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A

Plul Watts: I don’t think we can afford to be complacent about the issue of stranded gas.
And, of course, you get quite a bit backing up, ranked on its unit technical cost and all the rest
of it. That’s why, from my perspective, I’'m s0 interested in the idea of gas to liquid schemes
where you produce a product that goes into the global oil pool and, of course, you have the
opportunity that it can be particularly tailored products for a particular use i particular
markets. That’s where | think we’re keen to get those schemes off and running.

Linda Cook: 1 think the other thing I would add to that is floating LNG becausc floating
LNG enables you to do a smaller-scale project without the large initial up front investinent
and you can get your cash flow going sooner then and then perhaps justify the large project
later. Both gas to liquid and floating LNG are featured in the technology exhibition, 30 1
encourage you to go by there after the Q& A session and find out more.

Phil Watts: They’re very interesting sessions.
Q.

This is Steve Pfeifer with Merrill-Lynch. Last year the Group went through a major
reallocation and streamlining of your capital budget, really focused on lower cap spending,
laying off some of your projects to interest in other companies and then also going through a
global allocation. Could you give us some sense for the old portfolio, what kand of internal
rate of return you may have been looking at and how that’s been improved by the new
portfolio going forward or maybe another way to describe it would be what’s the unit
operating cost or development cost per barrel for the new investment portfolio compared to
the previous portfolio that you had been pursuing in the past?

A

Phil Watts: I'li make a general comment but I'll tum to Dominique. 1 think one thing we
were very detertnined to do was to improve the downside robustness of our portfolio, And
when we use the catch phrase “we screen at 14 and then we check at 10 so that we sleep
easily in our beds™ 1 mean, it sounds a httle simplistic and whatever but that is deadly serious
and 5o 1'm pleased that ovet the last 12 months we’ve really got a better downside resilience
in the portfolio. Thope we never have to demonstrate how useful it is because you find

that. . as well as divesting some stuff that’s vulnerable, if you can improve your cost
performance, it works well at $14.00 a barrel. It works even better at... what 1s it... $22.00 a
barrel today. As far as getting to detailed numbers, I think that’s a bit early. I'm looking
forward to seeing the Schroders comparison of the oil industry in this coming June, July, so
that we see what’s happened to the unit finding costs and the like. Dominique?
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Dominique Gardy: Well, T would just Hike to come back to what 1 said this moming. Return
on average capital employed improvement between 1999 and 1998 was some 13 point. Haif
of that was due to better price per barrel but half of its 6 point return on average capital
employed was a result of the action... we did it through strategy cost leadership and portfolio
management. Re divestment, we divested some $1.7 billion capital employed in 1999.
Generally speaking, high cost type of assets and. .. this is defmitely something which has
improved our partfolio and will bear fruit in the years to come,

Q.

You got a couple of new LNG facilities Oman, Nigeria, what kind of netbacks to the
wellhead are you guys getting for the gas on that stuff and in a $14.00 a barrel Brent
environment, what kind of gas purchase price would you need to make a new LNG plant
economical?

A

Linda Cook: In terms of the netback to the wellhead, I think the important thing that we
always try 1o do with LNG projects is look at the integrated economics because in each of the
different countries we operate in, the contracts are written differently and the profit and
margins can be distributed differently so | think it’s important to look ar it on an integrated
basis. What we can say though is that the overall LNG portfolio at Shell as I showed you in
the numbers here is profitable at $14.00 a barrcl and expect a reasonable retum, a strong
return actually. And the economics on the integrated projects look equally good, if not better.

Phil Watts: Let me give an example of that 1 used to be Chief Executive in Nigeria and we
just approved Train 3, we’re a partner in Nigeria LNG. As well as being inherently profitable
in its own right, it will gather associated gas from our fields with the gas gathering system and
will do two things. 1t will facilitate the production of the oil and the profitability of that and it
will algo help to put out the flares which is part of our commitment to have a flares-out policy
in Nigena with a stretch target at 2005 and certainly cverything out by 2008,

Q.

Tom Schimidt from Alliance Capital. 1f you look at your total production and then look at
your exploration spending, aren’t you going to have to increase exploration eventually here ot
yoit’re not going to be able to replace reserves? You spent roughly, what, a billion and you
produced 1.3 billion.
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A

Phil Watts: Here would be an appropriate poiat to... we certainly want to do the best we can

- with exploration and you saw the numbers that are coming through, they’te io your charts.
On a...1 use the phrase “expectation.” 1 think you used the phrase “resources” basis as
opposed to the proven but... last year, 1999, in a traditional way of looking at it we... what we
found at $2.00 a barrel oil equivalent. If you look at the expectation, the resources, it was
closer to $.90. But, you’re nght, if you ook at that and the rate at which it’s going to mature
perhaps we’re a bit short.

Last year, we also went ahead with the Athabasca oil sands project and the day we took the
investment decision, 600 million barrels went, bang, to our reserves. Of course, they're under
mining reserves. Then you look at the deal that was done in Iran, and that’s a buy-back
contract, and there is by law no entitlement to reserves. So, they don’t show in all the reserves
numbers. When other Middle East Major Resource Holders open up, they could well not
adopt a sort of way of counting reserves and a way of looking at the business that we're used
to. So, T think we’ve got some explaining to do in working with analysts so we get a kind of
fair picture of how things are developed.

That wasn’t quite the question you asked but I broadened a bit to... and it may be also that at
some stage we’ll want to acquire reserves for money as opposed to the drill bit but there is
another tremendous source of reserves and I'd like Tim to comment if he would. Because, if
you look at our proven reserves and compare them with the expectation of what they could be,
there’s a dramatic prize there. Tim?

Tim Warren: You saw a very interesting chart in Din Megat’s presentation this morning that
separate our resource base in proven exploration expectations and what we call scope for
recovery. And scope for recovery is the resource base that we believe is unlockable with new
technology. If you look back to those charts, the numbers are very large indeed.

Phil Watts: 1 have no doubt that if we get Veolumces to Valuc to work with the application of
new technology, we don’t need to go to Wall Street for it, we’re actually sitting on a Jot of it.

Q

The question is one on the power business. Global power businesses are very highly
competitive and you have some pretty aggressive competitors there, for instance, Enron. Just
wondenng if you can elaborate a little bit more in terms of the approach that you take and also
that the target market perhaps what is different than some of your competitor or what
diffecentiates yourself and gives you the advantage. The second question 1s related to the gas
to liquid technology as well as the floating LNG as you indicate that both of them potentially
could reduce the cost or that could make the project more viable or feasible. If we’re looking
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out at, say, the next 10 years, do you foresce the two that will be, as a competitor, one will
pace the other or do you think they will be complimenting each other.

A.

Phil Watts: The first question is about the global power business and aggressive competitors
all over the world. Linda or Waltcr, there. .

Linda Cook: I'll at least start. Ishowed you the chart that compared InterGen to the
competitors over 1996 to 1999 and it showed that InterGen was the second most successful
greenfield independent power producer in terms of developing new projects in the world
outside of North America. So, they even beat Enron on that score and AES, of course, was
the company that was number one. | think they have. .. and that proves that InterGen has
world class skills in terms of project development and financing and those are the key
strengths they rely on in order to win the bid successfully and then have profitable projects
when they’re actually pursuing them and get the financing done.

The second question was on gas to liquids and floating LNG and I would say that we see
them as quite complimentary actually, to our existing LNG business. There are times, as [
mentioned, you can actually get started with a floating LNG project on a smaller scale and
expand it into a large NG facility later or you can do SMDS which is Shell Middle Distillate
Synthesis process which is our gas to liquids technology in conjunction with LNG and
cnhance the overall profitability of the project.

Phil Watts: Perhaps I could just ask Walter to comment and you may talk about the situation
in the US with InterGen,

Walter van de Vijver: As probably are aware, we started up InterGen in North America last
year and I was actually having dinner with Carlos Riva, the CEO of InterGen yesterday
because as you can imagine he is very excited about the next stage of where we're going with
InterGen and we feel that that venture and this unique linkage it will have with Shell, we’ll
not have to worry about the big Enron we always like to talk about. I mean, Enron is a
different business from the business we are and where our strategies are. We don’t try to
compare ourselves just with Enron. We have a more complete package we have..and more.
linkage with the E&P business that’s very important and we have different investment
opportunities, so we don’t look at the business through the eyes as Enron. At the same time,
we are very confident as 1.inda has shown with the success today that we can go where we
want to go with what we have put together and where we think we’re going.

Phil Watts: And, we’ll build, I think, on the global spread we have in this capacity. We're in
130 countries, Shell has a presence and I think that’s a really valuable thing to have in terms
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of getting to know who the customers are, how the country works, what the marketplace is
like.

Q.

John Mahady from Sanford Bernstein. To follow on Tom’s earlier question, what is the
finding and development cost assumption that’s being used in the volume and capital
spending forecasting that you’ ve shown us and, then, also, if you can share with us some of
the factors that went into your decision regarding Chad.

A

Phi} Watts: 1 got the question on Chad. I missed the first part and we have people listening
50 speak up.

Q.

Joha Mahady: What 1s the assumed finding and development cost that you have embedded m
the forecast that you’ve shown us today? What's your expectation for that number?

A

Phif Watts: 1 think the short answer to that is... and if you take one of those charts that was
demonstrated where Shell is actually the leading company as far as unit finding and
development cost is concerned, we would want that and, frankly, something improving on
that as we gel more focused and also with the benefil of better fechnology and doing things -
faster.

As far as Chad is concerned, I said that we had to make some hard decisions about which
prajeets to go forward with and which not and you saw the reality of the choices last year
were that we went for a major project in the despwater in Nigeria, a major project in the US,
Gulf of Mexico, Brutus, an offshore pipeline in Nigeria, shallow water field EA. We went to
Athabasca with all the story around that, huge reserves and the longevity of the project and
some others that you know and then a conscious decision that we would withdraw ffom the
Chad project. 'm pleased for Chad that it’s going ahead and that new partners have been
found in the form of Chevron and Petronas and I wish the project well and 1 hope it
contributes to the development of the country but there are some hard and tough choices that
you have to make as to what you can afford to spend in total and then what the balance and
shape of the portfolio of projects should add up to. Very often, it’s this downside resilience
criteria that forces you to take some hard decisions. I hope that’s... Tim...
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Tim Warren: ... on the first part, again. If'you look at what we’ve achieved through Dnlling
the Limit so far which... anything from 25-50% reductions in our well costs and recognize
that well construetion costs are anything to 40-50% of your finding and development costs,
and we don’t beheve that the 25-50% that we’ve realized now is today’s technology
limat. .. we've still got way to up the leaming cutve to actually extract the most from
today’s... and then factor in the 30% value increase that is the basis for which we’re investing
with Halliburton and WellDynamics and 1 think you can see that there are some very, very
significant reductions in unit finding and development costs going to be coming in the Shell
portfolio.

Q

Fred Leuoffer with Bear Sterns. How much of your Nigerian production is being affected by
the disturbances there now and what’s your assessment of that situation going forward?

A

Phal Watts: Thank you. I’m at least reasonably well-informed on that because every Monday
morning I insist on a special report from Nigeria... not that the guys that are running it aren’t
doing their job well but I have been the CEQ in Nigenia. This is more for old times sake and
deep affection for our people in Nigeria. They had a really difficult time last year and part of
the year before and that persisted until the first part of this year, 'm pleased to say that just
larcly things have improved quitc a lot and the atmosphere seems rather a lot better and, in
fact, we're not restrained in our production at the moment by community disturbances.
We’re, in fact, more restrained by quota restrictions from OPEC, would you believe. I think
it’s somcthing, though, that we have to manage and live with and ccrtainly we make all the
representations that we can to the Nigerian government about making sure that the people in
the local communities, where we’re producing, see their fair share of the revenue that comes
from the production of oil and that it’s not just in the capital and big cities and whatever. But
actually inakes it back to the commuaities and what they need is jobs. We play our part but
there’s no way we can take the role of government. But, as I say, things just at the moment
are looking quite a bit better.

Q.

Tyler Dan from Bank of Amenca Securities. 1 wanted to address the underlying decline rate
that’s in your projections. When you formulated these projections, was the Realizing the
Limit program... how far along was that and to what extent will that have perhaps offset that
underlying dechine rate? In other words, could your projections be conseevative or.., I gucss
I'm trying to figure out the impact of the Realizing the Limit program on the existing field
production.
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A

Tun Warren: I think you’re doing something we’re trying to figure out, as well, at the
moment.

Phil Watts: That’s a very honest answer.

Tim Warren: Yes, that’s honest... Realizing the Limit we kicked off, you know, at the end of
1998 and it’s been building momentum throughout 1999 and some of our operating units are
already banking, the advantages in their plans. The others are planning ta do that this year.
So, there is a significant component that is not yet in our plan, part of it is in our plan. We'll
certainly give you clarity on that at the end of this year.

Phil Watts: And, we’ll see how things develop over these next few years with these
programs. It’s not just a mechanical process. This is also about attitudes, hearts and minds,
and the ingenuity and the enthusiasm that vou can eagender when people see it delivers
Tesults,

Q.

