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Attachment 1e

Oil: Reserves Life compared with Licence Life (1.1.2002)
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SPDC and Abu Dhabi cannot produce theiwr currenty booked oil reserves without
significant increases in production rate compared with 2001. For tlustration, production
must increase by 70% and 40% respectively by 2008 to ensure production of Proved

Reserves within licence. The corresponding figures for Expectation Reserves are 140%
and 40%. '

Woodside (“Australia (WPL)") must maintain 2001 production levels to ensure

production of Proved Reserves within licence, increasing slightly to secure Expectation
Reserves.

Brunei and Oman (PDO) must maintain current production levels throughout the

remaining licence duration to ensure production of Expectation Reserves: this might
prove to be a challenge for the Jatter.
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Gas: Resetves Life compared with Licence Life (1.1.2002) -
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SPDC, Norway, Malaysia and Brunei cannot produce their currently booked gas reserves
without significant increases in prodhcn’on rate compared with -2001. For llustration,
production would need to increase by the following amounts in each case by 2008 — and
hold constant thereafter - to ensure production of the booked within-licence reserves:

Proved Expectation

SPDC (Train 4/5 &62) : 150% 340%
Norway (Ormen Lange to FID?) . 0% 100%
Malaysia MLNG-TIGA?) 60% 80%
Brunei 15% 70%

Denmark and the UK must maintain current production levels throughout the temaining
licence duration to ensure production of Expectation Reserves.
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'Hydrocarbon Resource Challenges by QU

Nigeria (SPDC): Oil production must increase by 70% by 2008 in order to produce the
currently booked Proved Oil Reserves (2500 MMboe). Alternatively, licence
extension must be secured. 50% of gas proved reserves (some 250 MMboe)
is “dedicated” to non-LNG outlets, unlikely to materalize - transfer to Train
4 & 5 (867). Moratorium on new Proved Resetves bookings.

SNEPCO: Has one of the highest Proved:Expectation Reserves ratios of any OU (0.78),
- despite not yet having commenced production. Possible Bonga and Erha
over-bookings are to be managed, severe challenge to mature Bonga SW in

2002 (appraisal and development studies outstanding).

Abu Dhabi: Production must increase by 40% by 2008 to enable production of booked
Proved Reserves. Alternatively, licence extension must be secured.

Australia: Gorgon stranded gas (560 MMboe Proved Reserves "booked), possible
barriers to commerdialization of tnuch of the SFR portfolio.

Brazil: 900 MMboe commercial resource, mostly undiscovered.  Heavy oil
(assumed), possibly presenting both technical and commercial constraints.

Brunei: ca. 20 MMboe legacy Proved Reserves still to be unwound.

Canada: Peace River — 1200 MMboe SFR, heavy oil, possibly difficult to

commercialize, Mackenzie Delta — 200 MMboe commercial £as resource
stranded by lack of infrastructure. ) '

Kazakhstan: 1200 MMboe SFR, scope to accelerate pace of maturation?

Namibia: 1000 MMboe gas SFR (Discovered & Undiscovered) at risk due to lack of
critical mass for development.

Netherlands; Waddenzee: ¢ca 25 MMboe Proved Resérves at risk if project does not go
ahead. Possible GIIP- and compression-related upsides in Groningen
currently being worked.

Norway: Ormen Lange booking to date at msk if project does not go ahead (100 .
MMboe Proved Reserves alteady booked, 400 MMboe total resource),

PDO: Challenge to yield target production rates and hence reserves delivery.

Russia:  Sakhalin SFR maturation constrained (or not?) by NG contract fixtures.

3800 MMboe total commercial resoutce on consolidated basis: reduced by
2300 MMboe on deconsolidation.

- Venezuela; Urdaneta West: 2100 MMboe commercial resource, heavy oil, much of it
o “currendy “licefite lotked”, "but “the real issuf s’ technology and’ économic ™
project maturaton.
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2002 Proved Reserves Additions: Latest Estimate

Milllon Boa Proved Reserves Addilions Reserves Roplacemant Ratio
I Plan LE Daita Plan, % LE %
Qrganic
Kazakhstan K gan Daclaration of C y + Arman 84 364 27.4
USA My WEIAUGrGEMIS0 Marént Shawrse, Groastaoeh oltwra b 139 145 .5 9.8 10.3
Angota Block 18 FID T N 95 G2 23 a8
Brunet . &7 . [~ 1 0 - 4.7 47
Canady 50 50 35 36
Nigarii (SNEPCO) Bonga SW challengs to reach VAR3 in 2002 116 4n 4 | 82 s
lran PSV effect | 38 38 7
UK Camack WanCunewt, Siy 1 51, Sevtm daterred 60 38 M 4.8 2.6
Oonmark 4 2 ] 1.7 23
Venerala - Nat 8 gairc Pl igirw was inadvarndy omitied fom EP ol 25 5 18
Nathertands 30 25 L) -2 18
Malaysia PEV/PEL affed, Tige PrperdiitmivRamind, 035751 Josapht N 2 -8 22 1.6
Syria 13 15 2 0.9 11
Egypt . " 11t 0.8 08
Gabon ’ T 7 05 0.5
Fakistan Bahira-3 wall result{T). Quwry Plan figure. - 10 5 -5 07 04
Australia (SDA) ] 4 ] 0.0 03
Brune (FCE) - 3 3 02 0.2
Argentine : 3 3 0.2 0.2
Gamany Changad / defamed drifling progrsmme 17 2 -15 12 0.2
{Thailang Reduction pending completion of studies Q304 4 1 3 0.3 0.0
Austrelia (WPL) . . Q ] 0.0 0.0
Rusala Dacorsobidation defered £2 92 .65
\JSA (Ass Camp . Aara inchudad in USA LE 4 -4 0.3
|Bangtadesn . Changed / reduced sctivity level . 4 4 a3
Brazll - B5-4 deferrsd 8] A1 23
Oman (PDO) [ % t mep ! tainty . L] 76 54
{Nemitia Kudu appraleal 125 125 Be
Brazi {Pectan) 3 -3 02
Norway . ’ 7 -8 .15 0.5 0.6
Cman (GISCO) Virtual PSV/ PSC sffect +23 .23 o7
New Zealand Pohokura 4 =28 -32 03 -2.0
Total Organic, without upside . : 796 1 74 164 56 68
Upside: .
Enterprise Appéication of Shall guiieines & Growth - TEC 50 80 © 36
Total Organte . ‘ 6 1007 " | 5 72
Production Includes ExCom adjustment 1419 1399 -21
ARD
Adjust total RRR so far for effact of ASD production -3
ENTERPRISE (KMOCEA6%) KMOC = 131 min boe ' 1141 1141 7748
Noway Draugen k] 33 22
USA Rockies ’ 7 27 18
TOPCO NZ o ] -] 06
UK Goldenays . 7 7 05
DR Congo (Zairs) T 7 A2
Iran Farm out -38 38 2.6
New Zsaland " Portiglio retionalization + banster to TOPCO NZ T -n. . 4.8
Total ARD 1001 1091 4]
Tolal Organic + ASD 796 2093 1302 56 143
Production Organic + ALD 1419 1455 45
Strateglc Options
Whais 154 154 10.9 10.5
' Litryw Block 47 21 3l 15 14
Staphenaon 13 7 7 08 . 04
Alibakmaola noational 13 . 13 [}
AIQC nationsl 81 81 5
Venazuels fight oil ) 86 a8 60
Libyn gas . 90 90 6.3
|Namikia Gas (FLNG) incrementat 145 -145 102
QU projects . 2 2 01 . 4.1
Total Strategic Qptlans 601 180 A2 [+ 12
Grand Total 1397 2277 g8 20 155
Production Grand Tolal 1418 1465 45
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2003 Organic Proved Reserves Additions: Unconstrained Capital Allocation

