








-I:l­
I\J
o,
CO

."

ID
Cl..

(")
IDen
ID
CN
o
-I:l-,
~,
o
o
CN
--.J
-I:l-,
c-»
u,
c­
c-
I

o
o
oc
3
ID
:::J......

U
ID

(Q
CD
I\J
U1

2006

20052004

Most Confidential

2003

"$10 Plan" Investment Levels
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The 2000 EP Business Plan is based on a premised oil price of $l4/bbl. This
page describes a possible EP reaction to a sustained paIiod Of low oil price,
based on an assumed price fall from $26/bbl end-2OOO to $101bbl end 2001.
such that the average price over 2001 is $18/bbl. followed by $101bbl tor the
remainder of the Plan period.

The "$10 Plan" involves the foHowing amendments to the EP Business Ptan:

.. Expex: Reduced to $0.9 bin In 2002 and $0,6 bin per annum thereafter
through cancellation of discretionary activities, limited new acreage
acquisitions and sel-ected portfolio actions, resulting in reduced exploration
expense. Expenditure on brownfteJd and greenlietd maturation studies is
also reduced.

• Production Capex: Reduced to ca, $4,8 bin per annum through
deferment of major new developments, and cancellation of low-ranking
activities in existing assets. Development of Sakhalin and Kashagan ­
OKlOC would be deterred beyond the Plan period. Expenditure on existing
assets and post-FlD projects will be maintained to ensure maintenance of
production at current levels. By the time oil price is modelled to reach
$iOIbbI at end-2001, FID's will have been taken and commitments will
have been made 00 Saudi Gas, Bangestan, Felix, Angola Block 18,
salym, and Libya, in addition to OU Options. A sudden downturn in oil
prices would trigger a deferment of the further options.

• Production: Reduction of Production Capax is expected to result in flat
production through the Plan period. A fall in gas prices is assumed to iag
the oil price fall by 6 months, reSUlting in benefits in the UK and USA.

• Opex: Renegotiation of third-party contracts and other savings initiatives
expected to deliver a reduction in Unit Opex (GA) below $2.01boe
(excluding pension fund credits).

.. Renegotiation of licence terms and conditions, and further portfolio
actions, may result in further savings, but are not included here.

2000 lOP Busil'le$$ f't8n

5. ROBUSTNESS AGAINST OIL PRICE COLLAPSE

I The~riopresented results in the following outcomes at $101bb1:
I • Net Cash to Shareholder targets met through increased gearing

1,1

· Gearing levels increase from 19% to 27% but remain below 35%
throughout Plan period, with cash still in the NCA bank.

.. Average Capital Employed increases to $31.4 bin in 2005
1 • RDACE falls to 9- 10% throughout Plan period
I • Proved Reserves Replacement reduced to 55%
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Most Confidential

Progress towards meeting Group minimum environmental upeetationa
win continue:

• Reducing the Global Warming Potential of EP emissions, initially
targeting elimination of routine venting and flaring by 2003 and 2008
respectively • gas utilisation projects to harness flared gaft in Nigeria ate
crucial. Focus on emissions reduction will be tncreased with introduction of
carbon screening values and promotion of further participation in
emissions trading (STEPS) and pursuit of Clean Development Mechanism
(CDM) projects.

Giobal warming potential

• Reducing hydrocarbon spills is a priority target - improved pipeline and
flowline integrity in Oman and Nigeria is key;

• Remediation of previously identified high priority contamiMlion
legacies is complete except fof SPOC's Ebubu site (held by community
issues), and asp's Sungei Bara Basin (progmssing to 2001 completion).

• Improving the quality, scope and timeliness of Environmental Impct
ANoHment with particular focus 00 social (including health) aspects,
biodiversi1y and stakeholder engagement. Business processes to ensure
the early notification of NGOs: in sensitive areas. such as 'eco-regions' with
high biodiversity, will be fully implemented.
," •••••••••••• ¥ ¥_~~__ ~. _. ._~_ ~4_ 4 _~ ._.R. . ......._ .....~ ..

Woric related Stress is recognised as a significant risk throughout the
Group. A Stress Management Project in SIEPISEPI was initiated in 2000
and reports out in 03. Implementation of resutting action plan and

, opportunllies for roll-out of approach and teaming throughout EP are
: .. Important components of 2001 HSE plans.