Actually, that sort of segues into my second question which 1’'m sorry 1 didn’t state earlier.
The accountability that you mentioned in terms of your new way of managing the business,
could you just give us a refresher as to what’s different now, in terms of accountability, in
terms of management structure, versus before and when that major shift may have taken
place.

A

Phil Watts: Shell had an organization or management structure that served the company very,
very well for many, many years and I was part of that. I enjoyed the freedom I had in the
operating unit as man and boy and it was good fun. The world changes. You get into a more
competitive situation and the Group decided to change in early *96 from this matrix structure
which, frankly, had got terribly overgrown with all kinds of weeds and bureaucracy and we
went to a business structure. We sharpened that up significantly early in *99 where we went
from a kind of loose and vague business committee to an executive committee. I think that's
enough of the history.

Il tell you what the situation is like now. We're talking about both Executive Committees,
both for E&P and gas and power and it applies just the same. I'll describe the E&P one just
for ease of doing it only once.
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At the end of last year, 1 agreed my scorecard with the Chairman, with the Board, in fact, and
the scorecard has on it, top line perfonnance, return on average capital employed. And, then,
you go into the rest of the scorecard and it has a line that says unit costs, oil production, gas
production, reserve replacement. 1t goes into the next part. Tt has HSE, human resources,
some measures there. And then at the bottom of the chart. .. you can see 1 look at this quite
regularly and 1 can remember what it looks like... it has strategic milestones. Did we get that
investment decision for Bonga in Nigeria. There’s normally a month next to it.

Now, 1 have that and I share that with my colleagues on the Executive Committee and T cut it
up into slices. Din has his piece, and so it goes. Below that, within each particular region,
every operating unit has a scorecard that matches that. So, by the end of the year I have for
E&P and Gas and Power my books of scorecards and [ know who’s name it is at the top of
the thing. Perhaps the most important thing we do as an Executive Committee is make sure
that you’ve got the right people on the spot responsible for that piece of total score. Getting
the right people in the night places.

We have then quarterly an in-depth review of that and then we have a monthly review. And
I’s a bit arduous, It’s a bit straightforward and it’s pretty disciplined and you find out... you
know who’s accountable but then you see where things are going right or wrong and where
things are going wrong how can you inject... not just criticism and give people aslap. That’s
not the point of it. How can you use resources from elsewhere to help with that particular
sttuation? How can it be turned around? Does it need more people? Does it need a different
technology team to go and have a look at that problem? Daes it need more financial
resources, or whatever? That’s the way our business is.

I sometimes dream about the old days but it’s all changed. And everybody’s used to it by
now. Works well. Does that give you a feeling for what it’s like? It’s very tough but it’s
also_._tries to be very helpful.

Linda Cook: ¥would just add one thing. The other part of it that Phil didn’t mention was the
whole compensation structure which, believe me, is directly tied to our performance against
our scorecard.

Phil Watts: And we’ve upped the amplitude of that so that people that really make a
difference get really significantly rewarded.

Walter van der Vijver: From my side, one thing you have to add to that is that it’s not a story
any mare which we be very good in Shell of excuses. That doesn’t work any more. That’s a
big difference.

Phil Watts: We had brilliant rear-view mirror explanations of why this wasn’t really a very
sensible target to have in the first place. Last couple of questions.
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Q.

You said in your conclusion you wanted to be the partner of choice in major resource areas _
going forward. Do you have trouble sleeping at night that you’re maybe too stringent on your
criteria at $14.00 a barrel oil and 15% return?

A

Phil Watts: 1 think you've put your finger absolutely on one area that, if I did stay awake at
night and look at the ceiling and worry about things, it would be that we missed that trick,
yeah. And that’s why you can have that for every day, every day... there are the
[unintelligible]... but you also have to have certain areas that you're thinking about. Could
these be a special exception to this? 1f1 didn’t get that, would it be a shut-out forever? And
that doesn’t mean that we’re going to lose our capital discipline which some people would
arguc is a bit ight. [ would arguc that it then makes funds available, if we wanted to do it, for
really high value posiions that were perhaps one-time opportunities that we should have an
open mind o consider that sort of thing.

Q.
Let me tumn it around another way. Are you selling assets at $14.00?
A
Phil Watts: Are you selling assets at $14.00, Walter?
Walter van der Vijver: No way.
Phil Watts: No way. And we don’t sell assets on just the bare bones assessment. We dream
of how much more reserves you could possibly get out of it and then combine that with a
higher price before we let go.
Din -Megat: I think it*s good that the CEO of the business worries every night.
* Plul Watis: Not every night.

Din Megat. well... about the fact that some hurdles need to be met because we all feel it the
next morning. But through feeling that, then the creative juices started flowing and one thing
especially with the Major Resource Holders is all about continuing their engagement such that
we find solutions between ourselves which would lead to a win-win between both them and
ourselves. And through proper understanding as to what they really want—not just in the
short-term but over the longer term——it seems you are fooking at helping in the development
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of not just their natural resource but perhaps also their country. We will eventually find
solutions which meet our hurdle as well as the agpiration.

Phil Waits: Then we’ll have the last question after this one.
Q.

This is Stan Harbison from Scudder Kemper. You didn’t say a lot today, T don’t think, about
into the lower 48, the mature Canadian onshore and, if I might add the North Sea to that list.
These are all areas where it appears as if most major oil companies are disinvesting or
lowering their investment, sort of full-cycle economics were not very attractive after “97 and
then we heard the technology. So, it occurred to me that as a percentage of the rent that exists
in properties peshaps the biggest impact of that kind of technology, if it worked on smaller
scale issues, could be in the North Sea, or lower 48 or Calgary and it’s really just a question of
how you think about thosc arcas, because they’re not trivial. I mean, they used to consume
most of the ngs in the world and 1 just wonder how you think about those basic areas.

A

Walter van der Vijver: If you look at the lower 48 and the mature areas in the US and to
whatever has happened in industry, there’s an enormous fragmentation, as you know. And
one of the things that I clearly worry about is that with this fragmentation, all the smaller
players now looking at the mature assets. _they don’t have the skills, they don’t have the
technology, nor do they have the capital to actually make these things really work. I think you
comment in that sense is valid for the US. I would predict that you will see further changes in
the lower 48 because, given the advantage of technology and associated skills with it, you will
see that other companies will have to come back to get the best out of the assets. I assume
that the sarne will be valid to some extent for the North Sea, as well. Technology and the
skills and also the access to capital to do some of these things are going to be very dominant
factors.

Phil Watts: But we can prolong active life and help the aged and all the rest of it, but in the
end, you need the new provinces of West Africa, offshore Brazil, the whole Caspian area, the
other Major Resource Holders and that really must be a big... the commercialization of huge.
quantities of stranded gas. So, there’s a whole spectrum of possibilities out there that you
have to compare the lower 48 or the North Sea or whatever with you. The last question, if we
may.

Q.

Rob Amott from Morgan Stanley. I had a quick question to you on retums and looking out in
the future, in particular in the Middle East region because you talked of the area being a
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tremendous resource space... tremendous from the point of view of cast. What about the

 returns that you think you may get from the projects that ultimately you’ll be involved in

there? ’
A

Phil Watts: I thought Linda cxpressed it very well when she was talking about these new
things to do in gas and power down the gas value chain and all the rest of those when she
said... and then she said about LNG... we’re doing all this stuff, and your question is, “Do we
make any moncy?” And I think that’s the big caveat about Major Resource Holdars, these
new opportunities that we’re looking at is, will we make money? And we’re not in it for
utility rates of return because there’s too much risk associated with it. But that will be the big
challenge and it will need the sort of relationships and discussions that Din was talking about
to make sure that you can get into real win-win situations where we make an acceptable rate
of return and the government feels that the way it normally should go is that they make even
more and the better we do, they do ever better, 1t’s that sort of challenge that we face in these
new areas.

Can I say at the end, thank you very much for your attention and for coming. We really
appreciated the opportunity to walk about the company that we know and love and enjoy

_working for. Thank you very much indeed.
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- o Notes on-the Definition of Proved Reserves

The foundatien definition is that of the SEC, being that “proved oil and gas reserves are the

. estimated quantities of crude oil, natural gas, and natural gas llquxds which geological and

. engineering data demonstrate with reasonable certainty to be recoverable in future years from
known reserves under existing economic and operating conditions.”

The SEC do not specify how reserves are to be calculated. Other majors calculate published
reserves figures using the ‘Deterministic’ approach whereas Shell (alone, perhaps) usesa -
"“Probabilistic” approach

| T

The deterministic method involves using best Judgement to estimate a single reasonable value for
. each parameter related to reserve determination for a specific field, but restricted to field areas
- considered proved by drilling. The result is a single value for proved reserves. Beyond proved
~ reserves, in undeveloped areas there are also probable and possible reserves but these need not be
. calculated with the same degree of caution as proved reserves and are not published (generally).

The probabilistic method involves assigning ranges of possible values to each parameter ,

including the areal extent, and a possible range of values for reserves calculated by probabilistic
multiplication of the variables. The result is expressed as a probability curve, not a single value,
An expectation curve is developed which plots the confidence level that reserves will be greater
than the indicated volume. The 50% confidence level plots to the expectation reserves (which is.
also the area under the expectation curve). To meet the SEC requirement of reasonable certainty,
that value having an 85% chance of being exceeded is read from the expectation curve and termed
proved reserves. . :

| Confdence Expectation Curve
Lot .

. 8%

Yolume:

‘As data becomes more complete, particularly in producing fields, the deterministic estimate may
be expected to approach the Group expectation figure. The probablistic proven figure (85%)
. approaches the expectatlon (50%) ﬁgure towards the end of the field life.-

Conceptually, and broadly, the deterministic and probabilistic methods can be reconmled’ as -

follows : ,
: : - - kit
Developed Area | Undeveloped Area ﬁ“[’ ¢ ) v M” !
. /\0* fe tcty avfec"
] % Deterministic 4,4 ¢ &0 tonld 70#0 o
% = ~ Proved - [0 : - p
¥ . Reserves 1 ' en at o~
= 2 Deterministic. S _ : Jﬁ'—‘ e (’.3'/' ana /,
2 8 Proved ' ‘“‘/’[ Iz eﬂrf-ana""’",
'-i a Reserves
‘§ .
x 3 .
i
%S Probable
3 Reserves
&

Reserves-in a deveJOped area are reported as proved developed and those in an undeveloped area
are reported as proved undeveloped
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'_'Frowd DawdSl PXG o .

From: - FROWD, D.E. SIEP-EPS-SE
Sent: - . 28 November 1997 14:28

© Tow Frowd, David SI-PXG/ ‘
Subject: FW: Reserves Reporting

From(%ARREN Tg 1 EPT-TC SIEP RIJSWIJK OPENMAIL S

To: DI / EPS, SIEP, QPENMAIL; COLLIGAN, J.A./ EPA- .
SIEP, OPENMAIL PARSLEY A.J.! EPB, SEPIV, OPENMA!L Sprague, R.M. /
EPE, SIEP LONDON, OPENMAIL ROELS, H.J. M ! EPM, SIEP, OPENMAIL
Cc: EVANS, 8./ EPT-AM, SIEP RIJSWIJK OPENMAIL; BOSTOCK, D. /|
EPT-AM, siep RIJSWIJK, OPENMAIL; WATTS, P.B./ MGDPW, SI LONDON,
PROFS; SMITH, J.M./ EPS-FX, SIEP, OPENMAIL FROWD, D.E./ EPSLSE,

_ SIEP, OPENMAIL-
i Subject Reserves Reporting
Date: 28 November 1997 14:51

Please find below an initial synopsis of the QU responses (no response

from Nigeria as yet) to our letter. There is promise of a significant

reward and EPT-AM, EPS-SE will provide a paper for discussion and

decision at our 11/12 BUSCOM meeting. However, | believe it is useful

for you to have early warning of some of the issues. In particular, | -

‘would suggest that John and Harry encourage SSB and PDO to be openta :
\mplementmg any decision which would be communicated to them on 12th December

CA Greater mcfusnon of' commercxal SFR" m reserves

There is some negatlve reaction to this. The ratlona!e of the negetlve :
reponse is that once volumes are in reserves they will not receive the \
same attention or it will not be so easy to-justify appraisal/data L
gathering to mature to reserves. This would appear to be more of a !
mentality issue but if this perception is held by governments (BSP are ‘
. the most concerned about this aspect) or jomt venture partners, there
. may be real issues behind them. .

There were cjo issues around the pnnc@ probablhstuc addmon
(-;f:-;. only aroundthe | practicality.

B. Use of eﬁpectation deve_loped reserves as proven in mature fields

1. There is approx 500MMboe increase due to switching from P85t~ . 18
expectation developed as fields mature. (Nigeria has quite a few mature '
fields so | would anticipate it having a positive contribution to this

number). These figures are mainly based on 1.1.97. .

