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APPENDIX A2 - EP STRATEGIC OPTIONS
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(0) Conceptual

Most Confidential

• New Geography
Caspian • mature field development plans for giant Kashagan field in
Kazakhstan and grow bridgehead in Azerbaijan

West Siberia - development of Salym and Komsomol oil fiads

Mexico(*} - potential upstream entry via gas sector andIOf deepwater

• New Markets
Sakhalin LNG - development of the Piltun-Lunskoye fields with LNG
export to Japan and Korea
Turkmenlstan to Tur1<ey • link upstream position via pipeline across
the caspian with market in Turkey
Atlantic Basin· link Venezuelan LNG supply with US market via own
capacity at Cove Point terminal
India(~} - capture potential of developing market through various
upstream positions (offshore, Bangladesh)
North American Gas - gas exploration program in Shahow GoM,
South Texas and Rockies to supply rapidly growing market

• Middle East URH
Iran Bangestan- brownfield re-development expansion, buy.t>ack
arrangement
Saudi - initial entry via gas (and associated dls developments) but
long-term objective cheap oil

Libya - brownfield re-development of onshore oil fields with upside

Kuwait - redevelopment of low-cost onshore 01 fields
Other ME - additional options currently being matured in other low
costMRHs

• Acquisition
Eastern GoM - new exploration acreage; access s4gnifica.nt portion of
- 20 bin barrels of undiscovered reserves
~Generic" major acquisition {conceptual} • achieve strategic shift in
portfolio characteristics

• NOC AUiance ..• (continues on page 51)

2000 EP BUiiinen Plan

Getting new business
.. Stratlegie Equity Swaps ("trading chips")

Brutus swap swap 20% interest fOf development opportunity
elsewhere
60nga swap swap 27% interest for development opportunity
elsewhere

Making the most of what we have
• New Dewiopment& • capax for field developments on new discoveries or

modifications on existing fields (total capax requirement >$500 mln Shell
share)

OU projects not in Foundation Plan taking FID in 2001 or 2002

Angola Block 18 development

Namibia gas~nt
• E&A follow-up - additional capax for follow-up projects contingent on

discoveries (total capax requirement >$500 mln Shell share)

GoM deepwater

Brazil BC-1O, 88-4. BC-2, BMC-10, BMS-8, FZA-1

Angola Block 18, Block 34

Nigeria UDW

Egypt NeMed

.. Portfolio Management
Do not dMute NowroozlSoroosh - keep 100% working interest;
maintain $10 robustness of overall portfolio

"Generic" major divestment (conceptual) - realise value at high oH
price

A total of 39 options have been identified. including incremental investment
opportunities, significant divestmeots and major new entries. The figure on
the next page differentiates the traditional options (<<New Developments" and
"E&A Foliow-up" ) from the bolder options that reflect strategic shifts Of

breaking new groUfld. A brief summary of each option is included below.
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Unconventional
Resources

Page so

Technology
Ventul'W

Most Confidential

Breaking new ground

GII.
Innovator

Middle East
YRM

New
Markets

23 October 2000

Getting new business

Equity
Swaps

New
GecJgraphies

E&A
Follow-up

Portfolio
Management

New
Deveiopments

2OO(l EP Business Plan

APPENDIX A2 (Continued)

Making the most of what we have
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200320022001

IrlCrBf1le1I"/aJ capex does not include saWI Gas lease Payment {$3.9 bin unrlsked. $2 bin risked}

Incremental Capex Comparison of SCenarios

Several scenarios were built to assess the impact of different portfolios:

• ~aJl unrisked" . incorporates all options assuming 100% success

• ~all risked" - also includes all options but weighted with 1heir POS to
commercial success

• ~base options~ - takes on board only those options 10 which access has
already been secured

• ~big tickets" - further adds a number of major new entries: saudi Gas,
Bangestan, Zapo, Salym, Oscar and Libya

• ~afternative" - constitutes a different selection of big tiCkets: Saudi Gas,
Bangestan, ZaPO. Komsomol. Feltx, T2T, Kuwait and East Jordan

• "gas foc::us'" - as the name implies, gives preference to gas options

The unrisked scenario presents an upper bound in terms of required capax,
production and ROAGE impact; the scenario with base options provides a
lower bound. The risked case offers a fair representation of the other
scenarios.

