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1. INTRODUCTION

memmsoftbthoupsoﬂmdgaspxoved:cmespommnmdtheclnngesmthe
figures from year to year ace reviewed regulady by the EP Executive and by the
Committee of Managing Dircctors. The proved resesves status and changes ovet .
time are rcported in the Parent Company Anoval Repons and the United States
Secmncsdexchange Commission (SEC) “Form 20-F” annual report submission.
Pmducuonvohzmesmalsodlsdosedmd\esempomandmtthumdyRcsu!u
Announcement. Purther explanation of all figures is also provided in p:esenmuons ’
made in meetings with financial analysts.

The accuracy and consistency of the production and reserves figutes reporeed are
therefore of significant management concem, not only in their technical evaluation

" but also in theit conformance with applicable regulations and.in respect of Group
interest undet the vatious cotporats arrangements with the EP Operating Compamcs .
(“Asset Holders”).

‘The EP Hydrocatbon Resource Coo:dmatoz has’ the wsponﬂbihty to ensute that
rescrves seporting guidelines, approval processes and dats gathering systems are in
place for the collection and disclosuze of accurate proved reserves information in 2
timely manner. '
The Group Reserves Auditor has the responsﬂ:ilnytovenfy that reserves evaluanons
made for Group annual financial reporting putposes aré in conformance with the
approved procedures and definitions, and he or she acts independently to provide
this assurance to d:cRcscrvesComnntteemd,hcnec,mcEPExccum

‘The Reserves Committee takes responsibility for ensuring that the business controls
pertaining to proved reserves disclosures are adequate and are being adhered to.

Thls guide provides a summaty of responsibilities and authorities as applied during

the administration of retums of hydrocarbon reserves and production, which are
subsequently used as the basis for Group reporting. It refers to the relevant statutory
xules and 1o internal Shell documents which guide the application of said rules by
Shell EP Asset Holders and in which the procedure for compiling the. required
figures is described. ‘Taken in totsl, this documentation, and execution of work
activities in conformance with it, is intended to promote conssstcncymﬂ\e
application of definitions and in the preparation of reports or retumns by all pms of
the Shell EP organization,

. Since information, in particular concerning production, is collected boﬂ\ through the
Annual Report of Petroleum Resousces (to EPS). and through. financial teporting
systems (FIRST: to Group Repoiting, SI-FCGB, and EPF), it if cssential that the
technical and finance functions in the regions and Asset Holdm fully coordinate and

. réconcile their figures prior to submission.

Proved reserves disclosures must conform to the rules and rcgulsuons set by the’
SEC. It is therefore important at all stages leading to the disclosure of these figures
that roles and responsibilities ate agreed and adhered to. This guide is designed to
help meet these objectives and to provide a summary of the controls that are in place
to assute the accuracy of the Group’s proved reserves disclosures.

et
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DEPINITIONS AND THEIR APFLICA’[’ION

Proved reserves are a consnmentpmofdxc total hydrocatbon resoutces in the
Gmp s portfolio: other cawegorics, which are not yet sufficiently matuce as to qualify

for disclosure undes the SEC rules, are probable resetves, discoveréd scope for
tecovery and undiscovered scope for recovety. Definitions of terms relating to all -
hydrocarbon resource vohume cawsgories, inchuding proved seserves, can be found in:

EP yyyy-llOO‘ Perroleuin Resource Volume Guidelines
Resousce Classification and Value Rgaluanon :

The Petroleum Resoutce Volume Guidelines provide a framework for desmbing the
maturation of hydrocarbon resonsce volumes with reference to EP business activities
such s exploration, appraisal, field development planning, feld development and
production operations. The guidelines are updated annually, or less frequently whe.n
updates are deemed not to be necessaty in 3 particular year. Revisions are

for several reasons, including; to take into accovnt evolving guidence from the SEC
on the manner in which its tules should be intespreted; to revise or (more usnally)

" clasify Shell’s further intetpretation of the SEC rules, and; to reflece changes and

clarifications  to resoutce volume. category definitions other than proved rescrves.
Such changes are made only after consultation with senior specialists in the Group.

Iuﬂ\ccaseofmychangnaﬁecnngtheGmupspmvedmmdischmc,me
approval of the Resetves Committee and the EP Chief Executive Officer is required

. and the matter may be refetred further to Group Reporting (SI-FCGB) and/or the = -
" Committee of Managing Directors either for information or apptovnl depending on

the circumstances of each case.

The Petroleum Resource Volume Gmdehnes are the mnda:d reference for all. Shell

EP professionals engaged in the estimation of proved reserves. They are also the
standard against which the Group Reserves Auditor conducts (1) periodic sudits of
the reserves reported by Asset Holders and (2) reviews of the Group’s overall annual
proved reserves disclosure (see 5 below).

Given the foregoing, only those definitions that are directly apphcnblc to the cxwemal
disclosure of proved reserves are Ixsted below:

Praved oil au_md gas reserves, and

Praved developed oil and gas resesves, and

Proved undeveloped reserves

External disclosures of proved reserves must cumply with the rales set by the United

States Securides and Exchange Commission (SEC), Rule 4-10() of Regulation $-X,

produced pursuant to the United States Securitics Exchange Act of 1934, This is

teproduced in Appendix A 2nd it defines all three tezms listed above. As mentioned

previously, the Petroleum Resource Vohime Guidelines (EP yyyy-1100) provxdes
guidance on how the SEC rules are to be interpreted and implemented in estimating
the Group’s proved resetves.