Impact on NIAT (from Peter Elami) is of the order of $150m|n . *

would be gained in 1997. Only a few OU submissions glve NIAT data for ;

later years, but theré is some indication that the difference in NIAT ‘

in 1998 would be sumn!ar This would contnbute some 0.5% in ROACE in 1998

2. Three OU - BSP, SSB, NAM - - report a negatlve impact on their
cashflow and hence a reduction in field NPV. These are due to proved
reserves being the basis for depreciation for tax purpose (BSP, NAM).or

- for capital allowances (SSB). The impact on SSB is pretty small, NAM is
the most significant at $10min p.a. BSP in between .

: _3. Two OU - BSP and PDO (and probably Nigena) - report a negative
~impact on the government relations front . time they have invested in
'bringing the governments round to the existing Shell system, .
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A 4. Expro do not want to "book" any posatlve changes this year because
of the liklihood of downgrading Brent next year when they would like to
. have offsets. .

5, Denmark fi gures lllué.trafe mcely thé longer terrn uhpact on NIAT. and
ROACE. ROACE is comparatively worse from 2000 if the reserves increases
. are adopted. ] .

6. Negative reactions to the methodology have come from BSP .NAM,
-~ Expro, EPE. These centre around "greater volatility” due to using
- expectation; book-keeping rather than real adjustments; inconsistency
. with probabilistic addition, The first two are correct; the latter is -
true for. mature fields but the existing methodology is more attuned to .
immature fields and the methodology for mature fields needs to be
revised. .

7. OU s need to know which way we are going sooner rather than later '
(5thr december for SSB; too late already for PDQ). . T
Also if they are to go.ahead they wish to be assured that this change =~ -
has been cleared by Group auditors. EPS-SE are actioning the latter

¢7.. Regards, oo ] . . . |
o Tim o _ o . o ‘-

Yol - _—
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e ns, John J SIFSCAH

From:: . . Perry John J SOPE OAMF

Sent; 10 April 2000 02:34 ~

To: P Jones, Peter J SOPE-OAM,; Elsenhans Lynn L SOPE-OA Walght Roy R SOPE OAF

.Cer ) S Lee, Tzu-Yang TY SOPE- OAP Sadler, David M SOPE- OAPS Haney, Matt MB-SiPC-
o . .. QFAD; Ekins, John J SI-FSCAH Arnot Mrles M SI-FSCAH

Subject: - 'RayOng lmparrment o

Importance: .+ High . '

Sensitivity: . C_onﬁdential :

The complexity ‘surrounding impairment of Rayéng 'codtinues

Impairment of Rayong needs to be reviewed at various levels

+«  Group accounts '

+ the accounts of the vanous holding compannes SIHL which owns (and only owns) the Shell lnvestment in Rayong,
and SPCo which owns the shares of SIHL, . . .

= the accounts of Rayong rtself

Each of the above is subject to drfferent accountmg standards for impairment;
«  Group accounts - American GAAP FAS121 .

. ». SIHL; SPCO - UK accounting standard, FRS 11"

~» Rayang - Thai accounting standard. . - -
‘\nd the prrncrples underlying the above are all drfferent tor varymg degrees

‘v ou may recall that at the beginning of thrs year the 1998 accounts of SIHL were published mcludmg an rmparrment of

its investment in Rayong. The impairment was based on (al numbers are end 1998):

+  SIHL investment (before impairment) USD 536min -

+ remaining shareholder equity in local accounts. of Rayong USD 380min, equuvelent to USD 243mln Shell share

» impairment of USD 293 min (being difference 536 - 243) -

The rationale for using the equity value of USD 380 min (100% basis) was the unlikelihood of any dividends in-next 20
. years and ongoing discussions with a third party which, at that time, were based on a Shell vnew of selling an interest
(100% bas:s) for circa USD 400min. : .

| have been drscussmg with London the need or otherwrse to show an rmparrment in SPCo's 1999 accounts in respect ’
_ of the investrment in SIHL. Based on continuing belief that no dividends are likely to be paid by Rayong in.the next 20
years a valuation based on fair market value is considered apprapriate. For this purpose we have used the maximum
fair market value quoted in the recent CMD presentatlon . . uso 200mln (100% basis). This would give rise to an
impairment in SPCa's accounts as follows: - :
+ investment value' USD 303min (net of provision already taken in 1998 accounts)
+ fair market value USD 128 min (64% of USD 200min) - :
"= impairment of USD 175 min ..

it is proposed to include in the accounts of SPCo irl 1999 an rmpalrment of USD 175min.

An alternative of delaying-the issue of SPCo accounts (€.9. until there is more clarity on sale to a third party and/or '

impairment in' Group accounts) has been examined but is dat feasible.

- A= alternative of writing down the investment to zero was rejected since any subsequent thrrd party sale ata value

ve zero would cause accounting difficulties. .

_Itis understood that the impairment will be identified in the SPCo accounts (since it is a material item) but detalls of the
asset being impaired will not be shown in the accounts Therefore this impairment is unlikely to cause sensitivities vis
a vis lenders, PTT or Rembrandt.

We will review lmpalrrnenl in the accounts of SIHL later this year, by whrch time the Group accounts’ posmon should be
clearer.

Matt Haney, has been fully involved with these discussions ahd will'be keeping Frar\k informed on these deve'lc)pmenls.

. regards, . o o
John . ‘ e -

John Perry.  OAMF - General Manager, Finance  MSD Business East Zone ‘
Shell Eastern Pelroleum (Ple) Limited; 83 Clemenceau Avenue, UE Square, Singapare 239920 . .
Tel +65 3848643 © Fax: +65 384 8491  Email; john jperry@shell.com.sg ' B
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Strictlv Confidential !
Presentation ExCom 31% January 2000

Preliminary Summary of End 1999 Proved Reserves

The objective of this note and presentation is 10 inform ExCorm of the end 1999 Group Resources,
especially proved and proved developed reserves, prior to the finalisation and External Audit clearance of
these numbets by the 4* February 2000, shead of the Q4 press release. The numbers are suill being
finalised, but adjustments are expected 10 be minor.

S R

Summary

+ The 1999 proved reserves replacement ratio is 46% for oilUNGL (141% in 1998) and 23% for gas
(255% in 1999). Tota} 0il/NGL/Gas replacement ratio for 1999 is 37% (182% in 1998).

+ Three year average proved reserves replacement ratio for 1999 is 106% for oil (146% in 1998) and
161% for gas (249% for pas), wotal replacement on boe basis is 126% (iB4% in 1998) (ref
attachment 1), Tt should be noted that the implementation of the new Petroleum Resource Guidelines
during 1998 accounted for roughly 50% of the 1998 proved reserves increase.

+ Including the AOSP “mining reserves™ the overall proved replac ratio ine from 37% to
82% and further inclusion of the Iran “psendo reserves™ inc the replac ratio 1o 94%.

+ Regional proved reserves replacement indicates a trend of limited resarves replacement in the matuce
areas of EPN and EPA from production and divestment and reserves additions in the other two areas
EPG and EPM.

Thére arc a number of issues regarding proved reserves booking for 1999 which require endorsement by

ExCom. The issves and recommendations are presented in this Note under “Jasves™.

Changes during 1999

- 2 -

Sommary of Proved Reserves i

The ESOSC proved reserves as of 1,1.2000 (assuming ree dations presented are endorsed) stand at
1523 min m’ GiIVNGL. (9581 min bbl) and 1647 mrd sm® gas (10,037 min boe), showing a decrease of
71 mln m® (449 mln bbl) and 64 mrd sm’ (388 min boe) for oil/NGL and gas respectively afier taking
account of 1999 producton being 132 min m’ (831 min bbl) 0il/NGL and £2.6 mud sm® (503 min boc).
Total proved reseives replacement ratio is 37% with 2 replicement ratio of 46% for oil and 23% for gas.

Unit Proved Proved Change Proved
Reserves Reserves Reserves i
111999 ] 112000 Repl, Ratio
QiUNGL | mlp m3 1594.8 15234 714 46%
Gas med sm3 17111 1647.4 633 3%
Total mbin boe 20.5 19.5 210 37% ' |

One new venture has booked first time proved reserves in 1999, Kazakhsian (Saigak +2 min m3 oil) and
one venmre no longer books proved reserves Chad (-0.4 min m3) as the Group has pulled out of the
Doba-project end 1999, :

DB 017784
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Summary of Reserves by Region

The changes in proved reserves split by Reglon shows that only EPG has 3 significant teplacemcnt Ao
for 1999 both oi/NGL and gas. As a result of production and divestments in the matuge aréas in EPN and
EPA replaccment ratio is very low with increxses just offsetting the divesied reserves. EPM replacement
ratio is also Jow. (Gas replacement ratio’s in EPM and EPG are ‘distonesd” due 100 low production).

4 bk e ke et

OIL/NGL fruin m3) Gas fmrd sm3)

Proved | Froved { Prod | Delta | Repl. Proved | Proved | Prod 1 Deds | Repl, | RR

1.1999 | 12000 | 1999 1 Ratio 11999 § 1.2000 | 1999 . Ratia | poe
EPN {578 480 70 & ]-9% 915 296 61 -19 % 1%
EPM | 316 08 7 -2 1% 109 94 3 .15 1% | U%
EPA | 157 159 14 2 115% Erzl 344 17 33 9% | 4%
EPG | 544 576 n 31 244% 110 113 3 3 % | 4%
Total | 1595 1523 132 -73 46% 1711 1647 | B3 44 3% % e

I

Breakdown of Changes by Category

The decrease in both oil/NGL. and gas reserves is the result of Production and Divestments (Salcs in
Place} from Portolio Management recommendations, the reductions arc only pandy offset by increases
from Discoverics & Extensions, Improved Recovcry. Revisions & Reclassifications and Aeruisitions

{Purchases in Place).
OIWNGL Gas
[min m3) - [mrd 5m3)
Proved Reserves 1.1.1999 1594.8 171L1
Revisions & Reclassifications 39.2 15.2
Improved Recovery 187§ 22
Extensions & Discoveries 53.7 ) -38.6
Purchases in Place 1.9 2
Sales In Place £23 313 :
Production 1999 =131 826 :
Proved Reserves 31,12.1999 15234 16474 {
;
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Major Changes by Category and Country
Breakdown of the major chanpes is as follows
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OWNGL Gas

fmin m3) {rwd sm3)
Sales in Place (Divestrents) 63 Sales in Place (Divestments) -37
USA (Enierprised Apache) 47 USA (Enerprise& Apache) -15 ;
Philippines (Texaco) -4 Philippines (Texaco) -19 i
Canada (Plains) -10 Canada (Plains) -3 :
Purchases In Piace (Acquisition) 11° Purchases in Place (Acguisition) [ :
Nigeriz SPDC (EA/EIA) 11 )
Extensions & Discoveries 54 Extensions & Discoveries 39 :
Nigeria SNEPCO (Ehra) 24 Nigeria SNEPCD (Ehra) 0 i
USA (Hickocy, Spirit, Auger ea.) 10 USA (Hickory, Spirit, Auger ea.) 9 !
Norway (Ormen Lange) 1 Norway (Ormen Lange) 12 :
Dennark (Halfdan) Denmark (Halfdan) 7
Nigeria SPDC 5 Nipesia SPDC 7 i
Others (New Zealind, Oman £.4.) 8 Crhers (Egypt, Matsysia, Bruncd. ca) 9
Impreved Recovery 19 Improved Recovery 2 ’
Oman PDO 9 Malaysia (Lower Pressure) 2
Others (Sakhalin, Alwia, Brunei) 10 Onhers [1]
Revisions & Reclassifications 39 Revisions & Reclassifications 15
Nigeria SPDC (Shallow Offshore) +18 Canada (Royalties in Cash +14) 19
Oman PDO +12- USA (Ovwn Use) -7
Gabon - +5 Norway (Troll gas contraci e.2.) 13
Canada +6 Ornan Gisco (Butidement) .12
Others NET -2 | | Othes NET 2

Impact AQSP and Iran

The proved oiUNGL and gas reserves exclude the Canadian OilSands AOSP -~ 95 min m3 proved
(600 min bbl) as these under SEC rules are classified as “minning reserves™ (volumes are incl. minority

interest). Also exclude are the lranian “Pseudo Reserves”™ Sorcosh/Nowrogz — 24 min m3 (150 min bbl
Shel) share) as proved reserves booking is currently still very sensitive in Iran. Note the 100% project

reserves volurnes in Iran are 950 min bbl (151 mln m3).

- Although the extemally reponed proved ol/NGL and gas reserves will not include AOSP “Mining
Reserves™ nor the Iran “Pscudo Reserves” the overall hydrocatbon resource replacement performance is

better represented if these volumes are-included resulting in a replacement ratio of 94%. -

Initial Repl. Ratio | Repl Ratio | Repl. Ratio | Repl. Ratio
Submission |  Proved | Excl A&D [ Incl AOSP |Incl. AQSP
excl adj. Reserves \ & lian
O/NGL N% 4% 24% 118% 136%
Gas 3% 23% 68% 231% 23%
Total 56% 371% 78% 82% 94%

The initially submitted reserves prior to the proposed adjustment gave a replacement ratio of 56%; after
adjustments but excluding Acquisitions and Divesiments the replacement ratio is 78%.
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tricely nrial

Proved Developed Reserves

The proved developed teserves as of 1.1.2000 stand at 795 min m® oiVUNGL and 775 mrd sm® gas,
showing an increase of 15 min m® and 2 rard sm® for oiUNGL and gas afier tking account of 1999
production. Proved developed replacement ratios are 111% for oil/ngl and 103% for Gas (108% total
boe).

