Case 3:.04-cv-00374-JAP-JJH Document 364-6  Filed 10/10/2007  Page 1 of 65

+ Shell’s equity share after acquisition includes:

0 6.5 refineries (Equilon 4, Motiva 4 plus Deer Park)
O 15,400 service stations (22,000 total)

O 12% lubes market share (post PQS)

O 28,500 miles of pipeline

O 92 terminals

« Purchase price included $2.1 bln in cash, assumption of $1.4 bln in debt
and $0.3 bln of pension liabilities

e Transaction closed in February 2002
« Increase in capital employed - $3.8 bin
*  QOverall goal is to achieve 12% ROACE by 2004

« Synergies arc estimated at $400 min...$300 mln in cost savings achieved
through ...simplifying the business, focusing on one brand, and
elimination of duplication and implementation of best practices. $100 min
is to be achieved through reductions in cost of good sold and in increased
revenue. Today synergies YTT) are approximately $129 min.

o Eslimated cost of re-branding exercise (spread over 3 years) - $530 min

e [stimated nwmber of service stations closed — 15%

¢ Can use the Texaco retail brand on an exclusive basis until June 2004

¢ Can usc the Texaco retail brand on an non-exclusive basis until June 2006
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6.0 Pennzoil Quaker State acquisition

NOTE: SITUATION IS FLUID AND MAY CHANGE BEFORE
WEEK OF SEPTEMBER 16™ MAETRIALS TO BE UPDATED
AS REQUIRED

Key messages

» This transaction is anothet step in the implementation of the global Shell
Oil Products strategy, which seeks to extend Shell’s sustained downstream
leadership outside the US into a global position.

» By purchasing Pennzoil/ Quaker State, the largest independent lubricants
organization in the world, Shell is achieving a step change to its US
lubricants portfolio and becomes a leading US lubricants marketer.

« Combined with Shell’s existing strong lubricant sales and distribution
network outside the USA, the acquisition should position Shell as a global
leader in lubricants.

¢ Shell anticipates achieving benefits from combining its brands fully, both
in the US and selected markets globally.

» Shell has a demonstrable track record of this as evidenced by its leadership
in customer preference surveys (outside the US).

¢ Pennzoil/Quaker State brings both a strong line of brands in the car care
business, a significant network of Quick T.ube sites in the US, competent
employees; sales in around 90 countries, and a share in 10 blending plants
around the world.

o Anlicipated closing date - 20 half of 2002 [Info - signed consent degree i
with FTC on 3/9...expect to close the later part of this month, but this is | )@
not public knowledge]. If asked where the negotiation currently stand
with the F1C, all we have said publicly is that we are continuing to work
closely with the FTC in response to their second request and continue to
believe that the transaction will be closed during the second half of the
year.

e Inaddition to the obvious challenge and issues associated with integrating
the PQS and Shell US Lubricants businesses, efforts are also underway to
develop a global lubricants business within Shell building off the successes
yiclded during similar activities with Marine, LPG, and Aviation. As’
such, all activities within the Shell/PQS US integration are being delivered
in concert and consistenl with the move to a global lubricants organization
and business focus. This will yield additional benefits to this acquisition
by ensuring global leverage of the PQS brands and competencies.

e Where do we currently stand
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O Organizational design is complete.

O Leadership (L1/L2/L3) positions announced with plans to complete
through 1.4 by day of close.

O Transition teams established to determine Day 1 requirements. Focus of
Day 1 activities will be to assure smooth transition for all customers and
employees.

O Efforts also underway to validate and plan for capture of the $140 MM
of announced synergy benefits.

Key facts/numbers

FOYA Confidential

All cash deal at $22 per share

Cash — $1.8 bln

Debt — approximately $1.0 bln debt

Anticipate capital employed increase - $3.0 bln

Total pre-tax benefits estimated at $140 min, which should be achieved by
2004. Bencfits can be broken down into three components:

o Cost of goods sold - $50 min (e.g. reduction in number of
blending plants and addilive savings efc.)

o Operating Costs and Overheads -- $65 min (¢.g. combination of
administrative functions {staff reduction]

o New Growth Opportunities -- $25 min

Total benefits can also be broken down geographically with $100 min
expected in the US and $40 min outside the USA. Please note that these
benefits are in addition to the average annual cost reduction target of 3%
for Qil Products.

