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Infroduction

Constitution of the Shell Overseas Contributory Pension Fund

The Shell Overseas Contributory Pension Fund (“the Fund”) is governed by o Trust Deed and
Regulations dated 30 June 1953, as amended from time to time. The Fund is administered by Shell
Trust (Bermuda) Limited which, in its capacity as Trustee, applies the Fund for the purpose of paying
pensions and other benefits in accordance with the Trust Deed and Regulations and has
responsibility for the overall management of the Fund.

Closure of the Fund

The Fund was open to eligible employees up to and including 28 February 2013 when the Shell
Companies formally closed the Fund to new hires. New hires recruited on and from 1 March 2013
are no longer eligible for membership of the Fund.

A new defined confribution pension plan, the UK Shell Pension Plan (UKSPP) is offered to all new
hires in the UK on and from 1 March 2013. The Plan is open to all new employees with the UK as
their base country, whether they are working in the UK or as expatriates.

Registration of the Fund

During 2014 the Fund became a Bermudian registered pension fund under the voluntary
registration provisions of the Pension Trust Funds Act 1966. The Trustee approved one deed of
amendment fo the Trust Deed and Regulations of the Fund which was executed on 5 June 2014
with effect from the same date. The amendment provides that the Trustee will provide on demand 1o
every person who has rights under the Fund and who has been or is employed by a participating
employer, a copy of the Trust Deed, the latest financial statements and/or the latest actuarial
valuation. This amendment was made at the request of the Bermudian pensions registrar as part of
the requirements for becoming a Bermudian registered pension fund.

The Trustee

The power of appointing and removing the Trustee vests in the Founding Companies, The Shell
Petroleum Company Limited and Shell Pefroleum N.V.. The majority of the Directors are resident in
Bermuda. The Trustee Board meets quarterly.

The Trustee has entered info a Service Agreement with Shell International Limited to provide the
Trustee with administrative and support services. The Trustee has entered into an Investment
Management Agreement with Shell Asset Management Company B.V. in The Netherlands (the
“Investment Manager”) to provide the Trustee with investment management services.

The reimbursement for the administrative and support services provided by Shell International Limited
['SIL') is on a cost basis allocated between schemes and based on the number of Members. The
reimbursement for the investment services provided by Shell Asset Management Company B.V.
('SAMCo') is based on a cost plus basis.



Statement of Trusfee's Responsibilities

Trustee's responsibilifies in respect of the financial statements

The Fund's Trustee is responsible for obtaining audited Financial Statements in accordance with
applicable law and United Kingdom Accounting Standards {United Kingdom Generally Accepted
Accounting Practice) including Financial Reporting Standard 102 ‘The Financial Reporting Standard
applicable in the UK and Republic of Ireland’, and for making available certain other information
about the Fund in the form of an Annual Report.

The Financial Statements are the responsibility of the Trustee. Pension scheme regulations require
the Trustee to make available to Fund members, beneficiaries and certain other parties, audited
Financial Statements for each Fund year which;

e show a true and fair view of the financial fransactions of the Fund during the Fund year and of
the amount and disposition at the end of that year of the assets and liabilities, other than
liabilities to pay pensions and benefits after the end of the Fund year, and

o state whether applicable United Kingdom Generally Accepted Accounting Practice including
FRS 102 has been followed, subject fo any material departures disclosed and explained in the
Financial Statementfs.

The Trustee has supervised the preparation of the Financial Statements, and has agreed suitable
accounting policies, to be applied consistently, making any esfimates and judgements on a prudent
and reasonable basis.

The Trustee has responsibility for ensuring that adequate accounting records are kept and for toking
such steps as are reasonably open fo it to safeguard the assets of the Fund and to prevent and
detect fraud and other irregularities, including the maintenance of an appropriate system of internal
control.

Member Communications

Copies of the Trust Deed and Regulations of the Fund and Explanatory Booklet, a simple guide to
the provisions of the Shell Overseas Contributory Pension Fund [SOCPF), are made available on
request to Members of the Fund.

The Annual Report and Financial Statements is available on request and summaries of the Report
are published in the annual pensions report called ‘the Source’ which is sent to all Employed
Members, pensioners and deferred Members.

The Trustee and Company provides a website for  Shell Pensions in the UK
www.shell.co.uk/pensions. This includes information about the SOCPF and Members’ benefits.
Copies of the Explanatory Booklet, 'the Source’ and the Annual Report & Financial Statements are
available on the website. Copies of the Trust Deed and the documents above are also available
from HR Online (Employed Members) or available on request from the Pensions Adminisiration
Team or the Fund Secretary/Trustee (pensioner and deferred Members).

Members can obtain information about their own pension benefits by contacting the following:

Employed Members should contact the Pensions Advisory Unit for queries about their pension
email pensions-advisory-unit@shell.com, telephone + 44 (0)207 934 4352/4395

Pensioners or deferred Members should contact the Pensions Administration Team for queries about
their pension email pensions-administrationdondond@shell.com, telephone +44 {0)207 934 1190

Pensioners with a query about their pension payment should contact the Pensions Payroll Team

email London-Pension-Payroll@shell.com, telephone +44 (0)207 934 2292.




For queries which Members would like to raise with the Trustee which are not covered by the website,
the Pensions Advisory Unit or the Pensions Administration Team, contact The Secretary of Shell Trust

(Bermuda] Limited at 3rd floor, Continental Building, 25 Church Street, Hamilion, HM 12 Bermuda.

Employed Members of the Fund are entifled fo receive upon request a copy of a personal annual
statement of pension benefits, which sefs out estimates of the various benefits payable from the Fund
in different circumstances.

Contributions

Members' contributions to the Fund are paid on a basis which may be varied from time fo time at
the request of the Founding Companies, provided that the amount payable shall not exceed 6% of
a Member's Pensionable Salary. During the year 1 January 2016 1o 31 December 2016,
Members paid contributions at the rate of 2% of Pensionable Salary up to £30,000 per annum
and 6% of Pensionable Salary in excess of £30,000.

Contributions are payable by the Member Companies for the remainder of the cost of the benefits
on the basis of independent actuarial valuations of the Fund. From 1 January 2016, the contribution
rate remained at 30% of pensionable salaries.

An dlfernative funding method was agreed with the Trustee Board in December 2014 after defailed
discussions between all parties, including independent legal and actuarial advisers, and came into
effect on 1 January 2015. It will allow the Member Companies to continue to contribute to the
SOCFPF, at certain funding levels, and to set aside secured funds in a Contribution Reserve Account
(CRA), rather than build up a large future surplus within the SOCPF. The CRA is in a new secure
Shell company, set up specifically to manage the account and will not be part of the SOCPF net
assefs statement. The funds in the CRA will be invested prudently and transferred to the SOCPF if
and when they are needed and refurned to the Member Companies if they are not. The new
process and the CRA have no effect on members’ contributions, which will continue to be paid
directly info the SOCPF as they are now. As at 31 December 2016 no contributions had been
paid info the CRA.



Summary of Benefits

The following is a brief summary of the current provisions of the Fund regarding benefits and
confributions.

Pensions

The Fund has two benefit sections, one for Members who joined before 1 January 2009 (the Pre-
2009 Section) and one for Members who joined on or affer 1 January 2009 (the Post-2009
Section). The Post-2009 applies to existing SOCPF Members af 28 February 2013 who joined the
Fund after 1 January 2009. The Fund formally closed to new hires on and from 1 March 2013
but the Fund continues fo be open fo existing inferfund employee members and continued accrual
for existing members. Pensions accrue at the rate of one fifty fourth of Final Pensionable Salary for
each year of Pensionable Service for Members of the Pre-2009 Secfion and at the rate of one
sixtieth of Final Pensionable Salary for each year of Pensionable Service for Members of the Post-
2009 Section. Final Pensionable Salary for Pre-2009 Section Members is defined as Pensionable
Salary at the date of leaving Company service. Final Pensionable Salary for Post2009 Section
Members is defined as the highest average annual Pensionable Salary during any 36 consecutive
months in the last five years of Pensionable Service.