Note: The SEC rules are based on several Smt'emcum."of-Financial Accouating
Standards (FAS) produced by the United States Financial Accounting Standards

_ Board (FASB), notably: FAS19 (1977), FAS25 (1979) and FASG9 (1982).

© * All versions rctain the same BP refecence number {"1100"). prefixed by the year of issue ("yyyy”) -
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(d) Puent comipanies

There are two Parent Companies: Royal Dutch Petroleum Company and The “Shell”
Transport and Trading Company plc. For furthet information on Parent Companies
and other entitics described below, please refer to the Manual of Group Financial
Accounting Policies, section A.30.

() Group (Shell)

‘The Group is the collection of all companies in which the Parent Companies hold -~ -
. mtcmts,umudnccdyormdmdy 'Ithroupnsalso:cfetxedmas“Shell"hemn.

() Group companies

For the putposes of extemal disclosures, Group Companies are compmies in which

the Parent Companies toged:cthavednmcto:mduectconuol thmugh a majority of

the voting tights, the power to exercise control or the ability to appoint the majotity -

. of the management of supesvisory boards. Some companies in which the equity
interest is greater than 50% are treated, by exception, as Associated Companies.

%mmyof&xctemnmng.nnnomyeqmtyshamapmlmnotheldbydxeShell
“Parent Corapanies, this intercst is referred to as a “minority interest shareholding”.

Any significant contribution that minority intetest shareholdings make to the total
proved reserves of Group Companics must be disclosed in Form 20-F. .

(g) - Assaciated eompmies
- For the purposes of exvetnal dxsclosu:cs, Associated Compames arc companies in
which the Group companiés do not have control but in which they have an inteest
(normally this means up to and including 50% of the vonng rights)- in the opmtmg
- and financial decisions of the company. Some companies in which the equity interest
is greater than 50% are treated, by cxccpnon, as. Assomted Companies.

(h) Setvice compmies

‘The main business of-Service Compamcs is to provide advice and services to other
Group and associated companies.

(g) Operating companies (Asset Holdm)

Operating Companies are engaged in various activities related to oil and namml gas,
chemicals, power generation, renewable resources and other businesses throughout
the world. Under the EP global organization and for the purposes of this document,
EP Operating Compamcs arc refersed to as Asset Holders

(h) Group interest

Group Interest is used to indicate the direct and / or indirect proportionate equity
interest held by the Parent Compamcs in a venture ot partnership or company (i.e.,
after exclusion of minority interest shareholdings in Group Companies and third
party interests in Associated Companies).

@) Group share

Group Shate is used to indicate the volumes to which Group and Associated
Companics are entiled for proved oil and natural gas reserves and production.
Group Share of production is also referred to as “net equity production”. ‘Further
information on factors to be wken into consideration when calculating the Group
Share of proved feserves can be found in the Petroleum Resource Volume
Guidelines,

PR
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PROCEDURES FOR COLLECTING AND REPORTING DATA
31 Specific guides

32

. Thctwokcydocumcntstobeusedbythoscresponublcfo:esﬂmungmdmpomng .

proved resecves dats (as wcll as data on other petrolcum tesource volume cawgones)

are;

?)

b)

“Petrolemn Resqu:ce Volume Guidelines: Resource Chs;iﬁmﬁon and
Value Realisation” -~ issued by SIEP-EPS annually, standard reference code EP

- Y¥yy-1100, in which “yyyy” denotes the year of issue (e.g. “20027).

This descibes the Shell petroleum resource volume classification system and
themiesmdg\udehnesdmarembefollowedmtbeesnmnuonofnﬂsnch
volumes, including proved reserves.

“Petroleum esource volumes submission requiremeun for intemal and
extetnal teporting” — issued by SIEP-EPS aanually, standard reference code
EP yyyy-1101, in which “yyyy” denotes the year of issue (e.g. “20027).

This describes the maaner and format in which petroleum resource volumes,

andmpamculuchmgestosmdvolumes,mmbenpmdmnuaﬂyby
AssctHoldm

Mainrepominwhichoilandgaaresmesﬁgmesmmed

a)

b)

EP Resesves and Scope For Recovery

This is an annual internal publicataon in which the status of peimleum resource
volumes ia all casegories is summarized at the Asset Holder, region and EP
level, with commenturies' being provided on reasons for change, trends and
comparison of the Group's performance over time with that of its main
competitors (in the case of proved rese.tve.'-)

Annual Report submission to the US- Securities and Exchange
Commission (SEC, Form 20-F)

The Group results included in SEC Form 20-F include supplemental
information on proved oil and gas resetves. This includes demils of proved
reserves and proved developed reserves at the start and end of the year,
together with an analysis of the changes that occurred during the year. The
data are grouped by geographical area and subdivided into Gtoup Companies
and Associated Companies (in line with the reporting of certdin financial
information under these categories elsewhere in the Form 20-F report). Data
from the previous two years ate also reproduced. ‘These data are prepared by
the EP Hydrocarbon Resource Cootdinator, are reviewed and verified by the
Group Reserves Auditor and the external Group Auditors and aze then
submitted to Group Reporting {see 5 below).

Form 20-F also includes a report of the Standardized Measute of
Discounted Cash Flow applicable to the Group’s proved reserves, referred to

commonly as the “Standardized Measure”. 'This is required under PASGY, in
which certain conditions for the calculation are stipulated.