Transaction and benefit implementation costs are approximately $100 min.

We expect that there will be reductions in the total number of staff in the
combined work force of Merlot and Cabernet of 15-25%.

Estimated market share of global lubricants market for Shell is 9%, PQS...

3%

Market share of the US passenger car motor oil market for POS is 36%, for
Shell, it is 3%

In the US, Shell has a 15% share of the diesel lubricants oil market

Global number of base oil plants for Shell is 16...PQS...1
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e Production from Enterprise in Q2 totaled 241 k/boe, 210 from oil
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7.0 Enterprise Qil

Key messages

Why did you buy Enterprise

O It was an opportunity with excellent complementary fit - e.g. UK,
Norway, Brazil

O Nincreases our exposure to fiscal regimes that are favourable in times of
higher oil prices - important in balancing the portfolio and improving
returns across the cycle

O We are the best placed company to extract synergies, not only do we
have great overlap, our experience in North Sea means we are cost
leader there and can apply our skills to Enterprise

O In total some $300 million of synergies — which we are moving fast on
delivering

O With 1.5 billion boe of 2P reserves it means we paid $4/bbl
O Deal was carnings accretive in Q2
O And it1s cash accretive now (and at $16 a barrel from 2003)

The transaction was completed in very quick time, integration is
proceeding equally quickly and successfully

All quantitative statements made at the time of announcement remain
valid [Refers to staterents on production, reserves, synergies,
amortization of purchase price premium, earnings and cash flow
accretion, capital employed, EP & Group ROACE, debt]

Enterprise was consolidated into the Group’s carnings in the second
quarter of 2002

Key facts/numbers

Enterprise acquisition increased capital employed by $7.5 bln in Q2, 2002
Enterprise contributed $56 min to carnings in Q2
Cash flow from operations in Q2 2002 exceeded $200 million.

Special charges of $68 million were taken in Q2 relating to severance and
office closures.

Additional depreciation was $240 million ... this included some $150
million related to the amortization of asset write up following acquisition.
The after tax effect of this was about $70 million ... broadly in line with the
$300 million annualized figure we gave.
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Q2 performance, 2002

Key messages
y g

Results and the performance in ()2

o Robust profitability delivered year to date, in a very difficult downstream
environment
s ROACE is within 13-15% range
¢ Clear where we need to focus in the near term to continue to deliver
against targets
o costs across the businesses, target 3% reduction in unit costs
o delivering benefits from acquisitions
o portfolio tail ($7 billion)
Capital discipline -
« Capital discipline framework remains firmly in place, no changes (project
screening and portfolio criteria)
o

Increase in capital employed is driven by acquisitions, exchange rates and
crude price movements; all consistent with stated strategy, increase in
itself not a particular concern

Volume growth in EP

In Q2 2002 we recorded an §% increase in volume over the comparable
quarter in 2001

In the first 6 months ot 2002, excluding the eftects of Enterprise, we have
recorded a 1% increase year on year. On this basis we will achieve our
target for the year of 3.8 million boe/day.

Including Enterprise we expect the increase to be around 4.5%

‘This recognises both the Opec quota restraints (Abu Dhabi and Nigeria)
and the operational problems incurred in Q1 and Q2.

UJS downstream business improvements (not apparent)

We have been making good progress on the underlying activities that will
lead to improved financial performance; these include

o Rebranding the retail network, while applying our global approach
to marketing and operations

o Improving reliability and integrity of refining operations

o Integrating the Equilon / Motiva organisations, reducing the cost
base
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o Ensuring that US activities are fully integrated into our global
businesses where relevant

o Progressing the Pennzoil transaction, concurrent with set up of the
global lubricants business

¢  We remain committed to delivery of the target ROACE in US OF of 12%
by 2004

Cost reductions

+ Change of emphasis from the ‘blunt instrument’ to the productivity based
approach

e Challenge is significant, particularly given the current level of
competitiveness in our businesses after the 98-01 improvermnents: we are
already industry cost leaders in many important activities

¢ Chemicals and EI’ are making good progress on unit costs.

