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Why RD/Shell Deserves a Premium
Multiple Relative to Peers

None

* Reasons why premium multiple deserved:
» Diversity of assets / superior portfolio
» Financial strength
» Consistency / stability / prediciability
» Attractive returns
» Dividend

Note: Wois AROOrSEs v @ Menagerment B Seli-Side [ Buy-Side

37

Finding Comments:

The financial communily again lacked the same leve! of conviction as
management when commenting about RD/Shell's current valuation or
attractiveness of price relative 1o forward expectations.

+ Several financial community respondents commented that RD/Shell has
maore similarities relative 1o peers, than differentiating and compelling
strengths, They further commented that due to the lack of any
differentiating strengths, there are no compelling reasons to assign
ROD/Shell a premium multiple relative o the group.

= Other financial community pasticipants noted some differentiating points.
For instance, financial strengih was noted as a strength deserving a
premium muttiple. Some added that the peers, maybe more leveraged,
are also atiractive due 1o their balance gheet sirength.

Management mentioned some strengths that should support 8 premium
multiple that were not mentioned by the financial community. They
referred 1o betler organic growth potential, quality of the management
team, competitive advantages ike technology, and strengths within
cartain business operations.

Financial Community Comment:
“There is underlying potential for RL/Shell, but until management can

demonstrate consistency without stumbling, | am hesitant o see any near-
tarm value in the stock,” (Sell-side)
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intentionally felf blank.

Chrivtensen & Agsovigres

RD/Shell’s Strengths

Global reach 5%

Operationat skills /
people

Financial strength
Brand / reputation
Upstream
Bowrsiream

Cost shuciure

ote. Mubipla rasponsss given & Management B FC Average
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Reasons Why You Own RD/Shell

« Exposure / diversity of « Quality company

portiolio « Balance sheet
- Long-term « Cash generation
performance + Technology

+ Restructuring

: « Asla
+ Successiul

« Dividend yield

management changes
» Experience + Growth potential
» New, sound discipline > Valuation

« Energy play

4}

Finding Comments:

Managemerd and the financial cormmunity agreed that RD/Shell's portiolio
of assets reflects a very broad, global reach. For the most part, the
commernts often referred to geographic reach and, to a lesser exient, there
were referances to diversity of business.

+  There was overall a lack of consistent referencas to specific operations or
other value-driving and value-supporting differentiating points.

~  Management mentioned some key strengths that were not mentioned by
the financial community.

+  RD/Shell owners commentsd on many of the noted strengths when
detailing the primary reasons they own RD/Shell,

Financial Community Comments:

“RD/Shell's primary strength is its very high quality global asset bass in
almast alf facets of the business {upstream, downstrearn, nalural gas and o},
When | present this Company o the buy-side, they generally buy into the
broader references. Ogoasionally there is something specific, but almost
always it is the broader portfolio aspects of the Company. They are buying &
mitual fund of off and gas assets.” (Sell-side}

“ am having bouble identifying what RD/Shelf's strengths are because there
has been deterioration in a number of important aspects. For instance, their
competitive advartage has erpded substantially. The most key strength is its
gigba! reach, but P not sure it is leveraged to the extent it could be.” (Sell-
side}
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Opportunities

Upstream
Natural gos

Downstream
ING
Chemicals

ggg&%ze on

Cost control

Noste; Mutipie responses gher " Manogemen? BFC Average
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Finding Comments:

< The references to E&P opportunities were most often broadly stated.
There were isolated comments made about specific operating areas
including the Middle East, deep water, Caspian Sea, and Nigeria.
Comments about the downstream most often referred 1o the opportunity
to improve operations and results. There were a few more specific
mertions 1o the husihess.