Page 9 of 25
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In addition a geographical analysis of net equity production of oil, natural gas
* liquids and natural gas per snnum for the reporting year and in previous years
is included. ‘Thesé production data are prepared by Group Reporting from
information provided through the Group Financial Information system
(“FIRST”). The GroupRese:vcsAndmotvcnﬁuthcoonmtcncybctweend!e'
production data so tepdrted and that reported sepzmely by the Asset Holders

as part of the submission of reserves data. .-

The supplementsl information on proved oil and gas teserves is. not audited -
but is subjected to review procedures to assuze compliance with the Petroleum
Resource Volume Guidelines and hence the apphcnblc SEC regulations (see 5

~ below).

0 Parent Company Annual Repon(s)

The Pateat Company Annual Report(s) contains similar information for oil
andgaammthatpmdedfotSECFonnzo-F .

d)  Quartetly Results Announcement

Net equity production, analysed by gcog:aphlcal negpon by quarter, is submitted
to Group Reporting - by Asset HMolders through the Group Financial -
Information system (“FIRST™). These data are not vedfied by the Group

- Reserves Auditor except in the case of the fourth quarter, in which production
for the entire year is verified as mentioned in (b) above. Resetves ate not
disclosed exma]lycxoeptat&xeendofthcymwm\,o:atabouttheme
tifne as, the fousth quattet results.

¢)  Financial and Opemmg Information
This report includes similar information to that pubhshod in SEC Form 20-F.

33 Preparation of teports
Appendix B illustrates schematically the steps leading to the preparanon of net eqmty

p:odhcuon figures for inclusion in the various Quartctly and Annual reports listed in
section 3.2 above.

Appendix C illustrates schematically the sneps leading to the prcpmnon of proved
reserves figures for inclusion in the vatious reports listed in section 3.2'above. The
schematic indicates the activity to be carried out, the action patties and comments to
aid cladity.

Part 1 of the schematic concerns activities that take place dutmg the course of the
reporting year and which focus primarily on the flow of information to the EP
Executive on progtess with proved reserves changes that are likely to be reflected in

. disclosures made at the end of the year. During this period there is provision fot 2

* challenge session on proved reserves changes that axe to be disclosed at cach regional
level, at which senior technical professionals within each region will review the
proposed changes for compliance with the Petroleum Resource Volume Guidelines
and, hence, with the SEC rules. There is also provision for two teviews of status by
the Reserves Committee ~ the fitst taking place in July and the second in October
after, and hence benefitting from the recommendations of, the regional challenge
sessions. The objective of these reviews is to enable the Reserves Committee (and,
where necessary, the EP Executive) to determine or otherwise approve actions to be
taken in relation to proved reserves bookings or debookings that ate to be reflecred
in the year-end reports. _ el —
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Part 2 of the schematic concerns activities that take place after the close of the
reporting year. 'This includes all agpects relating to the collection, quality checking
and summarizing of information submitted by the Asset Holders to the EP
Hydrocarbon Resource Coordinator. It also includes the review and verification of
the proved reserves data by the Group Reserves Auditor and the provision of
information to the external Group Audicors. Finally it summarizes the procedures by
which Reserves Committee membet: approve the pxomd reserves figures for
publication. '

Anappmmmamnmmbl:forallmuesmmdimmdmAppmdnC,amme
deniled version-of which is produced annuallj by the EP Hydrocatbon Resource
* Coordinator in consultation with SIEP-EPF, SI-FCGB (Group Reporting) and SI-
PXXC (External Affaits: Annual Repo:t and Form 20-F production).

In support of the preparation of proved resesves disclosures, three additional
docummsmuscdp\ndyfo:mmaladmtmmmep\xpommdﬁqmmfmed

to in Appendix C:
(@) Reserves RepottmgWo:kbonk

This is aMcroso&Excelwo:kbook,mnﬁg\mdmamndudfomstfoun
Asset Holders and designed to capture information ot all movements and
changes in petroleum resdurce volumes during each seporting year (calendar
yeat). The workbook is also used to collect Standardized Measure, of
Discounted. Cash Flow data, again on a consistent basis across the whole
Group. Awotkbook,pre-pop\ﬂatedwr&nopemngbﬂmcu,ndxsmbuwdm
each Asset Holder by the EP Hydrocatbon Resource Coordinator in Q4 of
cach year, with returns required by mid-January of the following year. The
aggregation of infotmation supplied in this manner constitutes the Group'’s

- global daabase of petroleum resource volumes and forms the basis for, among
other things, its external disclosure of proved resetves.

(b) Opportunities Catalogue

A summaty of opportugities that have the potential to add sxgmﬁant proved
mcxvestothcmvcmorynsmmnmncdbydePHydmmmeesoumc
Coordinator and is used as the basis for pnonnzmg work programmes where.
appropriate. A

(c) Potential Exposure Catalogue

An inventory is maintained by the EP Hydrocarbon Resource Coordinator of
proved reserves in the current portfolio that could poteatially be at rsk. This
generally consists of volumes which were booked previously but which may
not fulfil the present guidelines (which may have been revised since the
bookings were made). Debooking of these volumes is held pending while the
results of imuminent actions or decisions are awaited, for example appraisal
drilling or FID. The catalogue is considered by the Reserves Committee at
least twice annuslly (at the two reviews referred to above), with direction being
given as to the continued booking or debooking of resetves as approptiate
(also with reference to the views of the Group Reserves Auditos).
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4. ANNUAL PRODUCTION VOLUMES

Both reserves and p:oducnon volumes must be quantified at, the same teference
conditions for case of comparison. -