Commutation

25% of the equivalent capital value of the pension which becomes payable may generally be
taken as a tax free cash sum.

Normal Retirement Date

Normal Retirement is 60 for Members of the Pre-2009 Section and 65 for Members of the Post-
2009 Section. The explanatory booklet gives defails of exceptions for some categories of service

before 1 January 1986.
Widows' and Widowers' Pensions

The spouse’s pension is generally 60% of the Member's pension before commutation and any
reduction for early payment. Should a Member die in service the notional pension on which the
spouse’s pension is based is calculated using service projected to Normal Retirement Date. The
pension is not affected by the spouse’s remarriage.

Children’s Pensions

If a Member dies leaving children, they will be entitled to pensions, which normally cease ot age
18. The Founding Companies have the discretion to continue a child’s pension after age 18 where
the child is in full time education or training. The pension must stop, in any event, when the child
reaches 23.

Adult Dependants’ Pensions
If @ Member dies, leaving no spouse, then a pension may be paid at the discretion of the Founding

Company to anyone over age 18 who was financially dependent on or mutually interdependent
with the Member at his or her death.



Lump Sum Death in Service Benefits

If a Member dies in service a lump sum of three years' pensionable salary may be payable at the
discretion of the Founding Company to the spouse, other members of the family or someone who
was dependent on the Member during his or her lifefime.

Five-Year Balance of Pension Payment

It a Pensioner dies within five years of refirement, the Trustee will investigate the persondl
circumstances of the deceased Member including checking the last expression of wish form and
Will. The Trustee may, based on this investigation, at its discrefion, make a lump sum payment fo
the personal representatives of the Member's estate based on the amount of the future pension
payments to which the Member would have been entifled had he or she survived to the end of the
five-year period.

Bereavement Grants

Discretionary fax free lump sums may be granted, on the death of a Member of the Pre-2009
section, to his/her spouse/child/dependant.

Pension Increases

Pensions for Members of the Pre-2009 Section, whether in payment or prospectively payable, are
increased each year by 7% or the increase in the UK Retail Prices Index if lower. Pensions for
Members of the Post2009 Section, whether in payment or prospectively payable, are increased
each year by 5% or the increase in the UK Retail Prices Index if lower. The Founding Companies
may request the Trustee to approve greater increases.

Incapacity and Il Health Pensions

Members leaving Company Service due fo incapacity or ill health may become eligible for an
immediate pension. The amount of the pension, which is granted at the discretion of the Employing
Company, will depend on the degree of incapacity or ill health.

Cash Equivalents

Cash equivalents paid during the Fund year with respect to transfers have been calculated in
accordance with the method and assumptions specified by the Actuary. They include the value of
two discretionary benefits, the bereavement grant and the five-year balance of pension payment,
which are valued using the same method and assumptions as other benefits.



Report of the Trustee for 2016

The Trustee presents the following report covering the year 2016, together with the financial
statements of the Fund and supporting Notes as at 31 December 2016 and the Actuarial Statement
of the Fund as at 31 December 2014.

Changes to the Trustee Board

The membership of the Board during 2016 is shown on page 1.

Trust Deed and Regulations

In 2016 there were no amendments to the Trust Deed and Regulations. However, at the request of
the Founding Companies, using their powers under Regulations 37 (4) and 38 (4), the Trustee
changed the factors for the commutation of pensions with effect from 1 January 2017.

Conlflicts of Interest and Duty

There is a Protocol on Conflicts of Interests and Duty, as well as a Conflicts of Interest Register.

Member Companies of the Fund
One company was admitted fo membership during 2016.

Increases to Pensions and Deferred Pensions

In accordance with Clause 27(5)(a) of the Trust Deed of the Fund, pensions and deferred pensions
are increased each vear by 7% (for Pre-2009 Members) and 5% (for Post-2009 Members) or, if
lower, by the increase in the UK Retail Prices Index (RPI).

In 2016 there had been a 1.2% increase in the RPI for the year ending 31 December 2015 and
this rate was therefore applied to both sections, effective 1 April 2016. The Founding Companies
confirmed that they did not wish to request the Trustee fo approve an increase over and above the

1.2%.



Membership of the Fund

The overall changes in the membership of the Fund during the year were:

As at 31 December

As at 31 December

2016 2015
Employed Members 1,252 1,646
Salary-linked 883 781
Deferred Members 1,638 1,580
Pensioners 5,261 5,110
9,034 9117
Employed  Salary- Deferred Pensioners

Members  linked

Members at 31 December 1,646
2015

Transfers from SCPF* 28
Transfers from SCPF (new) 28
Transfers from SCPF (leavers)

Transfers to SCPF (381)
Retirements (26)

New spouses, dependants
and Pensions Sharing Orders -
Deaths/ceased (1)

leavers: deferred benefits (42)
Transfers out

Members at 31 December 1,252
2016

* Shell Confributory Pension Fund

781

(28)

(99)
381
(146)

6]
883

Members
1,580 5,110

o0

(68) 240
Q 77
- (166)

42
(24) -
1,638 5,261

There are 1,207 dependants included within pensioners at the year end (2015:1,197)

Total

2117

86
(167)
(30)
9,034



Investment Report for 2016

Investment Policy and Principles
The Trustee's objectives of the Fund are:

o o invest the assets of the Fund so as to meet expected future liabilities at the minimum long
term cost o the employer and employees whilst maintaining a diversified portfolio of
investments to reduce risk,

e fo minimise investment risk, using best practice, subject to the volatility risk necessary to
deliver the required return,

e fo produce returns consistent with those available in major investment markets, and

e to maintain sufficient liquidity to make the payments associated with the growing maturity of
the membership profile of the pension scheme.

The Trustee has approved a Statement of Investment Principles and the most recent Statement was
updated by the Trustee in 2016. The Statement sets out the principles governing the decisions
about the investment of assets of the Fund. The Board of Shell Trust (Bermuda) Limited regularly
reviews the performance.

The Trustee considers the risks and refurns of the investment policy on a longterm basis and believes
that shortterm volatility of returns should be considered in the context of the longterm investment
horizon of the Fund and the objective of minimising cost. The Board expecis that over the longer
ferm investment retuns of the Fund will meet or exceed the growth of Trust liabilities, and that a
focus on investments in equities, rather than other suitable assets, will generate greater longer term
results.

During 2016, the Trustee executed a buy-in with Solen Life Insurance limited, a Shell Insurance
Company to help reduce invesiment risk by insuring part of the Funds' pension obligations. Under a
buy-n, the policy is held by the Trustee and is a Fund asset which provides regular annuity
payments. The Fund retains the obligation to pay the members’ benefis.

The Board will periodically decide an appropriate strategic asset allocation and benchmark to
meet Trust liabilities based, amongst other things, on its investment philosophy and asset/liability
analysis. The Board delegated the invesiment of the Fund assets to Shell Asset Management
Company BV (SAMCo), a regulated investment manager in the Netherlands. The Investment
Management Agreement (IMA] with SAMCo was renewed onl December 2016. In this updated
IMA the strategic asset allocation and benchmark were changed in line with the longterm Fund
objectives.

The Trustee's investment sfrategy considers the Fund's investments in the following groupings:
e Matching assets: confaining a mixture of inflation swaps and required collateral to reduce
inflation risk versus liabilities as well as inflation linked bonds and UK Llong-lease property.
e Lliquidity assefs: consists of near-cash assets.

o Return-seeking assets: the portfolio contains a mixture of return seeking assets including
equity, Emerging Sovereign and High Yield and Emerging Markets Corporate Credit (fixed
income) and alternatives including hedge funds, property and infrastructure and aims to
generate outperformance over the return on the liabilities.