The proved developed reserves replacement fatio for 1999 indicated that production as well as divested
developed reserves were replaced. Larpe cootributions were made by from wransfer of undeveloped
reserves 10 developed rescrves in Capada (Sable project start-up), Oman Gisco (production start-up),
Malaysia (Compression Installation F23), USA and UK.

issues

The following issues need codorsement fram the ExCor before finalising the 1999 proved reserves:

Nigeris SRPGSNEPCO — Ehra Discovery -

In twir inidal submission SNEPCO have booked the 1999 Ehra discovery (made by Exxon) as

commercial SFR 2nd oot as reserves. Up 1o the November 1999 monthly roporting (MISCOM) by ]

SNEPCO indicated booking of Ehra volumes as proved reserves for 1.1.2000, Bwra voluroes, however, )

were excluded from the 1.1.2000 proved reserves as Exxon indicated mid December 1999 that they would N

not include the volumes in their proved reserves and did ot presemt SNEPCD with 2 preliminary

deveiopment plan. Subsequent challenge has indjcated that volumes are sufficiendy large and sufficient

technical work has been done in Houoston to suppon proved reserves booking for 1.1.2000, K is thercfor

recomumended to advise SNEPCO w book Ehra proved reserves for 1.1.2000 of 24.0 mls m3 oit Shell 3

PSC entitlement. )

Booking of the Ehra discovery is also important in view of the extemmal Unit Finding Cost (UFC) which is i
cowtmmine  DaSed DD proved rescrves

T Ll

i avmrpitei st s S | Mdions and - cxploration
. expenditure disclosed.
rmﬁ..—-ﬁmm . P‘dim'n.ry ﬁgnm indicate
S St - - 1999 exploration
expendinme of 1087 min
,'_u» - - ‘USS for Gronp cornpanies.
£ Based on the Growp
2 company proved additions
% o o = form “discoveries &
F il S e extansions”  the UFC'9%
. = . = 4 would be 2.78 3/ excluding e
ol % § and 20 $4 including the )
15 7] [i-!’ Ehra discovery. )
- 2 L] A
" T Ll
Nigerin SPDC
Nigetis SPDC has submitted an increase in proved reserves of 80 min m3 proved reserves ~ this is

belitved 10 be 100 optimistic in view of the current Yicence expiry of 30™ Jusie 2019 for the Onshore

(MOU) and Shallow Offshore Licences by 30" November 2008, :
Under the alternative funding arrangement for EA/EJA Shell share of reserves incresse for these ficlds .
from 30% to 77.14% and the licence has been extended w 350 million barrels curmulative production. Net !
rzsult of these changes is an increase in proved reserves in the Shallow Offshore of 30 min m3 :
{129 min bbl). kt is recommended ta book these incremental volumes,

‘The: Onshore Licence expires mid —2019 and it is recommended 10 freeze the onshore proved reserves at o
the 1.1.1999 level to prevent potential large proved reserves reduction in future, if the planned growth ' Ty
does not or oply panily materialises. This means not book the 50 min m3 oil proved reserves addition for s
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1.1.2000 as submitted by SPDC. As a consequence proved onshore oil reserves in SPDC will decline with
curmulative production in futore years until such time that significant growth in oil production volumes .
has been established or a licence extension has been secured.

Abu Dhabi

Abu Dhabi proved oil reserves have hisiorically been booked on an expected growth scenario which still
has not malerialised under OPEC constrainis. As a result of the Abu Dhabi licence expiry early 2014
reserves have to be de-booked with deferral of the expected production increase. It is recommended 10
differentiate between an expected (50/50) forecast and a proved (HV10) forecast when estimating proved
reserves. An initial gap of two years delay in growth for 1.1.2000 requires a de-booking of 6.5 min m3.

Canada

The Group Resource Guidelines prescribe in line with SEC rules that 'Royalties in Kind® shouid be
excluded from the reserves but that ‘Royalties in Cash® should be incloded in the reserves, Historically
Canada proved reserves have been included net of all royalties, directly from the Shell Canada Annual
Repon data, Eardy 1999 it became clear that only oil royalties in Canada are due in Kind and that Gas
royalties are due in Cash. For 1.1.2000 reserves gas royalties have been included in the SC reserves —
addidon of 13.8 mla—mrd sm3. With the divesunent of the Plains propertics all oil ficlds have been
divested and Royalties in Kind are no longer applicable,

Australia

Australia SDA have indicated that WAPET have re-evalvated the Gorgon reserves which has lead toa ;
20% increase in recoverable volumes. In view of the limited market, availability and already large ;
uncommitted proved gas reserves carried by SDA based on future market expectations it has been
proposed and agreed with SDA and EPA not o include the additional 20 mrd sm3 for 1.1.2000. Booking
of the additional volumne in future is subject to further masket development and captre,

Proved Gas volumes in Australia have been a point of challenge by the extemal Auditors (KPMG/PWC)
for the last two years already and incremental booking at present would be hard to support:

UsSA .
Shell Oil up 1o 1998 reponted its financial performance extemmally scparsicly from the Group, which
included proved reserves based on Shell Oil's intemal veserves Guidelines. The Shell Ofl definition of
proved reserves includes ‘own use’ gas in the proved gas reserves,

Following the Globalisation in 1999 and de-registration of Shelt Oil from the SEC Shell Oif no longer
individually publishes its results and reserves. The Group's definition of proved reserves explicitly
excludes ‘own use’ gas form the reserves. To align reporting across the Group it is proposed that Shell Oil
reserves for 1.1.2000 are reported excluding *own use’ gas in line with the Group Guidclines, This results :
in a reduction of 6.5 mrd sm3 versvs the number submitted by Shell Oi) (-1.9% for Shell Oil, -75% for i
Arca and —7% for Altura).
The issue has been discussed with the Group Reserves Auditor and Group Extemnal Auditors who confirm '
that both intcrpretations are defendable under SEC rules but also acknowledge that reporting consistency !
across the Group is a styong consideration, ) ) ,'
Excluding own Use gas from the USA reserves also aligns with the new gas definition proposed for 2000
“Gas Production Available for Sales (from own Reserves)™ which also excludes own use and flared gas :
volumes.

It should be noted Shell Ol prefer not 1o adjust reserves and have submitied 1.1.2000 proved gas reserves
including “own usc’ gas.
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Strictly Confidential

The tomal of the above recommendations in tonms of echanges 1 the originally submiced pmved Teserves
by the Group Ventures is as follows:
OIL Proved Rescrves
+ Inclusion of Nigeria-SNEPCO 1999 Etra discovery (‘Exxon” block) + 240 min m*.
+ Inorease Nigerin-SPDC Shallow Offshore Reserves (EA/EAD) resuling from -

alternative funding agreement (77% share) and Licence extcnsion post Nov-2008 -

(max of 350 MMb) + 30.0 min m’
+ Limit Nigeria-SPDC Onshore (MOU) 10 currently booked proved rescrves minus

1999 production refiecting doubling of production 1o 1,400 W/d by 2010 only with

licence expiry in Jun-2019; Reduction form SPDC submission of - 50.0 min w’
¢ Redoce Abu Dhabi proved reserves biased on two year delay pmducmn increase

and licence expiry in Jan-2014 . 3

Total: - 2.5 min m’

GAS .
+ Exclude USA ‘own use’ gas in line with Group Reseyves Guidelines 65 mud s’ )
+ Australia SDA, increase in Gorgon volumes arc not included a5 proved reserves due
wgasmarkulmmons(W'lnudsm increase from 86.1 10 105.8 med say’) . 0.0 mud s’
3

+ Inclnde Canada gas royalty in eash in Bine with Group Reserves Guidelines

B T R il

Towl + 7.3 nud s’

Discoveries 1999

Two NVOs amd sixicen OUs have reponied a total of 59 successfol explomstion wells for 1998 vexsns

60 dry wells (nowe Shell Qil and Shell Canada statistics are not yet complete). Total Group share on-equity

basis (i.e. including carm:d Govemnment take in PSC countries) of the discovered hydrocarbon resource

volume i1 136 min m’ oil/NGL (857 miln bbl) and 67 mrd s’ gas (411 min huc). a oombimd wnl of

1,268 min boe.

Thete are seven large od finds one cach in Nigeria-SNEPCO (Ehra 746 min boe), Demnark (Halfdan 491

min boe) and Oman (Ghafeer 85 min bbi), plus two each in Australia-Woodside (Vincent 61 min bbi and

Enfield 72 min bbl) and Angola (Flatisa 117 rain boe and Flutonia 283 min boe).

A further seven gas fields were discovered onc in Egypt (Qbaiyed-South 74 min boc), fwo in Malaysia

(Kamansu East Upthrows 62, F23-5W 23 min boe), Australia SDA (Geryon and Orthrus) and Norway

(Ormen Lange South 125 min boe). The large deepwater gas discovery in Nigeria SNEPCO (Doro) under
current contractual terns does not give Shell any entidement. . )
Total exploration expenditure for 1999 is cumrendy cstimated at USS 1290 min sesulting in a0 interusl
unit resource finding cost of 1.02 $/b for the discovercd expectation resource velume of 1268 min boe.

If discovered resources form exploraton in 1999 are limited w shell share expectation reserves booked

for 1.1.2000 of 60 mia m3 oil/ngl (377 min bbl) and 19.4 mrd sm3 (118 min boe) a 10wl of 495 min boe

this results in 2 unit reserves finding cost of 2.60 /b,

.
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Key Proved Reserves Messages

- ‘89 Proved OiUNGL and Gas Replacement Ratio 37%

—~ Low aher three years high
~ Challenge 1 communicate extemalty
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* Unblocking Nigeria is Key .
— Production Performance and Proved Reserves additions
* 2000 Scorecard f
— SPDC mpact on proved reserves target equates o a 20% loss (LE 62%) - ‘
; + BP'99 2000-2004 Proved Reserves . i
. - 25% additions promised by SPDC are unfikely to materialise
+ Need to resolve reporting of Innovative Contracts
- Booking Pseudo Reserves “Buy-backs™
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H iat EXCOM 1999 Provied Rasarvad
@Lﬂ:ﬂ.ﬂ#—-—-—' Fhut Sty SHOD
Proved OIUNGL Heserves Issues

+ Nigeria SPNEPO - Deepwater
~ Book 1999 Ehra discovery {Exxon block) +24.0
« WNigeria SPDC - Shallow Offshore
~ ook ENEJA Aemative Funding/F10 + 300 :
- Nigeiia SPDC - Onshore i
~ Do ol book proposed Increase MOU -50.0 ) ;
Limnit platead proved forecast upto 1,400 b/d i
Licence expiry 30 June 2019
« Abu Dhabl
— Reducs proved reserves -« 865
Delay growth scenano by 2 years
L Licence expiry Jan 2014

Total - 28minmd |

EXCON 159 Frovesd Ronmve

@‘M Wik Smewsiry 200
Proved Gas Reserves Issues
» Canada
- intiude Gas Royatties in Cash +138
in ine wilhs Group Guidebnes ;
+ Australia T
- Do ot book increzse Gorgon (20%) + 08
Increase market take-Lp :
+ USA ‘ ' o
- Exclude own uss gas volumes
in line with Group Guidefines
Shell O3 - - 19% - 18
Area -5 % . A1 :
Altura T % - 0E ;
: - &S
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EP EXCOM
Minutes of mecting held 31st January 2000

1. Minutes and Highlights

« EP Procurcment “table” distributed to Excom who committed themselves to usc it
when visiting QUs as a reference to review progress being made in implementing EP
Procurement strategies.

s Excom on 7® February: videoconference confirmed; no Highlights. \/ ;

. SBW/EPLE May 2000 \EEEEEIEE CRigyehntact purre Jo STEP oc. obelp 7|
preparing logistics (whep format finally agreed). Gl

 Shell Capital financing proposals to third parties in EP and GP sectors: Gardy to
contact Treanot to ensure EP and GP are made aware of such financing proposals \/ '

beforchand. GRS FIoBRERHTHGES fof such co-ordination at the next Shell
Capital Bo )

«  Valle Morado: Rothermund to review impact of sudden increase in water production
and latest status of reserves.

QY

+ Brazl: Rothermund to review learnings from the unsuccessful joint Shell/ Enterprise
farm-in bid for exploration block BC20.

¢ Nigeria: .
el i se..country review.in April to be confirmed by Rothermund, ... .. ... ...
. value for money audit to be closely monitored by Rothermund/Gardy.

. “Syess Management” project: team to discuss with Rothermund .

