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EPT Note to EPLF Kay 20u2

INCREASING “OU PULL”

i Inwldision to the effrt dese, L sbove, Gdor + 0, oo, - b INIY e bl

’ i ALn wwward zmplcmenmmn of an cnhanced "1 cc.hnology Deplugaeat framework”. This will
maximise value generation from new technology xmplcmcntanon (beyond a first implementation
in an OU).
Thc guiding principles are to:

Manage technology as any other resource, i.e. mtegrate lmplcmentatlon mto busmess plans
and have a “plan, do, review” loop;

* Have an effective mechanism to deliver xmplemcntanon support, ‘

= Build on existing best practices and honour different levels of “sophistication” in technology
management in OUs. : o ' '

This approach, which has already bcen 1mplcmcntcd in scvcra] major OUs, should help to
achieve asset “pull” for new technology in all OUs, and all assets. ‘The TSMT has recommended
OUs Kave:

»  Longer term, busmess driven technology nec_dslasplranons (for example from Business to

. Technology Maps), with value statements;

= A “staircase” per project/asset, i.e. a multi year plan of actnvmes to achieve these.
needs/aspirations.
Bencfits expressed in (nsked) A productlon. A cost, A reserves, and/or other value measures,
¢ New technology lmp]ementauon malestones included in business plans along with resource
" requirements;
= A mcchamsm to track progress (va]ue delivery) against the valuc statements.

This “OU pull” will be complemented by effective implementation support provision by STEP
and SGSi. To ¢nable the roll up of resource requirements, OUs will be asked to specify their
“planned tew technology implementations (with expected benéfits) in their Volume 2
. submxssnons "An essential element is coordinating this work within an OU, such that the highest.
€ ounced and supponed, and syncrgles are sought. :

" Actual implementation and value achieved agamst thcsc pl_ans _wﬂl be assessed fhmugh Volume

' . " To make OU staff aware of the technology offerings, the ixlnplémcnmioﬁ‘requircments and

support that can be provided, STEP will issue each year in October a “catalogue” of new and

emerging technologies for implementation. Although initially focussed on Shell technologies,
this catalogue should in the future also include valuable third party tcchnologles Furthermore,
the BIMs will acuvely facxhtatc the 1mp1ementauon of these conccpts in the OUs they support.

. . o
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EPT Note to EPLF May 2002
APFENT Y'(
"’401’"‘:{:” '.v(:\""! '¢7 M
TECHNOLOGY T 3001 ®ESULTS T 002 FLANST g
Expanded Tubulars $166 MM NPV Double number of applicalions
{ Underbatanced Drilling | $160 MM NPV Double number of programs
Smarnt Well Sofutions $193 MM NPV (appiied or oommﬂted) Expanding GIT to accelerate applications
4D Reservoir Imaging | $135 MM NPV 25 4D surveys:
High Rate Completions | 50 completions Expanding team to mest needs
Water o Value $35 MM NPV . Initiating implementation team to accelerate
] applications
Smarn Fields First Smart Fieid commrssnoned in BSP Firm up 10 projects in launch OUs
Imegrated Subsurface | n.a. ) . Project plan approved, 3 OU demonstration
Modeling . : S pro]ects ﬁnalised

The Expandable Tubulars effort, led by John Dewar, has had-a substantial bottom line unpact on many
: OUs through use of expandable sandscreens and solid expandables. Work is progressing towards the
‘monobore well moonshot, with a first field trial planned for later this year in. South Texas. Shell has a
- substantial lead on the industry in number of implementations and in technology development.:

. The Underbalanced Drilling effort, led by Brian Truelove, has seen implementation increase

significantly, with active programs now in 6 OUs, expanding to twice that number this year. Value .
primarily comes from well productxvxty improvements vs. conventional wells. Shell has three times the .
- UBD programmes as the rest of the majors combined, and has locked up much of the industry expertise.