¢ Qil products manufacturing hit by the high level of turnaround activity,
some of which was unplanned

¢ Focus is on operational excellence, doing what we do well, and delivering
on the various integration projects

e Comunitled to deliver over the next 18 months

On a specific challenge about progress against the annual equivalent target of
$500m

o  We have achieved around $140m in the year to date, a combination of
the unit cost savings plus contributions from US OF, the DEA joint
venture and Basell.

o Qil Products is the business that contributes most to the $500m in
ahsolute terms and this will be where our focus will be in the
remainder of the year.

Note: The $140m is derived from:
e EP.. $31m (actual ligure)

o  OP...%3m from unit MT and MK costs and U5 cost synergies (actual) plus
$35m from US revenue synergies

e Chems...$70m (half of a full year latest estimate which is currently $140m)

Key facts/numbers
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Operational data
T QUARTERS T HALF YEAR |
Q2 Q1 Q2
Yo+ 2002 2001 %

2002 2002 2001
thousand b/d

783 552 531
1,084 1,120 1,146
441 417 404
105 110 9
2413 2,199 2,177

million scf/d **

2844 4,572 2,945
3,223 3625 2,988
1,665 1,567 1,604
654 692 624
8,386 10,456 8,161

million scin/d #+%

81 129 83
n 103 85
47 44 45
18 20 I8

237 296 231

million tonnes

176 244 192

$/bbl
1950 26.18
1774 2327
1921 25.66

23.52
23.28
23.48

$hhousand scf

CRUDE OIL PRODUCTION

Europe

Other Eastern Hemisphere
USA

Other Western Hemisphere

+11

NATURAL GAS
PRODUCTION
AVAILABLE FOR SALE

Europe

Other Eastern Hemisphere
USA

Other Western Hemisphere

+3

Europe

Other Eastern Hemisphere
USA

Other Western Hemisphere

+3

LIQUEFIED NATURAL GAS (LNG)

-8 Global equity NG sales volume

Realised Oil Prices
WOUSA

USA

Global

Realised Gas P'rices

thousand b/d

668 553
1,103 1155
429 404
107 100

2,307 2212 +4
million scf/d **

3704 3,920
3,423 2878
1,616 1,596
673 640
9416 9034 +4

million sem/d ==#

105 111
97 82
46 45

19 18

267 256 4

million tonnes

420 428 -2

$/ubl
21.54 2554
20.62 2375
21.38 2524

$/thousand scf

207  2.10 229 WOUSA 2.08 2.5%
| 347 236 494 USA o 294 627
{7
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239 214 2091

* Q2 on Q2 change

QUARTERS
Q2 Q Q2
2002 2002 2001

thousand b/d

1,642 1,801 1416
908 942 1,007
1,085 1,084 689
202 360 345
3837 4,187 3457
2970 27757 2,199
779 721 672
1,980 2,140 1,898
855 800 692
812 808 704
7396 7226 6,165
5284 4,811 4,648
12,680 12,037 10813
2,143 2,191 1,844
1302 1256 1275
2239 2,108 1,342

777 759 820
935 912 884

$ miflion

1,010 810 912
528 384 423
1,203 1,038 1390
13 84 69
2,854 231 6 2794

* (92 ou Q2 change
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+11

+20

+17

+2

Global

*+ gcf/d = standard cubic feet per day
#** gem/d = standard cubic metres per day

REFINERY PROCESSING INTAKE¥#
Europe

Other Eastern Hemisphere

uUsa

Other Western Hemisphere

OIL SALES**
Gasolines
Kerosines
Gas/Diesel oils
Fuel oil

Other products

Total oil products***
Crude ol

Total oil sales

FEECOmprising

Europe

Other Bastern Hemisphere
USA

Other Western Hemisphere
Export salcs

CHEMICAL SALES - NET
PROCEEDS§****

Europe

Othet Fastern Hemisphere
USA

Other Western Hemisphere

#4 2002 pumbers include 100% of Equilon (now Shell Oil Products US) and 50% of Motiva volumes.
The 2001 numbers have been presented 1o include the ownership interests in the volumes prevailing at
that time. Details of this and other npdates to Ol Products volume reporting can be found on Shett's

website at www shell.com/investor.