For reservoir engmeenng purposes the measurement of the total physml production

w:thdnwn&omdxcrcsavomuequmedmh estimate the remaining oil and gas

reserves.  However, in extemnal disclosures and in accordance with Shell's general

accounting principles, both reserves and production are spec.tﬁcd as pmducts that are
. aviilable for sale, :

Generally, for liquids (oil and natural gas hqulds), these two volumes (u. those
physically produced and those available for sale) are the same. However, fxequently
for gas (and occasionally “for kqmds) a portion of the physical producnon is
_consumed as fuel (“Own Use”), or is otherwise “lost” through Bating or ventmg to
thé environment (“Losses”). Disclosures of production and reserves must take into -
account volumes consumed in this manner, requiting Asset Holders to maintain
pamﬂddammwﬂsoftbepmdumphymmnyemmed&omtbemsmm(foxm
in reservoir enginecting analysis) and those either actually sold (production) or
expected 1o be sold (resesves) a&umahngducaﬂommforOwnUscandImscs

‘This approach ' is consistent with the definitions -applied for, for example, -Gas
Production available for Sales from own resetves (GPafS), as applied to Finance
' reporting and documented in the Group Financial Information Manual (GFIM).

_ Indwpasntwasmndaxdpmcncefonhe Group to report natural gas sales volumes

in SEC Form 20-F (and other extemnal disclosures) on a-different basis to the

. . production figures listed- in the supplementsl information concerning proved

: reserves.  The former was quoted ar “normal” conditions of temperature and

pressure and notmalized to a reference calorific value, while the latter was quoted at
“standard” conditions and was not nogmalized for calorific value.

Since 2001, this potentially confusmg dxﬁ'etence has been :cmoved and all volumes
are now quovcd as follows:

Not nommalized for calorific valuc, the volume being expressed either i -
standard cubic mettes (Le. at 1013 mbar and 15°C)-or standard cubic feet (x e
at 14. 65 Ibf/in? and 60°F/15.6°C).

e — ~——
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5.  RESPONSIBILITIES AND AUTHORITIES

51 Disclosuse of Proved Reserves and Standasdized Measure

: ThcesdmmofpmvedremvesmdSmndndmdeumuym-endispupmdby
. the Asset Holders in accordance with the Petroleum Resource Volume Guidelines
and submitted to the EP Hydrocarbon Resource Coordinator in January of each
 year. The EP Hydrocarbon Resource Coordinator checks the submissions for
quality and consistency with refefence to the Petroleum Resource Volume Guidelines
befo:epasmgdwdah,plusmmanesmdxefonnuofthecvenmﬂdwcbswe,m
the Group Reserves Auditor for verification.

Disclosures for Shell Canada are finalized by them independently 20d sggregated
_ with the test of the Group data by the EP Hydrocarbon Resource Coordinator.

The aggregate SEC Form 20-F oil and gas rescrves volume summariés are discussed
with the external Group -Auditors by the Group Reserves Auditor and. the EP
Hydrocatbonkcson:ceCoo:dmmronbehalfoftheRemmComm The
:xmmathoupAudxm mKPMGmdeWm:houscCoopezs.

52 Intemal Responsibilities and Authorities
Responsibilities for the accurate estimation of proved reserves md production dan

in line with the Petroleum Resotree Volume Guidelines exist at the following genetic
levelsmtheEPotganmnonmdmdwm'bedmmdgmddms. .

®  Assetteams
® Region/ Asset Holder Hydrocnrbon Resource Coordination function
® Region / Asset Holder Technical and Financial Managemem '

+ EP Plannmg (EP Hydrocatbont Resource Coo:dﬁmo:) :
‘The role and mpomnbahry of the EP Hydrocatbon Resource Coordinator in relation
to proved reserves disclosures are further claborated in Appendix D -

Authorities for the approval of the proved reserves and production figures exist at-
the following generic levels in the EP organization (for simplicity, authonzauon of
production data submitted sepacately to Group chomng is omitted):

¢ Region / Asset Holder Technical and Financial Management
» EP Executive (Chief Financial Officer and Corporate Support Disector).

Asset Holder and / or Regional Technical and Financial Managers ate required to
sign and submit to the EP Hydrocachon Resoutce Coordinator paper copies of those
parts of the Reserves Reporting Workbook that include information that will be
disclosed externally. In so doing, they provide assurance that the information has
been prepared in compliance with the Petroleumn Reserves Volume Guidelines (EP
¥yyy-1100 and EP yyyy-1101) and the Group Financial Information Manual (GFIM).

Accountability within EP for the external proved reserves disclosures tests with the
EP Executive and specifically with the Chief Financial Officer (EPF) and the
Cotporate Support Director (EPS). They co-sign “Letters of Comfor?” to the
external Group Auditors concerning each annual disclosure of proved reserves and
the Standardized Measure, examples of which ate given in Appendix E.

Disclosute by the Group follows the Group’s Disclosure Control Procedures
(beyond the scope of this document).
FOIA Confidential
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53 Reserves Committec
The Reserves Committee consists of the following permancat membm
e EP Chief Financial Officer (EPF)
s EP Corpognte Support Ditector (EPS)
. EP Disector Shell Techinology (EPT)
*  EP Hydrocatbon Resource Coordinator (EPS-F)
e SI Deputy Group Controller (FCG)
In addition, the Gmup Rcsctves Auditor atends’ the Resetvcs Committee i in e

advisory role.