Portfolio
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Grand Total
Praduction Grand Total

Pillun-L unskoye Deconsokdated bass
Qmmen Langa Post FID Davelopmant
Wast to East Upsiream

Bonga South-Wast (if deferred from 2002)
AMPA-Pinedale 02 5-Rig Basa

Erha Main Fleld Oevelopment
Changbwi Upstream

Enterprise Growth 2003+ (estimate)
Ursa 02 Inc Waterfiood

East China Sea Devekpment

Bolla

%84 - Phyllis

RMPA-Yugo 02 Base

Scnan Of: 82251 O Devalopmant

CAO3 WE 100 AU Wesl Existing -
Onshare Rotiagend Play

ML South Clugter Exploration

Brutus 02 Basa

AFPC Praject - Tranche 1a (FID 2002)
East China Sea Exploration

568 - Slaring

CAQ3 WE 248 Champion SE Waler Injection
Offshore Rotflegend Play

559 - Harrior Shaklow

SOGU Tranche 1 )

SOC.Tr.1 MarsBasin.£82

CAQ3 WB 200 AU East Existing

504 - Nessie

Trancha 1/ 2003

50C.Tr.2Fwd.Taxas1 (Forward Curve)
CAQI WB 429 1704A BANGAU Exploration
454 + Schiehalion Claw {420)

Bonan Gas

001 + Exksting Assais

PM302Z: Bunga Oalvia

Ti4 EP

S0GU Tranche 2

AMPA-Pinadale 02 6th Rig Option

501 - Firm E&A - Culter

Exisling Assats (including Carporite Gvarheads)
338 - Tranche 2b - FID2003

114 - Penguin (416)

330 - Tranche 1 - FID2003

Existing Azsels (ga)

Indus Deepwaler Exploration Well (Notional)
CAO03 WB 314 AU Daral Tri FIDO4 . ©

Proved Rexetves Additions Rasstves Roplacemant Rallo
2003 only: Million boe %
398 25.8
18 1.7
110 [A)
] 47
61 4.0
[ 38
54 38
50 2
36 23
22 1.4
2l 1.4
21 1.4
20 1.3
20 1.3
15 1.0
14 0.9
14 4 0.9
‘13 “ 0.8
12 0.8
12 0.8
12 a.n
11 ar
11 07
10 0.7
10 0.6
10 0.6 .
.9 06
9 0.6
9 0.6
9 06
§ 0.5
8 a5
a 0.5
7 25
7 05
7 04
6 a4
€ o4
6 0.4
(] 04
-] 04
(-] 04
5 0.4
5 03
5 0.3
5 032
185 12.0
1526 a9
1541
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Projects with major Proved Reserves Additions in 2004 — accelerate to 2003?

The following would be the prime contenders, as viewed today, for acceleration from
2004 in order to redress the 2003 deficit against the 100% RRR aspiration. They are the

“only projects (as submitted for Capital Allocation) with unrsked Proved Reserves
Additons in 2004 that exceed 100 mln boe, or 7% RRR:

Project POS to FID Category Unrisked Unrisked

- PRA? RRR
Austealia Ceduna 10% - B&A 130 +9%
Australia Sunrise LNG 15% Development 340 +23%
Egypt NEMED gas 24%  ° EB&A 130 +9%
Egypt NEMED Lc 59 1% E&A 340 +23%
Iran Bangestan : 15% SO (organic?) 300 +21%
Qatar SMDS 50% SO (otganic?) . 350 +24%
Russia Zapolyarnoye Neocomian  50% SO (organic?) . 760 +53%
Saudi Arabia CV1 Upstream 10% SO (organic?) 730 +51%

Attachiment 2d
2003 Other Upside Potential

In addition to the ongoing efforts within the OUs (the fruits of which are not yet
sufficiently mature as to be reflected firmly in QU plans), the following specific items can
be identified from the Capital Allocation project portfolio.and from assessment of the
overall business:

Project . _ PRA . RRR
Secure Whale Strategic Option, de-risk, “organic”? 600 +42%
Secure Salym Strategic Option (dé-risked) - 120 +8%
Other Strategic Options (Itau, Kuwait OSA), risked basis 150 +10%
Retain Sakhalin consolidated 600 +42%
T&OE quick wins (highly uncertain) ' up to 150 up to 10%
Total potential gain-identified- - - T 'up"to'. 1630 upto 112% - - T

3 Proved Reserves Additions in 2004, million boe
4 Strategic Option

~FOTA Cmaéﬁﬁa—ﬂ_\l -
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Historical Contributions to Proved RRR .