+ Reminder: agenda itemns for Excom peed 1o be fifial on Thursday 9.00 (the Hague
time) preceding Excom and pre-reading to be submitted by noon latest.

1. Technology Portfolio/Value Management

- Support given to move forward with proposed * pilots™. However review with
Nigeria the most effective way forward in the light of other priorities (production in i
particular), : :

- Proper balance between short tenm deliveries and medinm term strategies is critical,

. Review possibilities to use Business to Technology maps as a potential “entry
ticket” in mew or existing ventures (lran),

- Prepare a presentation focused on short term deliveries to be included in the March
cost workshop,

- Progress to be reviewed at Excom in April and at May EPLF. i

)

3. Sustainable Development

Mepat/(Mann) to prepare a Strawiman on Vision (“Weave”, “Infuse™) and the way forward
within EP: review at Excom in April in anticipation of discussion and release at May
EPLF.

PBWO000387¢
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5]

4. Allegro ' i
- Recommendation reviewed and way forward agreed, _ |
. Achilles: should the ongoing mergex not get FTC approval , what are the
alternatives 7: review st 7" February Excom,
- Ulysses recommendation to be reassessed in the light of their balance sheet,
. Rrass to send out a note for information on “financials™ impact of potential deals to
be reviewed at 7® February Excom.

Cairn-VAR to be conducted. Megat to redraft the note re the way forward.

3. Preliminary Summary of end 1999 proved reserves
v Brass/(Gardy) in Baison with de Vries to review with Schroders how to deal with

-~ AOSP/Iran 1eserves. ;
« Proposed revisions in reserves supported except for: ‘
- - AbuDhabi: no change i
- Gas in USA: “own use™ still to be included. ;
i - Brass/(Platenkamp) to provide an analysis of exploration expeoditure, discovered
expectation volume and unit resource finding cost for sector , USA and WOUSA
by 7® February. ' :

6. Nevwe Nigeria MOU

ceemee < Rothrermund 1o review possibility-to get-new MOU-valid for- more than 3-years{(upto 5 r-—-—
. years) or at least get some insurance whereby this MOU would remain valid until 2 new '-
© 7 opewould be put in place. - : T
7. Argeotina Neuguér Egploration proposal resubmission’ T
Proposal to be reviewed as part of the overall EXPEX 2000.LE at 21st February Excorn.

8. Request for mandate to negotiate asset swap with USX/Marathon
Strategic support confirmed. Need to be on the driving seat with a *good” share (but not
the 55% option). Any swap alternative should be based on the respective value/risk of the

d assets to be swapped. ,
Megat/(Tambozer) to redraft the request for mandate accordingly. !

9. EP and Group Sﬁategy process l
Way forward to be decided at 1™ February Excom(s) Strategy Workshop. ?

10, New gas Volumes Definition "Gas production available For Sale™
Supported.

11, IDSUTANCE, . o msrieni s ML Sl ol 2
T enhal oty

P e TR R < ol RN
Supported. &57d5 15 prepire a nole & -

5 on Instranck chveriag Sthine forERS S /

12. e-Business: Current status and next steps

Commitment to deliver Commerce One deal implementation to be developed by Gardyl.
(Henderson). Additional specific opportunities (Integrated Planning, EP industry ported,
E-surplus, EP Expertise) on bold for the time being.

PBW0003871
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()

L

13. Future of Noordwijkerhout Learning Centre

Warren 1o tell Golden Tulip that cuurent terms are off and alternative terms and conditions
are expected by April. In the meantime Warren to come back with terms and conditions of
alternative solutions in the light of Global/ EP Open University requirerpents.

14. Learning and Development co-operation with BP-Amoco
Supported.

15. Travel - Service expectations and measurement
Supported. Metrics to be in place during Q1 2000.

16. Oil Opportunity in Algeria
Support given to go into dataToom 16 find out if there is a business case. Brass to dedicate
required resources.

17. Shell Business Week
» Format still to be validated by CMD,

i e Foposed O PATHEImIS bsas

18. EP Procurement conference
Supported.

19. Economics of tax on Group Loans

'Sﬂp‘p()ﬁﬁd- immn meben v n rwew x o= [ N T R [

20. Project Screening criteria,

Brass to prepare a note for discussion on the rationale for proposed changes in Gas PSV’s
and Power evaluation and screcning criteria: review at 21% February Excom.

21. Technology Implementation FRD follow np plan
Supported. V

12. Realising The Limit - status
Supported. Concern expressed about getting resources.

23. First Assignees - status
Supported. Opportunities to be identified with GP.

24, Shell Technology EP - Mandate to Negotiate a joint venture
Supported. Scope will have to be specifically defined.

15, Shell Technology EP - Mandate to Engage external financial partners
Supported. Warren to send the supporting strategy note to Brass.

16. Plans talk to staff in 2000

Supported.
27. Financial Analyst Expectation re EP Business
Supported. ‘
PBWO0003872
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28. Stakeholder En
Supported.

gagement in the EF Business
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A S  MOST CONFIDENTIAL

‘No.2494

COMMITTEE OF MANAGING DIRECTORS -
: MINUTES OF THE MEETING HELD IN THE HAGUE
‘ . : , ON TUESDAY, 11 SEPTEMBER 2001

Present: P BWatts - - Chairman
J van der Veer -
HJMRoels -
P D Skinner
W van de Vijver -

In attendance: $M G Hodge . '

SAFish -  Secretary

1.  MINUTES

The Minutes of CMD Meeting No. 2493 were approved, as amended.

2. CHINA EAST-WEST PIPEuNE/c;A_eroM

Din Megat, Tim Warren, Peter de Wit and Dominique Gardy entered the
meeting.

Tim Warien presented a repost on yecent developments relating, inter alia, to
the Shell bid and the question of financing support to Gazprom.

In light of these developments, he exj)lained, the proposal is to: -

(1) establish a Shell-led consortium of 16% Shell/16% ExxonMobil/16%
Gazprom/1% Hong Kong China Gas to negotiate a full 49% participation
in the pipeline and associated upstream PsC's;

. ..FOIA Confidential
Treatment Requested }
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(2) should either ExxonMobil or Gazprom be unwﬂlmg to parhc:pate, -
_ consxder Petronas as an alternative parhc:pant and :

(3 ‘toagreean appropriate fimeframe with PetroChina'. -

RN

The Committee expressed consxderable concern over a number of aspeds to the -
pmposal mcludmg the questnon of reputation management, the ‘cost of
financing, the issue of Board approval, and the ablhty of Gazprom to deliver on
its promises. In pamcular the Comnuttee

(l) quened the cost of the $1 bin guarantee and the basis for the nsked
exposure of $70 min;

(2)'_ emphasised the need to. obtain real value fmm Gazprom for any o Y
financing support ' [

(3) sought the assurance that the Group was not already commxtbed (m terms
of the protocol with Gazprom);

@) expressed a desire for a smaller ihterest in the pipeline; and

"(8) acknowledged that introducing Sakhalin would comphcate matters but )
recognised this could be raised in the discussions. '

In sum, the Committee acceptqd there would be some_coét to entering into

China but that any such.cost should be in return for cbnc'rete projects

supported with enforceable security instruments. It recognised that Shell may

have to walk away from the proposal at the risk of chsappomlmg both the

Chinese and the Gazprom alliance. _ . S 3

£ : _Copy of Minute to: W van de VI]VE]',' L Cook. g . : . _ .

3 NICHE ACQUISITIONS

Dominique Gardy, Lorin Brass, Judy Boynton and Aidan Mc](ay entered the_
meetmg .

[t

Aidan McKay presented a further report on EP Niche Acquisitions. He
identified five possible targets and compared their various characteristics,
valuations, their impact on the EP business and the likely competition for such -
targets. The targets were ranked in terms of their strategic fit, development
and growth opportunities and 'sjnergy value. It is proposed to continue with

" LON00030984

Y - FOIA Confidential | - .
Treatment Requested J




- Case 3:04-cv-00374-JAP-JJH Document 366-10  Filed 10/10/2007 = Page 18 of 43:

DRAET . - | . MOST_CONFII)ENHAL-
further staff work to ensiire preparations are m a ”deal ready state by end
. December. ' ‘ :
. The prihcipai aspects of the report were:

(). .Mega Mergers have gwen both BP and ExxonMobxl greatly mcreased'
' scale and additional positions in both old EP and new EP. '

. (2) " Shell EP has a high décline in “old” business and there is an indication
~ that some “new” business will not produce major returns for some time.

(3) There is a desire to reinvest in EP (which has been responsible for
deliv_eririg 60% of Group cash since 1975).

-

(4) Certain” old EP” targets may never rea]ly become * cheap”.

The Comxmttee thanked the presenters for an excellent presentahon and. the- -
very thorough staff work that had gone into it. The Committee made the
follqwing comments: :

(1) Al acquisition proposals should make clear the assumed forward curve
(hard numbers per year) for oil and gas in the presentations and pre-
reading materials.

(2). -The size of these acquisitions is crifical; each one will have a lai'ge impact
even on overall Group performance. "A clear statement on impacts on EP
and Group earnings at different prices is required. An assessment of the
fpact (as options) of the acqmsmons against the Base EP plan would be
he]pful.

(3) An assessment of the EP and GP aspired portfolio is_ ‘required to’
. determine the gaps and the fit of each of the targets. An analysis of each
target’s short term and long-term opportunities is required.

(4) Thereis uncertainty about appropriate energy prices and a clear view on
. this is required. All the relevant market metrics at L/M/H prices would
. be helpful..

_ (5) An assessment of share prices against EBITDA would be helpful, as
S would an assessment of goodwill effects.

(5 1is becommg very clear that a material shift to gas is going to be difficult
for a company of Shell’s size even through acquisition.

(6) Itis critical to maintain confidentiality on these targets.

\ LON0O030985
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. The Comxmttee thanked the presenters for an e:xCe]lent presentanon ar\d the s
very thorough preparatory work and reqmred that during October notes be
prepared containing the evaluation cnterra -and the necessary’ conditions for- -
launching acquisition efforts. These should be discussed before the Commxttee

. in time for the review at the October Conference B - _ B -

Capy of Minute to: W van de Vijver.

4. FEP ANALYSTS PRESENTATION

] Dormruque Gardy, Lorin Brass, ]udy Boynton a.nd Malcolm Brinded entered

the meelmg - - ‘ g

Walter van de Vijver presented t.‘ne proposed storylme for the EP presentahons
to analysts on 19/20 September '

The Committee agreed to revise the production growth rate to 3% a.a.i for the
period 2000-2005. The Committee acknowledged, however, that this growth
rate should be communicated with "appropriate caveats”. - '

In terms of the proposed messages, the Comumittee suggested that the
statement “productivity improvement from global value delivery drives”
would not be clear to analysts. - The Committee suggested also that the
messages include “robust profitability with downside resilience”.

Copy of Minute to: none.

00

- 5. YABUCOA REFINERY
Evert Henkes entered the meetir\g, Rein Willems joined by vrdeoconference

Evert Henkes presented a proposal to make a $123 min bid for the 85 kbd S\m '

refinery at Yabpcoa, Puerto Rico. The proposed bid price comprises $20 min -

for the acquisition of the fixed refining and logistics assets, $50 min for working (
_ capital, $30 min for projects to align the refinery to Shell’s desired operating

mode and $23 min for projects to improve HSE performance and to complete

site re-instrumentation. '

The Committee expressed its support for the proposal.

LONO0030986
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“The Commmee noted that the $5 m]n per annixin. negahve unpact on the C)P _ o - ;
“scorecard would 'be resolved between Chemicals and OP.  The Commxttee S

roted also that the proposal did not contain an analysxs; of ROACE impact and -
requested that the same be incladed in hiture proposals forall businesses. . .. .

Copy of Minute to: Jvan der Veer, B Henkes, M Warwick.

6. PROJECT “NEWMARKET”
o © Tim Warren, Peter Duncan and Peter de Wit entered the meeting,

) ' Txm Warren presented'a:\ report on the various opbons available t-o EP/GP
. S ' following the re)eCth of the revised merger propOsal for Woodside Petroleum.

As regards the current position, Woodsxde have been advxsed that Shell is
concerned by the fact that it has n6'control and-Jimited mﬂuence over major
investments, it is unable to gain access to full value from all investinents and is
exposed to what it regards as Woodside’s value-efoding activities. Woodside,
by contrast, believes it is iri a strong position to remain independent and wishes
to retain the current status quo. BHP sees'this as an opportunity to increase the

~ scale of its petroleum business, extract synerg:es and to increase its operating
capabxhty : '

Two (mutually exclusive) paths for moving' forward are proposed:

(1) enhancing Shell's current position with a view to gammg conirol of
Woodsxde atan appropnate time thereafter; or :

M

(2) exiting Woodsi‘de (through facilitating a BHPP/Woodside merger).