.o TheRcservesComnuttee:cpomﬁotheEPChlefExecumOfﬁcermddlcodzer
+  members of the EP Executive on all procedural matters concerning the disclosure of -
proved seserves, Indusconmt,mdunumdnde,b\umnothmmdto

* To understand, challmgemd ultimately to authorize on behalf of the EP Chicf
Executive Officer the proved rescrves figures that arc disclosed externally,
_ .togethctmthanyexphnauond:mofthnxsmbepubhsbedl

® At least annually, to review internal proccdurca (as described herein) and the
Petroleum Resource Volume Guidelines with a view to determining the need for
revision and to direct such revisions whete necessary.

* To coordinaie felevant correspondence with the United States Sccum‘.les and
.~ Exchange Commission on behalf of the Group Controller.

¢ To maintain an interface with the extetnal Group Audnots.

* To monitot action taken by Ragtons/Asset Holdess or by the EP organization as
a whole in response to Group Resetves Auditor recommendations and to inform
the external Group Auditors accordingly. :

® To assist in the resolution of d:sagrccmcns between authotizers of p:oved
reserves at different Jevels in the EP organization.

ot e e e

FOIA Confidential
Treatment Requested

RJW00122197




Case 3:04-cv-00374-JAP-JJH  Document 423-7  Filed 10/15/2007 Page 15 of 25

EP 2003-1102 -10- o : Confideatial

5.4 Audit of Disclosures of SEC Proved Resetves and Standardized Measure

By their nature, all estitates of proved reserves cannot be subjected to audit in the
conventional sense that is applied to financial information. However, the annual
proved oil and gas reserves and the standardized measore disclosures are subjected to
limited seview procedures. The review of the Standardized Measure disclosure is
conducted by the cxternal Group Auditors. The external Group Auditors also

. review the proved resecves voluine disclosure but rely heavily on 2 more detailed
review that is conducted by the Group Reserves Audiror.

The Group Reserves. Auditor also conducts audits of the principal Asser Holders

_onee every three to five years, or more frequently if waeranted. This regular cycle is
designed to assure that reserves calculations and procedures are being carried out in
sccordance with the procedutes and standards described in the Group Petroleum
Resource Volume Guidelines, which also contain Terms of Reference for the audits.

The miore general Terms of Reference of the Group Reserves Auditor are elaborated -
in Appendix F. A o R

5.5 Schedule of Authorities . ,

A Schedule of Authorities is included as Appendix G. This indicates tesponsibllity
for the preparation and approval of all the formal documests concerned, plus theit
No change to the Schedule of Authorities or to the procedures that underpin it may
be made without at least the approval of the Rescrves Committee, which may refer
mattess 10 other EP Executive members,  the Group Reserves Auditot, Group
‘Reporting, the Committee of Managing Directors, external Group Auditors or
extemnal legal counse] a8 appropriate. N B
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SEC Rules Concerning i’rwed Reserves

United States Securitics and Exchange Commission (SEC), Rule 4-10(s) of Regulation S-X,
produced pursuant to the United States Securities Exchange Act of 1934 _
Mwmwmmdoﬂmdysmmmeumudqmumofmdzon,

natural gas, and natural ges liquids which geological and engineering data demonstrate with
reasonable certainty to be recoverable in future years from known reservoirs under existing

-economic and operating conditions, i.¢;, ptices and costs as of the date the estimate is made. .

Pdcesmdudeconndmnmofc}ungcsmmsﬁngpnuspmdedonlybymnmd
srrangements, but not on escalations based upon future conditions:

® R:mmmmmudaedpmvedlfewmmcpmdudbibtyumppouedbymhnlcmd
production or condlusive formation test. The area of 2 reservoir considered
includes (A) that portion delineated by drilling and defined by gas-oil and/or oil-water
contacts, if aay; and (B) the immediately adjoining portions ot yet drilled, but which can
be reasonably judged s economically productive on the basis of available geological and
engincering: data. In the absence of information on fluid contacts, the lowest known
structural occurrence of hydrocarbons controls the lower proved limit of the reservair, -

@ Reserves which can be produced economically through application of improved tecovery
techaiques (such as fuid injection) arc included in the “proved” classification when
successful testing by a pilot project, or the operation of an instalied program in the
tmoir,pmvides wpportfonhecaginee:ingmdylisonwhich.thcproiectmprognm.

(i) Estimates of proved reserves do not include the following:

(A) oil that may become available from known resmowshuuchmﬂed sepantdyas
"indicated additional reserves”;

B) crude oil, natural gas, and natural gas liquids, thereowcryofwhid\ ls.sub]ectto
’ reasonable doubt because of uncertainty as to geology, reservoir characteristics, or
economic factors;

(C) crude oil, natural gas, and natural gas nq;nids, thar may occur in undsilled proépecl-'-;
nd y

(D) crude oil, natural gas, and natural gas liquids; tlutmaybexewvered from oil shales,
coal, gilsonite and other such sources.

Proved developed oil and gas reserves. Proved developed oil and gas reserves are reserves that can be
expected to be recovered through existing wells with existing equipment and operating methods.
Additional oil and gas expected to be obtained theaugh the application of fluid injection or other
improved recovery techniques for supplementing the natural forces and mechanisms of primary
recovery should be included a5 "proved developed reserves” only aftee testing by a pilot project
or after the operation of an installed program has confirmed through production response that
increased recovery will be achieved.

