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This is Shell

Shareholders

There are some 740,000 shareholders of Royd Duich Petroleum
Company and some 270,000 shareholders of The “Shell™
Trenspart and Trading pls:ihumofmorbmh

componies are lisied ond axchonges in eight
European countries and in the USA.

mm Coawdesw b Perlen
ParentComponies, Duich Pef m
e 2 o Sy
ple not goge i
oclivities. They are public componies; Royal Dutch
it domiciled in the nds, Shell Tronspa"ml’beUK.

The Porent Componies own the shares in the Group Holding
Canpmmb\#ctenoﬂhmkapoﬂo”sekoyalunch/ﬂmﬂ
Groupof C ies. They Di % the Boards of the
Cwoup Holding Companm—fr'omwh'di they receive income in

the form of diviclends. The Parent Componies derive mostof their
income in this way. Royal Dutch hos a 0% interest in the Group
and Sheli Transport has o 40% interest.
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Royal Dutch/Shell Group of Componies
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ir separate identities.

Group Holding Companies
Shell Petroleum N.V, and The Shell Petroleum Caxmy

Limited between them hold, dnredyarmdi'ed‘
Grovp inferests in the Service Companies and

Operating Componies.

Service Companies
Themomhmwohhe&mcac«npmvaub
provide odvice and services io other Grovp and

associated companies.

Companies
&emhngmm:‘re*:ml?msﬁrwﬂhwu
Horuti o o By A
Gasand Power, Oil Products, dlsmou‘smdka\ewbhs
as well as other acfivities.

Exploration and Productiont Searches far, finds
and produces ofl and gas. Builds the infrosructure needed
1o deliver rbons Jo market.

Downsiream Gas and Power: Natural gasand

liquefied natural gos (ING) infrostruchure and marke?
ns andtroding of natural gos and

elactricily, powerplcnf loprment, Gas to Liqusds.

Oil Products: Sol cndmwten of transporfotion fuets,
b ot b Rofining, supply, roding.
ond shipping ondpefrolmprvd

Chesndcols:
% sty
lmbbs: Genemhs geen ehdncny and provides

le energy op ctes wind
o . o 3’ ,
systems and grows suskainobly managed

rheServamnpomssmd through them, of other
QOperaling Componies.
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iThek ShellgTransport.and

Troding Company, mﬂﬁ
40709

Royal Dutch Petroleum
Company

Netherlands 60%

§

Shell Petroleum N.V.
Netherlonds

[ The Shell Petroleum
Company Limited UK

Servite Companies

Operating Companies
- i1 more than * 35 countrics
Exploration
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and Production enewables
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Gas und Power
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Qil Products
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Financial highlights
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Record results reflect business achievements as well as exceptional
oil prices. We are exceeding our cost improvement targets and
realising opportunities - accessing new reserves, selling more gas,
offering new choices, pursuing the potential of e-business,
contributing to sustainable development. Our technology, brand,
global reach and reputation provide the foundation for delivering
excellent returns and building for the future. :

Qur strong financial results in 2000 reflect considerable business
ochievements, as well as exceptionolly high oil prices. We ore
fulfilling our commitments and building for the future,

We must deliver — and be seen to deliver - in two ways. We
need the profitabilily that provides competitive returns and funds
investment. Being profitable - through serving our customers —is
olso a vital element of what we confribute fo society. But this
contribution goes far wider. Shell companies accept their
responsibility to help deliver the economic, social and environmental
requirements of sustainable development. Being trusted to meet
societol expectotions is essential for long-term profitability.

We are commitied to fransparency, and to developing and
infegrating our reporting on how Shell companies fulfil their
responsibilities.”

Our success rests on the quality and commitment of Shell people.
They drive our vision ~ from their concem for their world, their urge
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to contribute, their pride in the success of their company. What we

have ochieved - over difficult years of transformation -

is a testament to their performance. They inspire confidence that

we can confinue meeting the challenges of an uncertain world.
 thank them most sincerely, as well as all the others who have

worked with us.

Delivering exceptional returns
Oil prices in 2000 were exceptionolly high - considerably above
the average for the previous decade and more than double the
1998 level, when canditions were very difficult. Refining margins
were higher everywhere. But chemicals margins and oil marketing
margins continued to decline,

On a current cost of supplies basis — excluding speciol items -
earnings for the yeor were $13.1 billion, 85% higher than the
adjusted eamings for 1999. Reported net income of $12.7 billion
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wos 48% higher. Exploration and Production made record
earnings. Those of our growing Gas and Power business tripled,
with expanding liquefied natural gas sales. Sironger refining
margins, coupled with major additional cost reductions, enabled
Oil Products to achieve an impressive impravement on the previous
year’s results, which were depressed by global weakness in the
refining sector. Chemicals earnings fell.

The return on averoge capital employed was 19.5%, and
would have been over the 14% target ot our $14 a borrel plonning
assumption. The Group's financiol position is sirong. We are
implementing a share buyback programme.

Oil prices and margins remain volatile. The economic outlook
is uncertain. It is prudent to continue basing our plans on
conservative assumplions, However, energy needs are growing
with exponding populations and economic development,
particularly in Asia-Pocific where we are strongly ploced. We also
have great sirengths in gos, an increasingly alfractive fuel which
has an important role in responding lo climate change.

The Group is commilted to reducing its greenhouse gos
emissions ond met ils target last yeor.

The pace and competitiveness of business is intensifying
everywhere. Shell companies are homessing the potentiol of
e-business to change how they do business and serve customers.

Realising opportunities
We seek 1o make the most of what we have, gain new business
and breck new ground.

Shell people are our most important asset. We strive to make
the best of their skills, experience and creativily. Expansion of
stock option and purchase schemes allows them fo share in the
Group's success.

Leoming from world-wide experience has delivered striking
costimprovements, for example in drifling - helping to maintain
our advantage over major competitors in such areos as finding,
development and production costs. Having already met our target
of $4 billion in annual unit cost improvements by 2001, we have
roised it to $5 billion.

Significant further savings are expecied from using the infernet
for procurement. Last year we helped form the mojor Trade-Ranger
on-line energy and petrochemicals exchange.

The completion of the Chemicals restructuring was an imporfont
milestone - divesting 40% of the assets and cutting the number
of manulacturing sites from 54 to 17. Reducing refinery
capacity ~ by 17% in Europe in three years ~ has been onother
important thrust.

Exchonges and divesiments of producing assets were more than
outweighed by increasing oil and gas production - in the North
Sea, Oman, the Gulf of Mexico deep water, Ausiralia and Canada.
It was a vintage yeor for explorotion. Shell leadership in the -
expanding LNG business was confirmed.

Asia-Pacific is a vital orea of new business. Shell componies are
building relationships in China and India - working on developing
resources, supplying LNG and marketing oil products. Shefl interest
in the Russian Sokhalin venture - where we aim to develop an ING
scheme — was increased. Fletcher Challenge Energy is being
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acquired in New Zealand and we have made an offer to other
Woodside shareholders in Ausiralia.

We are pursuing new oil and gas projects in major producing
counfries.

Liberalised markets offer new trading opportunities. Shell
Trading - the Group's new integrated trading orm ~ builds on
oil trading sirengths. We are harnessing the potential of on-line
exchanges. Commerciolising Shell technology advances and
capabilities - for example through Shell Global Salutions - is
another important thrust.

The Group's proved Gos o Liquids technology converts gas
into ultra-clean products in demand for raising fuel standards.
Shell coal gasification technology - which we plan to opply in
China - uses coal more efficiently and cleanly. We continue to
develop our renewable energy businesses — where the proposed
solar joint venture with Siemens is an important step — and pursue
the possibilities of hydrogen.

Ofering customers a choice of differentiated motor fuels - in
30 markets by the end of the year ~ has been particularly
successful. Other customer-focused initiatives include integrated
energy services for households and financial products for
motorists. Shell companies are using the internet to extend and
deepen relctionships with customers.

Ovur reports tell much more of what the Group is doing. | believe
they demonstrate we have the capobilities necessary for success,
in particvlar:

e ourtechnological skills and creativity,

the strength of our brand,

our global reach, and

the value we place on our reputoation.

How we succeed is as important as what we achieve. Our
commitment fo sustainable development encompasses everything
Shell companies do, oil and gas s much as renewables. We are
committed to delivering excellent returns and building value for the
future - for the planet ond its people, for our customers, employees
ond shareholders.

rd (_//

Jeroen van der Veer, President
March 14, 2001

*in line with our commilment to integraling our reporting, The Shell Report
Summary is being distributed ta sharehalders this year together with the
Annuol Report and Accounts.
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Supervisory Board

Lodewijk van Wachem Chairman

{1931, Dutch) Chairman of the Supervisory Board since 1992. Due
o retire in 2002. A Managing Director of the Company 1977-92
and President 1982-92. A Group Managing Director 1977-92.
Chairman of the Supervisory Board of Royal Philips Electronics.
Vice-Chairman of the Board of Directors of Zurich Financial Services.
A member of the Supervisory Boards of Akzo Nobel, BMW and
Bayer. Amember of the Boards of Directors of IBM and Atco {Canada)

Maaorten van den Bergh

{1942, Dutch) A member of the Supervisory Board since July 2000,
Due to refire by rofation in 2004. A Managing Director of the
Company 1992-2000 and President 1998-2000. A Group
Manoging Director 1992-2000. Chairman designate of the Board
of Directors of Lioyds TSB. A member of the Board of Directors of
British Telecom.

Aad Jacobs

(1936, Dutch} A member of the Supervisory Board since 1998.

Due to refire by rotation in 2003. Formerly Chairman of the
Executive Board of ING Group. Chairman of the Supervisory Board
of Joh. Enschedé. Vice-Chairman of the Supervisory Boords of
Buhrmann and VNU. A member of the Supervisory Boards of
Euronext, IHC Caland, ING Group, Nededandse Spoorwegen,
and Sirukton Groep.

Jonkheer Aarnout Loudon

{1936, Dutch} A member of the Supervisory Board since 1997.