» The financial community mentioned other opportunities, but lacked any
consensus opinion on the issues. These included:

» improve relums > improve financial management
» lanovate custorner value proposition  » Extend brand awareness
» lmprove trading » Maintain / grow dividend

» lmprove credibility

Financial Community Comment:

“BO/Shells cpportunities are bf&aking new ground with technology and
finding new ol fislds.” (Buy-sids)
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Challenges

E&P - growth /
cmcﬁg;dy
Downstream
Capital discipline

Growth and retums

Nofer Muttile msponses given

Management B FC Average
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Finding Comments:

Beyond broad references 1o production growth, the financial community
supported their concerns about the upstream business with references to:
» Nsed for credible growth strategy
» Achieving production growth largels
» Regaining credibility
» Accessing new opportunities
» Negotiation and delivery

Comments regarding downstream concerns included:
US refining and marketing
Negotiations with TX
Downstream turnaround
Meeling XOM parformance
Asia

¥

¥ ¥ ¥ ¥

Financial Community Comments:

“The challenge is to decide how o best deploy cast and appropriately
leverage their opportunities. | sometimes question their approach and follow
through on identified opportunities (ke Barretl). There are times when they
just don't make it hapoen, or makes it happen fast enough.” {Buy-side)

“RD/Shell’s biggest challenges are 1o turn the US downstream around and
meet production growih targels in the upstream beyond 2002.” (Sell-side)
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Intentionally left blank.

Lheissenses & Asspeintes

Goals

improved retums
Improved ROCE
Profitable growth

Maximize sharsholder
volue

Grow production
Grow dividend

Focussd finoncial
discipline

bon't know

Note: Mutpie responses given B Monogement B FC Average

48
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Strategies

Upgrade / capitaiize
on assels
Conirol cosis

ing / fundin
ggmﬂcg o &
improve downslream
Gas and power
Capital discipline

Grow production

Hote: Mo esponses given B Manogement B FC Average
48

Finding Comments:

The financial community often repeated RD/Shell's ROACE goal. They
also repeatedly referred to management’s communicated production rate
goal. They tended to focus on the long-term goal versus 2002 versus
2001 goal.

Some referred to RD/Shells communicated strategies, such as capital
discipline, as a goal versus a strategy. Managing the upstream was
broadly mentioned as a strategy driving the production growth goal.
Overall, the references 10 strategies were very general versus more
specific and differentiating strategic initiatives.

Thie financial community consistently focused on cost control as a primary
strategy of the Company. It was mentioned by fifty percent of the buy-side
respondsnts.

Financial Community Comments:

“Shell’s primary goals ara o meet their production forecast and spend their
capital more wisely.” {Buy-side}

“AD/Shell’s strategies are acquiring new acreage, having a successiul
exploration program, establishing new beachheads in areas where other
people can’t, and then holding them for & long period of fims.” (Buy-sids)
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Rating RD/Shell on Strategies
Rating 110 10 Mid-poit  fopQuartie  Excelient]
. , 75 10.0

Capital discipline v =
Portfolio management y —
Operational
excelience Gk
Personal : )
accountability «

> Maonagement A FC Average

s
Are RD/Shell’s Strategies the Best for
Shareholders
BYes BNo % Ohher
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Perception of the Appropriateness of
RD/Shell's Current Strategies

“I don’t have a problem with the
strategies, it is the execution that
bothers me. What they tell us
sounds great; they just need to
upgrade the delivery.”

3

Finding Comments:

RD/Shell received mostly positive ratings when rating the strategies
important to alt the major integrateds.

Many of the financial community respondents felt management was focused
on the right strategies; some others felt differently. The buy-side indicated
more uncentainty than the sell-side. Execution was considered to be the
real issue, not the strategies.

The average ratings for RD/Shell's communicated strategies was well
aligned between management, the sell-side, and the buy-side on some
strategies, but management was significantly more positive on capital
discipline. Individual financial community responses varied significantly.
The four strategies rated were mentioned infrequently in response to the
open-ended question asking the respondents to comment on the
Company’s primary strategies. Most of the comments referred to operating
divisions versus performance and strategic issues as referenced in the four
communicated strategies.

Financiat Community Comment:

“The strategic focus enunciated sounds greal, but the resulls will tell the
real story.” {Sell-side)
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Uhrissensen & Assopiaies

Rating RD/Shell
Rating 1fo 10 Mid-Point Top Quartile  Very High
) \ , 75— 100

E&P 4
Marketing £
Gas and power .
Chemicails
Renewables )
Refining & ’

Seli-Side ) Buy-Side
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Rating RD/Shell conrs

Rating 110 10 Mid:point Top Quartile  Very High

76— 10.0
interngtional ¢ ’ ’ ’
operational sirategies

Utilization of cash ¢
CAPEX budget :