The Committee considered the merits of ea'ch': bpﬁon The Committee noted -
: that 6ption 1.(enhanced status qub/ gain control) provides some improvement
g in.the short term but will be difficult to achieve in the longer term., Option 2
- (exit) is achievable in the short-term although gives rise to a number of
uncertainties that require resolution beforehand. )

The Comtmttee supported the proposal to maintain “parallel paths" for the
time being focusing on enhancing the current status quo as well as exiting,

In relation to the exit option, the Committee suggested that efforts should be
directed at determining precisely what Shell's sequirements are but leaving the

LONODO30987
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' 'remamder of the work-on the proposal to BHPP The Cormmttee suggested

also that an exit for other assets rather than cash would be preferab]e

- Copy omeute to W van de Vx)ver

| AUSTRALIA COUNTRY REVIEW

_Peter Duncan, Peter de Wit, Tim Warren and Campbell Grant entered ‘the
meeting.

e - Peter Duncan presented the Australia Country Reviéw. His review focused on

”, identifying the principal . issues co_nfronﬁhg Shell i the coming years, : 2
presenting d realistic view of the outlook for Shell businesses and presenting
certain recommendations fegarding the company’s operations..

. The key challenges facing Shell Australia over the next decade include
" prospering in the “great garne of gas”, the Woodside relationship, an overhang
of local and regional refining capacity that s leading to hyper-competition .

 patticularly in retail gasoline and chasing opportunities in energy retailing.

Shell has $2.3 bln of capital employed in Australia. Shell Development
Australia (SDA) has some $1.13 bin in capital employed and the Oil Products’
“business has $1.18 bin in capxml employed. SDA's assets are pnmanly focused
on the North West Shelf and Timor Sea but include also the GP/Shell
Consumer interests in EdgeCap and Pulse. The OP business is underpinned
- by, refmenes in Sydney and Geelong, 2] terminals and about 1,400 service
stations, . . ) %

The recent performance of the two businesses has been very different with SDA - (.
returning a record result in 2000 of $724 min (ROACE 60%), while the OP
business Jost $30 min (ROACE -3%). Latest estimates for 2001 iridicate EP/GP
 returning $708 min (ROACE 68%) and OP returning $43 mln (ROACE 3%).
The presenter then discussed the” key. business strategies -for both the
EP/ GP/Consumer and OP businesses before tm'mng to the outlook for each of
~ these businesses. He concluded with some remarks concerning HSE-and (
i Human Resources issues.

Asked by the Committee about the likelihood of the success of the Sunrise
Floating LNG proposal, and the reaction of the press thereto, the presenter
replied that the 're%\cﬁon had been negative and that the Company was engaged
in bﬂeﬁng the press in order to change ‘opinicm." Peter de Wit added that the

LON00030988

TN - it e
' FOIA Confidential '
Treatment Requested




- Case 3:_04__—9v—00374—JAP—JJH Document 366-10.  Filed 10/10/2007 Page 22°0f 43 . |

CDRAFT . L ' . - MOST CONFIDENTIAL

o LNG Bus:hesé will double in the next - 15° yéérs “and Sﬁéll was not well - £
' posmoned in Australia’ because of hxgh costs in that country Floatmg LNG, if o
_ - successful, would transform this position, resulhng in the Jowest cost gasin the
-region. Shell will most likely have to accept other parties into the venture. He
further commented that only 20% of the field is Jocated in East Tunor territory,
" and so the tax issue is less important than for say P}nlhps, _whose interests lie
100% in East Timor temtory

' 'In relation to a queshon on Group reputation, the presenter ré;;]i-éd-thalt Shell's
reputation is not very high. Some ten years ago it wounld have achieved a 20%
positive rating; today its reputation probably receives a 10% rating. The -
decline in reputation is probably attributable to high pump prices (particularly
in the face of globalisation) and Woodside. = = '

Asked by the Committee about the Gorgon field and the stranded gas position,
Tim Warren replied that one would expect the Gorgon field to be the next field
to be developed through North West Shelf, but the company, with Chevron’s
support, . would need to convince BP of this (as the latter hope to develop
Tangguh). The joint venture structure is currently quite complicated, thus
eroding value, and one objective is to simplify this."

. Asked by the Committee about whether Chinese oil compar';ies such as
CNOOC could become involved in order to provide a market, Peter de Wit
replied that this was a possibility, most likely using gas from Gorgon. '

The Committee thanked the presenter for the review and expressed its special
appreciation for his loyal service to the Gmup over the past 35 years

Copy af Minute fo: none.

8. EQUILON GULF OF MEXICO-PIPELINES . ' S

Mark W).lhams entered the meeting; Rob Routs, Gus Noopn, Raoul Restucc:
and John Hoilowell joined by videoconference.

Rob Routs and John. Hollowell presented an overvxew of Eqmlon s Gulf of
Mexico (GoM) transportation business as well as a proposal to participate ina_ -
significant pipeline play related to BFP's deepwater developmmls in tbe
Southern Green Canyon area.

The presenters explained that Equilon has built an extensive nétwork of ‘
transportation assets in the GOM over the past 40 years. . It has leveraged that . -
ndential \ . LONOOO30989
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: posxhon to attract both. affiliate and non—afhhate volumes and has grown the' '

. business to an éstimated $120 min in 2001. ’I'he challenge ahead is for Equilon -

__to continue to grow this busmess The presmters then set out in some detail
.. the proposed pxpelme play.-

The " Commrttee expressed its dn'ectlonal support for the proposed” way .
~ forward. It requiested that the' caprtal investment proposal, when submitted,
. :should place the proposal within the context of the business’ overall strategy -
and the opportunities that may arise from gammg full control of the oil and gas
' ' pxpelme system. : :

" Copy of Minute to: P Skinner. .

9. PREP'ARAT]ON FOR 17/18 SEPI'E]\JBER'

Malcolm Bn.nded Roxanne Decyk and Judy Boynton entered the rneetmg

The Comrmttee consxdered the proposed agenda for the Busmess Optrons
discussions on 17/18 September -

Copy of Minute to: none.

10. PROJECT “NIKE”

Walter van de Vijver reported that the on-going discussions with Bridas have
‘been widened to include BP also. '

Copy of Minute to: none.

11. ANGOLA BI,OCK 3

.Walter van de Vijver reported that Shell Explorahon and Production Angola
B.V. has entered into a production sharing contract with Angola's national oil
company, Sonangol, in Block 34 offshore Angola.

Copy of Minute to: none.
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-12._‘.ASIAVISIT R

Harry Roels reported that he had met wnth the mayor of Shanghal and the
Director General of METI_. .

Copy of Minute to: none.
Hafry Roels reported that the GP CEO had met with Bresident Kim of Kogas.

) :
. : ] Copy of Minute to: none.

4. SHELL CAPITAL:

Harry Roels 'reported. that the business would generate a, sizeable profitona
recent loan transaction. .In terms of the transaction, Shell Capital loaned - -

- monies to a coal bed methane company, Mannix, in return for certain myalty
rights. Marnix had recmtly been acquired by Williams who now wmh to buy
out Shell Capital’s nghts '

Copy of Minute-to: none.

o ' 7 15 TRADERANGER

Harry Roels reported that following the recent techmcal dxsappomtrnmts,~ '

- Trade Ranger’s financial position was not: looking parhcularly healthy. Trade
Ranger members, however, were committed to mmtauﬁng the venture. Shell
was looking to see whether there was an opportunity to vawre a greater
interest in the venture. -

Copy of Minute fo: none.

16. PROJECT “SPECTRUM”

LONDD030991
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Paul Skinner reported that the FTC had published its Consent Order relating to

the Chevron/Texaco merger which provide's," inter alia, for the establishment of
the trust mechanism. Shell has issued a press release in response indicating its
acceptance of this 'ou_tcome. Shell received thereafter another approach from -
Texaco’s Chairman seeking further discussions with Shell. Shell has set out (
clear terms and conditions which would form the basis of ‘the meeting
including a value range and the acceptance of the terms of the draft MoU.
Texaco have ac_cepted these terms.

Copy of Minute to: none.

17. NAMIBIA - FATALITY A -

Paul Skinner reported, with regret, a road accident that resulted in five third
party fatalities. The accident occurred on 2 September when & passenger '
vehicle with seven 6ccupants collided with a road tanker. The accident is being
investigated. ' '

Copy of Minufe to: P Skinner.

18. NOTES FOR INFORMATION/DISCUSSION

The following matters were before the Committee as Notes for Information/
Discussion: :

1TEMS FOR DISCUSSION

Foithconﬁr_\g Items for CMD and Conférem:e :

' Carbon COnsu_-ained-Fut.ure FRD
(
: LONDO030992
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Unknown

From: Bell, John J SIEP-EPB-P

Sent: 20 January 2002 19:15

To: Van Driel, Peter P SIEP-EPB-P; Wharton, Mark M SIEP-EPB-P
‘Subject: FW: Proved reserves addition from Groningen

tyi

e---0riginal Message-~=—--

From: Van De Vijver, Walter SI-MGDWV

Sent: 18 January 2002 09:40

To: Bell, John J SIEP-EPB-P; Gardy, Dominique D SIEP-EPF
Subject: FW: Proved reserves addition from Groningen

————— Original Message--—--—-

¥rom: Bouman, MGJ NAM-ELG

Sent: 17 January 2002 13:57

To: Sprague, Bob RM SI-SEPI-EPN; Van De Vijver, Walter SI-MGDWV
Subject: Proved reserves addition from Groningen

'

From: M.G.J. {(Hans) Bouman, NAM-ELG, Hoogezand

Tel: +31 (0)592 -~ 363276 gsm: 06 201 35 448 fax: +31 (0)592 - 36
4330

Internet: m.g.j.bouman@nam.nl

Hello Bob/Walter

It is my pleasure to announce that today it has been formally approved
by all parties that Groningen will add a cool 22 mrd m3 proved reserves
{Shell share) to the pot.

We do this from the goodness of our heart, it was not in the scorecard!

It only materialised dve to the relentless pushing of Remco Ralbers who
knows about these things.

I hope this will help your scorecards.
Greetings from the north

Hans

EXHIBIT

WRRLEN -]

DB 07591
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From: Warren, Tim T.

Sent: 22 January 2002 22:08

To: FROST, DAVID D.B.; ALLMAN-WARD, PATRICK P. /SEPI/EPA-X; CLIFF, J. /SEPI /EPA,

Jager, Robert R.J. /ISEPI/EPA; Kerr, BRAD B. /SEP1/EPA; SUNMONU, MUTIU M.O.A. /SEPI
IEPA; TAUECCHIO, P.G. /SEPI/EPA; Martin Ten Brink (E-rnail)
Subject: FW: Reserves Replacement Ratio 3 yr rolling average

3yr rollin avg status
21-1-200.., :
Gents,

Just to emphasise how important 2002 reserves bookings will be.
1998 has long gone and we now need a repeat.

Regards,
Tim

S Original Message-----

From: NARUTA, JAAP J.

Sent: 21 Japuary 2002 18:34

To: Brass, Lorin L.L.; Cook, Linda Z.; Darley, John J.;

Dubnicki, Carol

C.; Gardy, D.; Megat, Zaharuddin Z.; Sprague, Robert M.; VanDeVijver,
Walter W.; WARD, BRIAN B.J.; Warren, Tim T.

Cc: Bell, John J.; Bichsel, Matthias M. /777264; Wood, Andy A.
Subject: Reserves Replacement Ratio 3 yr rolling average

VOOV M W N W Y WYY

Linda, Carol, Gents,

In response to a gquestion raised in Excom today please find
attached graphs showing 3 year rolling average RRR for three cases.

In line with Excom steer we will proceed on the basis that:

- Bonga main is not de-booked.

- NLNG train 4 & 5 areée booked in 2002

This is reflecged in Graph 3 (2001 RRR 80% including Athabasca )
Regards,

Jaap Nauta

VUV OV OV Y Y VY Y YV Y Y Y Y
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NOTE FOR DISCUSSION

Subject : Review of 2002 and 2003 Reserves Replacement

Date : 7 November 2002 !
l

FROM : EPB, EPG

TO: ExCom

Excom,

The attached note summarizes the current outlook for reserves replacement in 2002 and
2003. Jts objective is to stimulate discussion and management determination of
bookings and debookings that are being contemplated for the 2002 year-end reserves
disclosute to the SEC. Summary presentation material is also attached.

Lotin

In support of the above, an additional note on SNEPCO is attached, addsessing issues
raised by the recent audit of SEC Proved Reserves. i

Brian

L
<
%
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Note for Discussion
Review of 2002 and 2003 Reserves Replacement

The purpose of this note is to advise ExCom of the current outlook for proved reserves
teplacement in 2002 / 2003 and to obtain wmmm reserves
additions and debookings that are being contemplated for 2002.

The latest estimate for organic proved reserves additions in 2002 is 659 million boc
Reserves Replacement Ratio, RRR). Including the effects of A&D (principally Enterprise) this
increases 1o 1759 million boe {11 9%]. Significant downward pressure is exerted on these figures

by 2 recent SNEPCO audit finding that reserves there may be overstated by 133 million boe. A
similar volume of Enterprise reserves may also be at risk. subject vo the findings of ongoing
audits (Italy Tempa Rossa and Norway Skarv Area). Consequentdy the 2002 RRR could be as
low as 29% excluding A&D, or 101% including A&D. Offsetting upward pressure is limited.
Details are provided in Appendix A.