Strategic Asset Allocation

The strategic asset allocation is shown below:

%
Maiching assets 19
Liquidity assets 6
Return seeking assets consisting of: 75
Equity 45
EM Sovereign and HY & EM Corporate credit 9
Alternatives 21
Total 100

Investment performance

The Trustee assesses the performance of the Fund's investments in return seeking assefs consistent
with the overall strategy. These return-seeking assefs are assessed by reference to appropriate
benchmarks and performance targets set and agreed with the asset manager.

The Trustee receives a monthly summary report from the investment manager ([SAMCo) showing
actual performance of the Fund on an assef class level against benchmarks. On a quarterly basis a
more defailed report is received from the investment manager containing an overall analysis of
market performance and relevant impact on the Fund performance as well as a detailed overview
of the Fund performance, risk matrixes and an overview of investment management agreement
compliance.

Annualised performance of the Fund's investments over short and longer periods is summarised as
follows:

Actual Benchmark
2016 (1 year) 13.2% 12.6%
2013/2016 (3 years) 7.7% 7.5%
2012/2016 (5 years) Q.5% Q.3%
2007/2016 (10 years) 3.8% 4.7%

The global economy showed some initial signs of reflation in 2016, with inflation rates up from
their historic lows. Based on preliminary data, global GDP growth is estimated at about 3.1% for
the year, broadly unchanged from 2015, but global industrial production growth, business
sentiment and frade volumes improved later on in the year. The up-ick in the advanced economies
was broadbased, with the indices for the US, Eurozone and Japan dll moving up, while UK
continued fo show resilience in the face of the referendum result. The emerging economies as a
group recorded a pick-up in growth during the year thanks to firmer commodity prices and stronger
sentiment.



SOCPF's matching assets and liquidity was established in 2016 performed well. The matching
portfolio comprised of inflation swaps, inflation linked bonds, and longlease property contributed
positively. The liquidity portfolio, consisting of longerterm cash positions, generated a neutral return
in line with low inferest rafes.

Within Return-seeking allocation equity portfolio contributed positively despite declining or flat
earnings frends in most regions. Foreign holdings (as well as global companies listed in the UK]
were supported by GBP weakness. Emerging markets and North America were the regions with the
strongest performance, while the Pacific Rim and Europe both posted double-digit returns. The
favourable environment was aided by the supportive stance of the major central banks, improving
economic indicators and the risk-on sentiment after the US presidential election.

SOCPF's emerging markets sovereign, high vyield & emerging market corporate credit portfolio,
which included the Pools investments until their redemption in November, also reported a positive
return for the year. The Pools posted positive returns until the redemptions, with credit outperforming
government bonds. Government bond rates rebounded after the US presidential election and the
interestrate hike by the Fed, but remained relatively low by past standards, even in the US,
supported by the generally supportive policy of the major central banks. The allocations to high
yield and emerging market debt also had solid returns. Generally calming rheforic from the major
cenfral banks combined with improved economic activity in emerging markets and favourable
market sentiment fowards yearend, supported the performance of the portfolio. Credit spreads in
the main tightened as a result of the search for yield, generating solid refurns.

Within the private equity portfolio European and US buyout funds generated robust double-digit
returns. US venture funds also posTed sfrong returns, while European venture funds were in negative
territory. Q3 was the first quarter for a long time in which private equity-backed investments
outpaced exits, indicating a possible turning point in an investment environment that has been
dominated by exits since 2013. From an overall sirategic perspective, investments in private equity
continued to benefit SOCPF, with the private equity portfolio having made solid absolute returns in
recent years.

SOCPF's hedge fund portfolio performance was mixed. The performance of the major strategies
was mixed: event-driven, global macro and multistrategies had positive returns, while relative value
strategies were marginally down. Overall the asset class has delivered on the strategic objective of
downside protection and low sensitivity to equity markes.

The property portfolio recorded strong performance in indirect property, supported in part by the
decline in the GBP, while UK markets were relatively weak. The gains for the year were lower than
the double-digit returns recorded in previous years. This is a reflection of the already high absolute
values of property but also the increase in political uncertainty (the impact of Brexit vote, etc).

The infrastructure portfolio, which is in the build-up phase, showed solid performance for the year.
Competition for core infrastructure remains strong, as investors search for assets that have attractive
yields and/or are inflationdinked. Increased demand for these assets continued to have a
significant influence on their pricing, with yields currently as low as 5%.



The Fund's Largest Investments

The Fund's ten largest investments are detailed separately below:

Market Value of Holdings
at 31 December 2016
% of total
£'000 Fund
Mesdag Fund of Funds ltd 229,144 54
UK Treasury Index Linked 1.25% 11/22/2027 118,919 2.8
UK Treasury Index linked 1.875% 11/22/2022 115,694 2.7
Solen Life Insurance Limited 115,021 2T
UK Treasury Index linked 2.5% 07 /17 /2024 113,651 27
UK Treasury 1% 09/07/2017 102,283 2.4
UK Treasury 1.25% 07/22/2018 100,817 2.4
UK Treasury Index linked 0.125% 03/22/2024 91,283 2.1
UK Treasury Index linked 0.125% 03/22/2029 Q0,747 2.1
UK Treasury Index linked 4.125% 07/22/2030 79,231 1.9
1,156,790 27.2
Other holdings (including cash) 3,096,004 72.8
Total Fund Investments 4,252,794 100.0

Employerrelated investments

Details of employerrelated investments are given in Note 21 of the Financial Statements.

Custodial Arrangements

The Trustee has appointed JPMorgan Chase Bank, N.A. to act as sole global custodian for the
Fund's investments. All investments are held in the name of the Trustee on behalf of the Shell
Overseas Contributory Pension Fund.

Direct property title deeds are held by the Fund’s manager's legal advisors.

Actuarial Valuation

The most recent actuarial valuation of the Fund was carried out by the Fund’s Actuary, Aon Hewitt
limited, as at 31 December 2014. The atiached Actuarial Statement contains a summary of the
methods and assumptions used for this latest valuation. The Actuary’s full report on the valuation

was published on 10 September 2015.

The results of the valuation using the stated assumptions are that the Fund has a past service surplus
of £84 million, which compares with a past service deficit of £507 million at the previous
valuation. This represents an increase in the funding level from 84% to 102%.

As the key output from the valuation discussions, it was agreed that the Member Companies will:

e continue to pay 30% of Members' Pensionable Salaries; plus;
¢ confribute in respect of Member Company exits.

These contributions will be reviewed annually with the most recent review having an effective date
of 31 December 2016. The next review of contributions will be carried out as at 31 December

2017.

In addition, supplementary contributions to meet the cost of augmented benefits will be paid when
members leave service under the Companies' severance terms, such contributions to be paid
normally within three months of the date the member leaves service (or the date augmented benefits
are granted, if later) and in any event no later than six months after that date.

12



In accordance with Clause 5 of the Fund's Trust Deed, the Actuary certified that in the normal
course of events these contributions would make and keep the Fund actuarially solvent.

He also stated that the Fund's assets at the valuation date covered ©4% of the estimated cost of
buying out the accrued benefits with an insurance company.

Further Information

Requests for additional information about the Fund generally, or queries relating to members’ own
benefits, should be made to the appropriate department, whose details appear under Member
Communications on page 3 of this report.

Approval
The Trustee's Report was approved by the Trustee on 15 June 2017 and signed on its behalf by:

Dbty Q@

| Robertson P S Gamero
President Vice President

For:  SHELL TRUST (BERMUDA) UMITED



Actuarial Statement

Name of Fund: Shell Overseas Contributory Pension Fund
Effective date of valuation: 31 December 2014

1. Security of accrued rights

In our opinion, the Fund's assefs existing on 31 December 2014 covered 64% of the estimated
cost of buying out its liabilities as at that date, including liabiliies arising in respect of the service
of pensioners and deferred pensioners prior fo the effective date and on the basis that the
service of active members had terminated on that date.