23 October 20002000 El" Business Plan

APPENDIX A2 (Continued)

(*) Conceptual

The options have been analysed on the basis of production, reserves,
materiality, capital efficiency, robustness, and impact 00 our competitive
position. All options meet investment criteria and add signifICant value to the
business, and EP would exercise all options in an unconstrained business
environment.

Breaking new grQund

.. Gas Innovator

FlNG(-) - first application of floating LNG offshore Northern Australia

SMDS(') - leverage SMDS technology to secure early development of
gas discoveries

.. Unconventional Resources

Eureka - grow material business using Shell's ICP technoiogy (long
term)

Hot Fractured Rocks - grow material energy business using Shell
HFR technology (long term)

.. Technology Venturer

STV • commercialisation of Shell tochnology to accelerate deployment
and maximise value

.. NOe Alliance
Gazprom - strategic alliance; joint development of ZapoIyarnoye field

t".

- Oscar - strategic alliance with Sinopec in order to gain access to East
China gas market and upstream positions

FaUx • strategic alliance with CNOOC in order to gain access to East
China gas market and upstream posltions

Petronas - form a strategic alliance to assist Petronas in becoming an
international player whilst strengthening our position in Malaysia

Syria(') - re-development and production enhancement of SPC's giant
Souedie field
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ROACE expectations remain healthy for all scenarios, particularly taking into
account current high oil prices which are expected to extend well into 2001
and the effect the resulting high income levels have on ROACE in 2001 as
well as 2002.

Impact of SCenarios on EP Global ROACE

APPENDIX A2 (Continued)

1,00% .,

Capital EmpJayed doos not include saudi Gas Lease PaYl116nl ($3.9 t>Jn unriskSd, $2 bin risked)

Whereas in 1999 EP was both capital and opportunity constrained. EP is now
only opportunity constrained. Su~ss is needed in gaining entrance and
maturing the reqUired deals. EP should spare no efforts towards maturing al!
of our strategic options.

It was proposed to CMD to raise ttle EP investment level by $1 bin above the
Ground Rules. With EP Capex at $7 bin per annum for the planning period
sufficient funds are available to cater for the commercial success scenarios.

finding the right callbre staff for manning the projects is considered feasible.
notwithstanding the current under-supply in some of the EP technical
disciplines. This will. however, require the support of local management to
make both selected international and regional staff available in tioe with the
global business resourcing priorltIes.
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~
Cl.....ifk:alion (Non) FIHlded Commem ProdUction Capelll1:lqIel(

GA OA

Associ8le Ncnlunded 100% n.a. SheIIEquily
{'j,oup Company PSC EnlilI&menl 100% 100%
Group Company 100% 100% 100%

Egypt Group Company PSC Entillemern 100% 100%
India GfOOjl CornpllflY PSC EntilIemel1l 100% 100%
Inm Group Compa"", Buy-oocl: 100% 100% 100%
~(OKIOC) Associate FunOOd PSC Enliilement Shell Equity Shell EquiIy

(pre-consolidalion In SKDbv) (il'lll in alii$OC)
Kuwait Group Company 100% 100% 100%
Oman Assocl8te Funded . loons but 00 s'lJ'1lficanl Shell itwestmenl 100% n.s. Shell Equity

(pra-consolidalion in SOMAT & POHOL)
OmanGIiilCQ Group Company 15% miootily intemsts 100% 100% 100%
Oman OIlshota Group Company l00'r. 100% 100"4
Russia (RMt 01) AsS<lCiat" FunOOd Shell Equity Shell Equity Shell Equity

(iov. in 8SllOC)
r'l.J.Ssia (Sakhahn) AsS<lCiah> Funded She1l Equity Shell Equity SheIIEquily

(ptlH:OflSOlidalioo in Sal;haIin ~gy) (inv.in_l
SaudiAmbia Group Company 100% 100% 100%
Swia GrOUD Comoanv PSC Entill&menl 100% 1000/.
EPG Cl...llIcation (Non) f'undoHl eo-nt Production CoIpoJExpu: CapnJE"ll