Due to refire by rotation in 2002. Formerly Chairman of the Board

of Management of Akzo Nobel. Chairman of the Supervisory Boards
of ABN AMRO Bank, Akzo Nobel and HBG Hollandsche Beton
Groep. A member of the Board of Directors of Corus Group.

A member of the Inlernational Advisory Board of Allianz. Former
member of the First Chamber of the Dutch Parlioment.

Professor Joachim Milberg

{1943, German) A member of the Supervisory Board since
July 2000. Dye to retire by rotation in 2005. Chairman of the
Board of Management of BMW.,

Hennie de Ruiter

{1934, Dutch) A member of the Supervisory Board since 1994.
Due o refire in 2004. A Managing Director of the Company
1983-94. A Group Managing Director 1983-94. Chairman of
the Supervisory Boards of Royal Ahold, Beers and Wolters Kluwer.
Vice-Chairman ot the Supervisory Board of Aegon. Vice-Chairman
of the Board of Directors of Corus Group. A member of the
Supervisory Boards of Heineken and Royal Vopak.

Jan Timmer
{1933, Dutch] A member of the Supervisory Board since 1996.
Due fo refire by rotation in 2001, Formerly Presidentand Chairman
of the Board of Manogement of Royal Philips Electronics. Chairman
of the Supervisory Boards of Nederlandse Spoorwegen and PSV.
A member of the Supervisory Boards of ING Group and NPM
Capital. A member of the Advisory Board of KPMG.
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CONFIDENTIAL
TREATMENT REQUESTED

Filed 10/15/2007 Page 7 of 31

Board of Management

Jeroen van der Veer President

{1947, Dutch} A Managing Director of the Company since 1997
and President since July 2000. A Group Managing Director since
1997. Joined the Group in 1971 in refinery process design and
held a number of positions in refining and marketing in the
Netherlands, Curagao and the UK. Area Co-ordinator Sub-
Soharan Africa 199092 and o Managing Direcior of Shell
Nederland with responsibility for the Pernis refinery and
petrochemical complexes at Pernis and Moerdifk as well as the
chemicals business 1992-95. President and Chief Executive
Officer of Shell Chemical Company in the USA 1995-97.

A member of the Supervisory Board of De Nederlandsche Bonk.

Harry Roels

(1948, Dutch} A Managing Director of the Company since 1999.
A Group Managing Director since 1999. Joined the Group in
1971 as a petroleum engineer. Worked in exploration and
production in Malaysia, Brunei, the UK, Turkey, Norway and the
Netherlands. Area Co-ordinator for a number of Lafin Americon
countries 1994~96 and Regional Business Director Middle East
and Africa, Exploration and Production 1996~98. General
Manager of Nederkandse Aardolie Maatschappij and a
Managing Director of Shell Nederland 1998-99.

MISC00004566

General Attorney

Robbert van der Vlist

{1944, Dutch) General Attorney of the Company since 1987.
Joined the Group in 1970 as a Legal Adviser.
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Corporate Governance

The Supervisory Board and Board of Management of Royal
Dutch Petroleum Company {Royal Dutch} remain committed to
upholding the highest standards of integrity and transparency in
their governance of the Company. The importance and the value of
a balanced interplay between supervision, management and
shareholders within the Company has long been a maijor principle
governing the conduct of Royal Duich. The main features of
corporate governance in the Company are described below.

Royal Dutch’s sole activity is the ownership of a 60% interest in
the Royal Dutch/Shell Group of Companies, of which it is not a
port and in whose activities it does not engage. The other 40% is
owned in like manner by The “Shell” Transport and Trading
Company, p.l.c. {Shell Transport}. This arrangement has stood
unaltered since 1907, subject only to changes of detail, and
during this long period the Group has grown 1o be one of the
largest global commercial enterprises. The Supervisory Board
and Board of Management consider that these enduring
arrangements between Royal Dutch and Shell Transport have
served shareholders well. It must be recognised, however, that
the framework within which the Boards operate is conditioned
to some extent by Royal Dutch’s unique relationship with Shell
Transport, and this results in some special arrangements which
may not be appropriate in other companies. For instance, the
Board Committees dealing with audit and remuneration matters
are joint committees of the Supervisory Board of Royal Duch and
the Board of Directors of Shell Transport. However, these
governance arrangements are always designed with a view to
upholding the best standards of corporate governance and are
subject to ongoing review and adjustments for the changing
demands of business.

The joint arrangements for supervising the governance of
the operations of the Royal Dutch/Shell Group of Companies in
over 135 countries are summarised in this statement under the
heading “Arrangements with Shell Transport”. The governance
of Royal Dutch itself is outlined below. .
Board of Management
Royal Dutch is managed by a Board of Management, consisting
of ot least two Managing Directors, under the supervision of a
Supervisory Board. Managing Directors are appointed by the
General Meeting of Shareholders from the persons nominated by
the meeting of holders of priority shares. They hold office until they
retire, unless removed earlier from office by the General Meeting
of Shareholders. The Supervisory Board appoints one of the
Managing Directors as President, who determines the division
of tasks among the Managing Directors and has the casting vote
in the event of an equality of votes at a meeling of the Board
of Management.

The Managing Directors of Royal Dutch and the Managing
Directors of Shell Transport are also members of the Presidium
of the Board of Directors of Shell Petroleum N.V. and Managing
Directors of The Shell Petroleum Company Limited. As such,
they are generally known as Group Managing Directors.
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Supervisory Board
The Supervisory Board is responsible for supervising the policies
ofthe Board of Management and the general course of business
of the Company and the Group and further advises the Board
of Management. The Supervisory Board consists of at least
five members, who are appointed by the General Meeting of
Shareholders from the persons nominaled by the meeting of
holders of priority shares. The Board itself elects a chairman from
among its members. Each year, one of the members of the Boord
retires by rotation, but is eligible for re-election. Further, a member
of the Supervisory Board retires after having served on the Board
for a period of 10 years or after having reached the age of 70.
The Supervisory Board aims for an adequate spread of
knowledge and experience among its members in relation fo the
various businesses of the Group and the internalional nature of
the Compony and the Group. In line with these goals, the Board
attaches great importance to having availoble adequate
experience in the energy industry and the international
environments in which Group companies operate by having
one or more former Managing Directors of the Company among
its members. However, the Board aims for a majorily consisting
of outsiders.

General Meetings of Sharehalders

General Meetings of Shareholders of Royal Dutch are held ot least
once a year fo discuss the reports of the Board of Management and
of the Supervisory Board, o finalise the Annual Accounts and to
resolve on any dividend proposal and other items on the agenda.

General Meetings of Shareholders are called by the Board of
Management or the Supervisory Boord. The ifems fo be dealt with
at the meeting are determined by the Board of Management and
the Supervisory Board and are specified in the agenda included
in the notice of convocation. A General Meeting of Shareholders
may also be held at the request of one or more shareholders who
individually or jointly represent atleast 10% of the Company’s
issued capital, for the purpose of dealing with subjects specified
by such shareholders. The Board of Management and the
Supervisory Board will add items proposed by shareholders to
the agenda of a General Meeting of Shareholders, provided that:
() such a proposal is submitted by one or more shareholders who
individually or jointly represent at least 1% of the Company’s
issued capital and is received by the Company at least 60 days
in advance of the meeting; and (b) in the opinion of the Board
of Management and the Supervisory Board such a proposal
concerns an item on which the General Meeting of Shareholders
can legitimately decide and does not contravene serious interests
of the Company or any Group company.

The resolutions of the General Meeting of Shareholders shall,
except in those cases where the law or the Articles of Association
prescribe a larger majority, be passed by absolute majority of the
votes cast. At General Meetings shareholders may cast one vote
for each ordinary share held by them.
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~x

Case 3:04-cv-00374-JAP-JJH  Document 422-5

Corporate Governance

confinued

Priority shares

Royal Dutch has 1,500 priority shares outstanding. Each of the
members of the Supervisory Board and each Managing Director
is the holder of six priorily shares. The other priority shares are
held by the Royal Dutch Priorily Shares Foundation. The Board
of the Foundation consists of all members of the Supervisory
Board and the Board of Management of the Company. Special

rights attaching to these shares are set outon page 16. These
rights include:

* the determination of the number of Managing Directors and
the number of members of the Supervisory Board;

* the drawing up of a binding nomination consisting of at least
two persons for filling vacancies on the Board of Management
- and the Supervisory Board;

* the granting of consent for amendment of the Articles of
Associotion or for dissolution of the Company.

The above-mentioned rights are exercised by the meeting of
holders of priority shares. At this meeting one vote may be cast for
each priorily share, but no one may cast more than six votes in all.

Arrangements with Shell Transport
Royal Dutch and Shell Transport are independent companies, each
obliged to observe the law and corporote practices of their couniry
of incorporation - the Netherlands and the United Kingdom,
respectively. Royal Dutch and Shell Transport have over their long
association developed a number of special joint arrangements as
setout below to assist with the proper discharge of their
responsibilities fo their own respective shareholders for
stewardship of the Parent Companies’ interests in the Royal
Dutch/Shell Group.

The structure of the Royal Dutch/Shell Group is shown on the
inside front cover of this Report, and the current members of the
Boards of the Parent Companies are shown on poges 22 and 23.

Conference

Meetings of the Conference between the members of the
Supervisory Board and the Board of Management of Royal Dutch
and the Direclors of Shell Transport are held regularly during the
year. The purpose of Conference is fo receive information from
Group Managing Directors about major developments within the

Royal Dutch/Shell Group of Companies and to discuss reviews and

reports on the business and plans of the Group. Senior executives
of Group companies also attend these meefings of Conference to
present sirategic plans and proposals for mojor projects, giving
Conference frequent epportunities to hear from and put.questions
to those with first-hand experience of the business in addition to

receiving fully documented reports and proposals.
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Joint Committees

The joint Committees established by the Parent Companies o assist
with their respective governance responsibilities are described
below. All three of these Committees are composed of six members,
in each case three of whom are appointed by the Supervisory
Board of Royal Dutch from among its members and three by the
Board of Shell Tronsport from among its members.