2. Security of prospective rights

In our opinion, the resources of the Fund are likely in the normal course of events to meet in full the
liabilities of the Fund as they fall due. This statement assumes the Fund continues and does not mean
that should the Fund wind up there would be sufficient assets to provide the full accrued benefits.

In giving this opinion, we have assumed that the following amounts will be paid to the Fund:

By the members:

= Confributions at the rate of 2% of Pensionable Salary up to £30,000 p.a. and 6% of Pensionable
Salary in excess of £30,000 p.a.

By the Member Companies:

= Contributions at the rate of 30% of members’ Pensionable Sclaries, plus
= Confributions in respect of Member Company exits
Al subject to review at future actuarial valuations.

The statement relates to the funding position at the valuation date, and assumes that experience
affer that date matches our assumptions. As time moves on, the Fund’s finances will fluctuate. It
will therefore be necessary to carmy out further valuations to monitor the position. If you are
reading this statfement some time affer the effective date of the valuation, you should bear in
mind that the Fund’s funding position could have changed significantly, which could offect the
contributions payable after the next valuation. It should also be noted that the actuarial
investigation does not include an examination of the Companies’ ability to meet future
confribution requirements.

3. Methods and assumptions used

Details of the methods and assumptions used are set out in our actuarial valuation report

addressed to the Trustee dated 10 September 2015.
Signed
Greg Tucker FIA Chintan Gandhi FIA
10 September 2015 10 September 2015



Assumptions

The main assumptions used in the actuary's calculations of the contribution rate were as follows:

RPI Inflation

The difference between the UK Government Fixed
Inferest and UK Government Index-Linked yield
curves

Pension and deferred pension
increases

Based on inflation with allowance for maximum
and minimum increases

General pay increases

RPI inflation yield curve plus 0.5% p.a.

Discount rate

UK Government Fixed Interest yield curve plus
1.75% p.a.

Expected asset return for
calculating minimum contributions

UK Government Fixed Inferest yield curve plus
2.75% p.a.

Expenses

0.5% of Pensionable Salaries, plus 1.0% of the
scheme liabilities

Postretirement mortality

86% of SAPS S2 {light) tables, incorporating future
improvements in line with the CMI 2014 Core
Projections from 2007 with a long-term rate of
mortality improvement of 1.75%




Independent Auditor's report fo the Trustee of the Shell Overseas Contributory
Pension Fund

We have audited the financial statements of the Shell Overseas Contributory Pension Fund for the
year ended 31 December 2016 which comprise the fund account, the statement of net assefs and
the related notes 1 to 28. The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice], including FRS 102 ‘The Financial Reporting Standard
applicable in the UK and Republic of Ireland".

This report is made solely to the Trustee, as a body, in accordance with the Trust Deed and Rules.
Our audit work has been undertaken so that we might state o the Trustee those matters we are
required to sfate to them in an auditor’s report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Trustee as
body, for our audit work, for this report, or the opinions we have formed.

Respective responsibilities of Trustee and auditor

As explained more fully in the Statement of Trustee's Responsibilities set out on page 3, the Fund’s
Trustee is responsible for the preparation of financial statements which show a true and fair view.
Our responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and Infernational Standards on Auditing (UK and Ireland). Those standards require
us fo comply with the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient fo give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or eror. This includes an assessment of: whether the
accounting policies are appropriate fo the Fund's circumstances and have been consistently
applied and adequately disclosed; the reasonableness of significant accounting estimates made by
the Trustee; and the overall presentation of the financial statements. In addition, we read all the
financial and nondinancial information in the Annual Report of the Trustee and Financial Statements
to identify material inconsistencies with the audited financial statements and to identify any
information that is apparently materially incorrect based on, or materially inconsistent with, the
knowledge acquired by us in the course of performing the audit. If we become aware of any
apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on the Financial Statements
In our opinion the financial statements:

* show a true and fair view of the financial transactions of the Fund during the year ended 31
December 2016, and of the amount and disposition at that date of its assets and liabilifies,
other than the liabilities to pay pensions and benefits after the end of the year;

e have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

e have been prepared in accordance with the Trust Deed.

&M/fcﬁ\/\@w\v\,f

Emst & Young LLP
Statutory Auditor
Reading

21 June 2017



1. The maintenance and integrity of the “Shell Pensions in the UK” website is the responsibility
of the Trustee; the work carried out by the auditor does not involve consideration of these matters
and, accordingly, the auditor accept no responsibility for any changes that may have occurred to
the financial statements since they were initially presented on the website.

2 legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.



Shell Overseas Contributory Pension Fund

Consolidated Fund Account
For the year ended 31 December 2016

Note
Contributions and benefits
Employer contributions
Member contributions
Total contributions 4
Benefits paid or payable B
Payments to and on account of leavers 6
Administrative expenses 7
Net withdrawals from dealings with Members
Net refurns on investments
Investment income 8
Change in market value of investments 9
Investment management expenses 10

Net returns on investments

Net increase in the Fund during the year

Net assets of the Fund
At 1 January
At 31 December

The notes on pages 20 to 36 form part of the financial statements.

2016 2015

£ 000 £ 000
48,157 57,364
7,490 ?,339
55,647 66,703
125,638 109,206
15,498 12,102
1,952 2,183
143,088 124,191
(87,441) (57,488)
76,791 7TAFT3
394,837 38,0626
(6,555) [3477)
465,073 107,922
377,632 50,434
3,881,030 3,830,596
4,258,662 3,881,030




Shell Overseas Contributory Pension Fund

Statement of Consolidated Net Assets
available for benefits as at 31 December 2016

Note
Investment assets
Equities
Equities externally managed
Bonds
Bonds externally managed
Property 12
Pooled investment vehicles 18
Derivatives 14
Insurance policy 15
Cash 16
Other investment balances 16
Investment liabilities
Derivatives 14
Other investment balances 16
Total net investments Q
Current assets 23
Current liabilities 24

Net current assets

Net assets available for benefits at 31 December

2016 2015

£ 000 £ 000
1,648,938 1,569,572
336,407 244,021
1,231 2223 620,073
63,802 88,305
307,414 248,588
522,085 1, 118703
39,887 2,806
115,021 .
12,046 49,858
32,126 13,409
4,308,949 3, F02, 099
(21,774) (74,364
(34,381) (3,256
[56,158) (/7,620)
4,252,794 3,874.7135
11,719 12,533
(5,851) (6,218)
5,868 6,315
4,258,662 3,881,030

These consolidated financial statements summarise the transactions of the Fund and deal with the net
assets at the disposal of the Trustee. They do not take account of obligations to pay pensions and
benefits which fall due after the end of the Fund year. The actuarial position of the Fund, which takes
info account such obligations, is dealt with in the Actuarial Statement, included in the annual report
on pages 14 to 15 and these financial statements should be read in conjunction with this report.

These financial statements were approved by the Trustee on 15 June 2017,

Signed on behalf of the Trustee by: (QP g
refe R

| Roberston
< N\
P S"Gamero

The notes on pages 20 to 36 form part of the financial statements.
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Shell Overseas Contributory Pension Fund

Notes to the consolidated financial statements
Year ended 31 December 2016

L

General information

The Shell Overseas Contributory Pension Fund (‘the Fund') is an occupational pension scheme
established under trust. The Fund was established in 1953 to provide retirement benefits for
UK base country employees who were working outside the UK and were not permitted by
HMRC rules (in force at the time) to remain as active members of the UK pension scheme the
Shell Contributory Pension Fund. The address of the Trustee Company's principal office is 3
floor, Continental Building, 25 Church Street, Hamilion, HM12, Bermuda.

The Fund is a defined benefit pension fund which is no longer open to new hires but existing
members continue to accrue benefis.

The Fund is a Bermudian registered pension fund under the voluntary registration provisions of
the Pension Trust Funds Act 1966.