Proved wndevelgped resetves. Proved undeveloped oil and gas reseeves are reserves that ate expected
to be recovered from new wells on undrilled acreage, or from existing wells where a relatively
major expenditure is required for recompletion. Reserves on undrilled acreage shall be limited to
those drilling units offsetting productive units that arc reasonably cctrain of production when
drilled. Proved feserves for other undrilled units can be claimed only where it can be
demonstrated with certainty that thete is continuity of production from the existing productive

- formatdon. Under no circumstances should estimates, for proved undeveloped reserves be

attributable to any acreage for which an application of fluid injection or other improved recovery
technique is contemplated, unless such techniques have been proved effective by actual tests in
the area and in the same reservoir. .

o —— [P
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Schesmatic of Reporting Procedure: Net Equity Production
Acton party - Activity ~Comments
1) Quanexly .
Region / Asset Holder Repoctng of quartcdy net cquity | © Provided through FIRST w SLFCGB
Finsoce Department . production - (and EPF) '
Group Reporting, SI-FCGB Prepares Summary Prepares dats for Quanery Results
. T - Annouticerent .
EPF Prepaces Summary ] Prepases production suminary fot
- T quarterly EP highlights
Group Investor Relations SI-FT Quartedy Results Announcement » Tlnunnoumementmcluda,by .
3) Quartesty production
. b)\’w—w-d:mpt?d?ncﬁon
" 2) Annwally B
GRA, SI-FCGB, EPF Reconcile net equity production |
. reported in FIRST with that
reported in the annual reserves *
&l{mliqhdm
Gtoup Reportiag, SLFCGB Net equity producdon by contry
: for ‘SEC Form 20-F and
‘Financial and Operating
- _Information’ :
GRA. Group Reserves Auditor
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Schematic of Reporﬁng Procedure: Proved Reaexves .
' Pnni.l'ﬂmmd\eendolmenqmdng\’m
~ BP Executve Establish target Proved Reserves
_ December, previous year Additions and target range for
the repmiﬂng yeat
Resctves Committee Review of previous year's. Detetmine need for changes to process
Pebrusry disclosure process “and / ox guidelines, To include
. : contideration of GRA
recommendations.
Regions/Asset Holders, HRC Maintain Latest Estimate (LE) of |  Vis EPMIS.
Momhly o Proved Reserves Additions Repott to EP Eiecutive monthly.
Rsmquommmee,HRC : Mié-ymmnnlnm. ) m&mﬁmmspec}fynm
July Opportunitics leogue and required for year-end reporting.
] Pownm! Eq Catalogue. “To include GRA comments.

HRC, GRA Update Perolcmm Resouros ] Distibued w all Regions/Asset
September, October Volurnie Guidelines (repors Holders and made available on the EPS -
’ EP yyyy-1100 and EP yyyy-1101 Planning intemal website

[ .
Regions, HRC, GRA Regional Reserves Chullenge Scmnnhcpmposednewboohng:md
Scptember ‘ sessions balances fot (continued)
compliance with guidelines on ptoved
reserves,
N l .
HRC Distribute pre-populated
Ocwber Reserves Reposting Workbooks
to Regions/Asset Holders
: . I - .
Reserves Committee, HRC Q4 Review: Review LE, Resesves Committee to specify actions
Potential Exposure Catslogue To include GRA comments. .
and outcome of Regional
Reserves Cha{lgge sessions
HRC Advise Regions/Asset Holders of
October Reserves Commitree decisions on
proved reserves bookings
. | [ -
HRC; Regions/Asset Holders Agree detailed procedures for
December implementing Reserves
Committee decisions on reserves
bookings

" Continued on the following page

A detsiled timetable is prepared ansually by HRC in consultation with SIEP-EPF,
SI-FCGB (Group Reporting) and SI-PXXC (Bxtemnal Affaits).

HRC: EP Hydrocatbon Resource Coordinator

GRA: Group Reserves Avudit.or‘
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Regional management
Jaovary, weeks 1 & 2

HRC, GRA
Janvary weeks 2 & 3

HRC, Reglons/Asset Holders
January week 3 )
HRC A

Janvary weeks 3 '&~4

HRC, GRA, SI.FCGB
Jauouary week 4

HRC, Reserves Committee
January week 4

GRA, extemal Group Auditors
End of January

' GRA, HRC
End of January

HRC on behalf of Reserves
Committee, GRA

End of January

HRC, BPS

Early Pebruaty

" HRC, extemal Gronp Auditors
Early Februaty

HRC
Early Februaty

HRC, EPS
End of May

e . L WA im—mi s e MRMNA = ey o

Continued from the previous page

Appendix C

R . T T S T ey

Notification of reseeves

T

Chnt‘y and challenge .
Region/Asset Holder
wbmlamm 28 required

1
wademmnqduummul
Group Auditors for review

Agree final production data

I

Preliminaty report and

tation to EP Bxecutive

Agree final proved reserves for

mmnldtsdomre

Present final reserves to Reserves

Commiteee (and EP Bxecutive if |

necessary)

_— L.
Final report to EP Executive and

CMD on year-end proved
___reserves

|
Agree final Standardized Measure
data for extemal disclosure

“Parent Company Annual Repott

I
EP Reserves and Scope For |
Retovery

Filed 10/15/2007 Page 19 of 25
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Part 2: After the end of the Reposting Year

Remveshpomng\ﬂorkboohphud
on EPS global server ot e-mailed to
HRC.

- Verify that changes seported fot the

yeas can be supported.

1F required.

Production reported in the Reserves

. Reporting Workbook must be
. consisuentwithﬂkﬂrepoxﬁng.

Note fo:Dhcmmnplmpamnmm ‘

- NB: preliminary figures

Declaration of satisfaction with the
figures to be reported at year-end for

_proved and proved developed reserves.