Smart Well Solutions, led by Carlos Glandt, have seen applications increase with business impact shown
reflecting both installed and committed projects. Techndlogy development continues in a number of
areas, and additional resources are being provided to work directly with OUs on system and hardware

. selection and field deployment. By rmd‘2003 Shell will be the E&P industry's biggest user of smart well
completmns

: _Time Lapse Resérvmr Imngmg (4D), led by Hans de Waal, has rcachecl a level of matunty across man)"
-*OUs such.that the-team is switching to a diréct charge based service provision, with some resources being

- .-moved-to-a-new'linked implementation project on Integrated Subsurface Modeling. Shell in now leading
the industry in the application of 4D with active patticipation by almost all OUs. There will be a contmued

_need for central support from SEP’I‘AR with responsibility shxftmg to the OUs

The Smart Fields effort, led by Pneter Kapteqn 2001 The Group s first smart field was comnussnoncd in
SSB and BSP committed to a Smart Field development approach to Champion West (2004), We are on ‘
track to hit our moonshot fully about a year early. In 2002 the team will develop methodology and .
framework for smartness and ﬁrm up 10 projects in launch OUs: BSP, SSB, PDO (possibly SEPCO,

EXPRO, NAM)

High Rate Well Completions have been spcarheaded by the Apphed Well Technologies Team (EPT-
AWT), now under the leadership of John Hofland. Though this is not an official global implementation
tearn, the focused effort of this team has resulted in significant well productivity gains in a number of

© - OUs, including SEPCo, PDO, BSP, and SSB, among others, The team has been increased in size to

prowde more dlrect ou support, parm:ularly for productlon opportunities in Nigeria, Oman, and the US.

Wnter to Value Team, led by Zara Khatib, is also not an official global unplcmcntaum team, though this
group recognised the need to move from R&D to more technology implementation support. As such,
resources were reallocated to working directly with OUs on efforts to reduce water production, increase
hydrocarbon productJon, and posmvely unpact sustainable dcployment through bcttcr water management.

Tntegrated Subsurface Modclmg is a new cﬂ'ort starting this year that aims to achieve a step

improvement in the way we characterize, model and manage reservoirs. The leader of this team wxll be

named shortly. The team will address gaps in techhology skills tools, workﬂows. and their :
implementation, with the intent to maximise impact on production and reserves replaccment starting in : o
. 2002, with full effects to be seen in 2003 and bcyond . _ l 1 V00300600 ..
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ZLF - NOTE FOR DISCUSSION, MAY 2002
SvsEa B T I s o

SUMMARY '
Smart Fields is seen as the next step in E&P industry capability and a key initiative 1o
improve the pedormance of Shell's E&P assets. The Smart Fields program proposed
builds on the successful Global Implementation Team model and integrates or aligns
with related programs. EPLF is requested to endorse a forward-looking strategy to build
. an industry Ieadsng capability in Smart Fields. Specifically, all OU's are requested 1o
designate senior focal points/champions who are in a position to integrate disciplines
and technologies and can effectively network to implement, with the assistance of a
- SEPTAR based Smart Fields team, a portiolio (staircase) of projects.

Smart Flelds: what is it? : _
‘Smart Flelds' is a vision of the. future of the E&P industry. it defines a core capability
that Shell must develop over this decade. Like all maturing industries, the E&P industry
will have to successfully manage a step Increase in information and knowledge intensity
to achleve the next Jevel of performance. In order to maintain our reputation as the E&P
industry technical leader and attract top talent to the company, Shell must lead in Smart
- Fields. In addition to building excellence in the capabilities required for today, we must
. begin to build the capablllties that will determine our success In the future The proposal
is to initiate a program to do that.

Smart- Fields promotes and integrates the (information) technologies, skills and work-
processes that allow continuous and sustained improvement of lifecycle asset
performance.-.'A central concept in smart fields is the value loop’ consisting of data
gathering, modeling and decision making, in support of field development, management
and optimization activities, Novel technologies increasingly allow us to ‘acquire the data
we need to support our dacisions, rather than use the data we have’. We can gather,
- process and use both static and dynamic asset performance data more cost-effectively
-'than- ever. - Periodic optimization--can thus be replaced with continuous ‘real time’
~ optirization yielding significant préduction gains (fig. 1). ldeally a Smart Field leams
" from and adapls to changing conditions and hew data. With smart wells we now also
- have the means fo effect control over reservoir and production system performance. A
‘well with iulti-zone inflow controls and metering can replace muitiple wells/drainage
points, improving the cost-efficiency of draining complex reservoirs, yielding higher
productlon rates and increased ultimate recovery (ﬁg 2). ’

. The concept of the asset lifecycle as a spiral has been developed in Smart Fields (fig. 3).

