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=" NOTE -~ 6 Dec 2002 : . , CONFIDENTIAL
L ' S
. From: Anlen A. Barendregt Group Reserves Auditor, SIEP - EPF - GRA
To: Frank Caopman Chief Financial Officer, SIEP — EPF’
Lorin L. Brass Director, Business Davelopment, SIEP - EPB
Luuk Karsten General Manager, Shell Development Angola (SDAN)
Copy: .  Rob Inglis” Assel Manager, 'SDAN
‘Patrick Whittome Finance Manager, SDAN
Wouler Smits Reserves Coordinator, SDAN
Liz Sturman Petroleum Economist, SDAN
Barry Knight " Manager Development Planning, Shell Deepwater Services (SDS)
lan Hines _ Integrated Team Leader Angola Block 18, SDS
Derek Newberry - Subsurface Coordinator Angola Block 18, SDS
{circulation) SIEP -~ EPF: Rahim Khan . :
(circutation) SIEP - EPB-P: Malcolm Harper, Jaap Nauta, John Pay
Chris Duhon _ Business Advisor, SEPI ~EPG ’
Han van Delden Partner, KPMG Accountants NV (2x)
Brian Puffer PriceWalerhouseCoopers

SEC PROVED RESERVES AUDIT - SHELL DEVELOPMENT ANGOLA, 25-26 Nov 2002

! have audited the proposed Proved Reserves submissions of Shell Development Angola (SDAN) for the yaar.zooz
and the processes that were followed in their preparation. These submissions will present the SDAN contribution to
the Group's externally reported Proved and Proved Developed Reserves and associated changes as at 31
December 2002, .

Total Group share Proved Reserves propased by SDAN at the end of 2002 are 19.2 min m3 of oll. This represents
an increase of some 7 min ma of oil from the end 2001 estimate. The increase was the result of the FID decision
for a full five-field development that was taken guring 2002. . .

The first reserves booking by SDAN was over the year 2000. This audit is the first SEC proved reserves audit for
SDAN. The audit followed the procedures laid down in the "Petroleum Resource Volume Guidelinas, SIEP 2001~ .
1100/1101" (based, inter alla, on FASB Statement 69). It included a verification of the technical and. commercial
maturity of the reported reserves, a verification that margins of uncertainty where appropriate, that g‘:roup share and
net sales volumes had been calculated correcily and that reported reserves changes were classified correclly. it
also included verification that the annual production (sales) submission through the Finance system was consistent
with the reserves submission. The audit took the form of detailed discussions about the reserves reporting process
with SDAN staff and with staff from SDS in Houston who are carrying out the subsurface evaluations on behalf of
SDAN. : ' -

The audit found that the new Praved reserves estimates prepared by SDS during 2002 are in agreement wilh the
Shell Group and SEC guidelines and that these estimales can be accepted. The Proved estimates are curtailed by

the fact thal some of the six exploration and appraisal wells have been drilled in not fully representative portions of

the reservoirs (crestal andfor behind major barriars). Hence, in accordance with SEC and Group gmdelipes, some
significant portions of these reservoirs have to be considered as unproved and theéir associated recoveries cannot

be included in Proved reserves. Some limited portions of the unproved volumes could become praved if a proper N>
procedure is developed for accepling seismic evidence.of OWCs #i channeli$ed turbidite reservoirs, The planned lame
tBmporary disposal of gas by re-injection into one of the raservoirs (none of which are suiteble) may become an

area of serious congem if the planred LNG plant should become delayed.

The audit finding is that the SDAN statements will fairly represent the Group entitiements to Proved Reserves at the
end of 2002. The overall opinion from the audil regarding the state of SDAN’s 2002 Proved Reserves submission,
taking account of the scoring in Attachment 3, is therefore good.