Group Audit Committee
In 1976 the Supervisory Board of Royal Dulch, jointly with the
Board of Shell Transport, established a Group Audit Committee.
Under its terms of reference, the Committee acls in an advisory .
capacily fo the Boards, providing them with quarterly and annual
updates regarding its activities and related recommendations.
The Committee regularly considers the effectiveness of risk
manogement processes and internal control within the Group and
reviews the financial accounts and reports of the Royal Dutch/Shell
Group of Companies. The Committee also considers both internal
and external audit reports (including the results of the examination
of the Group Financial Statements} and assesses the performance
of internal and external audit.

. The members oppointed by the Supervisory Board of
Royal Dutch are Aad Jacobs, Hennie de Ruiter and Jan Timmer;
the members appointed by the Board of Shell Transport are
Sir Peter Holmes, Professor Robert O'Neill and Sir William Purves
(Chairman of the Committee).

Remuneration and Succession Review Committee

In 1967 the Supervisory Boord of Royol Dutch, jointly with the

Board of Shell Transport, established a Remuneration Committee.

Following restatement of its terms of reference in 1980, this

Committee was renamed Remuneration and Succession Review

Committee. The functions of the Committee ore to make

recommendations on all forms of remuneration with respect

to Group Managing Directors and fo review matters relating

to the succession 1o the positions of Group Managing Directors.
The members appointed by the Supervisory Board of

Royal Duich are Jonkheer Aarnout Loudon, Prolessor Joachim

Milberg and Lodewiik van Wachem (Chairman of the Committee);

the members appointed by the Board of Shell Transport are

Dr Eileen Buttle, Sir John Jennings and Lord Oxburgh.
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Sociol Responsibility Committee

In 1997 the Supervisory Board of Royal Dutch, jcintly with the
Board of Shell Transport, established a Social Responsibility
Commiltee. The Committee reviews the policies and conduct of the
Royal Dutch/Shell Group of Companies with respect to the Group’s
Statement of General Business Principles as well as the Group's
Health, Safety and Environment Commilment and Policy.

The members appointed by the Supervisory Board of Royal
Dutch are Maarten van den Bergh, Jonkheer Aamout Loudon and
Jan Timmer. The members appointed by the Board of Shell
Transport are Teymour Alireza, Dr Eileen Buttle and Lord Oxburgh
{Chairman of the Committee).

Shell companies have long been open about the valves and
principles which guide them, and the Group’s Statement of General
Business Principles has been publicly available for over 20 years.
The latest revision followed extensive internal and extemal
consultation. It included commitments to support undomental
human rights and fo contribute to sustainable development.

Group companies publish a document entitled The Shell Report
which reviews Group companies’ progress in embodying
sustainable development in the way they do business and meet the
economic, environmental and social expectations of stakeholders.
itincludes the latest verified health, safely and environmental data.

FOIA
CONFIDENTIAL
TREATMENT REQUESTED

Page 10 of 31

MISC00004569




Case 3:04-cv-00374-JAP-JJH Document 422-5

Report of the Supervisory Board
to the Shareholders

Members of the Supervisory Board and Managing Directors
Maarten van den Bergh retired as President on June 30, 2000. The
Supervisory Board appointed Jeroen van der Veer as his successor
with effect from July 1, 2000.

Atthe General Meeting of Shareholders held on May 9, 2000,
the Chairman of the Supervisory Board and the shareholders paid
tribute o Mr Van den Bergh for the many outstanding services
rendered by him to the Company and the Royal Dutch/Shell
Group of Companies. Mr Van den Bergh wos appointed o the
Supervisory Board by the Meeting with effect from July 1, 2000.

Huub van Engelshoven retired from the Supervisory Board with
effect from July 1, 2000. Mr Van Engelshoven was associated with
the Royal Dutch/Shell Group of Companies over a period of more
than 45 years. He wos appointed as a Managing Director of the
Company and as a Group Managing Director in 1982, which
positions he held until 1991. In that year he was appointed fo the
Supervisory Board of the Company. At the General Meeling of
Shareholders held on May 9, 2000, the Chairman of the
Supervisory Board and the shareholders paid tribute to Mr Van
Engelshoven for the many outstanding services rendered by him
to the Company and the Royal Dutch/Shell Group of Companies
over a long period of time.

At the same Meeting Professor Joachim Milberg, Chairman of
the Board of Management of BMW, was appointed as a member
of the Supervisory Board.

Hennie de Ruiter, retiring in accordance with the schedule of
rotation, was reappointed to the Supervisory Boord at the same
General Meeting.

Meetings of the Supervisory Board
During the year under review the Supervisory Board met eight
times to discuss and, where appropriate, adopt resolutions on
issves relating to the Company. These meetings were attended by
the Board of Management, exceptwhen the Managing Directors’
performance, remuneration and succession were discussed.

In addition, the members of the Supervisory Board met
nine times in Conference with the Managing Directors of the
Company and the Directors of The “Shell” Transport and Trading
Company, p.|.c. The purpose of Conference is described on
page 6. Topics of discussion at Conference included, inter alia,
the strategic direction of the businesses of Group companies,
as well as govemance, business risks and internal control of
Group companies.
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Annual Accounts . .

We herewith submitthe Annual Accounts as drawn up today by
the Board of Management and approved by the Supervisory
Board, which are accompanied by the other information to be
attached thereto by virtue of the law and the Annual Report drawn
up by the Board of Management. The Annual Accounts comprise
the following documents as signed by each of the Managing
Directors and the members of the Supervisory Board:

1 the Balance Sheet as at December 31, 2000;

2 the Profit and Loss Account for the year 2000;

3 theNotes to the Balance Sheet and the Profit and Loss Account,
including the Financial Statements of the Royal Duich/Shell
Group of Companies and the Notes thereto as shown on pages
37 to 57 of this Report. ‘

On the basis of these Annual Accounts we propose:

A that the Balance Sheet as ot December 31, 2000, the Profit and
Loss Account for the year 2000 and the Notes to the Balance
Sheet and the Profit and Loss Account, including the Financial
Statements of the Royal Dutch/Shell Group of Companies and
the Notes thereto as shown on pages 37 to 57, be finolised in
accordance with the attached Accounts;

B that, after the payment of N.fl. 40{€18.15} on each of the
1,500 priority shares with a par value of N.fl. 1,000, the final
dividend for 2000 be declared at €0.92 on each of the
2,144,296,352 ordinary shares with a par value of N.R. 1.25-
outstanding ot December 31, 2000, so that the total dividend
for 2000, including the inferim dividend of €0.67 already
made payable in 2000, will amount to €1.59 on each of the
said shares, and further that it be resolved fo carry forward fo
the next year the amount of undisiributed profit, amounting to
€2,701 miillion; and

C that the Manoging Directors be discharged of responsibility
in respect of their monagement and the members of the
Supervisory Board for their supervision for the year 2000.

The Hague, March 14, 2001
The Supervisory Board

Lodewijk van Wachem, Chairman
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Annual Report

Activities of the Company
Royal Dutch Petroleum Company (Royal Dulch) is a holding
company which, in conjunction with The “Shell” Transport and
Trading Company, p.l.c. (Shell Transport), an English compony,
owns, directly or indirectly, investments in the numerous companies
of the Royal Dutch/Shell Group. Royal Dutch has an interest of 60%
in the Group and Shell Transport an interest of 40%.

The assets and income of the Company consist mainly of its
interest in the net assets and ils share in the net income of the
Royal Dutch/Shell Group of Companies.

Annual Accounts

Translated info euros, Royal Dukch’s share in the net income of
the Royal Dutch/Shell Group of Companies for 2000 amounts
lo €8,272 million. The dividend distributed to Royal Duich was
€5,694 million. The share in the netincome for 1999 amounted
to €4,853 million.

When administrative expenses have been deducted and
inferest income has been added, profit after laxation for the year
2000 amounts to €8,285 million, compared with €4,861 million
for 1999.

Royal Duich’s 60% interest in the Group net assels, expressed
in dollars, has been translated into evros at the year-end rate.
The amount thus ocbtained should be regarded as a reflection of
the dollar value of Royal Dutch’s interest in the Group assets
and ficbilities.

Amendments of the Articles of Association

The General Meeting of Shareholders held on May 9, 2000,
adopted a proposal fo amend the Articles of Association. It was
decided, among other things, o abolish the limitation of voting
rights laid down in the Articles of Association since the formation
of the Company and to autherise the Board of Management to set
a record date to establish who is entitled to attend a General
Meeting of Shareholders and to exercise voting rights af the
meeting or lo have them exercised by a proxy. The amendment
of the Articles of Association allows proxy solicitation to be used,
with a view to increasing the percentage of issved capital
represented at the meeting and achieving a more active
contribution from shareholders at the General Meeting.

The Board of Management has used the authority conveyed
by the current Articles of Associalion fo set a record date for the
General Meeting of Shareholders to be held on May 17, 2001,
and in 2001 the Company will for the first time enable
shareholders to participate in the decision-making process by
means of a voling instruction form.

Share buyback

The General Meeting of Shareholders held on May 9, 2000,
adopted a proposal o authorise the Boord of Management, with
effect from July 1, 2000, and for a period of 18 months, for the
acquisition by the Company, with due observance of the statutory
provisions and for its own account, of shares in its capital up fo

a maximum of 10% of the issued capital. Such shares can be
acquired on the stock exchange or otherwise at a price between
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an amount equal fo the par value of the shares and an amount
equal to 110% of the opening price quoted for shores of the
Company at Euronext Amsterdam on the day of the acquisition
or, in the absence of such a price, the lost previous price
quoted there.

Following changes in Dutch tox law, the Supervisory Board
and the Board of Management approved a share buyback
programme which took effect on February 8, 2001. Subject to
prevailing conditions, it is envisaged that the Company will
repurchase between 0.5% and 3.0% of its issued share capital
during 2001. Shares will be repurchased from time to fime in
the market ot prevailing market prices. It will be proposed to the
General Meeting of Shareholders to be held on May 17, 2001,
to cancel the shares acquired by the Company and to renew the
authorisation of the Board of Management for the acquisition by
the Company of its own shares for a period of 18 months with
effect from July 1, 2001.