18

226 333 ]

HALF YEAR
2002 2001 Do

thousand b/d

1,720 1377

925 1031
1,085 654

281 363
4011 3425  +17
2864 2,137

750 673
2060 1918

821 12

810 680
7311 6,130  +19
5048 4,381
12360 10511 +18
2,166 1,860
1,279 17242
2,174 1,280

768 810
924 923

& million
1,820 1,934

912 815
2241 2823

197 146
5170 571

5718 -10
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9.0 Q23,2002
! Key messages

~» Oil prices have remained high, Brent average over $26, although US gas
prices have fallen from Q2, averaging around $3.00. Opec quota
restrictions remain in place... - bar ATl fuaa Selaorg duon (‘??—e)- %) 1_«24»7?--\)

-« Refining margins have remained under pressure in all regiom,
particularly in Asia and on the US Gulf Coast where the heavy light crude
differential has remained below historic Jevels as Opec limits heavy crude
volumes to maximize revenue. Margins in Q3/02 to date were lower than
in Q3/01 in all three regions.

« InQ3, EP'will recognize the UK tax changes in accordance with the
" relevant accounting rules. The ongoing quarterly impact will be from $35
min to $45 min (_:l_gpending on exchange rates and oil prices. In Q3 there
will be an incremental charge of around $320 million reflecting a catch up

for Q2 ($45m) and the impact on the deferred tax balance ($275m).

= Through August,'industry~markcting margins slightly reduced in Europe
and in the' US.

Key facis/numbers

ycar [Quarlers rounde % change

to date]Q3/02 Q2/02Q3/01Q3/02 vs Q3/02 vs

average Q3/01 Q2/02
Brent {dated )oil price $/bbl 23.90§26.23 ##HH H##4 3.7% 47%)
WTI (West Texas Intermediate) oil price $/bbi 24.86)27.61 HH#d Hid# 3.2% 5.0%
Henry Hub natural gas spot price $/mmbid 2.991 3.07 340 2781 104% -9.7%
Refining margins:
- Brenl co'mplex, Rotterdam $/bbl 0.33] 0.74 0.30 1.08} -31.8% 145.6%
- Arabian Light complex, Singapore $/bbl 0.16]1-0.19 0.25 051}F137.0% -175.6%
- WTS Coking, US Guif $/bbl 2671233 295 3.70] -371% 21.1%
- Breot hydroskimming, Rotterdam $/bbl 0.54] 0.57 050 0.75}] -23.9% 14.2%
- ANS Coking, USWC $/ohi 4.05) 3.26 3.85 7.801 -58.3% -15.4%
Chemicals prices;
- Cracker Gross Margin {Chem Sys Qu EU Aver §4 N/A] N/A - 201 288 nfa n/a
- Ethylene (FD NWE Qtr Contract) $n 458} 491 427 528 1% 15.0%
- Propylene Polymer grade (FD NWE Qtr Contre $/t 3921 450 399 382 18% 12.8%
- PP DELTA (Rafia PP - Propylene, FID NWE)  §/1t 213) 137 278 273 -50% -50.6%

Naphtha (Spol CIF NWE) 1 211 230 217 206 . 12% 6.1%
20
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100 Miscellaneous topics

Key messages
Acquisitions

e Acquisitions are an important part of our overall portfolio development
strategy

e We will take opportunities as and when they arise, subject to normal
economic criteria and strategic fit

+ ROACE target range 13-15% is “sacrosanct”, and we will not jeopardize
AAA “by accident”

» We retain financial flexibility to take advantage of opportunities that may
arise