A summary of the findings and observations is included in the Attachments.  § §  EXHIBIT
R N \ . o g / :3
-~ U Duhon

} :
A.A. Barendregt , Attachments 1,2, 3
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Attachment 1
SEC PROVED RESERVES AUDIT - SDAN, 25-26 Nov 2002
MAIN OBSERVATIONS

1. Shell Development Angola are a 50% non-operating partner in the Block 18 area offshore Angola. BP
{operator) own the remaining 50% share. The area has seen some very successful exploralion drilling during
1998-2000 (five wells, five discoveries) and the five fields have been declared commercial in April 2002.
Project FID has been taken during 2002 and the project is due to come on stream in 2006. Committed Shell
funds are some $1.5 bin. Although Shell FID was taken, the project does not fulfill Group project screening

. criteria. The decision to go ahead was taksn largely for project mateniality and because of the significant
upside under higher oil price scenarios. . )

Although not the aperator, SDAN have committed SDS in Houslon to carry out independent subsurface and
development studies. During 2002, SDS have completed a new round of reservolr modefing and evaluations

- and these revisad volumes were the subject of the present audit. The new volumaes replace previous estimates
based on a partial, selective field development (Plutcnio and Cobalto only).

2. The reservoir sands are shelf-edge turbiditic in origin and of Qligocene age. The uppermost 072 sand, seen in
the Plutonio and Cobalto fields is of sheet type, while the older sands (073 and lower) ars canyon fill channel
sands. The gas-saturated oil is light, with GORs around 1000 scf/bl and of low viscosity, thus Faveuring water .
displacement. Core flood tests suggest favourable displacement to low oil saturations but the fowest values
have been queried by peer reviews. Aquifer pressure support is expected o ba limited and water injection wil
be recuired from the starl. Thers Is a small gas cap in the Plutenio O72/73 reservolrs (m=0.1).

Oil pressures in the successive separate sands tend o line up on ona common gradie.:nl. suggesting either an
(uniikely) common OWC or separate OWCs againsl ‘perched water’ (small aquifers!) in the shallower sands.
Seismic evidence clearly points to the separate OWC scenario. .

3D Seismic has been available from an early stage of fisld exploration and appraisal. Whilst its quality was
good, this has been improved by a high resolution seismic survey (up to 60 Hz) thal was acquired late 2001
and processed during 2002. This has allowed main channel bodies to be mapped individually, thus greatly
enhancing the understanding of reservolr structural architecture. OWCs and resesvoir pinch-outs are also
clearly visible. )

3. Development will be through an FPSO and a total of 43 subsea wells (20 producers, 23 water injectors) Is
foreseen. In view of the prevalling reservoir uncertainties, provision has been made for up to 27 additional
and/or replacement walls. Gas is planned to be exported to a future onshore LNG plant, with gas to be re-
injected into one of the reservoirs as an interim measure.

Active reservoir surveillance is foreseen in the development plan. Wells will be fitted with DTS fiuid monitoring
systems while water injectors will be flow controlled. Regular ('4D") seismic surveys are fareseen to monitor
water flood front advance, thus allowing any unswept areas 1o be addressed by future wells.

4. The.five structures are appraised by one (discovery) well each, plus a one well (2 holes) appraisal in Piutonio.
This {eaves a significant portion of some of the fields' STOIIPs ‘unproved', i.e. not peneirated by the drill bit.

- ‘Proved areas’ have been defined in each of the fields. These are delineated by ODTs where no water was
seen, by idenlified major faults with clearly visible throw and by channel cut-ouls where present and
continuous. Seismic evidence of OWCs outside and below proved areas Is clearly visible (in some cases
confimed by other OWC avidence, eg pressures) but where not confirmed it is not used for proved eslimates,
in line with SEC and Group guidelines. However, the seismic Is seen to provide sufficient evidence for the
presence of oil to proceed with the projecl. :

5. Proved recoveries are basad on (P50) eslimates of ‘proved’ STOIPs and P85 estimales of recovery faclors.
The latter are derived from suites of altemative scenario simulation models (by SDS for the Plutonio and
Coballo fields, by BP for the other fields). Eariier peer raview teams considerad these RF ranges too narrow.
The combination results in a low Proved/Expectation reserves ratio of 45%, largely influenced by the 'proved
area’ reguirement of the proved STOIIPs. A widening of the RF range is therefare not likgly to have a
significant effect on the total proved reserves. The approach is in accordance with the guidelines.

