selected portiolio actions, resulting in reduced exploration
aexpense. Expargiiture on brownfield and greenfield maturation studies is
aiso reduced.

Production Capex: Reduced o ca. $48 bin per annum through
deferment of major new developments, and canceliation of low-ranking
activities in existing asseis. Development of Sakhalin and Kashagan -
OKHOC would be deferred bevond the Plan period. Expenditure on existing
assets and post-FID projacts will be mainfained to ensure maintenance of
production at current fevels. By the time oll price is modelied to reach
$10/Hbt at end-2001, Firs will have been taken and commitments will
have been made on Saudi Gas, Bangestan, Felix, Angoia Block 18,
Salym, and Libya, in addition to QU Options. A sudden downturn in 0l
prices would trigger a deferment of the further options.

Production: Reduction of Production Capex is expected 1o result in flat
production through the Plan period. A fall in gas prices is assumed o lag
the oil price falt by 6 months, resulting in benelits in the UK and USA.
Opex: Rensgotiation of third-party contracts and other savings iniiatives
expected io deliver a reduction in Unit Opex (GA) below $2.0/boe
{exciuding pension fund credits).

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

]
|
|

The scenario presented results in the foliowing outcomes at $10/bl:

+ Net Cash to Sharehoider targets met through increased gearing
» Gearing levels increase from 19% to 27% bul remain bilow 35%
throughout Plan pericd, with cash stilt in the NCR bank.

Average Capital Employed increases to $31.4 bin in 20056
ACACE fails 10 9-10% throughout Plan period

* Proved Reserves Replacement reduced to 55%

*

2600 EP Business Plan

$ bin

23 October 2000

“$10 Plan” Investment Levels

t =+ “Expex 20007 Business Plan |
= & Capex 2000 EF Business Plan |

“$10 Plan" ROACE Rebound

0.2% __ 96%
2004 20056
Puge 23

8-0ct juswinooqg  HIP-dVI-v.£00-A3-10-€ 958

L00CZ/SL/0L pelid

0€ Jo Gz ebed



pasanbay waugeal |

PLELPZLOND

[PIUAPLHUO) VIO

6. BUSINESS FOUNDATIONS

Most Confidential

6.1 H5E

1, Q2 2000 HSE results {17 faialiies to date, LTIF lafest estimate 0.8}
indicate the need for continued vigifance and increased focus on HSE. EP
must urgently progress 10 the effective implemertation of HSE Management
Systerns (HSE-MS) essential 1o lasting improvements in HSE perforrnance.
Key slements to drive this are;

* IS0 14001 (or equivalent) certification of the environmental component
tor major instailations io embed the MS at the working fevel - the majority
by end-2000 and the balance completed early 2001,

* A revised HSE audit methodology better 1o assess the effectiveness of
the HSE-MS control framework in managing HSE risk;

* A sirengthened assurance process 10 provide management
confirmation that the MS is applied;

* Structured assessmerd and development of HSE competence in advisers
and line stalf, introducing, a.o. an HSE skills forum and e-learmning;

* Approaches to drive the improvaments in “safety cuiture” that are
targely recognised as key to achieving a step change in safety
performance. A set of tools that seek 1o reach the “hearls and minds” of
the workiforcs are being developed and tosted.

* introduction of Group wide minimum expectations for the management
of occupational and strategic health risks.

* Continued external verification of HSE performance supporied by
further improved quality and process of HSE data reporting.

Sofety performaonce 1991 ~ 2000

e - [P
Fumatve -
PO OB T W3

5
!
|

1reqiesnay per milkon manhours

Cond LYF LoyThes

,ﬂxi
2000 EP Business Plan

23 Octeber 2000

Progress fowards meeting Group minimum environmental expectations
will continue:

* Reducing the Global Warmming Potential of EP emissions, initialy

targeting elimination of routine venting arxd flaring by 2003 and 2008
respectively - gas utilisation projects o harness flared gak in Nigeria are
crucial. Focus on emissions reduction will be increased with introduction of
carbon screening values and promotion of further paricipation in
emissions trading (STEPS) and pursuit of Clean Devsiopment Mechanism
{CDM) projects.