These Ggures compare with an EP plan for 2002 of 56% organic RRR (98% with Strategic i
Options, none of which is likely 1o be delivered this year). The prindpal reasons for
underperformance are a delay in the maturation of Bonga SW (90 million boe), disappointing
appraisal results in Namibia (125 million boe), PSC / PSV effects in Malaysia, Irap and Oman
GISCO (100 million boe) and a variety of other unforeseen negative revisions. These have been
offset by the Enterprise acquisition (1140 million boe, subject to audit) and acceleration of
Kashagan booking pursuant to the Declaration of Commerdiality (380 million boe, to be ratified
by the Group Reserves Auditor, once SKN documentation has been received).

Planned otganic proved reserves addidons for 2003 are 867 million boe (56% RRR), this being
heavily reliant on the delivery of Sakhalin, China W2E and Pinedale reserves additions. The total
would rise to 1021 million boe (66%) if cutrently defined Option projects mature (principally
Ommnen Tangsy, Considerable uncertainty applies to these figures and at this stage actual organic
performance could range between 40 and 100% depending mainly on the degree of success in
maturing (and funding) option projects and on the approach taken to the booking of Sakhalin
reserves. Sakhalin offers further flexibility to offset downward pressure on rescrves replacement
for 2003, subject to success in firming uvp LING matkets and to consideration of the planned
dilution of our interests in the venwmre.

Additional potental sources of reserves additions have been identified via T&OE (100 million
boe) and Strategic Options (some 500 million boe, risked), none of which are cutrendy funded in
the plan.
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The Reserves Opportunities Catalogue has been reviewed and updated (Appendix B). No items
are considered to be deliverable during 2002, although several hold potential for 2003 and the
following new items are being progressed at present:

. SPDC licence extensions: Nigerian legislation, supported by precedence, may allow
automatic licence renewal rights to be claimed and incorporated in SEC reserves filings.

- | Tax-paid PSCs: it may be possible to include production and reserves in recognition of tax
paid on behalf of Shell by National Oil Companies.

The Potential Reserves Exposure Catalogue has been teviewed and updated (Appendix C). No
debookings are considered to be necessary at this stage, apart from SNEPCO reserves (see
below), pussuant to the 2002 SEC Proved Reserves audit. The same audit supported the proved
reserves associated with waterflood in Bonga and Exha, which consequently have been removed
from the inventory. Certain elements of the Eaterprise portfolio are potentially at sk and have
been added to the inventory pending ongoing audit.

Proposal

- Enterprise should be portrayed externally as 2 fundamental conttibutor to the Group’s

reserves growth for 2002,
.- Possible major de-bookings:
SNEPCO -133 million boe: see separate Note for Information.
New Zealand Pohokura .55 million boe: technical revision &= ( wef's =D
Malaysia PSC effect -39 million boe: Jower cost, lower entitlemnent
Iran PSV effect -28 million boe
Thailand WF projects -27 million boe: unecopomic

Ornan (GISCO) PSV effect -23 million boe

- Possible major bookmgs
Kashagan *380 million boe: justification in preparation
Angola Block 18 (incremental) 45 million boe: audit planned, November 2002
USA Brutus Phase 1 39 million boe: SEPCo internal audit in progress

)
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Appendix A: 2002 Proved Reserves Additions Latest Estimate

Lalest Estimate, Proved Reserves Additions ’ End-September 2002

Fuunon Bos Proved Reserves Additiona Revarvos Replacament Rstio)
14 : Fan LE Doltn Plan, % LE %
Organic .
Macrabhurtan Kethagan Decly stion of Comherciality + Arman as4 4 oA
LISA | e WAL ACR A CGH0 MrinT Ssmie, Cromiiinesh athars) 139 145 s a8 w03
Ewunsd &7 -] (] AY ar
" {Conmtn 50 50, s s
Angols Biock 18 FIC T Fisked panding check with SEC nies »n a5 1?2 23 32
24 M -] I . 24
Canwk o 1, Boomr dubwtic [ 3 35 48 24
Vanamia et w Guin: Py I Wit Makb ety vt frmm EF il = = . .8
. ) » 2 4 24 18
.f ., 13 14 t [-1 ] 10
(}( Egypt . J" " " o8 08
- Wl b .| o8
Aus! — ] o3
Birunel (FCE) " 02 02
[ acpanting 3 3 02 02
|Qermavry Changad ! deferred drilfing programne 17 -4 -5 12 (73
[ Austradia (WPL) . .0 [} 0o 0.0
Fussla Deconsoikiation delerred L -2 " -5
USA (Ass Comp) Aora indhuded In USALE 4 -+ 03 -
Chanpod / reducad activity level ’ . 4 A . 03
Pakistan Bahdre-3 woll rest(T). Query Pis Mjure. ' -0 -0 07
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Oman (PDO) Prodk b g 4 y L T8 &4
Mgerta (SNEFCOH fhongm BV defwerid, Croiver sk Bioms Tarnad, hvlwr reklions undss i, "6 A6 82
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TOPCO NZ . - [} [ 00"
Bracd {Pactm) -3 -3 . 2
Philppies . : E 7 05
7 - -15 05 L
Omant {GISCO) Vil PSY / PSC aftect L) 2 A7
et Roducion perding completion of iudias OM04 4 27 30 a3 19
irwn P5V aiect . -2 28 20
{Malnyzia PRV/PDC slack, Tign PaptrsUbahMands, D05 SessphT » -8 10 22 <
Now Zantere Pohokura ’ 4 55 58 03 LX)
[Total Organic ™ (L] a7 - L4
Wnciudes ExCom adustment 1419 1407 43 -
[ALD 3
. et ) FIRA o far for effect of ASD production 29
ENTERPRISE (KMOC 0 46%) KMOC = 131 min bos iy 14 ) A
{Noreny 0 » 22
USA Rockise i . 2 a 18
TOPCO NZ . [} ] 08
UK ' Gaoldenays i 7 7 (1]
DR Congo (Zakre) . -7 -17 12
Nawe Zantond Portiono aticnatyation + franster to TOPCO NI 49 -AQ a2
tran Farm out ] -5 a5
[Yota) ARD . 1100 100 5
T otw! Organic + ARD . 70 ws 83 54 119
{Prochction Drpank + ARD 14t W [ R
[Fmaglc Gt
Whs 154 -154 10e
Gay (FUNG) & o s -145 102
Land ] -850 63
[Varmamia ngrt oa Ld B 80
AIOG fytisned n " LX)
Liym BlocKk 47 1] 2 15
Stephenaon » - 0.9
AtheRmoin nolional £} 13 09
O projects -2 H €1
[Totel, Buategic Optione o0 -0t 2 .
Grand Tot 1097 e a3 " H"e
Production (rand Tol 1419 1474 s
Uncertainty in Latost Estimate
(m;nlln_\ ; Proved Ressrvas Ad@itions Faavrves Rapicoment Fato]
%
M
Erdosfrive Yeampa Aosa, Skarv Arsa debooking -138 . 52
BNEPCO Fully imploment audt it -1 8.0
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Appendix B: Reserves Opportunities Catalogue (INovember 2002)
N Project ¥ID PRA! RRR2 ‘Note
Licence Extensions:
Nigeria SPDC (mostly expiting in 2019) 530 35% s
e Oman PDO (2012) C 500 35% .
d, Malaysia (various years) 450 3%
Abu Dhabi (2014) : 370 25%
Denmark (2012) - _ 80 5% 5
Norway (vatious years) - 70 5% '
Venemela (2013) ) 40 %
Sysia (2009 - 2014) _ 10 1%
Brund (2003) 0 0% s
Big Tickets and Strategic Optons '
Quon increase, Nigera 0 0% 7
Renin Sakhalin consolidated and/or more aggressive booking 600 40% ]
Yenezuels Cremaceous 2003 410 25%° .
Kuwsit OSA 2003 400 25% organic?
Iran Azadegan farm-in 2003 110 T A&D
Russia Zapolyamoye Neocomian 2004 760 50%
Libya Gas (Block 6 devt) 2004 - 440 30%
Iran Bangestan 2004 300 2% . '
Qatar SMDS 2004 300 2% A&D
ING )\, 2004 250 15%
Saudi Arabia CV1 + 2004 70 5%
v
Others v’ :
n  T&OE: 2003 potendal additons . 100 1% 1 '
N s Tax-paid PSCs (2003, in definition) - >40 >3% "
. ;" Ranked out of the Base Plan 2002 .
Nigetia SNEPCO Bonga SW 2003 70 5%
$ - ( China Changbei Upstream 2003 55 4%
\§ b" Australia Sunsise 2004 0 - A%
Y Options and Straregic Optons, 2003 ‘
Norway Qupen Laoge 20032 - 160 10%
Thiste(sked) 20035 300 20% _
Abu Dhabi Whale (cisked) 2003 150 10% A&D-
Russia Salyrn (risked) 2003 ‘ 60 % ofganic?
' Approximate Proved Reserves Additions, million boe, unrisked.
2 Approximate contribution to Proved Reserves Replacement Ratio in the year of reserves booking,
assuming annual production of 1500 million bot total for EP, OA basis,
3 Ongoing work suggests that SPDC might be able to claim automatic rights to production beyond
licence expiry. If confirmed, this could be the key to lifting the resceves booking moratodum, with new
bookings being tied to FIDs in future years. Reserves booking impact to be investigated.
4 Based on the currently reported post-licence Expectation Rescrves (550 million boe). Reserves 1 be
booked when there is cernainty that a deal will occur with no risk of demiled negotiations de-miling it.
5 Not under Shell control: negotiation to be conducted exclusively by Concessionaires (A.P. Mollex).
¢ Reserves already booked assuming that BSP's rghts to two 15-year licence extensions will be exercised.
Any reserves upside would be in relation to the negotiation of furthet extensions beyond the 30-year
winidow, but this may be offset by potential equity reduction in the first two 15-year extensions.
7 A quota increase is necessary in any case to enable production to grow and thereby enable the cutrendy
booked Proved Reserves to be realized. _
8 Bookings should in principle keep pace with “reasonably certain™ market development and preferably
with actual LING $ales contract fixtures. .
*  Cash-based Service Agreement with litde exposure to oil ptice. Reserves bookings mipht not be
possible. '
' Nominally 25 million boe from waterflood projects, 25 million boe from the T&OE Opportunities
Caulogue and 50 million boe from V2V reviews. '
11 Under investigaton: in some PSCs tax is paid by the NOC on behalf of contractor {i.c. Shell). It may
be possible to claim production and hence reserves in recognition of this.
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Appendix C: Potential Reserves Exposure Catalogue (November 2002)

Asset (Year booked) Reserves | Comment
mln boe .
Avusicalia Gorgon (1997) 560° | Booked in 1997 in enticpation of imminent FID, subscquentdy

deferred indefinitely by the downmum in Asian economics and the
‘!‘\, consequent reduction in demand for XNG. It is incvitable that a
resource of this magnitude will be developed evenmually,

SNEPCO ’ It is assumed that"m million boe of potentially overstated reserves
will be debooked at 31122002 (SEC  Reserves - Audit
recommendation),

Angola Block 18 2000) up to 55 Reserves rely on the successful implemenuation of water flood in

reservoirs that have limited local supporting analogucs. Nmﬁhclcss.
apalogy with the Gitassol ficld is invoked. Audit is planned before
the end of 2002. o :

Similar bookings by SNEPCOIwcte_considcmd acceprable during a
2002 reserves andit, being suppotted by extensive reference to analogy’
(although predominantly not with local resetvoirs). :

Rescrves potcnmlly at sk
estimated provisionally to be
75% of the cutrent inventory.

Norway Ormen Lange 109 Rescrves have been partially booked shead of VAR? and FID, whilst
(1999, 2000) Arappears that there are issues that could prevent it proceedipp, De-

booking will be considered only when and if it becomes clear that
development definitely will not proceed. FID planned in 2003 or |
2004.

Enterprise 136 Cerrin clements of the portfolio may not sadsfy minimum
' requirements for project matrity (Italy Tempa Rossa, Norway Skarv
Atea, possibly etlements of KMOC). Audits are in progress.

Netherdands, Waddenzee C2s Government-enforced moratorium on Waddenzee diilling, ‘due to

® ' environmental concerns, could ultimately prevent development from
proceeding,

Brunei legacy 20 - | Historical reserves bookings thar can no longer be suppored arc
inventorized and actively managed. Tt is expected that the remaining

(Vmous_) balance will be reduced to zero over the next two or three yeass, in
consulttion with national regulatory authorities,

Total 905 ‘The total proved reserves balance at 1.1,2002 was 19100 MMboc.

-

In addition, reseives in some OUs would be at risk if planned production rate increases do not materialize.
The OUs thus affected are SPDC Nigerda and Abn Dhabi. Furthermore, Oman PDO must sustain cumpent
production rates throughout the remaining lifetime of the licence to ensure production of the booked
ptoved reserves.