EPS & BPP sign “Levier of Comfort™
to extérnal auditpn,‘:ent via SI-FCG -

Report and Presentation of proved
reserves information to external Group
Anditors and Deputy Group Controller.

Note for Information plus presentation

if required.

_EPS & EPF sign “Letter of Comfort”

to external anditors, sent via SI.FCG

Reserves figurcs passed to SI-FCGB.
Including copy of initialled schedules

. from external Group Auditors.

Reference feport descrfbing changes in
Group Hydrocarbon Resources during
the ceporting yeat.

A detailed timetable is ptepated annually by HRC in consultation with SIEP-EPF,
SI-FCGB (Group Reporting) and SI-PXXC (External Affairs). _

HRC: EP Hydrocarbon Resource Coordinator

GRA: Group Reserves Auditor
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EP Hydrocatbon Resousce Coordinator: Accountabilities

‘The EP Hydrocarbon Resoutce Coordinator reporss (inditectly) to the Corporate Support

Directot, EPS. He or she ensures Mhydmatbonmomvohmcmmentmdmyotdng.

prictices are aligned with the Petroleum Resource Volume Guidelines (EP yyyy-1100) and related

documentation (EP yyyy-1101 and EP yyyy-1102), that proved rescrves estimates comply with

the relevant accounting standards and regulations (ie. as defined by the SEC), and that fomre

'cimgesmdwhydtocatbonxesomvolummuchcmgorymesﬂmted commensurate with -
. theroqwremmts of buunes;planmngwxdnnEP

Accountabilities (in relation to proved xmrves)

( Deliver a realistic view of proved teserves additions dutcanbcexpecmdtoresult from
duewmﬂhydmwbonmammﬁonpwmsaspmoﬂmdcomismwidmheopﬂmmd
EP business plan. .

®) Deﬁvetammpmgmmpom(buedondnampplmdePWS) of short-term
" reserves matusation (proved reserves additions) in close cooperation with :eg:om!
muugunmtandm%umfodpomm

© Mainwin inventories of proved reserves bookings that are pommlly under threat
Gmnﬂkum&m&mbgue)mdoppommmﬁdmmepmdxm
base (Opportunitics Cnmlogue)

R (@ Provide systems that casure the &mdy and mm collection bf information ‘on

- petroleum respurce volumes from the Asser Holders. -

) Compile and submit quality-assured internal and external reserves reports.

(t)f Maintasin Petrokum Resource Volume Guidelines (EP yyyy-1100) and Sulmnmon
quwemenu(EPyyyy—thl)dngmtobeusedwndmd\thoupmdwluchdmto
ensure that Shell’s practices are aligned with seatutory stmdards, internal needs and

industry practice,

®  Analyse hydrocarbon maturation performance vmm target and (perceived) potential, the
lateer in close cooperation with appropriate technical ‘specialists in the Group.

() Maintsin interfaces with the Group Reserves Auditor, EP menagement, "regional
organizations, Asset Holders and Finance. In particular to act as a figst point of reference
for any topic related to proved reserves. that requires considcration, clarification or
approval of the appropriate cousse of action to be taken. This includes the approach to be
taken in the reporting of significant proved reserves changes and points of clarification on

the interpretation and lmplcmentanon of the appropriate rules.

()  Maintin external interfaces with extetnal Group Auditors and the SEC-

()  Provide ad boc input 1o Growp Control, Investor Relations, Group Genersl Financial
Accounting Policies (GFAP) ot other internal interfaces as may be required from time to
time. -

()  Monitor developments on resource reporting in the industry (SEC, SPE, etc).
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3 Fabruivy, 2003
—
mmmmm
A.L:“‘.J.\.:m
25170 THE HAGUE
Dn-s.;.
In cormection Wil your mmnmdnmumm
[ m mbhbﬁ
w
mMﬂmm made 1B You KNG your review:
1. w;uwm.uhummanummum
montionsd

' ‘mmmmbummmbmnmmmmmm
the Womalion of of and inchaded
nma 938 reserves n e supplemantary
mmmm:uanmmb cm« vuom
MM!MM\MW-&M “ .

Yours faltly, -
- ﬁummuwuﬁmw i

Frank Cogp
Chief

[
s
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Letter of Comfort: Standardized Measure

®
7
{

i
)

of dscoumed Ul et cash flows and thersin, natursl
o o it s s 0 sy b
accompanying the fnancial stakments of the Royat Dulcivahel Group of Companies,

il
%;
:H

I

o mmmmmmmmmmm
1. and roviewed -by. ampioyees heving appropriale. sxpwience and quaiifications for
. . Mu&uummmm ’

mmmmbwmuuwmmmmmm
Slandardized Mezsure Information inckuded In the- supplamentdry INormtion

Lo~

™ )

Mbm .
mm mzmanmmumc—m.uum
partaipate directly in the estimation of mm

In onder to prepare tha infonmation in mwmnwe’m
hire conditions are muummm commercial and
pmerbed poll::. "

measure of nm mﬂmmmmlm-mm
hham.do mm anciher becavae the mmmmm

Yours fakthully, B
- Shell Inbornational Explosetion and Production B.Y.
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Group Reserves Auditor: Terms of Reference

TheerpReauvuAudmuepmudmdywtbcEPC}uefFinmmlOfﬁw(BPF)bmm
independently in:

1.

The auditing of submitted Proved Ruerves of Regons/A;m Holders byvlsm to those
naits.