Giobal warming potential

{7} Awra {S Mtonne)
£ spoc

T : .
i ok s
o LHE N ,!_ l

104 1808 (m WeY 1088 1996 '-tg-t‘

= Vo gl 2000 dcianinct bo eckade Aatn (IVRIOCY

EPE vt e

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

* Femediation of previously identified high priority contamination

legacies is complete except for SPDC’'s Ebuby site (held by commaunity
issues), and BSP’s Sungei Bera Basin {progressing to 2001 completion}.
Improving the quality, scope and timaliness of Environmental lmpact
Assessment with particular focus on social (including health) aspects,
biodiversity and stakehoider engagement. Business processes o ensure
the sarly notification of NGOs in sensitive areas, such as ‘eco-regions’ with
hlgh biodiversity, will be fully implemented.

wmmm&rassismcognmedasasegnﬁcamns&&fwgtmutme

Group. A Stress Management Project in SIEP/SEP! was initiated in 2000
" and reports out in Q3. implementation of resufting action plan and
! opportunilies for roli-out of approach and leaming throughout EP are
. important componems of 2001 HSE ptans

PFage 24
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6. BUSINESS FOUNDATIONS (Continued)

Most Confidential

6.2 SUSTAINABLE DEVELOPMENT

n ke with the EP vision to achieve and mainiain an outstanding reputation
for sustainable development, P will continue the journey along the path set
out in “Susiasinable Development - The Way Forward for EP” issued mid-
1589, Over twenty EP companies, from largs, estabiished OUs to small
NvOs, have developed their own SD strategies and policies which they are
implementing within the broad frarmework of six sustainability principles:

* Aespect arxd 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 illustrate the ways in which individual
companies have effectively contributed 0 SD is crucial to progressing our
commitment gver more widely into the Business. Effective communication
mechanisms established during 2000 will continue fo facilitate sharing of
good practice between QUs/NVOs: a monthly SD Update is now recaived by
over 100 members of the EP SO Network; EP’s 8D infranet is the biggest
source of SO information in the Group, prowdmg a
central iocation for knowiedge sharing and is regularty
ane the most downloaded websites; special SD features
i internal publications and on Business TV are also
helping to raise awarensss.

Publications such as the brochure “Progressing
towards S0 ~ Shell E&P’s Commitment in Action” (right)
which includes exampiles from over 20 Qls, serve

the increasing demand to show external stakeholders
what cur SD cormsnitment means in practice.

Pogmesg tavsd

Embedding SD considerations into every aspect of our Business remains a
fundamental goal. in 2000, SD 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 principies are integrated into ail key business
processes [(both documents and decision making} to enhance ownership
in QU/NVO plans.
identification of SD issues and opporiunities sarly in the project cycls has
been strangthened in the New Business Forum and through application of
an earty notification systemn for biodiversity (see 6.1} These aspects will
be incorporated indo the new business idenlification amgd maturation
process during 2001,

2860 EP Business Plan

* Projecting SD as a differentiator for companies.

There is increasing evidence ihat companies proaciively pursuing SO are
actieving favour from ethically-based investors. Pioneering SD approaches
such as those demonstrated by profects such as Malampaya (establishing
the first 80 professorial chair, maximising local employment opportunities}
and Athabasca (assessing greenhouse gases over the lifecycle) are good
examples of where SO can add business value. EP is actively seeking ways
systarnatically to leverage the Group’s commiiment, both to enhance
existing practices and to seek ouf new sources of value creation,

A practical approach 1o stimulgte innovative thinking and identify SD
businass opportunities is being tasted in PDO, STEP and SCAN with a view
o providing, early in 2001, a structured framework, supported by case
studies, that can be applied at both EP Business and, in particutar, OU and
NVG lavel.

Yaiue 10 ait
staseholders
Right 1o Grow
{P{‘ & ‘5
; e;ﬂ @ Feputation {env. social, seon)

Stmbehudder

8 L .
Q’i “ \.‘._.'} Emy ﬂ-:n:m oupuﬁon Prefersoce

Wh9
W«wmmw
R A i Y P LA G i

Faspmot 5 ] Nisimivey Use Mtimiee S iomine
R sevid w m‘ﬁ oswies ,.,_-.m Danaliis to

» Mpasuring progress through Key Performance Indicators (KPls).

These are being developed particulatly to address the quality of social
performance (including social investment), and suslainability integration (a
solf assessment tool to test the degres of alignment of business processes
with sustainability principles). These KPls will be piloted iate 2000 with a
view lo first reporting in 2001 {scorecard milestone). Although EP focussed,
these KPis will be akigned with Group indicators under paralief development.