6. According io the PSA, the contractor has tile to the Block 18 gas. Gas disposal is foreseen to be via an LNG
plant onshare Angola (destined to capture gas from all offshcre industry projects). Present plan for the start-up
date is 2007, but some slippage is deemed possible. With Block 18 first oil foreseen for 2006, the plan is lo re-
inject gas into the Plutonio 073 reservoir as an interim solution untll the LNG outlet is avallable. Ng
commitment has yel been made for the LNG scheme, nor have the commercial lerms been established.
Hence, no gas reserves are carried at this stage.

The temporary gas Injection is foreseen to be into a downflank position of the flal Plutonio O73 reservoir. This
may pose a potentially serious threat to oil recovery if this is continued for toc long, e.g. due to LNG plant
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delays. Calculations show that one year of gas re-injection may represent 1% pore volume of gas, rising more
sleeply after the second year. >

Gas re-injection was cansidered to be inadequately modeled by a peer review team Thinner gridblocks should
be added at the top of the reservoir to model gas migration adequately.

Gas reserves can be booked upon start of when the gas disposal route through LNG is confirmed. Account
shouid be taken of future FPSO own use and compressor fuel for deriving net Group share volumes. Provision
should alse be made for keeping track (through madeling) of any re-injected gas valumes that may still be
recoverable at a later stage. !

7. Water injection is required from the start of produchon No water flood pilot has been carried out. Howwer.
water fiood has been underway since Dec 2001 in the nelghbouring Girasol field (TFE operated, with BP i
participation), Cumulative water injected todate is estimated to amount to some 3-6% of subsurface STOIHP
volume. Similar walerfloods in the GOM have alf been quile successful. A water injection pulse test of several
hours' duration has been carried out in well Plut 2A. In addition, water compatibllity tests have baeen carried out
(showing the need for sulphate reduction of the seawater) and core flooding tests tend to show low residua} oil
saturations, Hence, there is reasonabla certainty that waterflood reserves will be realised. The SEC proved
reserves guidelines require either a pilot in the field or a nearby analogue project in the area and thelatter
condition is now deemed lo be fulfilled by the Girasol project.

The suggestion is made to ask BP to keep SDAN informed of progress on the Girasol wa!er wechun. ey.in
terms of currenl average water cuts and cumulalive pore volume perceniage injected.

8. SEPCo have developed a procedure for incorporating seismic OWC evidence in proved estimates in ODT
('LKH') situations, by selting specific requirernents for the quatity of the seismic evidence before it can be
‘allowed’. However, this procedure was developed largely for GOM sheet sand turbidites and hence it was not
used for declaring proved valumes below ODTs3 in the turbidite channel environment in Angola Block 18. This
is now being addressed by a special study by SDS that Is seeking to adapt the SEPCo pracedure for channel
sand turbldites. However, even If a satisfactory procedure Is obtained this will not allow booking of proved
reserves in areas bekind observed barriers (faults, channel cut-ouls) in view of the SEC requirement of

‘cantinuity of production”.

8. _An ARPR summary report is to be issued shorlly desm'bmg the basis for the new reserves estimates. This is
goad practice and is commended. In addltion, various delailed reports on the successive subsurface
evaluations (petrophysics, siatic and dynamic madeling etc) are in various stages of preparation. Ris
recommended that the summary report will include references lo all these detalied reports (even if not fully

. completed vet) in order 1o provide a clear averview of the audit trail.

10. In view of the small nrumber of fields, no formal data base has been set up. A spreadsheel solution should be
fully adequate to provide the backup for the Group share volumes submitted. Arrangements should be mads
by SDAN 1o standardise this spreadsheet as much as possible over the years and lo preserve the annual
copies.

Recommendations

1. Add layers with thinner gndblocks (with appropriate 3-phasa rel-perms) al the top of tha present Plutonio 073
dynamic model to pravide a mure accurate representation of re-injected gas migration.

2. Provision should be made for keeping track (through modeling) of any re-injected gas volurnes that may still
be recoverable at a later stage.

a. Account should be taken of fulure FPSO own use and compressor fuel in future gas reserves.

4, Ask BP to keep SDAN informed of progress on the Girasol water injection, .g. m tarms of currant averags
water cuts and cumulative pore volume percentage of water injecled.

Ensure that all detailed reports are referenced in the ARFR summary note to be Issuad shorliy.