Share options and purchase plans

Certain Group companies have stock option plans, the operation
of which during 2000 is summarised in Nole 22 lo the Group
Financial Statements on pages 51 and 52. During 2000 Shelt
Petroleum N.V. and The Shell Petroleum Company Limited
introduced o Global Employee Share Purchase Plan under which
employees of Group companies can make regular savings which
are invested on their behalf in shares of Royol Dutch or Shell
Transport. If the shares bought with the savings during

12-month period are kept within the Plan for a further 15 months
additional shares equivalent to 15% will be awarded. Eligible staff
in the first group of 25 countries started contributing to the Plan in
November 2000. Implementation on a world-wide basis in over
135 counfries is planned o be completed during 2002. No issve
of new shares is involved under any of the plans mentioned above.

Royal Dutch/Shell Group of Companies

For the reporting with regard to the Royal Dutch/ Shell Group
of Companies, reference may be made to the Message from the
President (pages 2 and 3), Businesses at a glance (pages 18
and 19), Strategy [pages 20 and 21) and the Operational

and Financial Review (pages 25 1o 36), which form part of this

Annual Report.

The Hague, March 14, 2001
The Board of Management

Jeroen van der Veer, President
Harry Roels
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Annual Accounts
Profit and Loss Account emiliocn Balance Sheet® € million
Note 2000 (999 1998 Dec 31 Dec 31
Share in the nef income of componies 2000 1999
of the Royal Duich/Shell Group 3 8,272 4853 245 Fixed assets
less Adminisivafive expenses 4 4 4  Finonciol fixed assets
Invesiments in componies
8,208 4849 241 Fihe Royol Dutch/Shell Group 36,988 33,733
Interest income 24 16 16 Current assets
Profit before faxatian 8,292 4,865 257  Receivables et
- Dividends receivable from componies
fesToxotion 7 4 4 chthe Royal Duich/Shell Group 3,306 1960
Profit after taxation 8,285 4,861 253 Other receivobles 2 8
Cosh ot bonk 355 263
Statement of Appropriation of Profit €million 4,663 223!
Note 2000 1999 1998 Current liabilities
Profit offer toxotion 8,285 4861 253  Finoldividend 1973 1844
invesiment reserve 4 (2,578) {1,670} 2,879 1,990 1,857
Undistributed profit ot . g
beginning ofyeor 402 449 1 Current assets less current licbilities 2,673 374
Uncloimed dividends forfeited 1 - - Total assets less current liabilities 39,661 34,107
Available for distribufion 6110 3640 3,563 :":m"ddff:'min
fess Interim dividend® 1,436 1394 1324 'odvpcopio
Finol dividend 1973 184s 1790  Ordinonyshores Lare 1216
Priorily shares 1 1
: 3,409 3,238 3114 1,217 1,217
Undistributed profit at end of year 2,701 402 449 Shore premium reserve 1 1
o Induding 4% cumulotive pref dividend g 1o €27,227 on priority shares. Investment reserves
b Proposedﬁmldmdmd subject 1o finlisation by the Genera! Meeting of Shareholdars fo be held Statutory 23,298 19,304
an oy 17. Currency translation differences (2,998) (1,153}
Other 15438 14,336
Statement of Cash Flows €miflion 35,742 32,487
2000 1999 1998 Undistributed profit 2,701 402
Returns on investments and
servicing of finance 39,661 34,107
Dividends received from Group componies 3,352 2977 3,232 o Theapprapriotion of profit has clready been incorporcted in the Bolonce Sheet.
Interest received 13 18 b Propred ﬁnd d‘mdaid shiact 1o finolisalion by the Genercl Meeting of Shoreholders to be held
Other - (8) {4) onay 17,200
Net cash inflow/{outflow)
from returns on invesiments
and servicing of finance 3,378 2,982 3,246
Taxation
Tox {poid)/recovered {3) 2 {5)
Financing
Dividends poid {3,283) {3,156) {3,012)
Increase/(decrease) in cash at bank 92 {176) 229
Cosh ot Jonuory 1 263 439 210
Cosh ot December 31 355 263 439
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Notes to the Annual Accounts

1 The Company

Royal Dutch, one of the Parent Companies of the Royal Dutch/Shell
Group, is a holding company which, in conjunction with Shell
Transport, owns, directly or indirectly, investments in the numerous
companies known collectively as the Royal Dutch/Shell Group

of Companies.

The Financial Statements of the Royal Dutch/Shell Group of
Companies and the Noles thereto on pages 37 to 57 form part of
these Notes.

Arrangements between Royal Dutch and Shell Transport
provide, infer alia, that notwithstanding variafions in shareholdings,
Royal Dutch and Shell Transport shall share in the aggregate net
assefs and in the aggregale dividends and interest received from
Group companies in the proportion of 60:40. It is further arranged
that the burden of all taxes in the nature of, or corresponding fo, an
income tax leviable in respect of such dividends and interest shall
fall in the same proportion. Note 1 fo the Financial Statements of
the Royal Dutch/Shell Group of Companies {on page 40) gives
details of supplemental arrangements which have been made
beiween Royal Duich and Shell Transport regarding dividends,
taxes and tax benefits.

2 Accounting policies

The Annual Accounts of Royal Dutch include the Financial
Statements of the Royal Dutch/Shell Group of Companies.

These Annual Accounts have been prepared in accordance with
legal requirements and generally accepted accounting principles
in the Netherlonds.

The investments in and the share in the net income of
companies of the Royal Dutch/Shell Group are accounted for by
the equity method {see also Notes 3 and 4). Accounting policies
used by the Group are given on pages 40 fo 42. 4

With effect from 1999, euro reporting has been adopted
instead of guilder reporting for the Annual Accounts of Royal
Duich. Comparative data previously reported in guilders have
been translated into euros using the fixed conversion rate
of 2.20371.

Assets and liabilities in foreign currencies are translated into
euros at year-end rates of exchange, whereas results for the year
are franslated ot average rates. Euros are translated from dollars
at average rates for the period, except for the fourth quarter 1998
where the total of the special charges {$4,386 million} has been
translated ot the average rate for the year {weighted according to
quarterly netincome excluding these special items). Currency
translation differences arising from translating the invesiments in
companies of the Rayal Dutch/ Shell Group are taken to Invesiment
reserves {see Note 4}.

Administrative expenses, Interest income and Taxation are
stated ot the amounts attributable to the respective financial years.
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3 Share in the net income of companies of the

Royal Dutch/Shell Group
The amount dealt with under this heading in the Profit and Loss
Account has been calculated as 60% of the netincome of the
Royal Duich/Shell Group as presented in the Group Financial
Statements on page 37. The dividend for 2000 distributed from
Group companies to Royal Dutch amounted to €5,694 million
(1999: €3,183 million). Net income has been Iranslated into
euros using the weighted average rate for the year.
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Notes to the Annual Accounts

continved

12
4 Investments and reserves
The 60% interest in Group net assets is equal fo the interest
applicable to Royal Dutch as shown in the Statement of
Comprehensive Income and Parent Companies’ Interest
in Group Net Assets {on page 37).

Royal Dutch’s investments in the companies of the Royal
Dutch/Shell Group are stated at an amount equal o the 60%
share in Group net assets, translated into euros ot the
year-end rate.

The difference of €35,742 million between the cost of the
investments and the amounts at which the investments are stated
in the Balance Sheet has been taken to Investment reserves.

The Statutory investment reserve comprises Royal Dutch’s 60%
share in the undisiributed net income of Group companies which
has arisen as from January 1, 1984; Royal Dutch’s share in the
undistributed net income of Group companies accumulated until
that date is included in Investment reserves — Other.

Royal Dutch’s 60% share in the cumulative Group currency
translation differences arises as a result of translating the assets
and liabilities of non-dollar componies to dollars at year-end
rates of exchange {see Note 4 to the Financial Statements of the
Royal Dutch/Shell Group of Companies on page 43) and is shown
under Investment reserves as Currency translation differences.
The net increase/decrease in Parent Companies’ shares held by

The movements in 2000 are shown in the following statement:

Filed 10/15/2007 Page 15 of 31

Group companies represents the balance of sales and purchases
and changes in valuation of these shares minus dividends received
on these shares.

Other comprehensive income, net of tax, consists of currency
translation differences, unrealised gains/losses on securities and
minimum pension liabilily adjustments {see Note 5 to the Financial
Statements of the Royal Dutch/ Shell Group of Companies on
page 43).

The movements during the year in the value of the Group
reporting currency (dollar) against the Royal Dutch reporting
currency {euro} lead to currency Iranslation differences. .

 As the amounts dealt with under Investment reserves have been,
or will be, substantially reinvested by the companies concemed,
itis not meaningful fo provide for taxes on possible fuure
distributions out of earnings retained by those companies; no such
provision has therefore been made. Furthermore, itis not
procticable to estimate the full amount of tax or the withholding
tax element.

$ milion & mition
. frvestment reserves
$0% interesd
inGroup Royol Duich wanslation
net ossets investmenn. Situlory differences Qther Tosol
Balance at December31, 1998 32,977 28,468 15,070 {265) 12,417 27,222
Movements during the year 1999
Undistributed net income of Group componies 1,772 1,670 1,670 - - 1,670
Net{increase)/decrease in Porent Companies’ shares held by Group companies {246) {231} - - (231) (231)
Other comprehensive income, net of tax {800} (796) 49 (845) - (796)
Translation effect arising from movements in dollar/euro rate 4,622 2,515 (43) 2,150 4,622
Balance at December 31, 1999 33,703 33,733 19,304 (1,153} 14,336 32,487
Movements during the year 2000
Undistributed net income of Group companies 2,484 2,578 2,578 - - 2,578
Net{increase}/ decreose in Parent Companies’ shares held by Graup companies (120) s - - (Ms) (115)
Other comprehensive income, net of ax (1.815) {1,948} {198) {1,750} - (1,948}
Translotion effect arising from mavements in dallar/euro rote 2,740 1,614 {91} 1,217 2740
Balance at December 31, 2000 34,252 36,988 23,298 (2,994) 15,438 35,742
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5 Other liabilities € million
Dec 31 Dec 3t

2000 1999

Dividends and dividend tox poyoble 10 9
Accounts payoble 1 2
Corporation fox (] 2
17 13

6 Share capital

The authorised share capital as laid down in the Articles of
Association is expressed in guilders and amounts fo

N.A. 4,000,000,000. The authorised share capital is divided
into 3,198,800,000 ordinary shares with a par valve of
N.l. 1.25 each and 1,500 priority shares with a par valve of
N.f. 1,000 each.