23 October 2000 Fage 25
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6. BUSINESS FOUNDATIONS (Continued)

Most Confidential

6.3 EXTERNAL AFFAIRS (EA)

Externail Affairs aims to foster a mindset in EP that efficient management of
external affairs is as essential to the botiom-line success as technical,
operational, financial and HSE management. It is stressed that EA
management is too important to be ieft to EA practitioners only ard that it is a
Line responsibility.
OUs/NVOs will deveiop External Affairs plans which should be regularly
updated to:
- ensure continued retevance in the face of changing circumstances
- monitor execution
- identify areas of weakness and opportunities for improvement
Stakeholder Engagement is stll considered the main focus of EA
management. This, however, shouid be seen in the conlext of the other areas
of EA Management — issues [dentification and Management, External and
internal  Communication, Social Investmert and Crisis and Business
Continuity Management —~ and EF's Sustainable Development obiectives.
OUs/NVOs are expected to;
- ldentify the full range of stakehoiders concemed with a venture, and
the specific concerns and aspirations of sach in relation to it,
- Take maximum advantage of the Shell Brand in handling relationships
and advancing reputation.
-~ Maximum alignment with its stakeholders.
To complement efforts in the OUs/NV (s, Corporate EA;
~  Provides EA management framework and associated tools
—~  Provides, in ciose co-operation with SFPX, insight on globat factors
that may bave local relevance
—  Facilitates contacts with NGOs and others potentially interested in
specific QU/NVO areas of activity.
-~ Provides support, inchiding “fire-fighting” assistance in OUs and
NVOs where necessary.
— Facilitates sharing of best practices throughout EP.
- Supports development of EA compelence, not just for dedicated
practitoners, but aiso for management team members needing
anderstanding of this area.

2004 EF Business Plan

General
* Achieve recognition of EA management as a key enabler for overall
business success

* Review OU/MNVO RM pians, monitor their execution and provide
support in area of weakness

* Develop measurabie targets for exscution

* Ensure that EP key messages reflect current Group objectives

issues ldentification and Management

* include key stakeholder identification

* Enhance regional networking on issues

Stakeholder Engagement

* Assist OUs/NVOs 1o develop power maps (lssues vs Stakeholkders)

* Develop measurabie targets

Communication

* Develop a structured and co-ordinated approach to external
communication

* Make more effective use of madia for internal communication.

- Social Investment

* Develop measurable targets

* Provide guidelines on implementation based on current best
practice

Crisis and Business Contindily Management

* increase awareness of revised Crisis Mapagement procedures

* Support Crisis Maragemant competence throughout EP and test
with realistic driils

Tools and Competence Enhancement
* Develop an EA Managemant Framework for OUs and NVQs

* Assist OUs/NVOs 1o get pragmatic EA organisations resourced and
trained.

23 Detober 2000
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6. BUSINESS FOUNDATIONS (Continued)

Most Confidential

6.4 HUMAN RESOURCES

Human Capital, linked o financiai capital and technical achievement, wili
ensure excellent strategy creation and execution and thus ultimately defivery
on our promises in the Business Plan.

HA focuses on 8 key areas:

»

-

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

enabling globalisation of e business thwough global people
processes
building commitment of peopie throughaout the business.

These are supponted by a number of key people processes:

»

»

Ld

L d

[ 4

resourcing of the business
learning & development
performance & reward

people engagement

senior vadership davelopment

Exacution of these processes will 1ake place in the context of ever changing
external factors and a globalising EP business.

* Resourcing the Business

20560 EP Business Plan

Continue the development and steer the impiementation of the Globai
staff pool and it's associated global process o ensure global talenis
are ulifised 1o their fuillest extent.

Continue to drive global aitraction and recruitment processes and
activities to mest both immediate (experienced) and future
{graduates) gioha! demands for talent.

implement an integrated plan 1o address the skilis issues identified
from Volume 2 returns.

Develop and impiement a strategic resourcing and organisational

- design process for new ventures, ensuring optimum use of fiexbile

depioyment capability.

* Learning & Development:

Fully operationalise the Leaming Management system foliowing the
succasshul 2000 pilot.

Continue 1o build learning partnerships, and to migrate from traditional
isaming modss 1o the EP Giobal Open University model.