200%
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Attachment 3b

Legacy / Premature Bookings'

Lagacy Additions:

SPOC  (Bookings with na subsaquent growth in production rate)
Australia (Gorgon}

-1 Lagacy additians

® Total, adjustad

100%

0%

1998

1999 200¢

—FOIA Contidential " .. .. .

20 | - - ‘
Treatment Requested HAG00082986

l




. Tase 3:04-cv-003.74-JAP.-JJH Ddcur_nent 344-9  Filed 10/10/2007  Page 8 of 50

Confidential

Attachment 3¢

.Plan Period Organic Proved RRR

120%

A100%

80%

60%

40%

2%

0%
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"Bass, Opton and Out” rank ings apply to 2003 anly: the pregramma for 2004+ has yet to be Bullt ang rankings may changae for later yeara

This plot shows the full 2002 Capital Allocation data set for Existing Business. Only the
programme for 2003 has so far been ranked and constrained to fit within Capex and
Expex budget ceilings (the “Base” elements referred to in the plot), and this ranking
must be viewed as very preliminary,”

Enterprise is carried in “Base Development” at 4% a.ai. production growth and 50
million boe per year Proved Reserves Additions: these figures to be confirmed upon
receipt of Enterprise plan data.

Indications are that organic RRR averaged over the Plan Period (2003 ~ 2007) will be at
least 59% (41% from Development activities, including Sakhalin and Kashagan; 18%
from new Exploration and Appraisal activities). '

Without expenditure restraint, the maximum deliverable organic RRR would be 83%
(33% from Development, 30% from new E&A).

With expenditure restraint applied to 2004 and beyond, the organic RRR delivered by the
Plan will clearly be at some point between these two extremes.

-

21 FOIA Confidential
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Plan Period Organic Proved RRR in context with History

aaab
ONew Business

QELA Upside

®Core Organic, Discovertes
| GDsveiopment Upside
WCore Organic, Growth

History: Adjusted for legacy bookings Fulure: Excludes Strategic Options and ALD 2003+

“Discoveries” reflacts only the benaht of sew E&A

1992 1993 1994

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

This plot attempts to show the outlook for organic Proved RRR in context with the past.
Full consistency in the view cannot be achieved, since the Capital Allocaton data for the
future is not segregated to show the true contribution from (historical) E&A activities:

“Core Organic, Growth” equates to “Revisions and Improved Recovery” in the
historical part of the plot, but to “Development activities” in the future. Consequently
this includes reserves that actually stem from recent exploration discoveries.

“Core Organic, Discoverles” equates to “Discoveries and Extensions” in the historical
part of the plot, but only reflects the contribution of new E&A activities going forward.

Enterprise is carried in “Core Organic, Growth” at 4% a.a.i. production growth and 50
million boe per year Proved Reserves Additions: these figutes to be confirmed upon
receipt of Enterprise plan data. :

—

—_—
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From: ' Pay, John JR SIEP-EPB-P
Sent: 19 July 2002 19:13
To: : Holm, Shirley SR SERPCQO
Ce: Van De Vijver, Waiter SI-MGDWV; Brass, Lorin L SIEP-EPB; Harper, Malcoim M SIEP-
EPB-P; Brouwers, Max M SIEP-EPB; Nauta, Jaap J SIEP-EPB-P
Subject; CMD Reserves Outlook Draft Slides '
" Importance: High
' Shirley,_'

I'd be grateful'if you would print out the attached, Notes format.

Walter, a preVious draft has been discussed with Lorin. There is much work to be done before Tuesday's presentation,
but the core information is present. I've tried to address the points you listed to Lorin, but let me know if you want a
different leve! of detail and / or emphasis,

Slide no. 8 (2002 - 2007 Organic PRA vs. Expenditure) takes a while to get your head around, but | think tells an
interesting story. .

John Pay

Group Hydrocarbon Resource Coordinator

Shell International Exploration and Production B.V.

Carel van Bylandtlaan 30, Postbus 663, 2501 CR The Hague, The Netherlands

Tel: +31 (70) 377 7405 Other Tel: +31 (0)6 5252 1964
Email: john.r.pay@ope.shell.com
Internet: http://iwww.shell.com/eandp-en

I8
CMD Brief Reserves
Outlook.ZIP...

B
{J}

VIJVER 0877

V00230877
1
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Unknown

From: ' Pay, John JR SIEP-EPB-P

Sent: 19 July 2002 19:13

To: Holm, Shirley SR SEPCO

Cce: Van De Vijver, Walter SI-MGDWV; Brass, Lorin LL SIEP-EPB; Harper, Malcolm M SIEP-
EPB-P; Brouwers, Max M SIEP-EPB; Nauta, Jaap J SIEP-EPR-P

Subject: CMD Reserves QOutllook Draft Slides : '

Importance: High

Shirley,

I'd be grateful if you would print out the attached, Notes format.

Walter, a previous draft has been discussed with Lorin. There is much work to be done before Tuesday's presentation,

‘but the core information is present. I've tried to address the points you lisled to Lorin, but let me know if you want a

different level of detail and / or emphasis.

Slide no. 8 (2002 - 2007 Organic PRA vs. Expenditure) takes a while to get your head around, but | think tells an
interesting story.

John Pay

Group Hydrocarbon Resource Coordinator

Shell International Exploration and Production B.V.

Carel van Bylandtiaan 30, Postbus 663, 2501 CR The Hague, The Netheriands.

Tel: +31(70) 377 7405 Other Tel: +31 (0)6 5252 1964
Email: john.r.pay@ope.sheil. com
Internet: http://www shell.com/eandp-en

CMD Brief Reserves
Outlook, Z1P. ..