6. Arrangements should be mads by SDAN to standardise this spreadsheet as much as possible over the years
and to preserve the annual copies.
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SDAN, Nov 2001 CHECKLIST SEC RESERVES AUDITS Attachment 3
’ GOMPANY: SHELL DEVELOPMENT ANGOLA AREA / FIELD: ALL FIELDS
Audlt criteria [Resun| Comments

1__ TECHNICAL MATURITY

1.01 |is 3D seismie available and used for the field(s) in question?

+ |30 Selsmic has been avallable from an eaxly stage of field
axploration and appralsal, Whilst iis quality was good, this —

has bean graatly imptoved by a high resolulion seismic survey]

tup o 50 Hz) thal was acquired late 2001 and processed
during 2002. This has allowed main channel bodies o be
mapped Individually, thus greaty enhancing ths \
understanding of reservoir structural architecture. OWCs and
reservolr pinch-outs are also cearty visible.

I view of the good quality of the seismic (mastly non-complex
cverburden, visible OWCs), 4D selsmic Is planned upon start
of production to moaltor advancement of water fiood frants.

1.02 {Are selsmic processing and interpretation stato-of-the-ar?

+ |Seismic processing (by Westem Geophysics) is
commensurate with the high quality of the seismic acquired.

1.03 [is well data coverage adequate?

O |The five struciures are appralsed by one (discavery) well
each, plus a oha well (2 holes) appralsal In Phitonio. Whilst
this i=aves a significant portion of sorne of the fiekis’ STOLPs
unproved’, the selsmic avidence provides sufficient evidence
to proceed the pi )

n0 major/seatng faults) and 1s ILrealistic?

1.04 Iﬁas a ‘proved area’ been defined (lowest known fluid contact,

Proved areas have been definad In each of the hields. These
are definaated by ODT's where no water was sesn, by

Identified major faulls with clearly visible throw and by channal
cit-outs where present coniinuous.

and/er reservolr analogues In the area?

1.05 {is this "proved area’ supported by seismic amplitude studies

Selsmic evidence o OWCs Is clearly visible {in some cases
confirmed by other QWC svidence, eg prassures) but this is
nol used for proved estimates. SEPCo have developada |
procedure for incorporating selsmic OWC evidence in proved
estimaies in QDT (LKKH') situations, by selling specific
requiremnents for the quality of the seismic evidence before it
can be "allowed”. Howeaver, this procedure was developed
largely for GOM sheet sand wrbidites and was not deamed to
be approprials In the lurbidite channel environment in Angela
Block 18. This Is now being addressed by a spedial study by
SDS that Is seeking to adapt the SEPCo procedure for
channel sand turbldites. However, even if 3 salstactory

rocedure |s obtained this will not allow booking of proved

. fresgrves in areas bahind observed barriess (fauits, channat

cut-outs) in view of SEC requirement of ‘continuily of

N.A,

1.068 |Are petrophysical well data quality and quantity adequate?

+ 'Full suitas of cores have been taken in 2l the exploration
wels. Ample core data also been taken.

by production lests or pihar evidence?

1.07 |1 raservoir groducitiiity for undeveloped reserves supported

Proper production tests have been taken in rost of the wells.
A puise test was also canied out In the wo holes of the
utonio igal well.

1.08 |Ase there proper volumelsic astimates?

Probabiistic volumetric estirnales have in first instance bean
made for all lekds through Fastrack. For Plulonio and Cobalto
this was Iollowed up dy datailed Depsim static modelling,

the earll m

1.00 |Are representativa PVT data available and have they been
properly accounted for in the volumetric estimate?

Ampls PVT samples have been taken in the production tests
and oll PVT properties are well established. Evidence of a
gradating column with higher visoous off near the OWC was
seen in the Plutonio O73 msarvalr,

and accounted lor In reserves submissions?

1.10 {Are gas GHVs measured properly for sales gas conditions

According 10 the PSA, the contractor has title to the 8iack 18
gas. Gas disposal is foreseen to be via an LNG piant onshorej
Angola (destined to caplure gas from all offshore industry
projects). Prasent plan for the starkup dale is 2007, but some
slippage is deemed possible. With Block 18 first oll foreseen
for 2006, the plan is 10 re-inject gas into the Plutonle 072
reservoir as an Intarim solution until the LNG oullst Is
avallable. No commitment has vel been made fur the LNG |
scheme, nor have the commercial tarms been established,
Hence, no gas reserves are carried at this stage.