At the end of 2000, 2,144,296,352 ordinary shares and
1,500 priority shares were issued and paid up. The issued
and paid-up capital ot December 31, 2000 thus amounted to
N.fl. 2,681,870,440. Translated into euros, the issved and paid-
up capital was €1,216,979,748.

7 Undistributed profit

The amount of the undisiributed profitat December 31, 2000, is
evident from the Statement of Appropriation of Profit on page 10.
The increase in undistributed profit at December 31, 2000, reflects
the funding by Group companies of the share buyback programme
which commenced on February 8, 2001.

8 Royal Dutch shares held by Group companies
The movements in 2000 in Royal Dutch shares held by Group
companies were as follows:

€ million

Royal Durch

60% interast

Nymber of inthe

shores Book volve book value

Balance at beginning of year 14,126,406 738 443
Purchoses 4,062,350 291 175
Scles and other movements (1,459,750} {53) (32)
Balance ot end of year 16,729,006 976 586

These movements relate o the granting and exercise of stock
opfions and to other incentive plons as mentioned in Note 22 to the
Financial Statements of the Royal Dutch/Shell Group of Companies
on poges 51 and 52.

9 Statement of Cash Flows
The Statement of Cash Flows is shown on page 10.

10 List of companies of the Royal Dutch/Shell Group

A list of companies drawn up with due observance of the provisions
in Articles 379 and 414, Book 2 of the Netherlands Civil Code,

has been deposited at the office of the Commercial Register in

The Hague.
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11 Remuneration of members of tha Supervisory Board
and Managing Directors

in 2000 an amount of €457,783 {1999 €454,394} was borne by
Royal Dutch and by Royal Dutch/Shell Group companies in respect
of remuneration, pensions and other similar retirement benefils for
members and former members of the Supervisory Board for their
duties on the Supervisory Board of Royal Dutch and for duties
simultaneously performed by a number of them as Directors of
Rayal Dutch/Shell Group companies, respectively.

Furthermore, in 2000 an amount of €4,974,399
{1999: €4,214,896} was bome by Royal Dutch and by
Royal Dutch/Shell Group companies in respect of remuneration,
pensions and other similar retirement benefits for Managing
Directors and former Managing Directors for their duties on the
Board of Management of Royal Dutch and for duties
simultaneously performed by them in Royal Duich/Shell Group
companies, respectively.

Additional information regarding the remuneration and
benefits of the Managing Directors and members of the
Supervisory Board is provided on pages 14 and 15.
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Remuneration

Philosophy

The philosophy for the remuneration of Group Manoging
Directors, including those who are also Managing Directors of the
Company, is consistent with that for senior management
throughout the Group: to attract and retain high-quality staff at alf
levels and motivate them fowards exceptional performance. It seeks
10 align all senior staff with the goals of the Group and its various
businesses, and with shareholders’ interests. The remuneration
package is made up of base salary, short-term annual bonus and
long-term incentives.

Base salary

The base salary scales for Managing Directors are set by reference
to internal and external market surveys of companies of similar size
and international scope. Base salaries are reviewed annually and
the scales for Managing Directors were increased by 3.0% with
effect from January 1, 2000. Progression of an individual
Managing Director’s salary to the farget position is usually over o
three-year period from appointment.

Annual bonus

An annual bonus is determined by the Remuneration and
Succession Review Committee by reference to the extent of
achievement of challenging Group performance targets set as part
of the annual Group business plan. The targets take into account
financial, operational, social ond environmentol objectives. The
maximurn bonus payable is 50% of base salary. The bonus
payable to Managing Directors in respect of the year 2000 is 45%.
The annyal bonus is non-pensionable.

The emoluments for 2000 of the Managing Directors of Royal
Dutch whilst in office were:

€

2000 1999 1998
Jercen von der Veer
Salaries 824,201 706,953 455,552
Performance-reloted element 398,601 325,088 0
1,222,802 1,032,041 455,552
Maarten van den Bergh
Salaries 497,511 895,288 891,972
Pecformance-reloted element . - 444,204 4]
497,511 1,339,492 891,972
Harry Roels
Salexies 697,598 327,052 -
Performance-related element 318,145 292,416 -
1,015,743 619,468 -
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Long-term incentives

Long-term incentives for Managing Directars are provided through
the Group Stock Option Plans which have been in operation since
1967, and which are believed o create an effective method of
aligning the interests of Managing Directors and other Group
senior managers with those of shareholders.

From 1998 options granted o the Managing Directors of
Royal Dutch are granted for 10 years with a three-year vesting
period. All options granted to the Managing Directors relate to
Royal Dutch shares, and those granted before 1998 can, subject to
certain restrictions, generally be exercised during a period of five
years from the date of grant. The same terms apply to all other
optionees under the Plans. The options granted to Managing
Directors since 1998 have had performance conditions atfaching
1o 50% of the grant. The performance conditions are based on the
Total Shareholder Return over a three-year period, measured by
the average weighted share price of Royal Dutch and Shell
Transport over the 10-day period at the beginning and end of the
three-year period as compared with equivalent data for other
major integrated oil companies and after taking into account such
other factors as the Remuneration and Succession Review
Committee may deem appropriate. It is intended that a proportion
of future grants to Managing Directors as well as fo the most senior
executives will be subject o similar performance conditions bosed
on Total Shareholder Return. The proportion of the share options
subjectto the rmance conditions which will either become
unconditional or lapse will be determined for the Managing
Directors at the absolute discretion of the Remuneration and
Succession Review Committee.

On recommendation of the Remuneration and Succession
Review Committee, options are granted o the Managing Directors
under one of the Group Stock Option Plans once a year, except that
no option is granted to a Managing Director within one year
before his retirement. Considerotion is given on an individual basis
to the granting of options each year. In order that the stock option
grant moy follow the announcement of annual Group results as
well os business and individual performance oppraisals, the grant
dote was changed from December to March, commencing in
Morch 2000. Thus no gronts were made in 1999, butgrants
were made in March 2000. Further grants ore proposed for
March 2001,

The exercise price of each opfion is the market value of the
shares ot the date of granting the opfion. The shares subject fo the
Plans ore existing issued shares of the Company ond no dilution of
shareholders’ equity is involved. :
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The interests of the Managing Directors under the Group Stock
Option Plans are shown below:

Number of oplions €
Market
Granted  Exarcised pricect
I during during A Exercise  dateof Expiry
1.1.00 the year the yeor 31.12.00 price  exercise date
Jeroen van der Veer
10,000 - 10,000 - 3240 4636 11.12.01
32,500 - - 32,500 48.92 - 10.12.02
43,000 - - 43,000 4116 - 211208
45,000 - 45000 5954 - 220310
Maarten van den Bergh®
32,500 - 32,500 - 4892 46.16 10.12.02
61,000 - - 61,000 41.16 - 01.07.05
Harry Roels
14,000 - - 14,000 4892 - 101202
28,000 - - 28000 4116 - 21.1208
45,000 - A5000 59.54 - 220310
No options ore besy of the Supervisory Boord, but apti be
> &Wm" Mbem Momgingp;"::: opons mey be ondinglo
Pensions/Refirement benefits

The principal source of Managing Directors’ pensions is the
Stichting Shell Pensioenfonds. This is a defined benefit fund
to which Managing Directors contribute the same percentage
of relevant eornings as other employees. For employees in the
Netherlands this percentoge was zero during the year. The
employing companies contribute o the pension fund on the advice
of actuories, and the employing company contribution rate in
2000 was 0%. Managing Directors retire on June 30 following
their &0th birthday. There are provisions in the pension fund for
a surviving dependont’s benefit of 70% of actual or prospective
pension. In case of death-in-service a lump sum of two times
annual salary is paid.

The following toble shows the amount of pension entitlements
eorned and the amounts which would be paid annually on
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The emoluments of the members of the
Supervisory Board of Royal Dutch
The emoluments of the members of the Supervisory Board of Royal
Dutch whilst in office during 2000 were:
€

2000 1999 1998

Lodewijk von Wachem
Supervisory Board fees
Committee fees 6,807 6,807 6,807

56,723 56723 56,723

Holding Company fees 29,520 28,391 28,116
93,050 91,921 91,646

Maarten van den Bergh

Supervisory Boord fees 22,689 - -

Committee fees 3,403 - -

Holding Company fees 14,808 - -
40,900 - -

Huub van Engelshoven

Supervisory Board fees 22,689 45378 45378

Committee fees 3,403 6,807 6,807

Holding Compony fees 14,713 28,391 28,116
40,808 80,576 80,301

Aad Jacabs

Supervisory Board fees 45,378 45378 45378

Committee fees 10,210 10,210 6,807
55,588 55,588 52,185

Jonkheer Aarnout Loudon

Supervisory Board lees 45378 45378 45,378

Committee fees 13613 13613 13,613

58,991 58,991 58,991

Professor Joachim Milberg

Supervisory Board fees 22,689 -
Commitiee fees 3,403 -
26,092 - -
Hennie de Ruiter
Supervisory Board fees 45,378 45378 45378

Committee fees 6,807 6,807 6,807

retirement, based on service fo the end of 2000. Holding Company fees 20,520 28391 28,116
et d 81,708 80,576 80,301
YouG:‘: T ihgemen  Acumukied  Jan Timmer
i occrued e Supervisory Boord fees 45,378 45378 45,378
Agpasc vt dwig | mel Commitee feas 13,613 13613 13613
AN200 3120 000 311200 58991 58991  58.991
Jeroen von der Veer 53 29 10t 442
Harry Rosls 52 29 &7 356

FOIA
CONFIDENTIAL
TREATMENT REQUESTED

MISC00004577

15




Case 3:04-cv-00374-JAP-JJH Document 422-5

' thEI; information

1 Summary of the arrangement in the Articles of
Association regarding the appropriation of the profit

After the amounts to be appropriated to reserves have been fixed
by the Board of Management with the approval of the Supervisory
Board, an amount of N.fl. 40 {€18.15} is distributed on each

" priority share out of the profit available for distribution. The
bolance of profit available for distribution then remaining is
distributed to the holders of ordinary shares, unless the General

* Meeting of Shareholders resclves that the whole or part of such
profit be carried forward 1o the following yeor.