VIJVER 0878

v00230878
1
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MOST CONFIDENTIAL
No. 2526
e s e COMMIFFEEOFMANAGING DIREGTORS. - |
MINUTES OF THE MEETING HELD IN LONDON )
= .t - ON.MONDAY, 22 AND TUESDAY, 23 JULY 2002 _ L
Present: PBWatts - Cha.lrman
Jvan der Veer '
P D Skinner (Items 1-7,9,16-19, 28~40)
/ W.van de Vijver .
_(j_' A-Brinded— -
- . In a__t:tehdapce: . . I__G_qur_\tqr}_ -
; K'A Ruddock _ o Secretary

1.  MINUTES

The Minutes of CMD Meeting No. 2525 were approved, as amended.

2. MA&D REPORT

Neil Gaskell entered the meeting. He presented a report orr acquisition options
which was discussed by the Cémmittee, :

Lyrm Elsenhans entered the meehng Neil Gaskell presented a further report on
the Group acquisition and dwestment activities. '

Copy of Miriute to: none,

LONO0031491
FOIA Confidential | . - _
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' POST ACQUISITION REVIEW

Lorm Brass, Gregory Hill, Ron Blakely a,nd Lynn Elsenhans entered the meetmg,
Neil Gaskell was in atl'endance

Ne:l Gaskell presented a rev:ew of the Ente;pnse a.nd PQS acqmsmons

Caw T

Case 3:04-cv-00374-JAP-JJH  Document 344-9  Filed 10/10/2007  Page 38 of 50 .
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REDACTED :

fmmmem e g — h— — e e o —

However, clearly the Group did not

' wanf to carry out less preparatxon for these potential acquisitions and in part the

issue may be one of educating external advisers.’

Having two substantial deals running in tandem did put pressure on the system

and Tn particalar PQS stuggled 10 get-atterntion over Enterprise:— I PQS; the————===4=

bank’s role ran much more satisfactorily than with Enterprise. In relaton to PQS,
the bank was clearly in a support role and already knew the business. With
respect to Enterprise, the bank was not suffmently proactwe but d1d fulfil its

. statutory role, as requn-ed by UK law, well

In respect of integration, it was considered important that an integration leadér

* be appointed as soon as possible in the process'and that a specific team, distinct
from the ‘deal team, be appointed to support the integration planning effort,

unless it was known in advance that competition clearance would cause delay.

The Committee commented that. generally these deals had demonstrated a high
internal capability. The introduction of a deal file and thorough preparation had
contributed significantly to the success of both transactions, The divestments
experience gained in Chemicals had also been useful.

In relation to confidentiality concemns, and the numbers of people to involve, this
was clearly always going to be a difficult issue, but if the right people were not
involved early, work would be created later in - the’ pfoce.ss. For future
transactions a small steering committee should be appointed with other
personnel only involved on a strictly need to know basis.

The Committee commented that the interface with the European regulators in

particular the competition law authonnes, appeared to be much better than in the

US, especially in relation to the FTC. With both Spectrum and PQS, the FTC had
not reacted as had been anticipated. The Committee was concerned that the
Group did not appear to have access to the best legal input in respect of US
transactions and Judy Boynton undertook to investigate this further.

Lorin Brass presented a review of the Enterprise Oil transaction. It was noted in

particular that the adjusted Enterprise plan was very close to the Shell forecast

-—= - FQIA Conﬂdentnal
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prior to the transaction, even taking account of the UK tax changes It was noted
that development of the Corrib field. may be delayed until 2004 'as- planning
consent had been refused for the terminal. The Conumttee queried whether the

Group-had- snfﬁmpntlv—well—plg_ced contacts-- mﬂL the_Insh_goyemment and

PR 1

regulators. Paul Skinner undertook to explore this issue fu.rther in consultation -

—=with-the Country-Chairman.in Ireland. . It was. nq_ted that an Enterpnse progress.

review would take place in Q3/2002. A full post mvestment review will take
place in Q1/2003 in time for the full year results and strategy presentatior.

Ron Blakely presented a progress report on the integration of Texaco’s interests

" into Shell Oil Products in the US and of Spectrum in Germany.

-m-m&USral&oughm&merggglmtx had a 14% market share, it achieved this

with a much higher number of service stations than xts competitors. Staff would
remain with Equiva Services until the end of 2002 when they would transfer to
Shell Oil Products. Until the service level agreement had been put in place with

 Gandi- Reﬁr\mg Inc (SRI), -the - full- oxgamsauonal change’ could . not_be .

N miplemented This was targéted to take place'on 1 August 2002, The Committee

commented that the relationship with SRI appeared to be workl.ng well although
decisions did seem to take longer.

Aggressxve rebranding of service stations will enable the Texaco brand to be
withdrawn from the US retail market before the end of the exclusivity period.
The PQS transaction will impact both the lubricants rationalisation and
integration efforts. To the analysts, the position could be summarised as being

“off to a good start”. The Committee noted that the sensitivities of SRI should be
borne in mind in making any public statements. The Committee queried the
position for former Texaco employees and their pension funds. The presenter
explained that these issues had been specifically addressed pre-closing and that

liability would remain with Texaco.

With rega'rd to Spectrum and, Germany, the preséenter explained that the potential
for synérgies appeared to be improving. The early exercise of the put option may
expedite this as it would mean that there were no longer two owners involved.
Brand was a challenge as DEA had a very strong presence in the German market
and indeed was probably stronger than the Shell brand.

or considered eMerger, which was a synergy capture and tracking tool, to have

been very useful.

In respect of the remedies required in Germany, the Committee appreciated that
potential divestments were being made into a very competitive market with BP

similarly trying to divest a large part of its business.