N.A.

faciory N.A = Not Applicable

1
i +wGosd O
|
|
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SDAN, Nov 2004

CHECKLIST SEC RESERVES AUDITS

Aftachment 3

141

Are stalic modely available / adequate?

+

Full stalic Depsim models have been made for the 072 and
073 raservoirs in Piutonio and for the O72 raservelr in
Cobalto. Sand paramaters werg obtained from selsmic
{!metslon and well data. The model fos the Plutonip O73 sand
has detalled channel geomelry with barmiers thus providing an
adequate gssessment for resemveir connectivity. The two Q72
models did nol contain individusl sand body and barmier
geomalry bacause these features were below selsmic

1.12

Are dynanmie madels availabla / adequate?

rasolution, —
508 have devaloped detailed dynamic models (MaReS) for
the three sands with Depsim staic models, Modals wers
construcied through downloading from Dapsim, thus
preserving seservair architecivre, Thal for the Plutonis O73
reservolr was geometically the most complex (multiple
channels). Barser canductivity between the channels was
maiched from the Plutonio 2a/b appraisal well pulse Iest.

1.13

Are hislory matches available / adequata?

1.14

Are the recovery factors for proved reserves realistic?

Recovery faclors are based on identified well locations and
dynamic models, Reservoir conneciivity issues were
addressed by the detalled channel geomelry with basriers in
tha Piutonic O73 model. RFs in the two O72 sheet sand
models are based on SDS's simulation models, with results
discounted by BTC establizhad "conneclivity curvas’ (discount
factors vs. well spacing). RFs in !he threa Northemn fields

re established from SDS P50 proved STONPS and P85
recovery factors from BP simulation studies, The lalter do nat
take he same account of conneclivity Issues as addressed in
the Pisionio and Cobalto SDS evaluations and they may
therefore be somewhat optimistic.

1.15

Are developed reserves based on proper NFA (No Further
Aclivity) forecasts?

N.A.

1.16

Are developed reserves based on existing walls, compleltions
and faclitles, or do they require only minor costs (<10%

project cost) to be hooked up?

N.A.

117

Have development projects been defined for undevaloped
resarves or can they ba defined?

Yes, all recoveries ars based on identified development well
locations - 20 producers {rany sub-hatizontal) and 23 water
Injeciors. Frovislon has been made for up lo 27 additional
wells, to sccount for well faliurea and incomplele reservoir

1.18

Are thera auditable development project plans with costs,
tenefits and economics?

sweep,
Yes, 3 full FOP (by BP) i3 avsizbie.

1.19

Are the projects techrically mature or is further data gathering
necessary?

The project Is technically matwe.

1.20

Ase improved recovery estimales based on 2 successiul pliot
or analogue or are they othenwise suppariabla?

Water Injeclion is required from the start of production (ait

fields are at or close to bubble point ard aquifers ase sean lo
be of imited strength). No water flond pliot has been canied
out. However, a water flood has been underway since Dec
2001 in the nelghbouwring Girasol field (TFE operated, with BP
participation). Cumulative water injecled todate Is estimated
o amount ta some 3-6% of subsurface STOIIP volume.
Sirmilar waterfloods In the GOM have all been quile
succassful. A water injection pulze test of several hours'
duration has been carred out in well Plut 2A. In addition,
water cormpatibility tests have been caried out (showing the
need for sulphale reduction of the seawater) and core floading
tests tend to show low residual ofl salurations. Hence, there
Is reasonable cartalnty that waterflood reserves will be

121

Have the projecls successiully passed a VAR3 review or are
they otherwige ready for application for funding?

Angi-AN3.xls, Checkdist

mall;gd

A VAR was camied out in Decamber 2001, which endorsed
progression to FEED, FOP and funding application, subject tp
canrtain recommendations being fuifiled, On ihe subsurface
side, these inckuded a more comprehensive assesstnent of
ihe dawnside scenarios. The proved reserves presently
proposed taka account of any downside through sirict
adherence lo ‘proved area’ STOIIPs and using low case RFs.