' Current practice Is to concentrate on the optimization of individual lifecycle phases and
‘management loops. However, decisions made at one phase -of the lifecycle can
limit/determine the options available in the future. In Smart Fields the IT-enabled
collaborative work environment allows asset teams to generate and evaluate an -
increased number of development options. New technology creates opportunities for a
much tighter integration of data, models and decision. In addition, relevant knowledge
can be accessed remotely and control activnies can be initiated off site. '

What is the Business Impact?
The potentnal of Smart Fields to increase Group. asset value is seen to be very sigmficant .
and is estimated at more than $ 250 min/yr. Smart Field concepts, systematically
applied, can extend the economic life of Shel’'s assets through increased production and
recovery, remote operations and operational flexibility. E&P and non-E&P examples
" (aircraft, car industry, pharmaceuticals) of ‘smariness’ have been rewewed extrapolatlon

yuelds the following targets for a Shell program: .

“# - A better than 10% increase in production from existing and new assets

« More than 5% increase in Ultimate Recoveries (>10% in water/steam-ﬂoods)

o .. : . » Significantly reduced Opex through de- manning, remote operahon and
. ' . malntenance o 2 .
. T T i
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» A reduction in development planning/updating cycle times of mare than 75%

Reduced do mlmwmc—'nt risks nind uneortaintiog

o Improved ! (ocasting 2 oo b el
Competitive Intelligence puts the busmess \,aue other cornpanies have atiached to their
Smart Field programs at $ 150-275 min per year for bp (pre-Amoco), Chevron-Texaco
and PDVSA, from pre-dominantly subsurface applications. There is little or no downside
risk to Shell in undertaking the Smart Field program.

Where does it fit?

Smart Fields is a key integrating ‘umbrella theme’ for a large part of our R&D and

commercial technology access activities (STV). Coordinated closely with PM&! (Portfolio
~Management and Integration) and EP-CIO activities, it provides a framework for

integration, IT and e-business projects and helps define future skilt requirements for

T&OE. (The major OU defined projects will be entered in the TROE opportunity register)

Eventually the current Smart Well effort will be merged with Smart Fields.

The rndustry is closely watching the moves of. majors in this area. ISPs have, without
. ‘exception, reacted very positively to the ideas and concepts Shell has developed and
have volunteered risk-shared cooperation. in implementation and technology
development projects. Both Chevron-Texaco and bp are offering to share-data and
exchange information on their programs. :

Barriers and Enablers
_ Experience with Global lmplementatron Tearns has shown that a considerable amount of
‘on-site’ assistance and seed money is required to get OUs to investigate and implement
new projects. Many.asset teams are saturated with ongoing improvement efforts. There
is a need to coordmate/alrgh between activities, - both on the provider and the
customer/OU end. Integration is a key success factor and requires clear accountabilities
~ and authorities for desrgnmg and delivering complete solutions.

-SF pro;ects must be tailored to meet the specrflc busmess drivers of the asset. There is
ric one srze f‘rts all’ Smart solution: Considerable effort will have to be put into
ledge and leamrng

nlesgthere: .arctive_spmsorshrp at EPLF level Smart Frelds is unhkely to take hold in
view :oF the many cornpeting: priorities:and. busiriess pressures. Smart Fields is often
= about’ tnvesting irrlonger-term-asset value, which must complement our current focus on
R - short-term production improvement and cost reduction. The budget must be sufficient to
Co Create end sustain momentum and ‘pull i rn mdustnal partners ‘

A srgniﬂcant enabler is that some OU's (BSP, SSB and PDO) have already oommitted to
become lead OUs. The recent South-Furious-30 and Champion-West development
‘projects amply demonstrate the value and power of the Smart Fields concept.