«  We never comment on specific opportunities

$7 billion of priority attention assels

¢  We have identified these assets internally and each has either an identified
improvement programme or plans for portfolio action, with regular
managemenl review

o Basell is making good progress, on rationalising the portfolio, reducing
costs and in delivering value to customers: together with BASF our focus
here is very much on “fix’

o ‘The InterGen management team is responding to changes in the business
environment, limiting new developments and changing emphasis towards
operational excellence (see separate Q&As on InterGen)

¢ [tis a normal management process for asscts to be in this category, we
expect some businesses lo improve and others will require portfolio
action; the process of portfolio upgrade and renewal is continuous

Reserve replacement ratios agannees /(/) - bt \:
’6\,{' ,-1\061(,-1-'f7,7 )

e

¢« Weaim Lo replace production over timae

*  We recognize reserves as we take project development decisions, these are
lumpy but we are confident we have a series of attractive projects
currently maturing towards that decision

+ 2002 higures will include the Enterprise acquisttion

e In the next 6-12 months we are aiming, to take decisions on Kashagan,
China and Sakhalin, as well as smaller projects in the North Sea, Gulf of
Mexico and in West Africa.

21
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[Note: Data from EP, not for use externally]
O Kashagan: We expect first booking in 2002 (380 MMboe) with
considerable upside for future years depending on project progress.
O Erha: We have booked already (166 MMboe).....may not want to admit
this externally.
O Angola: 33 MMboe already booked, possibly up to another 100 MMboe
this year following project sanction.

O Nigeria 4/5: Reserves available for this project are currently under
review. Nothing planned for 2002.

O Sakhalin: We expect to make first booking on Piltun/Lunskoye in 2003
at project sanction. Volumes not yet firm but should be significant (some
400 MMboe)

(O Ormen Lange : Planned for booking in 2003 if it makes FID (120
MMboe)

‘ () China West-Easl upstream: Planned for 2003 (110 MMboe)
O Bonga SW: Planned for 2003 (70 MMBOE)

Gearing,
e Has increased in line with investments made, o the lower end of the
desired range of 20-30%
! e AAA rating remains an important differentiator for us
o Underlying business remains strongly cash generative, ensuring we
! retain flexibility to take advantage of opportunities if they arise
share buybacks
e Our share buyback programme will continue.
¢ The programme is reviewed by the Boards regularly in light of the
business environment and the underlying cash generation and needs of
the businesses.
¢  We do not make specific projections regarding the programme in any
immediate period

S&P 500 ejection

o The recent change to the 5&P 500 Index was not a result of any actions
by the Shell Group
« ltwasatechnical change to the composition of the index which led to

the 7 non 1S comparues (like Royal Dutch Petroleum) which had been
included being replaced

1~
[~
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» Disappointed with the decision, and cannot see the rationale in the case
of Royal Dutch

e Not possible to predict either short or Jonger term effect because there
is no precedent of this size and nature

/ il o Nounderlying change in the fundamental valuation of the business, }" [/
‘I and therefore an opportunity to market the investment ‘)

Dual listing (result of S&P500 change)

o The Group’s governance structure has stood the test of time over many
years and has proved an advantage in many circumstances

» We gain advantage through fiscal efficiencies, and from both the
diversity and inclusiveness in the Group's culture: both of the latter
arc enhanced by the dual parcentage

s Membership of the S&P500 was not a reason for maintaining the
current structure

o There are currently no plans to review the holding structurc of the
Group’s parent companies '

Accounting for stock options

¢ No plans to change accounting for stock options from APB25 to
FAS123, awailing IAS developments

¢ We do not dilute sharcholders through stock issues
e We run a hedging programme through buying in of shares

o We do not consider any impairment of value of those holdings is
necessary at present since the options (especially those underwater at
present) all have a long way to go (6-10 years)., [Only use this if
pushed]

Intergen

* InterGen is one of the leading power development companies and has
grown rapidly over the past few years. Liquity operaling capacity will
be 5.5GW by end 2002 (from only 1.2GW at end 2000), and targeted to
reach 8.7GW by end 2003¢eh

* Asa result of the increased operational capacily the management focus
in InterGen is moving towards operational excellence, with less focus

on new developments

» The business environment for power developers has deteriorated over
the last several months.