The Rescrve Audits verify that all the required processes are in place and adhered to which
ensure that the reported Group share Proved Reserves are estimated in accordance with
the most recent version of the Group. Petroleum Resoucce Volume Guidelines. The andits
address the Technical Matusity, the Commercial Maturity and the ‘Reasonable Cernainty® of
the reported reserves and also verify that the Group sharte calculation and the consistency
with Finance reporting are in ozder and that appropriate sudit trails are in place.

A report is prepared for each Reserves Audit that is addressed to the Chief Executive of
the Region/Asset Holder concerned, to the EP Chief Financial Officer (EPF), to the EP
Corporate Support Director (EPS) and to the external Group Aunditors. Copics are sent to
selected individuals in the Region/Asset Holder, the EP Internal Audit function, and the
Hydrocatboa Resource Coordination function in EPS and to the external Group Auditors.
Ammqofdxeynfuuduﬁndmyhmdudedmtbeend—y&r&ouykmesAu&m
report.

HmRemveAu&sfoxmpmofmmmnwahn,mingummdn&cqmncyof
one audit every four years for each Asset Holder. Terms of Reference for these andits are

mbefomdintthmumeolmchsmVolnmeGuMna(EPym 1100).

-Ductolocalrumcoons,theGmupRcmesAudlmdocsnmmdu:hemces

reported by Shell Canada,

Wimusnngmdvmfymghacmdnﬂon of the Gmups ProvedRcsetvu at the end of
each year for.inclusion into the Group Annual Reports and the SEC Form 20-Frcponon
the basis of information supplied by Regions/Asset Holders.

In this task the assembled data as received are audited in cooperation with represeatatives

- of KPMG Accountants (a5 external Group Auditors). Chsnges compared with the

previous year are reviewed and their reasonsbleness is assessed on the basis of the
information’ avajlable. Where necessary, addiuona! information is requested ﬁ'om the
Regjon/Asset Holder concerned.,

Production volumesﬁmﬂzetepotmgymmoompnedfo:mtmcywnd\ dara
supplied via the Group financial information system (FIRST) to Group Reporting.

At the end of this process 2 Reserves Auditor Report with Auditor findings is written to
the external Group Auditors, the EP Chief Financial Officer (EPF) and the EP Corporate
Support Director (EPS). It is copied to the EP Chief Executive, The Chief Financial
Officer and Corporate Support Ditector thereupon release the “The Letter of Comfort’,
addtessed to the external Group Auditors (KPMG and PWC). In additon KPMG
Accountants issue 2 note with Supplementary Inforrnation to the Group Auditors (PWC).

The Reserves Auditor Repott is also presented and discussed in 2 meeting between Group
Auditors (KPMG, PWC), The Deputy Group Controller (SI-FCG), representatives from
SIEP Corpotate Support / Hydvocarbon Resource Coordination and the Group Reserves
Auditor at the end of January,

The provision of general advice with trespect to Petroleum Rcsourcc Volume Guidelines
and Procedures.

Petroleum Resource Volume Gu:ddmes are in principle reviewed and, where necessary,
updated annually by the EP Hydrocarbon Resource Coordination function. ‘The Group
Reserves Auditor will provide advice regarding the changes proposed. He ot she may also
be called upon to provide other advice regarding issues that may asise from time to time
with respect to Reserves rcpomng methods and procedures.
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Schedule of Authotities: Proved Reserves and Standardized Measure
Based on EP 86-0725 (1986),npdm=d 1996, 2002 and 2003

" Title of document ot activity

Rupomible Rﬂpondbln

Rinal .
submission for
" useto

ot Piovdkuuvukepluenﬁnl‘arg&c&dng .

2 RmvuAuduRepom(Repon/Atholdu
. audits)

¥ ngumMmgunmdezpmngGmdd:m
4) Process, responsibilities, definitions,
mqnw
. b) Technical methodologies

9 MsmntdAdngeoptovedmdpmdl

4 Annusl reserves remm from WM/MK
Holders

5 Audnmilmmppono{annmlmmm
from Asset Holder.

6  Preliminary report on year-end proved reservesto

EP Executive
7  Reserves Audivor Report
8  Standardized Measure Report

« Region / Asset Holder annual submission
(togetber with proved reserves — see (4) above)

' Pupmﬂnn Appronl
HRC EP
Executive

GRA

- EP Regions
/Asset Holders'

EPS, EPF,

" . Regions, Asset

HRC,GRA Reserves
Committee

HPT/T&OE. EPT/T&OE

GRA, HRC Reserves
Committee

RegmlAH _ Region
Technical Technical

&Finance  and Financial
functions . Management

AssetHolder  Region /
SeniorRE  Asset Holder

Holdesrs .

Asset Holdets

SI-FCGB and
" Asset Holders

GRA, HRC

Region /AH
Technaical

. BP Executive

Remv' es
Commitree

PE Manager
(ox equivy) -
HRC Reserves
Commirtee
'GRA
Region/AH  Region -
Technical - Technical

&Finance and Finandal

© 81-FCGB
Group Auditors

S1-FCGB

funetions  Management
- Group submission to SEC Form 20-F HRC EPS, EPP

9 Proved reserves & Standasdized Measure “Letters GRA EPS, BPF
of Comfort” to external Group Auditors.

10 Statemeat of crude oil and natural gas reserves for HRC Resetves
inclusion in Annual Report submission to the US Committee
Securities and Exchange Commission (Form 20-

P) and other Parent Company publicly disclosed
Teports.

HRC: EP Hydrocarbon Resource Coordinator

GRA: Group Reserves Auditor

AH: Asser Holder
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