Statement of compliance

The consolidated financial statements of the Shell Overseas Contributory Pension Fund have
been prepared in accordance with the Financial Reporting Standard (FRS) 102 — The
Financial Reporting Standard applicable in the UK and Republic of Ireland issued by the
Financial Reporting Council ['FRS 102) and the guidance set out in the Statement of
Recommended Practice Financial Reports of Pension Schemes' (Revised November 2014

('the SORP').
Summary of significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial
statements are set out below. These policies have been consistently applied fo all the years
presented, unless otherwise stated.

Basis of consolidation

The Subsidiary undertaking is included at fair value within investment assets and a summary of
the undertakings’ nef assefs is provided as a note to the financial statements.

The consolidated financial statements include the financial siatements of Shell Trust (UK
Property) Limited, a company whose shares are held in trust for the benefit of the Fund. The
assets, liabilities and change in market value of the Fund's investments of Shell Trust (UK
Property) Limited have been included on a line-bydine basis; the net amount of all other
revenue and expenditure items is included within investment income.

(a) Valuation and classification of investments

Equities are exchange listed and valued on the basis of the last available closing price of the

exchange. Bonds are valued at bid price. The value of fixed income pooled invesiment

vehicles is based on the single price of the fund. The funds are valued on the basis of closing

bid prices which reflect the volume-weighted average of the underlying investments. The value

of hedge fund pooled investment vehicles is provided by the individual hedge fund

administrators and is based on fair value. Private equity and infrastructure pooled investment
20



vehicles are valued by the fund managers at fair value in accordance with generally
accepted accounting guidelines. Freehold and leasehold property is stated at market value at
the year end and has been valued in accordance with the Royal Institute of Chartered
Surveyors' Appraisal and Valuation Standards. No depreciation is provided on freehold
buildings or long leasehold properties. Other unquoted securities, other than derivatives, are
valued using generally accepted guidelines using broker quotes.

Accrued interest is excluded from the market value of fixed interest securities but is included in
investment income receivable.

Investment management fees are accounted for on an accruals basis. Acquisiion costs are
included in the purchase cost of investments.

Transaction costs are included in the cost of purchases and sale proceeds. Transaction costs
include costs charged directly to the Fund such as commissions, stamp duty and other fees.

Where stock lending has been carried out the securities ‘loaned’ have been included in the
net assets statement to reflect the Fund's continuing economic interest of a proprietorial nature
in those securities. The total amount of stock lent at the year end has been disclosed in a note
to the financial statements together with a description of the related collateral.

The Fund receives and pledges collateral in the form of cash or non-cash assets in respect of
stock lending transactions and derivative confracts in order to minimise the counterparty
exposure of these transactions.

Collateral received in the form of cash, where the Fund has confractual rights to receive the
cash flows generated, is recognised as an asset in the statement of net assets with a
corresponding liability for its repayment. Non-cash collateral received is not recognised in
the statement of net assets, unless the counterparty defaults on its obligations under the
relevant agreement.

Cash and non-cash collateral pledged where the Fund retains the contractual rights to receive
the cash flows generated is not derecognised from the statement of net assets, unless the
Company defaults on its obligations under the relevant agreement, and therefore continues to
be recognised in the statement of financial position within the appropriate asset classification.

The annuity policy is valued by the Fund Actuary at the amount of the related obligation,
determined using the most recent Fund funding valuation assumptions updated for market
conditions at the reporting date.

(b) Investment income and expenditure
Income from equities and any pooled investment vehicles which distribute income is
accounted for on the date stocks are quoted ex-dividend/interest.

Income from fixed inferest, cash and short term deposits is accounted for on an accruals
basis.

Fees paid and received on derivative contracts are recorded at contract sefflement date.
Property income is accounted for on an accruals basis.

Income arising from annuity policy is accounted for on an accruals basis.

(c) Change in market value

The change in market value of investments during the year comprises all increases and
decreases in the market value of investments held at any time during the year, including profits
and losses realised on sales of investments and unrealised changes in market value. In the
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case of pooled investment vehicles which are accumulation funds, change in market value
also includes income, net of withholding 1ax, which is reinvested in the Fund. For derivafives
the amounts represent movements in the unredlised gains and losses on open confracts, and
realised gains and losses on closed contracts.

(d) Derivatives

Derivatives are valued at fair value. This fair value can be seen as the gain or loss that
would arise if the outstanding confract was matched at the year end with an equal and
opposite contract.

Equity swaps” fair value is derived using the closing prices of the index that they represent.
Credit default swaps' fair value is derived by a third party data vendor who values the credit
default swaps with a pricing model which assumes trading with a riskdfree counter party.
Model assumptions are based on market prices which are received daily from the maijor
dealers in the market. Interest rate and inflation swaps’ fair value is based on a discounted
cash flow caleulation for which the most important input is the spot interest rate curve and the
inflation break even curve, respectively. Interest is accrued daily on a basis consistent with the
terms of the contract.

The amounts included in change in market value of investments represent movements in the
unrealised gains and losses on open contracts, and redlised gains and losses on closed
contracts.

Futures have a fair value of zero, because their profit or loss is settled on a daily basis in the
futures margin accounts that are part of the cash balance. The amounts seffled are based on
the closing price of the assefs represented by the futures on the relevant stock market. The
amounts included in the change in market value are the realised gains and losses on open
and closed futures contracts.

The fair value of currency derivatives (forwards and swaps) is based on the difference
between the agreed forward rate and the calculated forward rate on the valuation date. The
calculated forward rate is based on the exchange rate on the valuation day and the interest
until the sefflement of the contract.

[e) Foreign currency
The Fund's functional currency and presentational currency is pounds sterling (GBP).

Assets and liabilifies in foreign currencies are expressed in sterling at the rates of exchange
ruling at the year end.

Foreign currency transactions are translated into sterling at the spot exchange rate at the date
of the transaction.

Gains and losses arising on conversion or franslation are dealt with as part of the change in
market value of investments.

{f} Contributions

Normal contributions, both from the Members and from the employers, are accounted for as
they fall due under the Fund rules and the recommendations of the actuary.

Employers' exit fees are accounted for on an accruals basis.
(g) Benefits and payments to and on account of leavers

Where Members can choose whether fo take their benefits as a full pension or as a lump
sum with reduced pension, refirement benefits are accounted for on an accruals basis on the
later of the date of refirement and the date the option is exercised.
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Other benefits are accounted for on an accruals basis on the date of retirement, death or
leaving the Fund as appropriate.

(h) Transfers to and from other schemes

Transfer values represent the capital sums either receivable in respect of Members from other
pension schemes of previous employers or payable fo the pension schemes of new employers
for Members who have left the Fund. They are accounted for on an accruals basis from the
date when the receiving trustee has agreed to accept the liability, which is normally when
cash is paid or received.

Group transfers, where the Trustee has agreed to accept the liability prior to the receipt, are
accounted for in accordance with the agreement.

Movement of linked Fund Members between the Shell Overseas Contributory Pension Fund
and the Shell Contributory Pension Fund are executed without payment being made between
the Funds. Under the Inter-fund Linking rules of each Fund, the Members' pension entitlement
is accrued in each Fund based on their length of pensionable service undertaken whilst in
each Fund and the total pension receivable is based on their final pensionable salary.

(i) Other expenses

Administrative expenses and investment management expenses are accounted for on an
accruals basis. Investment management and pensions administration services provided by
Shell Asset Management Company B.V. and Shell International Limited, Trustee Services Unit
respectively are charged fo the Fund Account in the period to which they relate.