_ Plans and Budgets
The current plan is to develop, over the next 12 months a portfolio (‘staircase’) of .
projects with lead OUs. . Priority will be given to smartness in production and reservoir
“surveillance to capture early value, moving later into development planning (FDP) and.
well execution phases. Early projects are expected to include e.g. refrofitting low-cost
CAO  and ‘web-based data management infra-structures to.  improve
- production/maintenance surveillance, integrating Smart Well and 4D/micro-selsmic data
flows/models - and. imegrated productron system (wells + facrlrties) design and
' optlmizatron .
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Current and emerging capabilities, both intermal and external to Shell, are being
mapped. Investmoots to accelate tech. H\mfﬂmeﬂt :n crmcal areas ars
=i ady B Len N 56 :}.:3. L .'x/‘rl 4 pa
o Coimlors, O Srnttfiends o Liemaecaly m >.t = & d
decision makmg capabnimes while a oommercxal technology HECCesS model may be
applied to the rapidly commeoditising data acquisition and data management areas.

© itis estimated that the program will take 20 man-yrs and a sustained investment level of
some $ 10 min/yr over the next 5 years_ This is in line with the scope and size of similar
projects in other industries and comparable 1o the initial Smart Wells effort,

~ Following a review with the TSMT, the decision was made to leave over half of the

~ Smart Field funding requirement to OU direct charge. However, given the lack of
resources and the near-term production focus in most OUs, this variance from the

.. successful GIM mode! carries a significant risk of slow progress or even fallure. EPLF is
asked to consider increasing the GSF by $5 million to accelerate the Smart Fields effort.

Conclusions. Shell’s Edge and Positioning

Smart Fields is an orgamzatnonal capability rather than a technology in the simple sense
_ of the word. It requires an enabling. organization to help balance skills, workflow and
_ technology elements. It creates an infrastructure that enables and sustains

. - improvements we make to our assets and allows us to systematucally capture and share
' leaming across the assets and OUs. This long-term investment in our core capabilities

will be a major determiner of how successful we are in the future. Smart Fields can
" become a significant and sustainable differentiating” capability for Shell E&P once
. developed it will be very dnffncult to, rephcate by others, :

The ability Io extract the maxnmum-value from hydrocarbon resources at all times and
under all conditions will increase our attractiveness ‘as a partner. Smart Fields, as a
*high tech’ vision of our E&P business, appeals to many of our staff and will help to
.attractl ad: gmeers to our company

: .___me_a.rt Oj_:__t_lm isatlon-'v_s Periodic Surveliilance: > 5%

well roductlon ’
10 7= L4 _

1 2 3 4 5 6 7 8 9 10weeks
@ Smart Suneillance g Normal Suneillance

' Figure 1. Impact of real time optimisation
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FTQ. 2 Smart Well/Field development concepts improve economics

-

~ Improving asset value by:

Integration of data, models
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asset lifecycle
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and support asset teams
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- speed up loops
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EPT Note to EPLF May 23, 2002
BRI S B oo o ~rno

o NN

SIEP Global Charges

- This note will Inform CEO's of the proposed Global Charges budget for 2003.
Background

On 28 March 2002 a workéhop' was held with representatives from CEQ's of several
. major Service Agreement Holders and the Sponsors in Central Offices, who provide
the related services to _review the proposed 2003 budget for SIEP Gl_obal Charges.

In its meeting of 11 March 2002 Excom had recommended to propose a budget for
the 2003 SIEP Global Charges which remains flat as compared to the 2002 budget.

Objectives of the workshop:

- to develop a common understanding of the value propositions underpinning the
. ~ various global charge components for next year's SIEP Global Charges budget,
_ including the regrets in the program which had to be taken into account to keep
- the budget proposal flat compared to 2002 levels, and '
-~ to arrive at an agreed recommendation for the EPLF in May 2002 for the 2003
SIEP Global Charges budget. B

Recommendation

Workshop participants agreed to propose to EPLF a budget for 2003 SIEP Global
Charges of USD 256.1 MM. This level was subsequently adjusted to USD 258.1 after
reviewing the.consequences. of the changes in the charging mechanisms between

- Shell Global Solutions, SIEP and the EP OU's, but still in line with the targeted range

_ of USD 250 MM to USD 260 MM as agreed at the workshop.. '

EPLF support is sought to endorse a budget for the 2003 SIEP Global Charges of
USD 2581 MM. - M