+*+=Good O= Salisfactory X = Unsatlsloctory N.A. = Not Applicable

FPage 20! 5

FOIA Confidential )

8-12-2002, 3:29

Trastmernt Danosebart

RJWO0061508




!

Case 3:04-cv-00374-JAP-JJH  Document 423-5

Filed 10/15/2007 Page 9 of 11

Sep.13 06 04:417p  BERNSTEIN LIEBHARD 212-779-1424 p.9
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N 1
. 1.22 |Are the projects firmly planned to go ahead - are there any X [The project has progressed 1 FID and is under :
potential show stoppers? lmpbmontmon. Commiitad Shelt funds amount to some $1.5
‘l'he Intended gas injection Into a downflank position of the flat
Plutonin O72 reservolr may pose a potentially serious threat
ol recovery i this Is continued for ioo tong (eg due © LNG
plant delays). This should be modelied morm accurately o
2 COMMERCIAL MATURITY . . -
2.01 |Are the projects ecanomically viable (meninu Group Scr. Cril.| X ough Shell FID was taken, the project does aot fulft Group]
aver range of possible fulure s¢enarios / low case reserves)? project screening crileria. The decision lo go ahead was
. ' . largely laken for strategic reasans and because of the upside
her oil orice scenarlos.
2.02 |Have forecasts been cul off when rales become uneconomic?| 4  |The project farecast is cut off at minimum economic rate (zero
' cash flow). Individual well rales are cut of at waterculs of 80-
S0% when wall Kl starts to fail (no provision for gas Oft in
A : : resent plans).
2.03 |Have the latest Group Seeening / Reference Criteda been N.A. [Sea 2.0%
used?
2.04 |Are assumed prices and costs T (or juabiied I nol)? N.A. [Sea 201
205 [is expoR infrastruciure (Pipeknes, terminals etc) avaliabie of, ] 4 |Y98; sh expuor infrastucture (FPSO, gas Iina to shore) are
not, Is It firmiy planned and fully Included In the economics? incuded In the project ecanomics.
2.06 |is projact financing avallable or can it reasonably be expected| 4+ |[Yas
to be available?
2.07 |Are developed reserves actually in production? N.A. '
2.08 |Haveall proved pas reserves been contracted to sales? N.A. [No gas reserves are carried (yel} in view of the indeterminale
mmolwsdlsposallwmm also 1.10.
2.09 [If nct, can they raasonably be expected ko ba sold in exisling | N.A. i
markets and theough existing / firmly planned faciities? "
2.10 |1 nesther, is there a firm commiiment (g FID) that Suppans | N.A. »
the assumplion and maty a fulure markat? B
1 REASONABLE CERTAINTY . "
3.01 (s theuncertainty rangs of volumelric paramelars and STOIIP | 4+  [No realistic low or high STOIIR estirnates were presanted.
: estimates adequate? Those that had baen prepared wera considbred far 100 narrow
by earlier peer review leams. However, the.SEC 'provad smea’
- leoncept has been sticlly adhered to and this means that
proved STOHPs (some 51% of axpactation) are In acsordance
with guidelines. el
3.02 Jis the uncertainty range of developed recovery adequata? N.A. _ * K
3.03 {is the uncertainty range of undeveioped recovery adequate? O |Proved recoveries are based on {P50) estimatesof ‘proved” -
STO!IPs and P85 estimates of recovery faclors. The lafter i
are derived from suites of allemative scenaro simulalion i
modeis (by SDS for the Plutonio and Coballo fields, by BP for i
the other flelds), Earlier peer raview leams considered thesa
RF ranges too namow.  The combination results in a low
Proved/Expectation reservas ratio of 45%, largely because of
the ‘proved area' requirement of the proved STORPs. A
widening of the RF range Is therefors not ltkely lo have 3 *
significant effect on the proved raserves. Tha approach & in
accordance with the guidelines.
3.04 {Have market / production constraint uncertainties been lakan [ N.A. -
into account?
3.05 iWhnalis rato of field(s) cum.prod. / expectation total recovery? 0
3.06 |Can the field(s) bs considered mature? No
3.07 -| Are proved (developed and lolal) reserves consistent with Yes, fuly.
‘proved areas"?
3.08 {Are proved reservas for elds (or other entiies used for asset Yes
depreciation} added logather afithmetically?
3.09 jAre proved reserves within fiekds (or within entities used for | NLA.
assel depreciation) added together probabilisticall
3.10 [Is any assumed dependency In probabillstic addition N.A.
opriate?
4 GROUP SHARE CALCULATION
4.01 JAre proved and proved devaloped reserves fully produdble + |Allproved forecasts fall within the iicence period {ending in
within the licence period (or its extension if there is 3 legal Apnit 2027).
righl) and within production csilings/constrainis?
“+ = Good O = S3tlsfactory X = Unsathstactosy N.A. = Not Applicable
Angl-Atiaxis, CheckList Page3of 5 6-12.2002, 9:28
FOIA Confidential RJW00061509
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reparls?