2000 EP Business Plan

..
6.1 HSE
Q1, 02 2000 HSE results (17 fatalities to date, LTIF larest estimate 0.8)
indicate the need for continued vigilance and il'lCl'easad focus on HSE. EP
most urgently progress to the effective implementation of HSE Management
Systems (HSE-MS) essential to lasting improvements in HSE performance.
Key elements to drive this are:

• ISO 14001 (or equivalent) certification of the environmental component
for major installations to embed the MS at the worklng level • the majority
by end-2oo0 and the balance completed early 2001.

• A revised HSE audit methodology better to assess the effectiveness of
the HSE-MS control framework in managing HSE risk;

• A strengthened assumnce process 10 provide management
confirmation that the MS is applied;

• Structured assessment and development of HSE compelenCe in advisers
and line staff, introducing, a.a. an HSE skills forum and e-leaming;

• Approaches to drive the improvements in "safety cuiture" that are
largely recognised as key to achieving a step change in safety
performance. A set of tools that seek 10 reach the "hearts and minds" of
the workforce are being developed and tested.

• Introduction of Group wide minimum expectations for the management
of occupational and strategic health risks.

• Continued external verification of HSE performance supported by
further improved quality and process of HSE data reporting.
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• Measuring progress through Key Performance Indicators (KPls).

These are being developed particularly to address the quality of social
performance (including social Investment), and sustainabiHty integration (a
self assessment too} to test the degree of alignment of business processes
with sustainability principles}. These KP/s Will be piloted late 2000 wi1.h a
view to first reporting in 2001 (scorecard milestone). AJtf10ugh EP focussed,
these KPls will be aligned with Group indicators under parallet development.

-"gN\oQrow

Most Confidential

ValW: to all
stal<eholders

• Projecting SO as a differentiator tor companies.

There is increasing evidence that companies proactfvely pursuing SO are
achieving favour from ethicaJJy-ba.Sed investors. Pioneering SO approaches
such as those demonstrated by profects such ss Malampaya (establishing
the first SD professorial chair, maximising local employment opportunities)
and Athabasca (assessing greenhouse gases over the litecycJe) ara good
examples of where SO can addbusiness value. EP is actively seeking ways
systematically to leverage the Group's commitment, both to enhance
existing practices and to seek out new sources of value creation.

A practical approach to stimulal8 innovative thinking and identify SO
business opportunities is being tested in PDO, STEP and SCAN with a view
to providing, early in 2001, a structured framework, suppolted by case
studies, that can be applied at both EP Business and, in particular, OU and
NVOlevel.

23 October 20002000 EP BU$iM$s Plan

6. BUSINESS FOUNDATIONS (Continued)

6.2 SUSTAINABLE DEVELOPMENT
!n line with the EP vision to achieve and maintain an outstanding reputation
for sustainable development, EP will continue the journey along the path set
out in ..Sustsinabfe Dewtlopmfmt - The Way Forward for EP" issued mid·
1999. Over twenty EP companies, from large, establiShed OUs to small
NVOs, have developed their own SO strategies and policies which they are
implementing within the broad framework of six sustainability principles:
• Respect and safeguard peopie • Engage and work with stakeholders
• Minimise impact on the environment • Use resources effICiently
• Maximise profitability • Maximise benefits to the community

Promulgation of success stories that iltustrate the ways in which individual
companies have effectively contributed to SO Is crucial to progressing our
commitment ever more Widely into the Business. Effective communication
mechanisms established during 2000 will continue to facilitate sharing of
good practice between OUs/NVOs: a monthly SD Update is now received by
over 100 members of the EP SD Network; EP's SD Intranet is the biggest
source of SO information in the Group, providing a
central location for knowledge sharing and is regularly
one the most downloaded websites; special SO features
in internal publications and on Business 1V are also
helping to raise awareness.

Publications such as the brochure "Progressing
towards SO - Shell E&P's Commitment in Aetion" (right)
which includes examples from over 200Us, serve
the increasing demand to show external stakeholders
what our SD commitment means in practice.