Share repurchase
progmmp == A
Growth through the drill | ;
bit strctegies b
Diversification of asset &
base

Growih through
acquisition strategies

Finding Comments:

The financial community’s consensus opinion about RD/Shell's business
divisions was closely aligned between the sell-side and the buy-side
except for the ratings for chemicals. The most variance in the individual
ratings was found when the respondents rated refining, chemicals, and
gas and power,

Financial Community Comments:

“There is a push toward rapidly expanding the LNG business and | am not
sure that will vigid strong returns or delays will sublracl from the effort”
(Buy-side}

“B10/Sheil’s renewables business doesn’t add value io the Company,
bacause it Is so small that it doesn't make a difference.” (Ssll-side)

4 have a couple question marks where the Company is concerned. | dont
kriow about the long-term value added by their investmant in the major
pipeling infrastructure. | am also uncertain about their investment in
aoditional chemical capacily because its contribution to long-term value is
guestionable.” {Sell-side)
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Rating Investor Relations
Rating 1 to 10 Mid-Point Top Quartiie Excelient
s & H 7'5“:_-_—% 10.0
Accaessibility of investor
relations c(f:;ynmcts =
Frequency of financial
Community meetings S
Responsiveness o your
info?maﬁon ne Y “
Quality of meetin .
presggteﬁans ° k
A FC Average
5%
Rating Investor Relations cowa)
Rating 1 1o 10 Mid-Point Top Quartile Excellent
. , IS 100
Credibiiity of R group ¢ y —
Quality of
felsconterences / : -
webcasts
Overall financial A
disclosure
Frequency of interim
update information ‘&*
& FC Averoge
%
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Rating IR Relative to Others in Energy
Industry

Rofing 1 1o 10

Very
Mid-Point Top Quaortile High
o 2.5 T 10,0

L 7 8 ¥

A :

A Fc Average
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Finding Comments:

The financial community commented positively about RD/Shell’s US
investor relations efforts. As always, they noted some possible
opportunities for the Company 1o further enhance the US effort. These

suggestions were:
» Make management even more accessible  » More face-fo-face time
» More roadshows » More interaction with buy-side

Provide frequent communication and interaction
Expand buy-side reach/conduct one-on-ones

Open up {within Reg FD)

Make the investment story more “compelling”
Provide as much breagkdown information as possible
Clarify internal strateqgy

Provide interim updates

Release more promptly

v ¢ % = 7

Financial Community Comments:

“In general, RO/Shell’s investor relations program is good. They have the right
frequency of meetings, they bring the right members of management, and they
are afways available 1o speak after meelings. They do a good job of breaking
averything down,” (Buy-side)

* woitd fike to have more accessibility to senior management and more
interirn updates on financial and operating performance.” (Sell-sids)
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RD/Shell
Conclusions and
Recommendations

Drive Strategies
Performance
Perception
Communications

43

FOIA Confidential
Treatment Requested

LONO1131414




Case 3:04-cv-00374-JAP-JJH __ D

Best Position Company to Create /
Sustain Value

+ Increase understanding of management
strengths

« Ensure value-driving growth rate goals
- Define contributing strategies

- Best position RD/Shell to deliver as
communicated

- Ensure positive, differentiating returns

65

" Best Position RD/Shell
for Effective
lnvestar Relations
Message Audience

Proactive, Aggressive,
‘Continuous Outreach
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Drive Perception and Communications

+ Continue strong internal support for IR
effort :
- Sustain buy-side priority focus
< Deliver to and exceed sell-side needs for
information
« Intensify use of innovative targeting
opportunities
» For sector and non-sector targeting
» For investment style screening

&3

Drive Perception and Communications conq

« Intensify proactive, systematic outreach to
prospects

= Continue / increase face-to-face outreach
- Capitalize on Internet opportunities

» Maximize use of website as resource and
prospecting tool

+ Consider multi-media opportunities
- Capitalize on financial media opportunities

- Consider FUTURE communications needs /
norms

&8
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| ENHANCED
§sHARE VALUE

: DELIVER on expeciations
- Proactively communig:ate ‘

the story 1o seli-side and buy-side

Deliver focused and “compelling” message

Match investors’ needs and RD/Shell capabilities

Well-defined and ariculated sirategies
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