Raientlessly pursue the development of g professionally excelient and
globally integrated HR communily.

* Performance & Reward:

Continue to drive personal accounability and performance, ensuring
global treward systems encourage high performance and help
strengthen people commitment.

Drive implementation of giobally consistent competence-based
progression processes, and in doing, fuel the demand for personal
develcpment.

* People Engagement;

implement the detailed Diversity plan, designed to deliver 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 buiid and re-build people commitment in order o enswre
the organisational health of the business.

* Leadership Development:

Yo ensure the EP business has the leadership capability 10 capitalise
on opporiunities, support delivery of the EP sirategy and develop
tuture leadership talent, continue the design and delivery of teadership
assessment and development programmaes for leaders throughout the
business.

= HR-T

23 Gotaber 2000

In pursuit of worid-class HR processes, deveiopment of an integrated
HR information systam.

Page 27
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6. BUSINESS FOUNDATIONS (Continued) Most Confidential

6.5 TECHNOLOGY

Shell Technology LP Giobal Business Technology Strategy is Dbest
encapsulated in the vision that “The Difference is Technoiogy” and in our
aspiration 10 be “Too fast to follow”.

Strateay

* Support Shelt tv be the first and the fastest up the learning curve in the
application of selected technologies.

* Help Shell to 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
1o, development and implementation of technology.

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

Strategic Goals

* Provide and support differentiating technologies that our customers use as
quickly as possibie.

* Complement our internal innovation process from ideas, innovation, and
technotogy from the outsids world through strategic partnerships, alliances
and seiective commercialisation of our products. :

* Focus ftechnology development on high value adding technologies i
response to customer needs and supported by a truly collaborative gicbal
approach.

* Adopt and maimtain a fit for purpose approach to for deploying and
supporting technology and best practice, matching the mode of delivery t¢
suit the capabilily (e.g. Deepwater Services, Realfising the Limit) and for
the customer {e.g. Iran Technical Service Centre, Syria Study Centre).

* Afract the best people by providing challenging development opportunities
in a stimulating environment that promotes innovation.

* Gain and maintain the raspect of all siakeholders in order o retain our
license o operate.

* Ensure that our technologies contribute 10 the current and fuiure

Technology Action Plan

Mainain spend on in-house technology deveiopment programme at the 2000
ievel, Le. gt $130 MM, focussing on: Dl & Produce the Limit {$30.6 Min),
Volumes to Value ($27.7 Min), #1 Explorer ($15.8 Min), Capital to Value ($
7.1 Min), Deepwater Leadership ($14.9 Min}, New Energy/New Limits {$10.0
Min), Technology Access ($26.5 Min)

* STV techrology deployment: Active portfolic management to maximise

value {Enventure, e2Tech, Well Dynamics), Focused investments
(Strategically build & complement portfolioc positions); Cycle time
reductions {More rapid depicyment for new ventuse technology}

* Deepwater technology deploviment plan: Provide best in class evaluation,
planning, development and well delivery products and solutions for Shell
OW OU’s; Leverage SDS capabilities in support of DW porticlio actions;
increase robustness of future DW developments against low oil price
threat

* Human Resources: Progress Centres of Excellience to operational phase,
and identify further opportunities; Advance acceptance of the Giobal Staff
Pool concept, pravide a People & Skills plan, and represent the global
resourcing interests of EP; Implement "EP Open University® and e-
Leaming, Leveraging organisational capabilities by maximising use of
global networks and global consultants

* Implement EP-8S1 plan with specific focus on implementation of Group
desktop and 17 infrastructures e.g. GID.

* Expand the value assurance review {VAR) process to include an "Asset
Operations” review io extend assurance of best practice implementation in
Major Projects.

* increass leverage of commertially atiractive technologies and to enhance
Shell commercial focus via Shell Technology Investment Partnership
{STIP).

* Accelerate implementation of already available technology programmes to
meet OU's and Service Companies damand: Volumes to Value, Producing
the Limit, Drilling the Limit, Capitai to Value

* Deliver ihe global strategic technology implementation programme:

o . : . : Under Balanced Drilling 6 campaigns
generations’ economic, social and environmental securily. Smart Weails Soiutions 10 applications
Expandable Tubulars 40 applications
4D Reservoir imaging 12 surveys
2008 EP Business Plan 23 October 2000 Page 28
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