4.02 [Ase the Jorecasis required to demonasirate the above condition] 4 he base case BP forecasts present the expeclation volumes
consistent with the finn Base Case presented in the latest but they are based on the same premises regarding
gu anl development scenarios.
4.03 [is the hydrocarbon E%uity share calculated properly (reguiar | NLA,
yO! jon contracts
4.04 lIs \he hydrocarbon PSC enittement Share (net cost oll + profit +‘Fs—anmpmuelass%mou.mm' L il of which
ofl only) alculatad properly? ane fifth {.e, 9% of the bayel} is Sonangol's share. After S
years the cost ofl cailing rises lo 65%. Thae lifotime average
contractor PSA entilernent share for the present expectation
forécast is thus calculated as 91.84%, out of which the Shali
share is 50%, thus net 45.97% of field volumes.
4.05 {Is lhe hydrocarbon Purchase Right share (lothe exlent that | N.A.
economic benefit is derved from production while still bearing
shere of risks and rewards) calculated erl e N
4.08 |Are royalties thal are {formally or customarily) paid in cash N.A. |No royalties are payable under ihe Block 18 PSA contract
Iincluded in reserves? :
4.07 |Ara royaities p2id in kind exchided from reserves? N.A. {No royalies are payable undasr the Block 18 PSA coniracl
4,08 |Are vatumes deliverad free of charge as faes in kind (e.g. for | N.A. .
infrastructure used by thid partles) inciuded In reserves?
Simitanty, ara volumes received as fees in kind excluded from
reserves? :
4.69 [Has historic Group under-or overiil (e.g. compared wilh other | NLA_
co-venturers) been accounted for? i
4.10. [Have gas volumes produced from the reservair but not yet N.A. {Upon stari of production {and when the pas disposal route
s0id {e.g. through UGS, gas re-injection into another reservoir through LNG is confirmed), provision should be madse for
or 3 swap deal with ancther field) been properly maintained In keeping track of any re-injected gas volumes that may be st
reserves? recovarable at a later stage, |
4.11 |Have gas volumes paid for by the buyer but aot yal produced | N.A,
and sold (take-or-pay’ gas) been properdy maintained in
reseryes?
4.12 [Have separate submissions heen mada for Equily , N.A.
Entitternent and Purchase Right volumes?
5  AUDIT TRAILS
5,01 [Are proved and proved developad reseives astimaias up-to + |Allof the present recovery estimates have been prepared
date e . during the second half of 2002.
5.02 |Can raported net Group equity reserves he econciled with + lYes,seeAtt 2 R
Can reserves ¢hanges be recondied with individual fleld + |Yes seo Ait2
changes? : - —_—
5.04 |Are reserves changes reporied in the appropriaie categonies? | -+  |All changes will ba in the category ‘Revisions’,
5.05 |is thete 3 dacument in place describing the OU's raserves O [No; Tha Gsoup guidalines are used.
reporting proceduresi .
5.06 |Are lechnical reports available describing reasons and + A summary report Is to be issued shorlly describing the I?asis
justifications for new reserves estimales in sufficient detall’? for the new reserves esiimates. tn addition, various detailed
reports on the successive subsurface evaluations
(petraphysies, static and dynymic modeiling etc) are in various]
stages of praparation, X Is recommended tha the summary
report will include references to all these detalled reports
{avan if not Rilly completed yet) in onder to provide a clear
gverview of the audil gl
§.07 |Are reports sumbered / indexed proparly and Is there acentrali 4+  |Reports will recelva SIEP / SDS index numbars.
where €0 F— e
5,08 [Is the annual reserves submission supparted by a suthcienty The summary report (sea 5.06) will be fully adequate to fulli
detailad summary nota explaining the reserves changes this purpose. No major changes are foreseen In Ihe coming
{classifiad in revisions, exiensions, sales-in-placa etc) per years, I.e. untit start of development driling. Simpler natas-for
fiedd, with references 1o detsiled reports as appropriate? file should then suffice.
5.09 |Are eleclronic data bases containing both historic O |in view of the small number of flalds, no formal data base has
submissions’ data ardt currant reserves data in placa and been set up, A spreadsheel solution should be fully 2dequate
Laccesslble? to provide the backup for the Group share valumes submitted.
Arrangements should be made by SDAN to standardise tis
spraadsheet as much as possible over the years and to
5.10 {Do these data bases also contain references lo detaded (v}