2 Proposal for appropriation of the profit available
for distribution

- The proposal for appropriation of the profit available for

distribution is stated in *Report of the Supervisory Board” on

poge 8 and is incorporated in the Statement of Appropriation

of Profit on page 10.

3 Special rights in the Articles of Association regarding
conirol in the Company
With due observance of the relevant provisions of the Articles of
Association, the meefing of holders of pricrily shares determines the
number of Manoging Directors and of members of the Supervisory
Board and, when the case arises, that meeting decides whether or
not o fill a vacancy on the Board of Management or the Supervisory
Board. The meeting of holders of priority shares is furthermore entitled
to make o binding nomination, contoining the names of at least two
persons, for each appointment of a Managing Director or @ member
of the Supervisory Board.

The prior consent of the meeting of holders of pricrity shares is
required for the passing of a resolution to amend the Articles of
Association or to dissolve the Company. A resolutich to amend the
Artides of Association may also be passed subject to the subsequent
approval of that meeting.

Report of the Auditors

We have audited the Annual Accounts for the year 2000 of Royal
Dutch Petroleum Company. These Accounts are the respensibility
of the Campany’s management. Qur responsibilily is to express
on opinion on these Accounts based on our audit.

We conducted our audit in accordance with auditing
standards generally accepted in the Netherlands. Those
standards require that we plan and perform the audit to obtain
reasonable assuronce about whether the annual accounts are

" free of material misskatement. An auditincludes examining, ona
test basis, evidence supporting the amounts and disclosures in the
annual accounts. An audit also includes assessing the accounting
principles used and significant estimates mode by management,
as well os evaluating the overall presentation of the annual
accounts. We believe that our audit provides a reasonable basis
for our opinion.
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Eadh of the members of the Supervisory Boord and the Managing
Directors (Lodewijk van Wachem, Maorlen van den Bergh, Aad
Jacobs, Jonkheer Aarnout Loudon, Professor Joochim Milberg,
Hennie de Ruiter, Jan Timmer, Jeroen van der Veer and Harry Roels) is
the holder of six priority shares. The other 1,446 priority shares are
held by the Royal Dutch Priority Shares Foundation. The Board of the
Foundation consists of all the members of the Supervisory Board and
the Monoging Directors of the Company.

4 Share buyback

Following the adoplion by the General Meeting of Shareholders
which was held on May 9, 2000, of o proposal authorising the
Board of Management as the competent body to acquire shares in
the copital of the Company, the Supervisory Board and the Board
of Management approved a share buyback programme that took
effect on February 8, 2001. As ot Morch 13, 2001, the Compony

has acquired 9,628,552 shares.

5 Supervisory Board members’ and Managing Directors’
share interests in the Company

These interests, as set out in the toble below, include any interests of

a spouse or infont child.

Number of ondinary shares
- Dec 31, 2000 Dec 31,1999
Lodewijk von Wochem 8,800 8,800
Moarten von den Bergh 4,000 4,920
Aad Jocobs 0 0
Jonkheer Aamout taudon .75,000 80,000
Profassor Joochim Milberg 0 -
Hennie de Ruiter 0 0
Jon Timmer ] 4]
Jeroen van der Veer 2,900 88
Harry Roels 5,707 4,607

In our opinion, these Accounts - of which the Financiol
Stotements of the Royal Dutch/Shell Group of Companies and the
Notes thereto on poges 37 to 57 form part - give a true and foir
view of the financial position of the Company at December 31,
2000, and of the results and the cash flows for the year then
ended in accordance with accounting principles generally
accepled in the Netherlands and comply with the legol
requirements in the Netherlands regording onnual accourts.

KPMG Accountants N.V.

The Hogue, March 14,2001 11500004578




Case 3:04-cv-00374-JAP-JJH Document 422-5

Shell around the world
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Energy Imks together the companles of ihe Royal Dufch/ Shell R
Group, as they produce, process and delnver it. Operahng m more’
than 135 countries, Shell compames make a sngmflcant o
conmbuhon to economles in all parfs of the

The nature of the Gerations
curried out during the year in
each iisled country is indicated by
the letters in the follcwing keyt.(

. Western Europe -
Austria E: M s
Belglum MGC
Denmark. E R MG

finlond M .

France R M C

Germany E7 R MG
Gibraltar M~

Greece_M G

Iceland M S
Ireland, Repubhc of E M
HalyRMC = E
luxembourg M c” :
Netherlands EZRM Gz
Norway E R M G '
Portugal M C

Spain MG C

SwedenR M - Jg
SwitzerfundM T
United ngdom E"R M G [

Cis, Cem‘rulcnd Eusfern
Europe :
Azerbaijan E E M
Bulgurla M

Cmcmo M -
Czéch Republic R M ‘
Estonia M :
Hungary M
Kazakhstan € M
Latvia M

Lithuania M

Poland M

Romania Wi

RussiaE M

Serbia M

Slovakio M

Slovenic M
Turkmems!un ]
Ukraine' M u 3
Uzbekistan M
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E "Expfor;:riorn §

Production
R Refini ing

_ M Marketing - odp'oducﬁ

B;Jrkmu Fuso M

- Cumemon E R M

ote d'Ivoire ER M
" Democratic Republn:
ofCongot M
"EgyptE MGJ _
Eritrea 4 :

: thlopm [y

‘GabonE RM
The Gambia i

- "Ghana M

Gumeu M .
‘Guinea- Bissau i
KenyaR# "
Lesatho M 5
-~ Madagascar M
Moh M
Mapmoniq 3

Mupriﬁus M
" Morocco EM

Mozambique M
Namibio € i
Niger M
NigeriaE - M G
Réunion M |
Rwanda M

" Senegal R M
. South AfricaRM =

Sudan M ‘
Swaziland M
Tanzanio M 35

"Togo M

Tumsuu M

Ugcndc M
Zimbabwe M

Bangladesh B
‘IndiaEMG C
lran M

. “Jordan M | o

Lebanon M I
Omanf. MG
'PakistanE. RM ey
Saudl Arabia R M C
SrilankaM T
Syria E -

Turkey RMG

ﬂqv-l‘“

ld. <F

Buhomos M ,

. o BurbodosM '__ '

‘United Arab Emnrates 3 M GC-

‘ ‘Yemen M

B

. Asia-Pacific

AustraliaE *RM G C
BruneiERMG
Cambodia EM
Chma E M GC

" Fiji M

Guam R
Indonesia E M ¢
Jcpan RMG C )

Laos M R 'Nwﬁ&

MalaysicE =R M G c
New Zealand E = R [ C

Papua New Guinea E M ”

Philippines E R MG c
Singapore RM C

| - South Korea M C

TaiwanRMC
Thailond E *RMC
Vanuatu M~

| - Vietnam M G

—é. Costa R\n:g_ M RN
‘Deminican Repubhc R M "
Ecuador M . L

E o
» Brmsh Anhlles .

& Guyona M

Len
Clee Mc

Colomb:o M G :
g

€l Salvador R M ™
Falklonds E

, French Antilles

i & Guiana R M
Guafemola M
Hom M
_Honduras Mo

\",Jcmmm M

Me:uco met .

o Nr(aruguum -
" Panama'M

Puraguay M V”
“PeruEM )

’ PueﬂoRKoM -

SurinamEM
Trlmdod & Tobago £ M

Uruguay M

. USAE RMGZ

Venezuela Me
L e S M
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Businesses at a glance

J The objectives of the Royal Dutch/Shell Group of Companies

§ areto engage efficiently, responsibly and profitably in the oil, gas,
chemicals and other selected businesses and participate in the
research and development of other sources of energy.
Shell companies are commiitted to contribute to sustainable
development. The portfolio includes a range of other businesses
such as Shell Hydrogen, Shell Internet Works and Shell Capital.

to morket

Acflons in 2000: As weH os pe

achieved significant successes in o7&

Sea, Kazakhstan, Brazil, Nigerig, h

Mexico. Portfolio monogemenr k& iudéd inc recsed _
shcre'\oldmg in Sakhalin Energy 15 559 in an asset exchang

decl, the ocqunsmo@ Fletcher Chcllcnge Energy based in Néw
Zeolond which is nearing comp!ehon 0$ well as ground- breckmg
cgreements in China,.; ‘

13

Lindugook Ghief Execdive, '

conFENTIAL - N MISC00004580
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-
e

KarentdelSegundo, Chlgf Executive
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. . . Y, "
Alrica for the introduction of climate-friendly technologies.

Qil Products

Sales and marketing of transportation huels, lubricents, speciality
groducts und technical services. Refining, supply, frading .
and shipping of crude oil and petroleum products. Oil Preducts
serves over 20 million customers a day through some 46,000
scrvice stations, and more than oné million industrial and
commercicl customers.

Actions in 2000: Availability of locally tailored retail fuels
expanded fo 30 countries. Range of e-business initictives
launched. Exceeded cost improvenignt torgets'set forend 2001.
Further refinery rationalisation achieved by closure of Sola

in Norway and sule of two refineries in Europe/USA.,
Improvements fo retail portfolio continued via divestments
and ccquisitions in Europe, Africo and Latin América. *
New global trading orgonisation formed and growth in

income secured from commercialisation of fechnical expertise.

of

Chemicals - H:“ T ‘
Producing and selling base chemicals, petrachemical building
blocks and polyolefins globally. Products are widely used in

plastics, coatings cnd detergents. . _ _ .

‘ o
Actions in 2000: A programme creating @ stronger business’
continued during 2000, ond was completed in early 2001.