Attachment | shows the proposed changes to the proposed 2003 budget of USD

2631 MM.
J. C. Darley
CEPT
May 2002
o | . DB 29354
® D V00300605
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EPT Note to EPLF : May 23, 2002
] ' A e N o] gemd |
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EFT Noteto EPLF - May 23, 2002

2)

3

2

3

)

Llal

Service Agreemeus Holders strongly suppoit tue vajue propositions of the Techmology
Development Program. It is proposed to shift budgets from Global Technology
Implementation to the BAA program by increasing the budget for the BAA program by

'USD 1.6 MM and decreasing the budget for the Global Technology Implementation,

reducing it by USD 2.8 MM as it is expected that OU’s will have a bigger role in taking
up new technology. . : o

Further review of alignment of Global Networks with T&OE did not result in a lower
budget for either Global Networks and/or T&OE at this stage. It is therefore
recommended not to change those budgets. . :

The current arrangements with Shell Global Solutions were reviewed. It was initially
assumed that fees and rebate for buying SGSI services may offset each other causing a
zero impact to the Global Charges budget, however after discussions with SGSL, it is
more likely that we will end up with a USD 2.0 MM charge as the base layer fee will.not
be offset totally by rebates received from SGSL B

It is proposed to reduce the 2003 budget for External Representation by USD 0.5 MM to
bring it in line with 2001 actual spending S _

IT Development will be reduced by USD 1.0 MM by shifting more of the costs to Direct

. Charging. :

It is proposed to transfer USD 1.0 MM from the severance budget, part of the HR Policy,

“Advice and Support budgets, into the ExCom contingency budget.

For 2003 Shell's contribution to Trade Ranger amounts to USD 6.5 MM, out of USD 8.0
MM for eProcurement. This amount has been reviewed as to Opex or Capex and upon
advice from eProcurement/Group Accounts it is recommended not to change the
accounting treatment of the expenditures and to continue to treat them as Opex.

~-V00300607
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‘EPCIO B

'i

9 Dellvermg is W0 N2 2P B0 Ll

EPLF is requested to: .

© - Agree to promote minimum Qlobal IT performance standards for all OUs :
(mfrastructure, service rehabilrty, security, basic IT skills for staff, business reporting).

' Support global sharing of IT resources to complete GIvD implementation

: .Agree to implement EP Global Connect as the new global eommunication and
global working model for EP. .

‘ Aiign eBusiness and IT resources within eacn ou.

@-e_“e @-

COmmit to providmg more active support for IT:

. * - Incorporate IT topics in presentations. o T
- * Communicate to staff on Leadership Team decisions taken on IT pollcy.
. budgets and standards. - :

 * Participate in local workshops with ieadership teams on how IT can’
enhance ou perfonnance . -

More information on each of these requests is highlighted in the text of thls pre-reading
document.

. ER CIQ s working_ Qlosely_wn QUs o is,sitaiegy;of Delivering 1T to the EP Bottom Line as defined by

5 prioritised IT projects and is

-EP's changmg needs
rowth objecilves and help build

the Business Plan, Cdst s dﬁs of $1%
- target of $50 million, iﬁaddnio to a def
o . © 2002 expenditure plans. '

red e_:gpendlture of an estimated $33 million frorn the global

This pre—reading dooument inoludes the background to the five requests which will be presented at the
EPLF meeting on 23 May 2002 and also provides supporting information on four key areas of EP IT
acixwty

_ 1. Status update on EP. CIO business performance, inoludlng ou oosi savings and pio]ect results
: \deiwered between September 2001 and Apni 2002, -

B 2;_ Summary of acuons taken. by EP CIO in the past eight months to introduce business rigour o
' _EP's T function ' s

o 3 Update on EP ClO‘s programme to improve global IT mfrastruciure, and service rehabiilty,
: avaiiabiliiy and secunty This section includes an update on GI-D.

.:4. Six straiegic T pro]ects WhICh are being underiaken to deliver competiiive advanlage to EP. This
’ _'includes the new EP Global Connect eommunicaiion and globat woridng model,

- STRATEGIC rr_

: . EPLF May 2002

e
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