Contributions

Contribution requirements during the year were as follows:

(i) By Members - 2% of pensionable salary up to £30,000, 6% in excess of £30,000
[ii) By Member Companies - 30% of pensionable salaries

(iii) Exit fees - Company contributions for Member Companies leaving the Fund

2016 2015
£ 000 £ 000
Employer contributions
Normal 47,605 54,735
Exit fees 552 2,629
48,157 57,364
Member contributions
Normal 7,490 9,339
55,647 66,703
Benefits paid or payable
2016 2015
£ 000 £ 000
Pensions 8,210 Q5,446
Commutation of pensions and lump sum retirement 26,123 14,316
benefits
Lump sum death benefits 605 144
125,638 109,206

Pensions in payment included pensions funded by annuity contracts
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6. Payments to and on account of leavers

2016 2015
£ 000 £ 000
Refunds of contributions in respect of non-vested - 33

leavers
Individual tfransfers out to other schemes 15,498 12,067
15,498 12,102

7. Administrative expenses

2016 2015
£ 000 £ 000
Administration and processing costs 1,450 1,519
Actuarial fees 173 247
Investment advice to Trustee 115 274
Trustee fees 57 47
Audit fees 59 71
legal fees 98 25
1,952 2,183

Administration and processing costs include £959,000 (2015: £987,000) for services
provided by Shell International Limited and £420,000 (2015: £469,000) for services
provided by Shell Oman Trading limited. Three members of the Trustee Board are
remunerated by the Fund and fees tofaling £57,000 have been paid during 2016

(2015: £47,000).
8. Investment income

2016 2015
£ 000 £000
Dividends from equities 47,013 45,333
Income from bonds 24,634 22 7722
Net property income arising from subsidiary 10,771 6,731
Income from pooled investment vehicles 4,829 2,275
Net payments from swaps (12,449) (4,2006)
Annuities income 444 -
Stock lending commission 1,574 1,955
Inferest on cash deposits 112 120
Canadian Non Resident Tax (137) (161)
76,791 FA.773
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Q.  Reconciliation of net investments

Equities

Equities externally managed

Bonds

Bonds externally managed

Property

Pooled investment vehicles
Insurance policy

Derivatives

Cash

Other investment balances

Value at Purchases Sales  Change in Value at
1.1.2016  atcostand  proceeds and market  31.12.2016
derivative derivative value
payments receipts
£ 000 £ 000 £ 000 £ 000 £ 000
1,569,572 718,060 (1,001,581) 362,887 1,648,938
244,021 151,875 (145,316) 85 827 336,407
620,073 1,299,143 (714,6506) 26,663 1,231,223
88,305 58,417 (108,38¢) 25,466 63,802
248,588 64,107 (2,391) (2,890) 307,414
1,115,703 111,195 (976,455) 271,642 522,085
152,785 (37,764) 115,021
(71,558) 438,623 (63) (348,889) 18,113
3,814,704 2,994,205 (2,948,848) 382,942 4,243,003
49,858 (49,707) 11,895 12,046
10,153 (12,408) ~ (2,255)
3,874,715 2,994,205 (3,010,963) 394,837 4,252,794

10.

The change in market value of investments during the year comprises all increases and
decreases in the market value of investiments held at any time during the vyear, including
profits and losses realised on sales of investments during the year. Cash flows for derivative
confracts represent amounts settled during the year.

Investment management expenses

Administration, management and custody

External managers
Global custodian fees
Other investment related costs

2016 2015
£ 000 £ 000
3,779 2,905
2,276 2,081
497 491

9 :
6,555 5477

Shell Asset Management Company B.V. is the appointed Investment Manager of the Fund
and charged the Fund £3,779,000 (2015: £2,905,000).

Investment transaction costs

Transaction costs are included in the cost of purchases and deducted from sales proceeds in
the reconciliation in Note 9. Direct transaction costs incurred are analysed as follows:

2016 2015

£ 000 £000 £000 £ 000 £ 000 £ 000

Equities  Futures Total Equities  Futures Total

Fees 742 1 743 Q09 | @10
Taxes 369 369 360 = 360
Other 315 J13 339 339
1,426 ] 1,427 1,608 | 1,609

25



12,

13.

14.

In addition to the direct transaction costs disclosed above, indirect cosfs are incurred through
the bid-offer spread on pooled investment vehicles and charges made within those vehicles. It
has not been possible for the Trustee to quantify such indirect fransaction costs.

Property

2016 2015
£ 000 £ 000

UK direct property
UK freehold property 189,010 145,429
UK long leasehold property (over 50 years unexpired) 14,579 15,075
203,589 160,504
UK indirect property 103,825 88,084

307,414 248,588

Property is valued at 31 December by independent valuers, Cushman & Wakefield LLP {UK)
and Savills (UK) Limited, Chartered Surveyors. The valuation is prepared on the basis of open
okt vl o chismied I commams with the Royal Institute of Chartered Surveyors’
Appraisal and Valuation Standards.

Pooled investment vehicles

The Fund's investments in pooled invesiment vehicles at the yearend comprised:

2016 2015
£ 000 £ 000
Bonds - 738 370
Hedge funds 229,144 186,175
Private equity 242,478 159,025
Infrastructure 50,463 32,183

922,085 1,115,/43

Realised and unrealised gains on investments held by subsidiaries are included within the
consolidated change in market value of invesiments for the Fund. All other income and
expenditure items from subsidiary activities are consolidated and included within investiment
income in Note 8.

Derivatives
Obijectives and policies for holding derivatives

Derivatives are used for portfolio risk and asset management purposes. The types of
derivatives that the asset manager can use are agreed and governed by the investment
management agreement. The purpose the various instruments are used for is summarized
below.

Interest futures are mainly used to modify the duration of the fixed income securities portfolio
fo align it with the benchmark. Futures can be a more efficient way to modify the duration
than transacting fixed income securities.  Equity futures are used to efficiently increase or
decrease exposure fo certain markets.

Interest rate swaps and inflation swaps are used if these are considered to be an efficient
way to:

26



e modify the porffolio interest exposure in different currencies;

e reduce the porfolio risk to the impact of inferest rate fluctuations including liability
hedging; or

e reduce the portfolio inflation rate risk exposure, including real liability hedging.

Credit default swaps are used to hedge in an efficient way the credit risk of individual bonds
in the portfolio as well as to replicate the credit exposure of bonds.

Equity swaps are used if these are considered an efficient means to create exposure fo
certain markets.

Foreign exchange derivatives are only used for hedging against foreign exchange rate
movements on investments denominated in other currencies than sterling.

Currency hedging targets are agreed with the asset manager and these can vary befween
asset class and currency.

Assets Liabilities Assets Liabilities
2016 2016 2015 2015
£ 000 £ 000 £ 000 £ 000
Futures — Exchange Traded
Bond futures
Interest rate futures
Swaps — Over The Counter
Equity swaps 13 (229) Q1 (147)
Credit default swaps 282 - 120 (130)
Interest rate swaps 56 (34) 119 (51)
Currency interest rate swaps - (3,082) 28 (1,432
Inflation swaps 1,007 (1,973) . (34,994)
1,358 (5,318) 358 (36,748)
Foreign Exchange — Over The
Counter
FX derivatives 38,529 (16,456) 2,448 (37,616)
39,887 (21,774) 2,806 (74,364)
Net derivatives 18,113 (71,558)

The net derivatives position in the table above represents unrealised gains or losses and is
netted per counterparty — given all counterparties with Over The Counter (OTC| derivatives
have an International Swaps and Derivatives Association (ISDA] and Credit Support Annex
(CSA) confract. Except for the equity swaps contracts all derivative positions are
collateralised. At 31 December 2016 the collateral pledged amounted £86.3 million
(2015:£68.4 million).