The portlolio has now been reduced from over 21 business creas
to 11. A programme of cost improvements generated results
ahead of schedule. Organisational chdfiges created common
structures globally for the cBre processes of “buy, make and sell”
Emphasis was placed on credting o work envirodment that
promotes netwarking and creativity. In China, o'joint venture
agreement was concluded for a $4 billion petrochemical camplex
in Guangdong province. Basell, a 50:50 joint venture with

BASF, was also created to form one of the world's lorgest
polyolefins businesses. B o

24

Renewables £

A generator of green electricity cS“r%d p%vider of renewable ,
energy solutions. Develops and operates wind farms and biomdss:
power plants; manufactures and markets solar energy systems
and grows forests to supp|y markets with susroinob|y ma noged
wood products.

Actions in 2000: Delivered the UK’s first offshore wind project.
5Bt of the Blyth Offshore Wind consortium. In Germany a
wind farm started to supply customers in Hamburg. A joint
venture began operating a biomoss-fuelled, combined hect and
power plant in Sweden. Renewables’ Latin American foresiry
operations were awarded Forest Stewardship cer;jficatidn for
their sustainable management principles. Solar centres opened in
Germany, Sri Lanka and Indio. The Climate Technology Initiative
was presented to its Solor joint ventuce with ESKOM in $auth

MISC00004581
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Strategy

and renewables

Shell companies need to deliver - and be seen to deliver -
intwo ways. We need the profitability that provides
competlitive returns to shareholders ond funds invesiment,
Profils are also a vito! part of our ability to contribute to
society. We must deliver on the economic, sociol ond
environmental requirements of sustainable development.
Being trusted ta meel sacietal expectations is key to long-
ferm success,

To continue our history of continuous profitable growth, we must
respond fo o range of issues that define the context in which we
do business. These indude globalisation, liberalisation of political
systems and markets, and the effects of new technologies such

os the infemet. The trends foward better education and growing
prosperify are leading people to demand higher standards,
greoter choice and value. Prosperity is notuniversal and poverty
in many parts of the world creates social problems. Factors such
as lowlessness, carruption and poor education limit the growth

of economies.

These trends have created an increasingly fast-moving and
chollenging business environment, with volatile markets, fierce
competition, increasingly discerning consumers and high
stokeholder expeciations.

Filed 10/15/2007 Page 23 of 31

Meeting society’s expectations key to long-term success

Fossil fuels will be mainstay of energy scene for at least 30 years
Extensive portfolio of opportunities, strong brand, global reach
Offering customers new products, services, e-business options
Highly competitive in hydrocarbons - emphasis on gas

Reducing carbon content of products, growing in hydrogen

While profitability is essential for commercial success, society
is demanding that companies should be accountoble for more thon
justfinancial performonce. They should, for example, be ever more
transparent in the way they do business, respect humon rights and
meet ever siricter environmental and social standords. We believe
that companies that understond and respond fo these essentials will
be best able to thrive.

# We believe a major challenge facing society today is
posed by three inextricably linked issues:
+ the world’s increasing demand for energy,
¢ the need for economic and sociol development of

a growing population, and
+ the need 10 assure o viable world for future generations.
This threefold challenge has serious implications for the
energy businesses, and concerns over climote change are
at the heoart of it.”

Sir Mark Moody-Stuart
Chairman of the Committee of Managing Directors

Sustainable development Shell'carbon intensity 1990 to 2005 Tofiil enérgy déemand 1990162030 |

management framework Shell share® The New Game scenario®
L L ronnes carbon/tonnes oil equivalents | million barres of oif equivolent doly
' Engagemant 0.85 350
Revan\d 300
e — 080 —————————= 20
\—_\ . 200
150
S50
0.70 (1}

90 95 00 05 90 95 00 05 10 15 20 25
P el o == Eximote Cod on B co
We take economic, snvironmental and social *Shell shore of fotot production of o, gos, codd and renewables, O Nudleor ond B Renewbles
considorations o account in everything we do. . o-ddectric
’ ’ ) *Source: Shell Energy Scanarios.
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Developments in energy

Demand for fossil fuels remains strong and will grow as
population and living standards increase. Energy efficiency will
help reduce the rise in demand in developed countries, but
developing economies will need a lot more energy to grow — there
can be no development without energy.

Concerns about the effects of fossil fuels on health and the
environment, particularly climate change, are leading to a gradual
move lo cleaner fuels with lower carbon content, Nevertheless, our
view is that hydrocarbons will remain the mainstay of the world
energy scene for ot least the next 30 years, with gas playing an
ever-increasing role and renewables moking a growing
contribution. Hydrogen as a fuel has great potentiol longer-term.

Qur success as a major energy ond petrochemical enterprise
depends on us reading these frends correcily and satisfying the
demands of our customers and shareholders, while being sensitive

to the concerns of the communities we operate in.

The way forward
We will confinue to lead in the development of the energy market
and set a world-class standard for operating excellence ond value
growth. We will do this by operating within a clearly defined,
transparent financial framework and embedding sustainable
development into our strategy and the daily condudt of operations.
This means integrating economic, environmental and social
considerations into decision-making and balancing short-term
priorities with longer-term needs. It also means engoging widely
with those who are affected by our adtivities ot the community and
other levels. Our sustainable development management fromework
is designed to help us achieve the necessary infegration and help
us manage our business in ways that match sociely’s needs and
expeciations. Doing so will enable us to maintain our competitive
advantage and deliver robust profitability.

Our approach aims fo achieve excellent returns on capital
employed through:
» gctive portfolio management ~ being in the right businesstes),
° costimprovements - being the most efficient, :
° copilal discipline - invesiment proposals must compete
internolly for funding, and
* personal accountability - ensuring all individuals are both
occountable and empowered to act in ways aligned with
the values, commitments and goals of Shell.

Our extensive portfolio of opportunities, together with our
competitive technologies, strong brand and global reach, will
enoble us to deliver strong growth and competitive shareholder
returns —even at lower oil prices than those seen recently. Our
strategy is structured around three themes: :
» making the most of what we have — confinuously improving

our existing business to provide the foundation for future growth,
* gaining new business ~ expanding current business into

new areas, and
* breaking new ground - creating new types of business.
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In pursuing these themes we will:

* yse our global spread to be successful in developing economies
such as China and Indio,

* deepen relationships with our customers by offering infegrated
solutions and, where appropricte, selling direct to the consumer,

» glign our people and resources around major customer
groups, and

* drive innovation in technology, produds, services ond grosp
e-business opportunities.

In the medium-term we will remain highly compefitive in the
hydrocarbons business with an increasing emphasis on gos.
We will use money, materials and energy ever more efficiently
o create value and reduce environmental impact by:

o lowering the capital and material intensity of our businesses
by odding more services,

* decreasing the carbon content of our products and finding
new ways fo “fix” or capture carbon to reduce the amount
in the atmosphere, and

e growing our hydrogen and renewables businesses.

The transition fo new energy sources will be one with many
competing technologies and influences. We will maintain our
position as a broad explorer of new energy solutions and, where
economic, commit our expertise and financiol strength lo grow
in these exciting areas.

How we succeed is as important as what we achieve. Our
commitment to sustoinable development encompasses everything
Shell companies do, oil and gas as much as renewables. We
are committed to a sirategy that delivers excellent returns while
contributing to the planet and its people. We see no alternative.

MISC00004583
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The Boards of the Parent Companies

22

Jan Timmer Jeroen van der Veer

Paul Skinner )
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Royal Duich Supervisory Board

Lodewijk van Wachem
Chairman

Maarten van den Bergh
Aad Jacobs

Jonkheer Aarnout Loudon
Professor Joachim Milberg
Hennie de Ruiter

Jan Timmer

Royal Dutch Board of Management

Jeroen van der Veer
President and Managing Director
Harry Roels Managing Director

Shell Transport Board of Directors

Sir Mark Moody-Stuart
Chairman and Managing Director
Philip Wotts Managing Director
Pavl Skinner Managing Director

Teymour Alireza

Dr Eileen Buttle

Luis Giush

Sir Peter Holmes

Sir John Jennings
Professor Robert O’Neill
Lord Oxburgh

Sir William Purves

The members of the Supervisory Board ond the
Board of Management of Royal Dutch Petroleum
f  Company {Royol Dutch} and the Directors and

l  Managing Divectors of The Shell” Tronsportand
roding Company, p.l.c. (Shell Tronsport) meet
regularly during the yeor to receive information
ond discuss the mojor developments within the
Royol Dutch/Shell Group.

MISC00004585
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Group Managing Directors and Principal Executives
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The members of the Board of Management of Royal Duich and the Managing Directors of Shell Transport are also members of the
Presidium of the Board of Directors of Shell Petroleum N.V. and Managing Directors of The Shell Petroleum Company Limited, which
are the Group Holding Companies. As such, they are generally known as Group Manoging Directors. They are also appointed by the
Boards of Shell Petroleum N.V. and The Shell Petroleum Company Limited o a joint commitiee known as the Committee of Managing
Directors [CMD), which considers and develops objectives and fong-term plans.