LONOCD031493

FOIA Confidential L—-—- 3

2526M

Treatment Requested




Case 3:04-cv-00374-JAP-JJH  Document 344-9  Filed 10/10/2007 Page 40 of 50"

MOST CONFIDENTIAL
The Cc;mnﬁttée noted that OP appeared to be de]iirering ‘agains-t their promises in
respect of ‘both h-ansacuons and that quarterly reviews with CMD should

contmue

Copy of Minte to: P Skmner, W van de V quer

e e P N o - . —
_ - Il TIT i TEOTT IRESIIT. L T r e s T - Tom

4. PROCUREMENT

Jeroen van der Veer explained that it was proposed that, while procurement

would remain the responsibility of individual businesses, the profile of C&P (
generally should be raised and progress maintained in pushing forward the ‘

= ¢geeﬁﬁsm§:mgmlﬂﬂ&m®&_@£&gugog IDand havingit E .
report to a CMD member dlrectly and estabhsh.mg "Bxg Rules” to be apphed ..;}; -

across all busmesses

S ~The Cox:m:ruttee commented that. C&P ggnerally appeared to have improved .
T markedly All businesses had dedicated high quahty genior resources o address - - - s
‘ the historic problems with C&P. TradeRanger was conducting more business but
it was still too early to say whether it would be a success.

The Committee discussed how the current C&P improvements could be
sustained.in the longer term. It was recognised that procurement was one of the

most difficult change management areas in any company-.

The Committee believed that there was value in raising C&P's profile but was
not sure about the tasks and organisation of a specific C&P director for which a

job description needed to be drawn up. : (

The Committee also wondered whether, by appointing a C&P director, the .
current accountability which each business had for its C&P component would be (
diminished. The Committee sought assﬁfalnce that the appointment of a C&P

director would add value to the process and was keen to a see a detailed job-
description and tasks and targets for the first 12 months.

]eroen van der Veer confirmed that he would come back thh a detailed job (
descnphon for the C&P director role in early September

Copy of Minute to: J van der Veer, ] Withrington.
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5. zooz-PLANNING CYCLE PREMISES A,ND'éENSITIV;ITIES-

Ly-nn Elsenhans, David Lawrence, ‘Mark Turner, Evert Henkes, Linda Cook

Lonn Brass, Mark Wﬂhams and'Dawd Kinder eriféred the megtng.— — - W

B U VRVR T S

— David- Eamenee mﬁedmcia"senes of_p:esentahans -from.each of the businesses. _ o
© inrespect of the premises and sensitivities.

The Comrmttee noted that in some cases the same factor- could have very
different outcomes in respect of the EP a.nd OP businesses. One feature of OP
] was that refinery margins had been extraordinarily volatile. OPEC was still
b5l struggling with trying to balance supply with demand, and it was quite likely
- i = ihat seasonal derand woald- force- OFEETo- inerease-supply==Ehe-Committeemr—rmmne
noted that in a supply-constrained environment, with surplus refining capacity '
available, the price of refining will fall. $10/bbl oil would not correspond to
. lower refmery margms as one would not necessan.ly follow the other.

_ The Conumttee noted that the major change in fuel spec1ﬁcatxons which had been
_anticipated should have strengthened margins. However, the refmmg industry
had responded more ﬂex1b1y than anticipated. '

The Committee further noted that, while it would clearly be desirable for
‘reference conditions to continue for an extended period, they may well be
overtaken by events and this needed to be borne in mind.

It was 'notec_'l:that Cligdﬁcals’ sensitivit"y was entirely’ dependént upon Group

GDP sensitivity.

_ The Committee noted that exchange rate fluctuations impacted negatively on.
e refiners’ margins. Potential impact could be as high as US$1 bin. Dividends
(paid in Euros arid Sterling) would cost more in US dollar terms in the event of
decliné in the dollar. It was acknowledged that more work was needed on the
plan but nonetheless the Committee observed that there was need for greater
flexibility and in"particular a requirement to create the space to maintain gearing.

The Committee also suggested that financial information beyond the premises
was required for strategy, énalysis and review purposes. In addition to the plan
and premises, the Committee requested a complete set of financial data at

reference conditions.

The Committee supported the premises and sensitivities for oil price proposed.
For gas price, the Henry Hub premises and sensitivities of $3.00 and $2.00
respecﬁvely were supported notwithstanding acknowledged upward pressures
on gas prices which would be ‘considered in detail for significant investments as

they may arise. Screening criteria should follow a grid of $3.75, $3.00 and $2.00.

tial \ _
FOIA Confiden ™ LONOO031495 . T
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) The refining margms proposed were supported except for the US where the

premises should be adjusted to $3.50 for the US Gulf coast and $6,00 for the.US

: . - West coast. For Chémicals, the sensitivities should be adjusted to $200 for
e ~—-_Naphtha Europe and-$180 for. Ethane USQ.ulﬁCQaﬁt._____..-_.*___ S

LT )

{

E ke I PR NI TP Py

Premises and $ensitivities for exchange rates and GDP rates: were supported

With regard to exchange rates, consideration would be given as to whether to
translate costs into local currency and indicate that cost savings at 3% were
intended to be 3% in Iocal'otmency The Committee suggested that this issue be’

“addressed in the context of the ha].f-year results In the meantime, the exchange
rate figures should stand as proposed

Copy of Minute to: D Tawrence.

W

.6 CHEMICALS VISION - INDUSTRY -STRUéTtJRE' :

. Rosenmry Mecea, James Smlth Stan Park and Simon Lowth (McKmsey and Co) S
entered the meeting. : :

James Smith gave a presentation on the Chernicals industry. structure and the
competitive environment, -

In particular the presenter highlighted the significant change in the Middle East's

role as a future exporter of product to China and Western Europe’s increasing

role as an importer. The Group’s focus was in the “cracker plus 17 area. The

merchant market was contracting which was a challenge for the Group as this e
was 40% of its business. One issue for the Middle East was whether support (
could be obfamed for ROACE objectives.” .For sustained long-term growth,

presence in Asia and the Middle East was vital, The Comumittee queried whether (
the basic business model would change if a shift took place to these new areas.

The presenter commented that capablhty would be diminished if the Group was

not present in these areas.

_ There was stll scope and a requirement for industry consolidation and the
Group had to determine whether it wanted to be part of that. If a sale was (
considered, it would not be éosy to find a buyef for the entirety of the business.
In addition, the impact of a potential sale on the interface between Chemicals and
the rest of the Group had to be considered.