CONSISTENCY WITH FINANCIAL REPORTING

Treatment Reguested

6.01 [Are proved and proved developed reserves based on | +  |Oil shvinkage faclors are based on proper simulations of
fiscallsed volumes under salss conditions? anticipated surface faclilies' conditions,
+ % Good D = Gatlsfactory X = Unsatiafactory N.A, s Nat Applicable
Angl-At3.zs, Checkiis! Pege 4 of § 6-12-2002, %:23
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N 6.02 ol, NGLs and sales gas reported in thelr appropriate ‘ gas Teserven are carried at this stage. NGL reserves are
categories? unilkely 1o be carried even in the fulyra since the gas will ba
. produced through the ofl facilites and any ﬁquids will be
§.03 [Areawn use, fue), losses el excludad?

6.04 |Are annual Oil+NGL production volumes in reserves N.A.
subinissions consistent with Upsiream sales volumes -
reported inlo tha Finance (Ceres) system? (Ceres line 0933,
rwhich is the sum of line 7385 (Rewand OiUNGL) and line 0871
(= 8462-01 + 8454-NGL for Consolidated Companies + ins
3596 (=.0931-07 + 0932-NGL) for Assoc. Companies).

Proguction is due to start in 20052008, °

6.05 jAre annual gas production volumes In reserves submissions | N.A.
consistent with Upstraam Gas production avaiiable for Sales
{GpaiS) volumes reported into the Finance (Ceru) system?
eras line B130).
6.06 [Are the Pinancial and Reservas accouning of produciion 7 N.A. . . )
sales fully consistent with gach othar also in cases fke ' :
royalties, fees-In-kind, underiift/overlifi, gas re-injection/UGS,
ake-0 as?
8.07 |Are the net Shell share rasarves reported properly a'ui N.A.
- |consistenlly with Finance reporting (100% for consolidated .
Shell companies, with minority reserves reporied separately, : N .
-~ lot actual parcentage if less than 50%)?
8.08 |Are reported proved developed reserves consistent with these | N.A,
used for asset depreclation In Group Accounts?

I Group guidelines should not or not compialely have bem + |Proposed proved reseives ara fully in line with SEC/FASB and“
followed, are resuits siill reascnable / overststed / Group requirements, .

Do the reported proved and pmvad developed reserves + |The SECI/FASB recuirements conlain some conservative -

estirnates give a reasonably accurate reflection of shargholder elements ihat do not laka full account of modem data .4
value? acquisition technolegy. As a result, these requicements may
the industry to carry initlally low praved reserves for new L
developments which do not fully reflect confidence in the
Yessonable certalnly’ of the project -

Weight Score (0-100%)
TECHNICAL MATURITY . 33% 78% . N

1
. 2 COMMERCIAL MATURITY 10% 57% pry v F
3 REASONABLE CERTAINTY . 14% 85% .
4 GROUP SHARE CALCULATION 8% 100% i
5 AUDIT TRAILS 22% 50%
8 CONSISTENCY WITH FINANCIAL REPORTING 1% 100%
7 OVERALL OP"’“ON 11% 100%
TOTAL SCORE ' 100% B84%
i
+ o Good O » Satist: ¥ X=U vy N.A. = Nol Applicabla ’ A i
Angl-All3.xts, ChwekList Puga Sot S 5:123-2002 823 l
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