= We confirm that Intergen is part of the $7bln. of assets identified for
priority attention.
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o InterGen is not immune to the deterioration in the business
environment. Inresponse to this, interGen management are working
to develop a plan, to be reviewed with the shareholders. We would
expect the plan to have financial consequences. These are not
quantifiable at this time.

Bohai Bay -- Bonan Gas Development

. This comprises two blocks:
a) Joint Study Area BZ26-2 (143 km?) containing the BZ26-2 and BZ28-
1 o1l & gas fields.
b) Block BZ13-1 (186 km?) containing the BZ13-1 and CFD18-2 oil &
gas fields.

» A Joint Study Agreement (JSA) was signed between CNOOC Corp and
Shell (Exploration) China Limited on 31 August 2001. Shell has now
completed the joint study with- CNOOC on the BZ26-2 Joint Study Area.
The study was intended to assess the development opportunities for the
known oil and gas reserves in the 143 kimn? area. The study period covered
a 12-month period, which ends 30" Seplember 2002.

s The oil & gas fields are located 100-125 km northwest of Longkou in 20-30
m water depth.

o Lstimaled reserves are about 440 billion cubic fect of gas and about 80
nullion barrels of oil.
« Current plans are to supply about 0.4 billion cubic metres per year of gas

from this development to customers in Shandong Province through a joint
marketing inilialive with CNOOC.

o Shell has the ophon to enter a Petrolewm Contract for a 49% interest in
development of these blocks following the study period.

ounrise development - are we going to continue?

¢ Shell is committed to develop Sunrise. Shell is engaged with its Joint
Venture Partners (Woodside, Phillips, and Osaka Gas) in considering two
development options for Sunrise. Sunrise is an important gas resource for
Shell, and the joint venture companies involved having spent already over
$200 million trying to develop the field, most of this on options to bring
gas oushore, with Shell ptoneering potential domestic gas options as carly
as 1998.

e Shell came to the view earlier in the year that FLNG offers the only viable
option, provides an innovative technology that might be used eisewhere in

24
FOIA Confidential
Treatment Requested MISC00021716




FOIA Confidential
Treatment Requested

Case 3.04-cv-00374-JAP-JJH  Document 364-6 Filed 10/10/2007 . Page 15 of 65

Australia to unlock stranded gas reserves, and provides significant tax
revenue to Australia and East Timor.

»  Notwithstanding this, Shell is currently again undertaking a thorough
review of the domestic gas market together with its joint venture partners
and is continuing to devote considerable time, staff, and financial
resources on the domestic gas oplion.

Discussions with the California Department of Water Resources (CDWR)

e In February 2001 the California Department of Water Resources (CDWR),
the California state agency charged with negotiating energy contracts,
issued a request for proposals for purchase of electricity. Coral responded
with requests to negotiate a long-term electricity agreement. Coral entered
into the resulting contract with CDWR in an open and constructive way,
addressing CDWR' s concerns at the time.

e Coral has been engaged in settlemnent discussions for several months with
CDWR. During that time, several offers and counter offers have been
made. While these discussions have been held under FERC Rule 602,
which prevents the parties from revealing the content of the discussions,
Coral belicves the proposals it has made to CDWR were more than fair.

e However, to date Coral and CDWR have been unable to reach agreement,
and it appears that this matter will go to hearing before the FERC. Coral
has always been willing to consider reasonable modifications to its
contract and remains willing to discuss this matter with COWR.

e Coral negotiated in good faith a contract with CDWR that involved a great
deal of give and take by both parties. We believe the contract is reasonable
and can withstand legal challenge, however, we have been willing to
consider reasonable modifications. Unfortunately, we have been unable to
reach agreement with CDWR. The nature of long-term contracts is that, at
any given time, one party to the contract may feel less advantlaged than
the other. In most situations, contracts negotiated in good faith provide
benefits to both parties, which balance out over the contract term.