" The SEC provides no specific guidance on reserves disclosure for “novel” contract structures. Shell
currently has four bookings in this category: the Venczuela service agreement, Iran buy-back contract,
Oman Gisco and the booking of NGL reserves in connection with interests in Abu Dhabi GASCO.

Note: this inventory captures reserves bookings that are fully justified at present but which could come
) under threat of debooking, for example, should the SEC further clarify jts rules to imply that mors .,
conservatist should be applied by Form 20-F registrants.
FOIA Confidential
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Changes to Proved Reserves Additions
SNEPCO, Nigeria, November 2002

Proved Reserves Additions, million boe, Shell share

Previous LE (end-Aug)
Current LE

Plan . 116
49

0 Bonga SW deleted, VAR 3 deferred.
" Al potential E&A gains zerocd.

De-booking pursuant to 2002 SEC Reserves Andit.

Relative to Plan

Proposed end-year posidon  -133

Total impact on EPRRR  -16.9%

Bonga SW (92 min boe) plus Erha Deep and Erha South BE&A
Bonga 5W discounted, possible delay 1o VAR 3

None of the activities incorporated in the SNEPCO plan for reserves additions in 2002 will
materialize during the year. Furthermore, a recent SEC Proved Reserves Audit of SNEPCO
found that proved resexrves were overstated by 133 million boe at 31.12.2001:

(in min boe SS)

Abo 34

Bonga Oil/NGL: 366.2
Gas: 42.8

Esha 165.9

Total 608

31.12.2001  3112.2002 2002 Delta

4.5
-75.8
-25.9
-26.5

133

Apply Proved Area concept

} Proved Area &

} revised recovery factors

Erha-3 and Proved Arca &— Y93

»

{the so-called In Field Opportunides, or IFOs), this being despite an incteasc in recovery

~ In Bonga, the revisions are due to the exclusion of reserves in unpenetrated reservoirs \

that is now projected from the proved areas (FDP Revision 5).

- The revision in Erha reflects the results of the Etha-3 appraisal well (which removed
significant in-place volumes from thé model of the eastern fault block), and from the
exclusion of reserves in an as-yet unpenctrated central fault block.

The bulk of these reserves were first booked in 1998 and 1999. Since then, Shell has introduced
a revised interpretation of the SEC rules on the disclosure of proved reserves. This is explained

on the following page.

Y
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Clarification of SEC Rules

The SEC/FASB definition of proved reserves is, and always has been, strictly deterministic,
being based on recovery from the so-called “Proved Area™: the area of each reservoir that has
been proved by drilling. ‘This area is limited laterally by reasonable certainty over producton
continuity, and hence it generally stops at faults that could be sealing. It is Limited vertically by
the limits of hydrocarbons seen in wells, unless contacts outside this range can be inferred from
pressure data acquired from the hydrocarbon and water legs of the same reservoir. In : |
undeveloped or immature fields, the reporting of proved reserves for unpenetrated reservoirs is
not consistent with the SEC rules,

Before the SEC introduced its rules in 1977, Shell had developed 2 probabilistic approach to
describe uncertainty in reserves, Thereafter, until 1998, Shell continued to use its probabilistic
approach, equatng the 85% cumulative probability level to the “reasonable certainty” requited by
the SEC’s rules. ‘This could lead to the inclusion of reseeves from outside the Proved Atea,
insofar as these areas were included in the probabilistic tange. Also, in the case of Bonga, it lead
to the inclusion of reserves from reservoirs that had not yet been penetrated (the IFOs).

Shell’s probabilistic approach generally resulted in the over-reporting of proved reserves in
immature fields, but this was (more than) offset by updes-reporting in mature fields. In 1998, in
order.to correct the latter and curb excessive depreciation charges, Shell guidelines were
changed and brought more into line with the deterministic approach of the SEC. Approximately
1,200 million boe proved rescrves wete added to the inventory gs a result/ 19

.

* The Shell guidelines for immature fields were not finally updated undl 2002, spurred by the
issuance in 2000 and 2001 of guidance from the SEC which confirmed that their deterministic
limiting criteia (.e. the proved area) must be honoured even if probabilistic estimation

techniques are used.

Work is ongoing to try and establish whether Shell is conservative or otherwise in its approach to
the disclosure of proved reserves compared with comnpetitors.

<3
-

Opportunities will continue to be sought to engage the SEC in dialogue concerning modern
industry practices. The main aim is to encourage the SEC to recognize technological advances
that enable registrants to build confidence in “reasonably certain™ recovery estimates without
incurring the appraisal costs that are required to establish proved reserves according to the SEC’s
current rules,
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From: Warren, Tim SAL-CMAN

To: Bell, Sarah SDA-OE/21

CcC: Stouthamer, Christiaan SDA-FP/4; Crabtree, Paul SDA-OE/2; Spong,
Penny SDA-DCN/7; GX SDA Leadership Team

BCC:

Sent Date: 2002-12-15 22:45:24.000

Received Date: 2002-12-15 22:45:27.000

Subject: RE: Annual Reserves Reporting Assumptions

Attachments:

Sarah,

Happy with your proposed approach.

EXHIBIT

Regards, _
Tim LLELLO-LS

————— Original Message-—--

From: Bell, Sarah SDA-OE/21

Sent: Friday, 13 December 2002 4:15 PM

To: GX SDA Leadership Team

Cc: Stouthamer, Christiaan SDA-FP/4; Crabtree, Paul SDA-OE/2; Spong, Penny SDA-DCN/7
Subject: Annual Reserves Reporting Assumptions

Tim, David, Wim Hein, Dave, Helen,

In order to smoothen SDA's Annual Reserves Reporting process | have attached a list of
assumptions and recommended reserves management issues and would appreciate any comments
before 20th December (report submission date is 15th January). The three main discussion points are
as follows (refer to attached note for more details):-

1. Direct Gas - Gorgon to remain as reserves, as advised by the Group Reserves Coordinator, even
though there is some debate as to whether it satisfies updated stricter guidelines for proved reserves
bookings. There remains a small possibility that Walter Van de Vijver might decide to take the hit on
Group reserves replacement ratios this year and de-book Gorgon. For the NWS it is recommended to
incorporate technical revisions to Tidepole, Echo Yodel and Sculptor - which results in no change to
gas ultimate recovery and a small increase in condensate ultimate recovery, (2002 production will
result in a decrease in remaining reserves for both). The final technical status of NWS gas reserves
will be available from Woodside next week.

2. Direct Oil - Recommended to balance NWS oil ultimate recovery increase with Laminaria ultimate
recovery decrease - both have been peer reviewed and are technically justified (shell share ultimate
recovery neutral). Excellent production in 2002 will result in a significant decrease to remaining direct
oil reserves.

3. Indirect Oil - Recommended not to de-book Vincent volumes and classify Enfield 2002 'slither-
block' discovery as scope for recovery as opposed to Woodsides anticipated reserves booking (on
the basis that there is no clear evidence to de-book Vincent at this stage, however we do not want to
increase exposure to the total Vincent/Enfield/Laverde project prior to FID by increasing volumes).
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i 'you have any comments on the aftached it would be much appreciated. If you would like to discuss
in further detail please let me know

Regards, Sarah

<< File: ARPR 1.1.2003 assumptions v2.doc (Compressed) >>
Sarah Beli

Reservoir Engineer

Shell Development (Australia) Proprietary Limited

QV1 Building, 250 St Georges Terrace, Perth WA 6000, Australia

Tel: +61 8 9213 4607
Email: sarah.beli@shell.com.au
Internet; http://www.shell.com.au
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From: Morgner, Helen L SAL-ARV
Sent: Sunday, January 11, 2004 10:24 PM
To: Papaspiropoulos, Antonius A SDA-DPA; McKenzie, lan E SAL-

AOP; Poole, Catherine M SAL-ARE; Simpson, John P SAL-ARG;
Cannon, Annette C SAL-ARV/1; Harben, Anita SDA-DPAL;
Pericles, Sara L. SDA-BSG; Freeman, Karyn SEPL-EPA-S-E;
Chittleborough, Mark L SDA-DCG; McLaughlin, John J SDA-
DCG/2; Youngs, Charles SDA-FP/42; Christie, David A SDA-FP;
Crabtree, Paul T SDA-EPT,; Bell, Sarah SDA-OE/21; Gunner, Chris
SDA-DC; Williams, Sylvia R SIG-GPHX; Corrigan, Andy A SI-
PXXM; Warren, Tim N SAL-CMAN

Subject: RE: Recategorisation of Reserves

Hiall

Just to let you know that | have spoken to Tim and confirmed that he did talk to Reuters very
briefly this morning. His only quote was ""This does not change at all our commitment to the-
Gorgon project and...our expectation is that all these reserves eventually will be
recategorised back to proven developments at the appropriate time,” Shell Australia
Chairman Tim Warren told Reuters.”

Tim confirmed he will forward any other media queries received directly to me, | have spoken to
AAP and advised them to contact London directly via the pager number.

Annette has already sent through the Reuters article and the other newslines received so far
loday.

As per Antonius's message, | have spoken to Peter King from the Fed Dept of Industry and
relayed the key messages which he was happy with. He is preparing a briefing note for the
minister, especially in light of Abraham's visit, and flagged that the Minister is likely to be asked
Gorgon questions at the press conference Abraham is planning to have while in Melbourne this
Friday.

As such, he would appreciate any extra information we are able to give him. His direct no, is 02
6213 6626 and email peter. king@industry.gov.au

| have also received a couple of cails from analysts and referred them directly to Group Investor
Relations.

Cheers

Helen

Helen Morgner

Senior External Affairs Advisor

The Shell Company of Australia Limited

GPO Box 872K, Melbourne VIC 3001, Australia
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Tel: +61 3 8823 4070
Fax: +61 3 8823 4084
Email: helen.morgner@shell.com

Internet: <http://www.shell.com.au>

-----Original Message-—+--
From: Papaspiropoulos, Antonius A SDA-OPA
Sent: Monday, January 12, 2004 1:42 PM
To:  Morgner, Helen L SAL-ARV; McKenzie, lan E SAL-AOP; Poole, Catherine M SAL-ARE; Simpson, John P SAL-ARG; Cannon,
Annette C SAL-ARV/1

Ce:  Harben, Anita SDA-DPA1; Peridles, Sara L SDA-BSG; Freeman, Karyn S5EPL-EPA-S-E; Chittleborough, Mark L SDA-DCG;
McLaughlin, John 3 SDA-DCG/2; Younags, Charles SDA-FP/42; Christie, David A SDA-FP; Crabtree, Paul T SDA-EPT: Bell, Sarsh
SDA-QE/21; Gunner, Chris SDA-DC; Williams, Sytvia R SIG-GPHX; Corrigan, Andy A SI-PXOM

Subject: Recategonisation of Reserves
Importance: High

Colleagues

David Christie (as acting COO) chaired a meeting this morning in which the following (below) was
discussed:

| have spoken to Nigel Wilson at 10.15 this morning, merely to refer him to Andy Corrigan in
Media Relations, in London. ) have referred other callers to Andy over the weekend (London
Financial Times Australian stringer on Friday night, and John Phaceous at the West Australian
yesterday afternoon). Gorgon, and Shell's commitment to it, is obviously the issue everyone
wants to discuss.

| received a message at 9.30am from a Peter King (Department of Industry, Tourism, Resources
in Canberra) and pursuant to Tim's directives would ask that one of you contact him.

I have referred Nicky Todd at AAP (Brisbane) to Andy and to you, Helen, because she says Tim
is talking to the media (quoting a Reuters interview this morning). ’

| am attempting to obtain Q&A's from London, but | am not confident that these will be
forthcoming.

In the interim, | have been instructed to draft our own Q&A's which may prove worthwhile when
answering any questions in a reactive context,

Andy's contact details are;

Andy Corrigan

Group Media Relations

Shell International Limited

Shell Cenlre, London SE1 7NA, United Kingdom

Tel: +44 (0) 20 7934 5963 Fax: 5252 Other Tel: Mobile: 07786 661 733
Email: Andy.Corrigan@shell.com
Internet: hitp://www shell.com
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Tim's instructions:

» Al queries OTHER THAN govt and JV partners should be directed to London (Andy
Corrigan)

» All queries, including those directed to London to be channelled via DPA and logged and
sent to him

»  Govi/JV queries - WA queries to be channelled via Mark and Antonius

- Federal queries to be channelled via Melbourne EA & Tim

David Christie and Pau! will be back-ups
NO volunteering/proactive engagement - reactlive response (o queries only

Messages:

» This is a recategorisation, it does not change the molecules in the ground
» It does not change our minds on the commerciality of Gorgon project

It does not in any way change our commitment to the project, we remain fully committed
to Gorgon

Main reason for the change - Shell's internal guidelines have become more restrictive over time,
nothing to do with SEC compliance

Briefing to staff

» staff to notify DPA of any meetings planned with govt, JV partners over the rest of this
week

= NOT to be proactive in sharing above messages
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