Type of contract Expiration Notional 2016 2016
value Assets Liabilities
£ 000 £ 000 £ 000
Futures-Exchange Traded
Bond futures long March 2017 10,440
Bond futures short March 2017 6,509
Interest rate futures long ~ March 2017 9,390
Inferest rate futures short  March 2017 15,097

The notional value is the nominal value of securities purchased or sold that is used to
calculate payments made. The market value of the futures is nil as contracts are setiled on a
daily basis.
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Type of contract Notional 2016 2016

principal Assefs Liabilities
£ 000 £ 000 £ 000
Swaps OTC
Equity swaps
< 5 years 6,026 13 {229)
Credit default swaps
< 5 years 19,747 282
Inferest rate swaps
< 5 years 8,711 56 [16)
< 10 vears 1,357 - (18)
Total Interest rate swaps 56 {34)
Currency inferest rate swaps
< 5 years 9,044 - (2,834)
< 10 years 1,663 - (248)
(3,082}
Inflation swaps
< 20 years 250,000 1,007 (1,973)
Total swaps 1,358 [5,318)

The notional principal of the swap is the amount used to determine the value of the swapped
interest receipts and payments.

Currency Currency Notional 2016 2016

Bought Sold principal Assets Liabilities

£ 000 £ 000 £ 000
GBP EUR 422,532 18,744 (389)
GBP JPY 108,937 11,649 (76)
GBP usb 943,957 5,156 (8,312)
GBP SEK 25,389 942 (24)
GBP CHF 50,722 . (945)
CBP Various 79,295 1,487 (532)
usb GBP 20,208 526 -
EUR GBP 107,554 - (5,694)
PIN GBP 7367 25 (299)
JPY GBP 3,469 . (?)
Various GBP 5,836 - (176)
38,529 {16,456)

The above table aggregates the exposures to currencies acquired or sold through over the
counter (OTC] forward foreign exchange and swap contracts. Contracts are typically short in
nature with maturities less than one year. The asset/liability represents the unredlised gain/loss
that would crystallise if the contract was closed out at the reporting date, based on the market
exchange rate at 31 December.
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15,

16.

17.

18.

Insurance policy

The Trustee holds an insurance policy with Solen Life Insurance Limited which provides
annuity income to match the pension payments made for a group of pensioners. The policy
is valued by the Fund Actuary at the amount of the related obligation, determined using the
most recent Fund funding valuation assumptions updated for market conditions at the

reporting date.

Cash and other net investment balances

Sterling & foreign currency deposits
Accrued interest and dividends
Amounts due from brokers

Cash collateral receivable

Amounts due to brokers
Cash collateral payable
Prepaid annuity income

2016 2015
£ 000 £ 000
12,046 49,858
12,206 10,969
1,620 2,440
18,300 -
44,172 63,267
(3,439) (3,256)
(30,500) %
(442) -
9,791 60,011

Securities lending

Securifies that had been loaned as part of securities lending programmes are included in
the Consolidated Net Assefs Statement. At year end the collateral pledged by the recipients
of the securities on loan was 105% for fixed interest securities and 106% for equities, and
is held in the form of the relevant underlying securities. Under the terms of the programmes,
the Fund may instruct that securifies be refurned within the normal setlement period

appropriate for the sale of such a security.

2016 2015
Market Value  Collateral Market Value  Collateral
of Loans of Loans
£ 000 £ 000 £ 000 £ 000
Fixed interest securities 12812 13,396 1,854 1,959
Equities 78,029 82,897 142,296 151,174
Q0,841 96,293 144,150 153, 1:3:3

Fair value of investments

The fair value of investments has been determined using the following hierarchy:

level 1 inputs are quoted prices (unadjusted) in active markets for identical
assets or liabilities that the entity can access af the measurement date;

level 2 inputs are inputs other than quoted prices included within level 1 that
are observable for the asset or liability, either directly or indirectly; and

level 3 inputs are unobservable inputs for the asset or liability.
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The Fund's investment assets and liabilities have been included at fair value within these

categories as follow;

Investment assets

Equities

Bonds

Property

Pooled investment vehicles
Derivatives

Insurance policy

Cash

Other investment balances

Investment liabilities
Derivatives

Other investment balances
Total investments

Analysis for the prior year end is as follows:

Investment assets

Equities

Bonds

Property

Pooled investment vehicles
Derivatives

Cash

Other investment balances

Investment liabilities
Derivatives

Other investment balances
Total investments

level 1 level 2 level 3 2016

Totdl

£ 000 £ 000 £ 000 £ 000
1,985,345 - - 1,985,345
247,905 1,047,120 = 295,005

8 - 307,414 307,414

- 522,085 522085

39,887 39,887

= = 115,021 115,021

12,046 - 12,046

a2 126 - 32,126
2,277,422 1,087,007 944,520 4,308,949
(21,774) - |21 .774)

(34,381) - (34,381)
2,243,041 1,065,233 944,520 4,252,794
level 1 level 2 level 3 2015

Totdl

£ 000 £ 000 £ 000 £ 000
1,813,593 - - 1,813,593
231 593 476,785 708,378

- - 248,588 248,588

738,320 - 377,383 1,115703

- 2,806 2,806

49 858 - 49 858
13,400 - 13,409
2,846,773 479,591 625971 3952 335
- (74,364) (74,364)

(3,256) - (3,256)
2843517 4053237 025971 3874715
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Investment risks

Types of risk relating to investments

As the Trustee recognises that the Fund is exposed to investment, funding and operational
risks, its approach is to integrate management of those risks throughout the Fund. The
investment manager and the investment advisor give quantitative and  qualitative
consideration fo operational, funding and investment risk when advising on investment policy,
sfrategic asset allocation, investment strategy and manager selection.

In accordance with FRS 102 the Fund is exposed to the following investment risks:

1. Credit Risk: the risk that one party to a financial instrument will cause a financial loss for
the other party by failing fo discharge an obligation.

2. Market risk: the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market risk comprises:

i) Interest rate risk: the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market interest rates.

i) Currency risk: the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.

i) Other price risk: the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market prices (other than those arising from inferest
rate risk or currency risk), whether those changes are caused by factors specific to the
financial instrument or ifs issuer, or factors affecting all similar financial instruments
traded in the market.

The overall investment risk taken by the Trustee is diversified across a range of different
investment opportunities, which in aggregate are expected to provide excess return relative to
Fund liabilities by between 2% and 2.5% per annum over the long term.

The Trustee aims to diversify the asset allocation exposures geographically, by asset class
and across active management strategies. In terms of the management of currency risk, the
Trustee's policy within its strategic asset allocation ("SAA”) is to hedge back to Sterling an
appropriate proportion of currency exposure.

The following table summarizes the extent to which the various classes of investments are
affected by financial risks. In the case of pooled investment vehicles the risk can be direct or
indirect.

Other
Credit Currency Interest  price 2016
risk risk  raterisk  risk £ 000

Equities O [ ) o) ) 1,985,345 1,81

Bonds
Property
Pooled investment vehicles

Derivatives
Insurance policy

522,085 1,11

18,113
115,021
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Cash deposits and other

investment balances @®
Total investment assets

)
O
O

31

2015
£ 000

3,593

1,295,025 708,378
307,414 248,588

3,703

1,558

9,791 60,011
4252794 3874713

In the table above, the risk noted affects the asset class [@] significantly, [©] partially or [O]
hardly/not at all.



Further information on the Trustee's approach to risk management, credit and market risk is sef out
below.

Investment strategy

The Trustee's objectives for the Fund are:

o Toinvest the assets of the Fund so as to meet the expected future liabilities of the Fund af the
minimum longterm cost to employer and employees whilst maintaining o diversified
portfolio of investments to reduce risk,

e To minimize investment risk, using best practice, subject fo the volatility risk necessary to
deliver the required return,

e To produce refums consistent with those available in major investment markets, and

e To maintain sufficient liquidity to make the payments associated with the growing maturity of
the membership profile of the pension scheme.