MonoDiameter Technology announcement

The global EP’ business has singled out lechnology as one of the key
clements that is going to give Shell a competitive edge and the
announcement we are making today is tangible proof of this aim.

e Successful completion of the world’s first application of MonoDiamcter
technology.

e Shell led the development of this technology and more recently partnered
with Enventure 1o make it comimercial,

o This is going to revolutionize the way oil and gas wells are drilled.

25
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o It means that we will be able to drill up to three times deeper that ever
before.

e It is almost impossible to state the ultimate financial gain of this
breakthrough except that for implementers of it, gains will be immediate
and realized well by well. '

o It has a cost saving potential in excess of 50% in the high cost world of
deepwater drilling.

|
( 26
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11.0 Miscellaneous questions and answers
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E&P production downgrade this time last year was a key trigger for
underperformance over the last 12 months. Production set to be flat this
year - is the outlook for 2003 any better?

O Qur target for 2002 was 3.8 min boe/d and we expect to meet this
despite Opec quota restrictions and operational difficulties that have
been experienced.

O We stated the 3% target from 2000 to 2005, excluding Enterprise.
Enterprise adds 6%, and we stated at the time of acquisition that we
expected to deliver 3% growth to 2005 on the enlarged portfolio.

O Don’t want to be specific on 2003 % at this stage - lets see where we exit
2002. However, major projects are coming on stream in late 2002, 2003 -
EA in Nigeria and Athabasca in Canada; also Na Kika in the deepwater
GoM and MLING Tiga in the middle of 2003

O All of these should contribute to performance next year. [Note that
anything other than suggesting we will have above trend growth next
year (i.e. more than the 3% average in the 2000 - 2005 period) could be
seen as a volume downgrade. If we achieve 4% in 2001 and 0% in 2002
we will need more than 3% to compensate to hit 3%. Mosl analysts are
looking for about 4% excluding Enterprise]

O Including Enterprise we have already grown by some 4% this year. Next
year our growih will benefit from Enterprise as well, with Enterprise
adding a further 1.5% on its own, subject of course to any divestments
we choose to make.

Nigeria is your largest growth area in L&P. Can you give us comfort that
both near and longer term projects will not be subject Lo delay as a result
of OPEC guotas, NNPC funding or even political dimensions?

O No rule book on quotas and how they are shared out in Nigeria - but we
do have many years of operating there

O Also of course there 15 uncertainty over what kind of quota Nigeria will
get going forward

O We are well aligned with Nigerian Government in the developments we
have undertaken and of course they wish to encourage further
developments

O We currently are expecting o bring EA into production on schedule
during the fourth quarter
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O The FPSO that forms part of the EA development is currently on its way
froru Durban to Nigeria

O Funding, is less of an issue than it used to be, all of our offshore
developments are PSCs in which NNPC does not need to fund
development, we later recover costs through the oil produced

O In terms of mediurn term developments, Bonga is progressing well

« Can you comment on your expectation for erganic reserve replacement in
2002 and 20032

O Reserve replacement is typically very lumpy for us given our portfolio
of large long term projects

O Also not a measure of your current exploration success - we have had a
number of good discoveries recently ~ but many are not yet booked

O For example taking a final investment decision on a project like Sakhalin,
which has on a 100% basis some 3 billion boe of reserves makes a huge
difference — but the timing of such decisions depends on finalising long
term sales contracts rather than just on technical issues

O Consequently 1 don’t want to make predictions at this stage. However,
the kind of things that will influence our reserve bookings are Kashagan
—there is a good chance that we will be able to book sorne of the reserves
from Kashagan this year if the development plan is finahsed.

O Other things in the pipeline are reserves associated with China WE
pipeline, Brazil, Bonga SW to mention a few — but they are more likely to
be recognised in future years rather than this year’s reserve additions

O We target at least replacing production over time

e You have undershot your organic capex budget in recent years. How
confident are you that your 2002 $12 billion budget will be achicved?

O We have already spent some 45% of our planned capital investment -
given that second half investment is invariably higher than the first half
we certainly expect to spend our budget

O Our overall orgaruc spend this year 15 some 8% higher than a year ago
and in EP, it s more than 30% higher than a year ago.

o Russia has been noticeable in 2001 and 2002 for its volume growth. Is it
the right time for Shell to be looking at further opportunities in this
arena?