Group Directars Principal Executives
Business ond functional Geogrophical
responsibilities responsibilities
Sir Mark Moody-Stvart USA ond Conado Legol Finonce Humon Resources
Chairmon of CMD Pieter Folmer Stephen Hodge - Direcior John Hofmelster
Legal Rupert Cox - Controller
::::r:ﬂ Neil Gaskell - Treasurer
Jeroen van der Veer Europe, CIS, Middle East, Chemicals Renewables Shell Hydrogen
Vice-Choirman of CMD North Africa and Sovth Asia Evert Henkes - Chief Exeative  Karen de Segundo~ Don Huberts - Chief Executive
Chemicols Graham Ferris Chief Exacutive Shell Capital
Renewobles Jorry Golden Mike Treanor - Chief Execuiive
Shell Hyd Fran Keeth
Shell Capil Leo Patterson
Group Reseorch James Smith
Neil Sulliven
Roin Willems
Phillp Watts Exploration and Production Downstream Gas and Power
Exploration and Producion Philip Watts - Chief Executive  Linda Cook -~ Chief Executive
Downsiraam Gas and Pawer Lorin Brass Renger Bierema
Carol Dubnicki Yeronica Carter
Dominique Gardy Jon Chadwick
Zahansddin Megat Dick de Jong
Reoul Restucci Liz Rayner
Heinz Rothermund Charles Waison
Bob Sprague Lew Watts
Tim Warren Petor de Wit
Harry Roels Centrol and South Americo, Shell Services Infernationol International Chief Informotion Officer
Shell Services International Sub-Sahoron Africo, Eost Asia | Clive Mather - Chief Executive  John Withrington Alan Morvia
Planning and and Australesia Panning, Environment Shelt internet Works
Heolth, Safety ond Environment and External Affairs Tim Morrison
irs Rob Walvis
Infernational
e-business
Paul skinner Ol Products Shell Troding
Ot Products Paul Skinner - Chief Execviive  Mike Warwick - President
Sheft Troding Michiel Boersma
Russell Caplan
Frank Coopman
Lynn Elsenhons
Adrian Loader
‘John Mmills MISC .
Hugh Mitchel ;
Hugh Miche 00004586
LesRe Van de Walle
Steve Miller Sleve Miller works with the CMD in the formation of Group sirategy and in the development ond
Chairman, President ond Chief Executive Officer deployment of the Group's senior executives.
of Shefl Oil Company
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Operational and Financial Review

Summary of Group Resulis
Financlal Resulls $ miion
2000 1999 1998

Netincame 12,719 8,564 350
Chonge +48% +2,353% -95%
Earnings on an

estimated current cost

of supplies {€CS) basis 12,364 7,561 901

Chonge +64%  +739% -89%
$pecial credils/(charges) {7a7) 468 (4,245
Adjusted CCS earnings® 13,1 7,093 5,146
Change +85% +38% ~-36%

o Eomings on an estimated CCS basis excluding special tem.

On an estimoled current cost of supplies (CCS) bosis excluding
special items, eomings for the yeor - o1 $13,111 million - were
85% higher than those achieved o yeor ago. Reported netincome
for the yeor was $12,719 million, 48% above the 1999 result.

The overoll business environment wos more fovourable os the
benefit of higher oil and gos prices and higher refining margins
more thon offset the effedts of lower marketing ond chemicols
morgins. There was also a strong underlying earnings increase
due moinly to cost improvements.

The costimprovement target for the end of 2001 (relofive to
the 1998 boseline), which wos increased to $4 billion a year in
December 1999, hos been reached o full yeor aheod of schedule.
The $4.0billion ochieved comprises $1.9 billion for Explorotion
ond Production {of which $840 million wos from exploretion
expense sovings), $1.4 billion for il Produds, $550 million for
Chemicols and $130 million for other businesses. The new cost
improvement torget of $5 billion a year by the end of 2001,
wos announced in December 2000.

Capitol invesiment for 2000 totolled $8.5 billion, 10% down
from the 1999 figure. The return on average capital employed on
0 CCS eornings basis for the year was 19.5%; in 1999 itwos
12.1%. The total debt ratio ot the end of the yeor was 11.0%;
cash, cosh equivolents ond short-term securities amounted to
$11.4billion.

Underlying oil production growth for 2000 was 5%. Including
the effeds of divesiments and production sharing coniracts, il
volumes were essentially unchanged. Underlying gas production
was 7% higher than in the previous year. Including the effects of
divestments and production sharing confracts, gas volumes were
4% higher than last yeor.

Oil preducts sales volumes in 2000 were 4% higher than
in 1999. Chemical sales volumes were lower than in 1999,
however, excluding the effects of divesiments and the formation
of Basell, underlying chemicals business growth was 7%.

In 2000, Brent crude prices averaged $28.50 a barrel
compared to $17.95 a barrel in 1999. Oil prices climbed steodily
during much of the year due to production restroints
by the major oil exporting countries. These resiraints prevented
globol ol stocks from recovering to normal seosonol levels.
Uncerfainties over both economic growfh ond oil supply mean
thot crude prices ore expecied lo remoin volotile in 2001.

Indusiry refining margins recovered in oll morkets from
the record low levels of 1999 as produd stocks remoined low
throughout the year. Tighler product specifications and limited
spare capacity in the USA and Europe ore likely to support
morgins in these regions during 2001. In the Asia-Pacific region,
morgins are likely o be under pressure due o the regionol
over-copacity.

Chemicals trading conditions were porticulorly challenging.
Towords the end of the yeor, cracker morgins fell sharply to below
the levels seen at the same lime in 1999, ond very difficult
conditions prevoiled in businesses downsiream of the cracker.
The outlook for Chemicals remoins unseitled, especiolly in the
USA, where there are uncertainties over economic growth ond
the cost of feedstocks ond energy.

Crode ail prices ségment earnings on a CCSbasis” Gross ialas proceeds
Br : L il
Lem Blend: averoge monthly spot prices $ per borral $ million $ billion
p‘m
loration Ex tion
] s «E:lnghoduchon 192 200 and Production
I * i~ streom 150 lD:lcmmt
m
L} s 874 815 m.,a Power Gas and Power
B
VM :‘vt\i\ | Sroie o
90]
0 o Orther and
| 5 8::;:': [+] Corporote
9 92 93 94 95 96 97 98 99 00 97 98 9% 00
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Operational and Financial Review

continued
Exploration and Production
$ miflion
2000 1999 1998
Segment eamings 9,880 4,519 {247}
Special credits/[charges) 623 164 (2,221}
Adjusted segment earnings 9,257 4,355 1,974
Change +113%  +121% -57%
Earnings

Excluding special items, record adjusted eamings of $9,257
million were more than double the $4,355 million reported in
1999. The main reosons were higher oil prices (Brent was up 59%),
higher gas realisations and volumes and lower operating and
exploration expenses. Compared to the 1998 baseline, cost
improvements reached $1.9 billion a yeor. This includes

$840 million lower exploration expense.

Including o net special gain of $623 million, reported
earnings amounted fo $9,880 million. Special items comprised
mainly the profits on sale of a number of assets in the USA,
the UK and Ausiralia.

Crude off prices

Brent crude prices overaged $28.50 a barrel compared 1o
$17.95 abarrel in 1999. Oil prices rose throughout much of
the year due lo production restrainis by the maijor il exporting
countries which prevented global oil stocks from recovering to
normal seasonal levels. Crude prices are expected to remain
volatile in 2001.

Oil and gas production
Underlying oil produdion growth for the year was 5% as the
benefits of new fields in the UK, USA, Oman and Canoda and
alower impact from community dishurbances in Nigeria were
partly offset by normal field declines. Including the effects of
divestments and production sharing contrads, oil volumes were
essentially unchanged.

Underlying gas production for the year was 7% higher than
in the previous year as increases in the UK, USA, Oman, Egypt
ond Nigeria more thon offset decreases in the Netherlands ond
Germany. Including the effects of divestments and production
sharing conlracts, gas volumes were 4% higher thon last year.

Combined oil and gos production between 2000 and 2005
is expected to grow atan average annual rofe of 5%. This growth
rate is based on a diverse global porifolio which includes onshore
and both deep and shallow offshore locations. These planned
increases may be impacted by further portfolio actions and price
conditions prevailing in the coming yeors,

Portfolio actions .

The exchange of certain of the Group's interests in the UK North
Sea and in the Gulf of Mexico for Marathon’s interest in Sakhalin
Energy in Russia was completed. A 7.5% interest in Sakhalin
Energy was subsequently sold to Mitsubishi, resulting in o Group
share of 55% and the lead role in the development and operation
of the Sokhalin project.
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An offer was made for all of the shares in Woodside
Petroleum Lid, o company listed on the Australian stock exchange,
in which the Group currently has a 34% interest. The offer per
share comprises A$14.80 plus a coll option over one Woodside
share, exercisable if a proposal to merge certain Group assets
with Woodside is approved by Woodside shareholders. The offer
is conditionol on approval by the Foreign Investment Review
Boord in Australia.

The New Zealand Commerce Commission approved the
Group's application to acquire Fleicher Chollenge Energy (FCE).
In early March 2001 the Group's offer was approved by FCE
shareholders. It is anticipated thot the acquisition will be finalised
in the first quarter of the year. :

In March 2001 Shell Oil Company made a tender offer for olf
outstanding shares of Barreit Resources in the USA ot $55 per
share in cash, conditional upen, amongst other things, the
acquisition of ot least a maijority of the oustanding shares,

In April 2000 the Group's 36% common interest in Altura -
an associated company in the USA - was sold. The Group share
of Altura'’s production in 1999 represented approximately
54,000 barrels of oil equivalent per day.

In Austrolia, the Group's interest in the Barrow and Thevenard
island {Carnarvon Basin) concessions was divested. In the UK, the
divesiment of the Group’s interest in the Elgin and Franklin fields
was concluded.

A letter of intent was signed to porticipate in the Soudi Natural
Gas Initiative.

Capital investment

Capital investment of $5.0 billion was $0.4 billion lower than
in 1999, reflecting continued investment discipline, stringent
project selection, favourable exchange rate impact and project
rephasing.

Reserves

The proved hydrocarbon reserves replacement ratio for 2000
was 105% (before the effects of a significant divestment and
acquisilion progromme). Therefore production during the year
of 1.4 billion barrels of ail equivalent was more than replaced.
Including the net eHect of divestments and acquisitions, the
replacement ratio was 69%.

The three-yeor rolling average proved hydrocarbon reserves
replacement ratio (including oil sands and portfolio activities)
stands at 117%.

The three-year rolling average oil and natural gas proved
reserves replacement ratio (excluding oil sands) stands ot 102%.

The additions fo proved reserves arose mainly from
discoveries and extensions in the USA and West Africa, improved
recovery in Oman and Canoda and revisions in existing fields in
Oman and Venezuela, offset by the divestment of the Altura
interestin the USA. '
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Downstream Gas and Power offers natural LNG capatity

gas and electricity and related services directly . Group share tyear end| million tonnes per onmum
to customers around the globe - from '

governmends, utilities and industrial users to %7 00

residential customers in selected markets.

Activities extend over 26 countries with project 70 [#] 80
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