The Trustee sefs an investment strategy considered appropriate for the Fund taking account of how
much risk the Trustee, in consultation with the Sponsor, wishes to take and consistent with the
objective of meeting the expected future liabilities. In order to define its investment approach, the
Trustee, in conjunction with its advisors undertakes an Asset Liability Modelling (“ALM”) study which
fests potential funding outcomes under different scenarios to help in agreeing a SAA. The AUM
expresses the Trustee's investment approach and defines the required returns and acceptable risk
tolerance for the Fund's assets. While the terms of the SAA are decided by the Trustee on the
recommendation of the Investment Committee, its implementation and more granular decisions in
respect of asset allocation are delegated fo the Investment Manager and are documented in the

IMA.. The IMA was renewed on1 of December 2016. The current SAA is:

o 19% dllocation to matching assets: containing a mixture of inflation swaps and required
collateral o reduce inflation risk versus liabilities as well as inflation linked bonds and UK
longrlease property.

o 6% allocation to liquidity assets: consists of nearcash assets.

o 75% dllocation Return-seeking assefs: the porifolio contains a mixture of refumn seeking
assets including equity, Emerging Sovereign and High Yield and Emerging Markets
Corporate Credit (fixed income] and alternatives including hedge funds, property and
infrastructure and aims to generate outperformance over the return on the liabilities.

The sfrength of the Sponsor covenant along with a number of other factors may affect the Trustee's
appetite for risk, including the Fund’s funding position, its cashflow profile and its liability profile.
The Trustee monitors these factors regularly and may dlter its investment objectives, risk tolerance
and/or return target as appropriate in the event of any significant changes.

Credit risk

The Fund is subject to credit risk because the Fund directly invests in bonds, overthe-counter
("OTC") derivatives, has cash balances and undertakes security lending activities. The Fund is also
exposed fo credit risk arising on some of the financial instruments held by the pooled investment
vehicles.
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A summary of exposures to credit risk is given in the following table, the notes below which explain
how this risk is managed and mitigated for the different classes:

2016 2015
£ 000 £ 000

Investment assets exposed to credit risk

Bonds 1,295,025 708,378
Pooled investment vehicles 522,085 1,115,703
Derivatives 18,113 (71,558)
Insurance policy 115,021 -
Cash deposits and other investment balances 9,791 60,011
Total 1,960,035 1,812,534

Investment guidelines have been established to manage the credit risk related to fixed interest
securities. These investment guidelines consist of limits regarding exposure and credit rating. The
limits are monitored periodically to ensure compliance with the guidelines. Instruments with a rating
below B- by Standard & Poor’s or rated below B3 by Moody's are not permitted.

Credit risk arising on derivatives depends on whether the derivative is exchange traded or overthe-
counter (OTC). OTC derivatives are not guaranteed by any regulated exchange and therefore the
Fund is subject to risk of failure of the counterparty. The credit risk for OTC derivatives is reduced by
securities collateral arrangements. All OTC derivative counterparties are required to be at least of
invesiment grade, see note 17.

The Trustee considers financial instruments or counterparties fo be of invesiment grade if they are
rated at BBB- or higher by Standard & Poor’s, or rated at Baa3 or higher by Moody's.

Cash is held within financial institutions which are at least investment grade credit rated.

The Trustee manages the credit risk arising from security lending activities by restricting the amount
of overall stock securities that may be lent, only lending to borrowers who are rated at least at
investment grade, limiting the amount that can be lent to any single borrower and putting in place
collateral arrangements.

Credit risk arising from pooled investment vehicles is mitigated by diversification of investments
amongst a number of pooled arrangements as well as by carrying out due diligence checks on the
appointment of new pooled investment managers and on an ongoing basis monitoring any
changes to the operating environment of the pooled manager.

Currency risk

The Fund is subject to currency risk as some of the Fund's investments are held in overseas markets.
The Trustee has defined a currency hedging sirategy that defines the target hedge percentage per
for each currency per asset class. The sirategy is implemented through currency forwards and
swaps. The net currency exposure was:

2016 2015
Hedge Net Hedge Net
Exposure positions ~ exposure  Exposure  positions  exposure

£ 000 £ 000 £ 000 £ 000 £ 000 £ 000

Euro 492,422 334,905 157,517 929113 797,062 132,051
US dollars 1,285,576 924,895 360,681 1,183,959 843,220 340,740
Japanese yen 174,380 104,635 69,745 166,973 100,184 66,788
Other currencies 666,698 150,445 516,253 655,509 149,602 505,907
Total 2,619,076 1,514,880 1,104,196 2035554 1,890,068 1,045,486
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20.

Z1;

Interest rate risk

The Fund is subject to interest rafe risk because some of the Fund's investments are held in
fixed interest securities, interest rate swaps and bond futures. The Trustee has set a benchmark
for total fixed income investments of 34% of the investment portfolic where the assefs are
expected to have broadly similar characteristics to the liabilities.

Other price risk

Other price risk arises principally from the allocation to equities, equity futures and swaps,
investment property, hedge funds, private equity, opportunity-driven investments, and
infrastructure in the return seeking assets portfolio. The Fund has set a target asset allocation
of 66% to such investments.

The Fund manages the exposure to overall price movements by diversifying the asset
allocation exposures geographically, by asset class, and across active management
sfrategies.

Concentration of investments

Investments (other than in United Kingdom Government securities) exceeding 5% of the value
of net assets are detailed below:

2016 2015

£ 000 % £ 000 %
Mesdag Fund of Funds Lid 229,144 54 186,175 4.8
Bilders Active Credit Pool — Certificate Class A - - 409,605 10.6
Bilders Global Pool — Certificate Class A - - 189,251 4.9

Employertelated investments

The Fund's investment guidelines restrict investments in shares of the Royal Dutch Shell ple to
3% of the total value of the Fund. The Fund held 242,764 (2015: 287,504) ‘A’ shares and
200,127 (2015: 144,472) 'B' shares of Royal Duich Shell plc ot 31 December 2016. This
represents 0.2% (2015: 0.2%) of the Fund's net assets at 31 December 2016.
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23.

24.

25.

Investment in wholly owned subsidiary

Shell Trust (UK Property] Limited was incorporated on 27 October 2003, under the laws of
Bermuda. Shell Trust (UK Property) Limited is wholly owned by Shell Trust (Bermuda) Limited,
through its holding of all the issued and outstanding common stock. Shell Trust (UK Property)
limited was incorporated for the purpose of holding and managing the Fund’s property
portfolio. The assets of the subsidiary are reflected in the property line in note 9.

Current assets

2016 2015

£ 000 £ 000

Contributions due from Member Companies 6,751 4,208
Cash balances 4,968 8,325
11,719 12,533

Current liabilities

2016 2015

£ 000 £ 000

Contributions due to Member Companies 47 .
Unpaid benefits 1,487 3,107
Accrued expenses 2,186 1,456
VAT payable 555 429
Tax payable 1,576 1,232
5,851 6,218

Related party transactions
At 31 December 2016 Related Party Transactions [other than those described in Notes 7,
10, 15 and 22) were as follows:

Three members (2015: three) of the Trustee Board are remunerated by the Fund, see Note 7
Administrative expenses.

Mr P S Gamero and Mr M D Clark are Directors of Shell Pension Reserve Company (SOCPF)
Limited, the company which holds and maintains the Confribution Reserve Account.
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26. Contingencies and commitments

In the opinion of the Trustee, the Fund had no confingent liabilities atf 31 December 2016
(2015: nil).

At the year end the Fund had (i) confractual commitments fotalling £349 million (2015
£249 million) in respect of private equity and infrastructure pooled investment vehicles that
are due to be sefiled over a period of 6 years and (i) no confractual commitments o
purchase or sell properties (2015: nil).

27. Redlisations

Due fo the long term nature of the Fund's liabilities, pension investments do not all need fo be
realisable in the short term. The Fund has the following invesiments where there is o
significant restriction on the Fund's ability to realise the assets af the values stated in the
financial statements, especially given the characteristics of the investments:

2016 2015

£ 000 £ 000

Properties 307,414 248,588
Pooled investment vehicles

- private equity 242,478 159,025

- infrastructure 50,463 32,183

- fund of hedge funds 229,144 186,175

829,499 625971

28. Subsequent events

There were no subsequent events requiring disclosure in the financial siatements.

36