GA OA
Aogcla Group Company 100% 100% 100%
Ar~ Group Company 100% 100% 100%
BmziI Group Company 100% 100% 100%
Bmzil (pecten) Group Company 15'0/0. Imnonly Interests 100% 100% 100%
Camerooo (Pecten) Gtoup Company 20% minorily tnterests 100% 100% 100%
GabOn Group Company 25% mlllcwly interests 100% 100% 100%
Namibla Group Company 100% 100% 100%

·SNEPCO tlroup Company 100% 100"10 100%
. SPDC Group Company 100% 101)'l{, 100%

P"ru Group Company 100% 100% 100%
SEAPOS Group company 100% 100% 100%
Trinidad Group Company 100% 100% 100%
V_zuela G 100% 100-", 100%..

APPENDIX A3 - OVERVIEW OF EP COMPANIES
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EPA IClassilicetion (HmI) Funded Comrn<mt .......uction CllpUlElIpQ CllpexlElq»l<

GA OA
Auslnilia (SOA) Group Company 100% 100% 100"4
Aus1mlia (Woodsidel Associate Nonf"nded 100% n.... Shell Equily
Azerbaijar, Group Company 100% 100% 100%
Brunei Associate Nonlunded 100% n.a. Shell Equity
China jincL Pect"n shares) Group Company pse Entillement 100% 100%
East Jordan Group Company 100% 100% 100%
lndonesia Group C'..ompany 100% 100% 100",(,
Libya Group Company 100% 100% 100%
Mala-",ia Group Company PSC Enlillemenl 100% 100"4
New Zealand linel Peclen shares) Group Company 100% 100% 100%
PhilippirlaE< Group Company 100% 100% 100%
Thailand 100% 100% 100%
!EPN ification (NonJFundlld eom-nl ~ion <:apellJ£l<pex C~

GA 010

iAera Associlole Non funded 100% n,a. Shell Equity
Austna AssociabtlRAGI Non funded 100% n.". Shell Equity

GroIlp~ 22.5% minority lnlefe$IS 100% 100% 100%
ark (ine!. Pe<;len shams) ~.Company lOO'!'. 100% 100%
ny A$sOciate (BEE) NonluMed 100% n.a-. Shell Equily

MC(; Associate NoniundOO 100% Ra. Shell Equity
Morocco Group Company 100% 100% 100"/.
~ JV Consolidalion 100% 100% 100%
Norway Group Company 100% 100% 100%
Shell USA Group Company -5% mirorily inlerests 100% lOO'!'. 100%
TMR Associate Nonlunded (The Mefidian Resoorce CorporallOO) 100% n.s. Shell Equity
Ufliled Kingdom Group Company 100% 100% 100%
USA'$Pll 1000/. 100% 100%
El" IClaMifioation /NonlFunded Co""""," Pnxtuction c.p.xlElqM. c.p.~.

GA OA
STV ., Funded Shell Equity Shell Equity Shell Equity. ~ - in STV Holdioosl limr. in 8SlllOC1
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Net Proceeds 16454 17945 19208 20861 21672
He Purchases ·157 -314 -314 -314 -314
Feasibility Studies ·194- -138 -132 -148 ·148
Operating Costs Miscelleanous ·118 -78 -69 -52 -55
Opex --3165 -3155 -3120 -3150 -3218
Royalty Payments -875 -903 -1053 -1211 -1344
Site restoration costs {provision) -214 ·221 -211 -235 ·159
~p.r.~.~~~................................................................................................................................."_.._ -3889 -4558 -4807 -4965 -4715
Gross Profit ·..··..···..7843····..··..-ssrr-··-··..9S02··..·_··..10786...._·..·1171'.
Selling, Distribution and Administrative Expense + R&D 310 478 579 649 733
Exploration Expense -1009 -966 -951 -942 -914
Operating Profit ·····..··..··7143-··_..........808i·..·..··....·91·29-·..··_·1·0493-_···IT537
interest Expense -259 -371 -423 -389 -330
lmerest Income 11 48 61 72 65
Other IDlE -190 -52 -686 -1218 -1347Income··BefOre·Tax·--..·······.._·····..··....··....·..·......···......·................................................................ ·..···_..··670i........·..-711i-·_·_·..8Oif-.._....·8i57-_..-i92s
Current Tax -3056 -3789 -3854 -3954 -4217
Def-erred tax -252 26 -57 -29 -189
Net Income after Tax before minority interests 3398 3950 4170 4973 5519
Net Income after Tax after minority interests 3310 3839 4054 4850 5395