The Cormmttee commented that a great deal depended on whether China would
assume the mporter role anticipated or whether it would prefer to build its own
capacity. In both the Middle East and China, consideration would need to be

Eiem T "~ FOIA Confidential ' LON00031496 g
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given as to who the best potential partnér or partners would be. -The new

mindset required was.orie of global marketing. However, it was recognised that

.. having a_strategi¢ partner in either Asia or the Middle East could limit the

Group's GpHons. ' T e

‘“*'"'“."'“'""‘—"':_'._'_"[Jhéﬁ..presenter:mmemési-_‘_Eb_ﬂ}_-.o_f me.-traditi_omi__ players.. E{O__CQI_\MQbﬂ___ e
Prdbébl'y best placed and there was undoubtedly still a gap between Shell and -

ExxonMobil (and in turn between Shell and BP), which was largely due to

~ physical configuration differences. ExxonMobil could improve but did not have

a major step change available to it. The Committee recognised that at some of the
Group's major refineries, such as’ Deer Park and Noico, there weére already
outside parties in place which would constrain possible choices with regard to

=

" “The Comnruttee 'q'\.i‘éz_iéd__ mrespectof_Base]lastowhy it yvaé that a company with -
a strong market position and good technology had such structural performance

R
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“Chemicals. The Comimittee '§‘u‘§§é‘sted:‘ﬂ'\*arﬁfe'vame-et:iﬁfég‘iﬁﬁ‘éﬂ:needed:tcrba

examined in d_ehﬂ,, focusing on the size of the prize and doabildy. This was a

kéY deliverable.

problems. Itappeared difficult to identify what was inhibiting performance. The

Comumittee anticipated that a ?otentia‘l buyer of Basell may well be conflicted.
The Comnittee suggested that all M&A options should be considered. The

alternative was to ‘consider becoming a pureiy commiodity player which would

 involve developing a different lonig-term strategy.

The Committee suggested that Chemicals devise a short summary describing the

elements of the perceived strategic benefit in retaining Chemicals in the Group

with a NPV US Dollar figure listed against each. The Committee wanted to
know to what extent having Chemicals in the Group increased the Group's value.

The Committee expressed its appreciation for the quality of the paper and
presentation and believed that its level of interaction with the Chemicals Vision
Team had been a very positive start to the overall process.

Copy of Minute to: E Henkes. -

SAKHALIN

Rein Tamboezer, Din Megat, Peter de Wit, Steve Kersley, Michael Blaha, lain Lo
and Linda Cook entered the meeting.

Rein Tamboezer and Peter de Wit explained that there were still major risks

associated with this project, in particular as no firm gas sale arrangements had:

FOIA Confidential ) LONO0031497 -
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yet been putin place. In partlcular, there was considerable uncertamty in the gas-
. market until the pricing on. Guangdong had been determined. The presenters
confirmed that if Guangdong prices proved to be at the low end of the

Page 44 of 50 -
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= Lganti;ipated- range;-that-wonld: nonetheless- not be-likely to.lead to reopening of . .

© current h.igher price exisb'ng contracts until contractual pricé reviews (which

commxt to ofﬂake supply was- largely attnbuted to the lack of g-rowth in Japan
and the appreciation by probable customers that they were not under time
‘pressure to make a decision.

Both Korea and Japan saw Sakhalin as a regional strategic asset which was better -

. placed in the long-term to supply their requirements than most other likely

scmes;o&m;pplyﬂe:patenﬁakdmtamas;dﬁﬁppmdat&that—ih&ﬁakhﬂﬁn

partners needed to reach a decision soon. .The Committee queried what
customer réaction would be if they thought Sakhalin miglit not go ahead. It will
be necessary to enlist the assistance of the Japanese participants in the project to

secure W1der ]apa:nese support. The presenter confirmed that prospective
]apa.nese customers did have ﬂexlbxhty under their current agreements to take

additional Sakhalin gas.

-The Committee considered that the list shown of the consequences of not N

~ proceedmg was unduly negative. . It should rather be viewed as a list of items

2556M

which might be affected but should be put no stronger than that. If Sakhalin did
not proceed now there would be relationship issues to manage with some
prospective customers but the Group’s reasoning would be understood.

If sufficient long-term contracts are not in place, normal project financing would
‘not be available. If the Japanese Pariners did not fund the project, “Japan Inc”
might do so itself. The presenter thought that, if the project was strategic for
]apan Inc, then Japan would find the necessary funds. However, the key to
future success lay in achieving bankable contracts with customers now.’

The Committee thought that, in order to take the project to FID, not only firm gas
offtake commitments have to be in place but also more focus on cost reduction is
required. One option which could be considered was whether increased
cooperation with Sakhalin I may improve the economics. The Committee
considered that, if the project were to continue, it would be on the basis of long-
term strategic poqmomng and prospects. At present it was \newed as a marginal -
project where the economics had not improved in the last six months. It was
noted that a VAR 4 would take place before the end of 2002. The Committee
noted that the Group is viewed as a leader in this business and the market
generally would understand if it chose to walk away or to slow down the pace of

\ LLONO0031498
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development. " The Committee, however, considered that the Group's. decision

" should nodt be coristr'ained by whiat the mai'ket would expect.

-Thefe- wasmsugport for_.cpnunumcr to retain ophonahty by going: forward but

“maximum activity - was required m securing gas “offtake commltments,

o —— R s ) uLIaparL If necessary Senior Group representauon should put the

Japanese stakeholders “under pressure to make commifimernts to- the project in-—-"-
order to progress it in the interest of Japari.

The Committee noted that i in three months time it may tacticailjr be desirable to
-put the project on hold to concentrate the attention of potential customers. The
critical importance of the supply of LNG to Mexico for the success of the pro]ect

was-alsonoted-

- The Committee considered that the overall message to customers and partners
should be that the Group did want to do this project if it could get the support it
- required. from partners and_customers, It would ultimately be a very difficult

decision biit fionetheless work should-continue on the basis” that FID would be L

taken in March 2003. The set of conditions precedent should be made crystal
clear with a timescale for achieving each of them. A tactical plan on how best to
manage the process would be put in place to be rev1ewed by the Committée on a

three monthly basis.