O We have a number ot opportunities in Russia - key one is Sakhalin. This
has some 15Tcf of reserves and a PSA. Working on getting cuslomers so
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we can develop integrated LNG project. Sakhalin currently produces
about 45 kbd (average over year) of oil

0O We also have production from KMOC - acquired with Enterprise (46%
interest) and which is currently producing 25 kbd

O We would also like to develop Salym (reserves some 600 million bbl of
reserves). However, this and other developments do require us to get
smtable production sharing agreements

O We also have strategic alliance with Gazprom which could result in the
development of the Zapolyarnoe field (reserves of 750 million tonnes)

o  What is your view on US Energy policy going forward given recent
! events? Do you think you are appropriately positioned versus your key
i competitors to leverage any opportunities that may emerge?

O We are pleased to see US policy makers tackling the range of complex
| and controversial issues

O Access to federal lands is an important issue and opportunity - we are

l interested in exploring for and developing oil and gas resources in the
Rocky Mountains and are well positioned with assets in Pinedale
anticline in Wyoming

O Well positioned o take advantage of opporturuties in the Gulf

O Also keen to develop our renewables business in the US

O Believe that ANWR can be developed while protecting the environment
- bul until there are concrete proposals on the table we won’t be able to
make a decision on participation in this area

O Use of ethuno! and phase out of MTBE are an issue - have 10 see how
legislation is finalized

¢ Has the competitive landscape in the oil industry changed following
sector consolidation? How does RDS view/benchmark itself versus its
peers?

O Growth in upstream volumes increasingly shifting to areas of higher risk
angd uncertainty - so giving big players with diverse portfolios and
strong balance sheets an advantage

O Emergence of national oil companies such as Yukos and Petrobras with
their strong links to host governments cannot be ignored

O We continue to lead in terms of reserves and reserve life.

0O We are undisputed leader in NG
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O We have very strong potential position in US downstream -- which we
need to capilalize on

O We are consistently number 1 or 2 on ROACE

¢ RDS's investment in Asia was a key feature of the 1990s... has the Group
reviewed its ontlook for the region particularly in refining?

O We have had a conservative view of refining in AP for some time - this
is reflected in our premised refining margins in that area which was
further reduced to $1.25/bbl last December

O This view is influenced not just by current conditions but also by the
possibility that some of the developing markets may build refineries

O We have responded to weak conditions by closing two refineries in the
region so far this year — Pililla and Lutong - and of course we continue
to look at whether other refincries in the are can justify continued
investment — a particular concern as product specifications and
environmental requirements change

s You have made 3 corporate acquisitions this year. Can you comment on
areas where you think you can continue to improve your portfolio via
acquisitions?

0O Clearly can’t comment specifically on acquisitions

O Aim to increase weighting of EP & GP in portfolio, but this will also be
by organic means.

O North American gas still is a “hollow” rather than a gap in the portfolio
- but acquisitions are not the only way to fix this. We are working for
example on increasing LNG import opportunities to the US; we are
working on the potential for piping gas from the McKenzic Delta, and
although we chose to withdraw from the Barrett acqusition last year
when the price got unreasonable, we did make a couple of small
acquisitions of gas companies in the Rockies

o Whal criteria arc used to measure performance for bonuses for senior
management - share price, nel present value, earnings, production, etc. (a
combination)?

0O We have a clear scorecard for the CMD), cascaded throughout the
business
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O Targets encompass financial, customer, people and other operational
objectives (if asked, the more specific you can be the better)

O Performance against the scorecard determines the bonus - the on targel
level last year for the CMD was 65% of base salary

O We also have long term stock option plans -~ awards are based on
performance

O 50% of the sharcs only vest if certain performance criteria are met — the
key one is TSR vs a peer group of competitors
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pvelve eertain risks, uncertdinties, and assumptions that are difficult lo predict andare . .
b ipon-assumptions a& fo fulure events that may not prove acciirate fore, . .
itcomes and results may differ materially from whatis expressg
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