~
I'J
o,
<.0

o
o
oc
3
CD
::::l......

"CD
0..

"1J
ID

(Q
CD
I'J
(X)

o-I'J
<.0

2005

Most Confidential

20042003

14114
894412 968710 1043676 1074849

103 110 118 121

2002

827128
97

LE'2000 2001

23 October 20002:OO(l EP BlJlriness Plan

APPENDIX A4 - PROFIT & lOSS ACCOUNT

Oil and NGL Produclion (Ior psc count!ies:entittement) - '000 bblslyear
Gas Production available for Sales from own Reserves· milliard sm3lyear

Profit and Loss

r-
oz
o
-'
N...



.,J::>.
I'\.)
o,
<.0

o
o
()
c
3
CD
::J.......

()
ro
(fl

CD
(.0

o
.,J::>.,
$2,
o
o
(.0
~
.,J::>.,
c-»
"1J,
c­
c-
I

!ro
~
'I'\.)
<.0
o-I'\.)
<.0

4852
4990
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4056
4834­
-229
216

2003
3845
4598

-90
-154

2002
3278
3924
-171
399

2001

23 October 2000

Cash Flow Statement LE'2000
NIAT before minority interests
Depreciation
Cash Effect of Movements in Working Capital
Movements in Provisions

~~~BJ!.!?~..~rati2!).H~:..~.~~L ~_..m ..

cash from Operations
Production Capax
Expex

9..~~!!fl~9.~..f!.9..!]~.!y.~.~~~~~~~~.!!iP.!.'! ..~.Q!l!.~~!!~~~ ~ .
C8$h SUrplus
Movement in Interest Bearing Debt
Movement in Quasi-Equity (Interest Free debt)
Movement in Equity
Dividend Paid to minority interests
Dividend Paid to Parent Company
Other Dividend PaidlReceivedTOtai-M'Oit-erRen't"in'casti··-·..-··-·..-··..·~ ··_..···• ·..· _ ·..·..··..··· _..

Balance-Sheet LE'2000 2001 2002 2003 2004 2005
Fixed Assets 32853 36359 38640 40715 42701 42181
Working Cap«al (excl. Cash. ST Part of LT Debt and ST Debt) ·262 -176 -166 -40 282 3331
Cash 230 186 178 157 165 173
Provisions for Abandonment and Site Restoration -5248 -5442 -5040 -5004 -4929 4980
Provisions for Deferred tax and others -2715 -2921 -3167 -3420 -3708 -3893

~!!~!..h!..!.i.~!?!!~~ """""""""""""",,,,,,,, _.......................................................... . :.??:? _~:!._ _._~~t._ _ ::~:L__ ...:.~35 __ -92.§.
Capital Employ9d 24137 27205 29615 31527 33576 ··35887
Interest 8earing Debt 3603 5441 5923 6305 6715 71n
Quasi-Equity (In!erast Free Debt) 3270 3534 4218 4694 5596 5623
Equity 12026 12697 13183 13666 14245 14967
Retained Earnings (exel. MI Retained Earnings) 2989 3785 4623 5247 5440 6615
CCTD {assume they are flat· axe!. MI CCTOl 435 310 230 202 149 51

~T~~~~.!!.~_~·~9~ ..:t.Q!!P.~!.Q~~.:t.M! ..99.T.f?) ~. ·.._··21~j~··· _·2~ ..·..·..·..2ii~_ 3.i~-· _~~···· ~

_"_, ...... ...... ..."'·=n~""""__...... _APPENDIX A4 - BALANCE SHEET & CASH FLOW STATEMENT