_ The Comumittee noted that ExxonMobil had expressed an 'mfefest in examining

8.

2526M

synergies with Sakhalin 1 although there was a concern that this may be a
spoiling tactic to slow things down. '

There was a strong incentive to continue development of this opportunity given
the competitive position in the Far East LNG market, the cash flow robustness
post start-up and the new legacy position in the long-term within Group return

criteria.

The Commiittee expressed its appredation to the Sakhalin team for its
determination in pushing forward with what was clearly a very difficult prO}ect

Copy of Minute to: W van de Vijver, L Cook.

I'l' ARTICLE RE: TOLLING AGI(EPMEN I' S

Lynn Elsenhans, Mike Warwick, Simon Henry and Mary Io Jacobi entered the
fneeting; Linda Cook was in attendance.
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" - Linda Cook explained the sequence of events leading up to and following the
publication in the Financial Times of two articles on Monday, 15 July 2002
relating to Shell's tolling transactions in the US. The Financial Times had .

*m== ===——====_publishieda:third.atticle on 18 lg,]g referring. to_comments.made by.J] Traynor of . . _

-

Deutsche Bank. It was understood that Deutsche Bank had Jodged a letter of (

- complaint withtheFT. . .. .. .__ .. __ . e

The Committee noted that the reputation of Royal Dutch/Shell in The
Netherlands had been particularly badly affected due to extensive television .

I‘IEWS coverage.

' The presenter comimented that a number of lessons were clear. Greater
preparation should have been made for the worst-case scenario and it was

'u:npérta.nt to establish proper ownership of the issue earlier. The Group's
'complicated internal stracture made reacting: quickly more . difficult and it was "
accepted that the reactive press release should have been issued by noon on 15
July.- It was suggested that media training in.the Group be broadened generally .
and that great care be taken when using internal jargon externally. Issues -

- management should be tested in Gas & Power “affiliates” (e.g. Shell Trading and
5GS5) and the company secretaries must be mvolved earher ‘

Issues management in Shell Trading should be h'nked into general Gas & Power
‘issues management. Half the calls received occurred in the first few hours after
' pubﬁgaﬁon and were predominantly from analysts and investors rather than the

media. Most of these calls were fact-finding in nature but the information

required was not immediately available, |

It was noted that in the post Enron and Worldcom climate, former employees __ (

with grudges were now being taking very seriously in any allegations they may
make about their former employers. It was noted that the individual who had
-.made these allegations had not been a senior employee. Although described as a {
general manager, he had no subordinates and was employed at JG3 level. His
job title reflected & trend in the US for “title inflation”, '

The Committee understood from contacts with the Editor of the FT that it wished

to develop a more investigative style and sharper edge in its reporting. ;
However, the FT also had to be aware that it carried huge weight and authority

within business and any reporting must be accurate and fair,

The Conumittee also noted that, in the current climate, careful thought needed to
be given to any unintended conclusions which could be drawn. For example, it
might have been preferable to have fielded someone other than Debbie Wernet

for the interview, given her Enron background.

LLON0O031500
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" The Committee asked whether there were any other concerns in relation to Coral *-
© . of which they should be aware, Miké Warwick explained that there was some
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litigaﬁbn in California and that the FERC investig'aﬁons arising out of Enron’s
p,:ag;;i_gegwere-engp_’ulgq-_-I,I.fhe.legal_e_;q:tionzw_qgl_;j _continue into 2003 but there was

no expectation that Coral would be the subject of ar;y actionby the FERC.— 7~ — 7T

The Committes asked whether Coral it particular, and- Shell-i the US-generally, — —
had engaged in any “wash trades”. ‘Mike Warwick confirmed that wash trades
were aga_ins't Coral policy and that no wash trades had been uncovered in Coral
during the investigations earlier this year and that the FERC had been notified
accordingly. Of the ten o_bjectionabie categories of Enron behaviour identified by
the FERC, Coral, and Shell generally, had not engaged in arly. There were some

rradiﬁg-prgcﬁmerdrwer&cansidmeinom hich Coral had engaged in

2526M

i pe behaviou; especially wash trades”. - Mike Warwitk explained that these.= Sy
. matters had been investigated intensively, that no evidence of any misbehaviour

- had been investigated in Coral and Shell in the US which might pertain to Enron-

which had been notified to FERC for the sake of good order and completeness.

The Committee asked whether it could state without reservation that all matters

had been. found and that Coral had no motivaton to engage in any such

behaviour.

The Committee noted that having the note in the Accounts had proved very .
helpful in this instance and that there had been no communication from the SEC
or the New York Stock Exchange, possibly as a result of the note.

The Committee queried whether Master Limited Partrierships (MLPs) were
creating a problem. Mike Warwick commented that he was not aware of specific

concerns in this respect.

The Committee expressed its thanks to all involved in dealing with this issue and
in particular expressed its appreciation for the media and investor relations
response teams who had handled the large number of queries on the day in a

very pfofession_al rnanner.

Copy of‘Min_u te to: L Elsenhans, L Cook.

Q2 RESULTS (OIL PRODUCT S)

Ron Blakely and Tim Mormson entered the meeting; Simon Henry was in
attendance.

LONO00031501
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Tim Morrison presented the initial Q2 results for the Group and Ron Blakely .
ptesented those for OP. Given that (Q2/2001 had beer a record result for O, the
OP results for Q2/2002 were always likely to fall short.. In particular, in 2002, .

:feﬁnery margins-were:difficult-in- Europe-~The East-Zone-had-turned-ina.good_. . ... .

__%_pmmmWﬂm down.In trading,.the shipping results were disappointing. . .

performa.nce but in the South Zone the difficulties in Brazil and Argentina had (

Canadian results were affected by having the three refineries shutdown during
the. period although this may prove to have been’ opportune in the economic
circumstances. In the US, OP’s strong reﬁ.m:ng posxtxon on the west coast may act
to its detriment compared to ExxonMobil and BP who were better placed

Across the Group, EP generally was in line with analysts” expectations while OP

10Q.