Embedding SO considerations into every aspect: of our Business remains a
fundamental goal. In 2000, SO aspects were introduced into the capital
allocation process. project evaluation and screening criteria. 2001 activities
to further this aim will focus in three key areas:
•• Ensuring that sustainability principles are integrated into all key business

processes (both documents and decision making) to enhance ownership
In OUINVO plans.
identification of SO issues and opportunities early in the projecJ. cycle has
been strengthened in the New Business Forum and through application of
an early notification system for biodiversity (see 6.1) These aspects will
be incorporated into the new business identification and maturation
process during 2001.
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Exterwtt AKa;" Aptjgn Plan;
General

" AchieVe recognition of EA management as a key enabler for QVefClIl
business success

" Review OU/NVO RM plans, monitor their execution and provide
support in area of weakness

• Develop measurable targets for execution

" Ensure that EP key messages reftect current Group objectives

Issues Identification and Management

" Include key stakeholder iderttification

• Enhance regional networking on issues

Stakeholder Engagement

• Assist OUslNVOs to develop power maps (Issues vs Stakeholders)
• Develop measurable targets
Communication

• Develop a structured and co-oo:inated approach to external
communication

• Make more effective use of media for internal communication.

. Social Investment

• Develop measurable targets

• Provide guidelines OIl implementation based on current best
practice

Crisis and Business Continuity Management

• Increase awareness of revised Crisis Management procedures

• Support Crisis Management competence throughout EP and test
with realistic drills

Tools and Competence Enhancement

• Develop an EA Management Framework for 008 and NVOs

• Assist OUslNVOs to get pragmatic EA organisations resourced and
trained.

2000 El" Business Plan

6.3 EXTERNAL AFFAIRS (EA)
External Affairs aims to foster a mindset in EP that efficient management of
external affairs is as essential to the bottom-line success as technical,
operational, financial and HSE management. It is stressed that EA
management is too important to be left to EA practitioners only and that it is a
Line responsibility.

OUslNVOs will develop External Affairs plans which should be regularly
updated to:

ensure continued relevance in the face of changing circumstances
monitor execution
identify areas of weakness and opportunities for improvement

Stakeholder Engagement is still considered the main focus 01 EA
management. This, however, should be seen in the context of the other areas
of EA Management - Issues Identification and Management, External and
Internal Communication, Social Investment and Crisis and Business
Continuity Management - and EP's SliS1ainabfe Development objectives.
OUs/NVOs are expected to:

Identify the full range of stat<eholders concerned with a venture, and
the specific concerns and aspirations of each in relation to it,
Take maximum advantage of the Shell Brand in handfing relationships
and advancing reputation.
Maximum alignment with its stakeholders.

To complement efforts in the OUslNVOs, Corporate EA;
Provides EA management framework and associated tools
Provides. in close co-operation with Sl-PX, insight on global factors
that may have local relevance
Facilitates contacts with NGOs and others potentially interested in
specific OUlNVO areas of activity.
Provides support, including "fire-fighting" assistance in OUs and
NVOs where necessary.
Facifitates sharing of best practices throughout EP.
Supports development of EA competence, not just for dedicated
practitioners, but also for management team members needing
understanding of this area.

6. BUSINESS FOUNDATIONS (Continued)--------------------------_........,,,,,,---------------------------
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Most Confidential

• Learning &: Development:
FUlly operationalise the Learning Management system following the
successful 2000 pilot.

continue to build learning partnerships, and to migrate from traditional
Ieaming modes to the EP Global Open University model.

Relentlessly pursue the development of a professionally excellent and
globally integrated HR community.

• Performance & Reward:
Continue to drive personal accountability and performance, ensuring
global reward systems encourage high performance and help
strengthen people commitment.

Dri....e implementation of globally consistent competence-based
progression processes, and in doing, fuel the demand for personal
development.

• People Engagement;
Implement the defatted Diversity plan, designed to detiVSf significant
improvements in EP's diversity performance during the Plan period.
and founded on the recommendations of the 2000 DiverSity Value
Creation Project.

Continue to build and r&-build people commitment in order to ensure
the organisational health of the business.

• Leadership Development
To ensure the EP business has the leadership capability to capitalise
011 opportunities, support delivery of the EP strategy and develop
future leadership talent, continue the design and deliVery of leadership
assessment and development programmes tor leaders throughout the
business.

• HR-IT
In pursuit of wor1d-class HR processes, development of an integrated
HR inlonnation system.

%1fJ

6.4 HUMAN RESOURCES

Human Capital, linked to financial capital and techniCal achievement, will
ensure excellent strategy creation and execution and thus ultimately delivery
on our promises in the Business Plan.

HR fOCtJses on 3 key areas:

the provision of people and skills for the current and future business

.. enabling giobalisation of the business through global people
processes

building commitment of people throughoUt the business.