"OP and its competttors Care néeded to be takeii with the storyline, particularly

geographically given the relative refining margins. : {
Iri=retih-SEOR-had=performed-=well=in-Eutope~but-sozhad-the-competition. e
Following the Q1 results, expectations weré going to be very high and ,;7‘\**3

accordingly a very strong and aligned story needed to be deve}oPed .

The Committee requested the deve]opment of a step chart quarter by quarter.for .. .. . . L

as DEA acceleration was about to be announced. Thé key factor was whether in
these economic circumstances Shell was under-performing compared to its main
compettors. Transparency in giving the OP story was the key.

and GP would be disappointing. Chemicals had peiforined better but, given the
amounts involved, may not feature prominently in the overall story. The
minimum analysts’ estimate for the Q1 results was $2.2 bln.

Copy of Minute to: P Skinner, T Morrison. ' - , ( |

CHEMICALS VISION

Rosemarie Mecca, James Smith, Stan Park and Evert Henkes entered the meeting.

James Smith gave a presentation which evaluated the sirategic options in
petrochemicals and in particular reviewed Shell's portfolio stategy, its (
competitive position and performance, and the key strategic issues faced.

In terms of competitive position and strategic confidence, the Group position was
particularly strong in base chemicals. The Committee suggested that SADAF
should be included for the sake of completeness. It was noted that SADAF's
styrene and cracker businesses were particularly well placed. EO/G and
polyethylene, as readily transportable derivatives, were key in the context of

] LLOND0031502
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possible developments in the ‘Middle East. In polyethylene, Basell was the
- market leader in Europe but did not have a global position, nor a presence in
North America. While the additives. business ‘was riof strategic to Shell

I ——— ~—-—€hermcals and-could be considered as_a potential divestment, it had a greater

‘

relevance for OP. In respect of catalysts, the EO/G part of the business was very

_.—_suiccessful but_the remaitider, which related to refmery catalysts and was asset

mtenswe, was potenhally divestable,

'I'he Committee fou.nd the presenter’'s presentation of average ROACE for the
¢omponent businesses within Shell Chemicals particularly helpful.

With regard to Basell, the Committee noted that Basell had certain strengths and
was achieving synergies but nonetheless had a record of poor profitability. The

Committee needed to understand why this Was m‘e-tzsearrd'wheﬂxer-aﬂl(&}:‘l(,t
of 15% was achievable by 2006. If so, what steps needed to be taken to reach that

objective.

- “The Céopamittee recommended.. that the presenter prepare a eepe_x_l_'._a_t._e__',s_tbry N
specifically on Basell, to gain understanding of the market conditions faced and .
what self-help measures were available. The presenter reminded the Committee
that a moratorjum on divestment was in place until 1 January 2005 under the

shareholder agreement,

With respect to Basell the presenter commented that he did not see any miajor
impediments. due to Basell not being a 100% Shell entity although Cleo would
probably already be in place if Basell was 100% Shell The Committee .
commented that value and doability were key elements in reviewing each of the
options to be presented by the Team. The Committee also commented that the
Team should investigate what Basell should look like were it to become a 100%
Shell entity. The Committee believed that it was very important to gain sufficient”
understanding of Basell to enablé the Committee to undertake a detailed review

of its futu:e and to enable Conference to do the same.

In respect of the North American ethylene market, it was noted that buyers had
the option to build their own plants. While it was tenable to remain in this
market for the longer term, it may not be as strategically strong a business as it
might otherwise be. The presenter commented that Shell was heavily exposed to
the merchant market which accounted for 40% of Shell’s total production. The
Comurnittee noted that this was a very volatile market but queried whether there
may be scope for selling fhis business to take advantage of an upturn in the
market. The presenter responded, however, that he thought potential buyers

would look at the business in the longer term.

LONO0031503
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With respect to Shell Chemicals’ strengths and weaknesses, the .presenter

“emphasised the strength of the Chemicals’ staff but commented that the' age’

profile indicated that a significant number of key employees would be retiring

In relation to asset integrity, the presenter noted that the assets in Europe and

~"North Amenca were t‘ypxcalfy “older Than those in the Far Bast - Amrongoing T

programme of asset refurbishment was u.nderway The lower olefins assets in
North America were considered to be the next priority. Once lower olefins had
beent addressed, the remaining spend would bé spread across the whole business.

It was noted that the investor perspective presented on Shell Chemicals was, due
ta the requirement to_maintain confidentiality, drawn only from a very hzmtecl

» Wlfhm the nF.‘Xt ten vea13-~ A e o ke ; e B e s

.. Although. initial-indications:were that the largest challenges.with the chemicals . oo oo

range of sources. The Committee commented that a wider external perspecuve
was requiréd but noted the difficulties. in achieving this within confidentiality

constraints.

busme.ss were focused on North America and Basell, the Committee observed

that 1t was too early to make a }udgement

The Committee commented . that it would be-very helpful to obtain an.
understanding of how each SPU is positioned, particularly given that each SPU is

i/ery different in character. Each SPU should also be reviewed in the context of

what it brings to the Group generally and where it stands in the value chain. The

Committee were also aware that theé Chemicals business does bring in some

technology advantages which are helpful elsewhere in the Group. The p.resenter

confirmed that the SPU paper woulel be updated and in particular that the long- _: (
term reference coridiions ur'\derpirming this paper would also be reviewed. EO il
and polyethylene were clearly key paris of the value chain, especially with (
regard to the Middle East. : ‘

The Committee commented that over the years a series of promising Chemicals

projects had been brotight to it for consideration but which nonetheless had

proved to be disappointing in practice.  This Was_an issue which needed to be

addressed and a retrospective review should be carried out of the performance of (
these projects against plan. There was some suspicion in the organisation

generally with regard to the ability of Chemicals to perform and deliver on its

targets which the Team needed to bear in mind.
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