These are supported by a nulflbef of key people processes:

• resourcing of the business

• learning & development

• performance & reward

• people engagement
.. senior leadership development

Execution of these processes will take ptace in the context of ever changing
external factors and a globalising EP business.

.. Resourcing the Business
Continue the development and steer the implementation ot the Global
staff pool and ifs associated gtobal process to ensure global talents
are utilised to their fullest extent
Continue to drive global attraction and recruitment processes and
activities to meet both immediate (experienced) and future
(graduates) global demands for talent.

Implement an integrated pian to address the skills issues identified
from VoltJme 2 returns.

Develop aM implement a strategic resourdng and organisational
design process for new Vl!OtUres, ensuring optimum use of flexible
deploymel'lt capability.

6. BUSINESS FOUNDATIONS (Continued)
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Technology Action ptan

Maintain spend on in-house technology development programme at the 2000
level, Le. at $130 MM, focussing on: Drill & Produce the urn!t ($30.6 Mm).
Volumes to Value ($27.7 Mln). #1 Explorer ($15.6 Mln), Capital to Value ($
7.1 Mln), Deepwater Leadership ($14.9 Mln}. New EnergylNew Limits ($10.0
Mln), Technology Access ($26.5 Mln)

• STY teclmolooy de,plQYment Active portfolio management to maximise
value (Envemure, e2Tech, Well Dynamics); Focused investments
(Strategically build & complement portfolio positions); Cycle time
reductions (More rapid deployment for new venture technology)

.. Deeowater technology deployment plan: Provide best in class evaluation,
planning, development and well delivery prodUCts and solutions for Shell
DW DU's; Leverage SDS capabilities in support of DW portfolio actions;
Increase robustness of future DW developments against low oil price
threat

• Human Resources: Progress Centres of Excellence 10 operational phase,
and identify further opportunities; Advance acceptance of the Global Staff
Pool concept, provide a People & Skills plan. and represent the global
resourcing Interests of EP; Implement "EP Open University" and e­
Learning, leveraging organisational capabilities by maximising use of
global networks and global consultants

• Implement EP-SSl plan with specific focus on implementation of Group
desktop and IT infrastructures e.g. GiO.

.. Expand the value assurance review (VAR) process 10 inctude an "Asset
Operations" review to extend assurance of best practice implementation m
Major Projects.

.. Increase leverage of commercially attractive technologies and to enhance
Shell commercial focus via Shell Technology Investment Partnefship
(ST1P).

• Accelerate implementation of already avaUabfe technology programmes 10
meet QV's and service Companies demand: Volumes to Value, Producing
the Umit. Drilling the limit, CapItal to Value

• Deliver the global strategic technology implementation programme:
Under Balanced Drilling 6 campaigns
Smart Wells Solutions 10 applcations
Expandable Tubulars 40 applications
40 Reservoir lmaging 12 surveys

23 Qctober 20002000 EP Business Plan

6.5 TECHNOLOGV
SheH Technology EP Global Business Technology Strategy is best
encapsulated in the vision that "The Difference is Technology" and in our
aspiration 10 be "Too fast to follow".

Strategy
.. Support SheH to be the lirst and !he fastest up the learning curve in the

application of selected technologies.

.. Help Shell 10 be a preferred partner by being recognised in the industry as
a primary shaper and mover of EP technology.

.. Develop and maintain significant flexibility in approach towards the access
to, development and implementation of technology.

.. As part of this flexible approach, engage increasingly in commercial
activities,

Stmtegic Goals
.. Provide and support differentiating technologies that our customers use as

quickly as possible.

.. Complement our internal innovation process Irom ideas, innovation, and
technology from the outside world through strategic partnerships, alliances
and selective commercialisation of our products.

.. Focus technology development on high value adding technologies in
response to customer needs and supported by a truly collaborative global
approach.

.. Adopt and maintain a fit tor purpose approach to lor deploying and
supporting technology and best practice, matching the mode of delivery to
suit the capability (e.g. Deepwater Services, Realising the limit) and for
the customer (e.g. Iran Techmcal SeMce Centre, Syria Study Centre).

.. Attract the best people by providing challenging devetopment opportunities
in a stimulating environment that promotes IlYlOllation.

• Gain and maintain the respect 01 all stakeholders in order to retain our
license to operate.

• Ensure that our technologies contribute to the current and future
generations' economic, social and environmental security.5zc


