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MICHAEL PRANGE: Okay. This seems a good fime to stop. Ckay.

SAMANTHA GRIFFIN: it's 4.01pm, and this is the end of tape 5 of an interview with Sit Philip
Walts. :
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TAPE7

SAMANTHA GRIFFIN: If's 4.14pm and this is the starl of tape 7 of our interview with Sir
Philip Walts. Can | just correct myself? At the end of the last tape |
said it was the end of tape 5. it was actually end of tape 6.
Sir Phifip, can 1 just again remind you are still under caution and ask
you to confirm that we haven't asked you any questlions relating to
this matter while the tape has been switched off?

SIR PHILIP WATTS:  Thatl's correct.
SAMANTHA GRIFFIN: Thank you.

MICHAEL PRANGE: 1 think before -- just before the end of the tape we were referring to
tab 6. Does anyone have any further questions they want to ask Sir
Philip in relation to the response of Walter van de Vijver?

DAVID BLUNT: Just on the first paragraph. "1 am currenily in Oman dealing with
another legacy problem”. What at the time did you think were the’
"other legacy problems” to which Walter van de Vijver was referring
or had previously referred? )

{pause]

SIR PHILIP WATTS: | mean, as I'm trying to think here — 'm at !he point where | will now
be speculating on what he was thinking at the time. And I'd be
speculating by trying to reconstruct something now. So, | don't think
that would be very helpful.

MICHAEL PRANGE: All right. Shall we move onto the, —
ZULFIQUAR RAMZAN: Just one point here. “| must admit™ — this is the second paragraph,

"} must admit that | become sick and tired about arguing about the
hard facts” :

} mean, in light of — of that comment what other — well, what
conversations were you having with — with Walter at the time, in
refation fo the facts he's talking about and the fact that he's become
"sick and tired about arguing™?

SIRPHILIP WATTS: |- am afraid this is Walter using colourful language. He's sick and
tired, he feels caught in a box ... When | receive that sort of stuff |
think, "This is the way Waller is expressing himself again, to — to
make his point, to make his argument’. When — when | see that |
dont know what — what he's referring to, particularly, except the
totality of his business. And my reaction is, "We're going to have a
meeting shorlly about the business plan in CMD and we'll address
these issues then". :

MICHAEL PRANGE: Okay.

SIR PHILIP WATTS:  He - he's not the easies! of individuals to — to deal with. Youll see it
in the phraseology he uses and the relationship is not easy but that's
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something you have to —~ o manage_as the -- as the Chairman of
CMD as you go through the business planning process.

DAVID BLUNT: So, which refationship wasn't easy? }
SIR PHILIP WATTS: Between us.
DAVID BLUNT: Right.

SIRPHILIP WATTS: Other relationships | can't comment. But that's | mean, that’s just a
. fact of life. .

MICHAEL PRANGE: Before we aclually move onto the next tab, again we've obviously just
taken a -- a small sample of documents out. | just want to mention to
you, or ask you, obviously the overriding issue is reserves exposure,
and as we go along | think we had July the CMD meeting of 2002 and
we've already moved up to October and | think next tab even goes up
~tab 7 goes up to July 2003, and | was wondering if there were any
other elements of discussion or conversation that you can - can
recall in the intervening periods? Just - just let us know, or —~ or were
there? 1| mean, | don't want to just be stuck to these particular tabs
that we set out. Are there any other key moments where reserves
exposures were discussed between say July 2002 and July 2003,
which is the next tab. :

SIR PHILIP WATTS:  No, | | don't recollect any at the moment any particular discussions
) but a - a key event had happened beiween July 2002 and July 2003.
We'd had the annual reserves report and the external auditors had
signed off on that. It had come to CMD — CMD the — the Group
Reserves Auditor. 1 had come to CMD on its way up to the Group
Audit Cornmittee. There'd been a discussion about it at that point and
- and now we reach July.

JOSEPH GOLDSTEIN: 1 don't mean to interfere but there are other documents that, you
know, that we had talked about in the presentation that we have so |
mean, there — there may be other issues that he may just not be
recalling that if you —

SIR PHILIP WATTS:  Well, as 1 said, I'm not reflecting them — recollecting them just at the
moment, except for the moment that — that key event but there may
well be others.

MICHAEL PRANGE: Yeah, no, what I didn't want todo is — is just run over something you
might want to tell us in the intervening period that isnt in these
documents. ’

MARTYN HOPPER: It's a very long period. So, | think, you know ... We should probably
move on, .

MICHAEL PRANGE: Fine. Okay, just going back to the actual 2002 report that contained
: the reserves — proved reserves figures in it.

SIR PHILIP WATTS:  The 2002 report? Which one do you mean?
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The annual report that contained the supplementary information 2002
report. Isn't thal —

- which - which was signed off in early 20037 .

Yes.

So, I'm just being sure we're refeiring to the same thing.
Yes, we are.

We're talking about the report for 2002 -

Yeah.

-- which was signed off in February 2003 and then went to the Group -
Audit Committee?

Yes, Thal's what you were mentioning before.
That's what | was referring to, yes.

Sure. Okay, | was just — clear on thal. We'll move on to 1ab 7 which
is ‘EP Reserves Outlook’ a ‘Note for Discussion’ again and it's signed
by Walter van de Vijver and it's dated 17 July 2003. At Appendix C
there's the potential reserves exposure catalogue.

Yes.

Can you — can you comment on — on that? Was it a surprise? Was
it how you expected it to be? Were you being updated?

Well, it's — we were having a report. Walter has delivered it as a Note
for Discussion. it gives the total context and it has Appendix C which
lists the reserves exposure with - with comments about the status of
all of them. That’s a good — as.far as | was concemed, it was a good
transparent overview.

And were there any discussions relating to it that you can recall?

I dont recollect a particular discussion aboul the exposures
catalogue. But of caurse, well let me — let me leave it. | — | just don't
recollect a particular discussion about — about that catalogue. We
certainly saw it

One - one thing that springs o mind - fo me anyway, is that Gorgon's

stilt in it and to a similar quantity as it was back in February 2002, Do
you have any cormment to make in relation to that?

No, it's there.
No, | just — from earlier, | think, you recalled that when you got it in

2002 you said you didn't want fo see this coming up again in future
years. | may've not understood what you said. -

[3]

PBW0016446
CONFIDENTIAL



Case 3:04-cv-00374-JAP-JJH  Document 403-5  Filed 10/1 1/2007  Page 28 of 35

SIR PHILIP WATTS:  No, that's not whal — what - what | said_

MICHAEL PRANGE: Right.

SIR PHILIP WATTS: Whal | said was, in February 2002 wt;en we saw that in this
document, talk of an exposure, 1 didn't want {o wait the full annual

cycle before it was brought up again. That's why they brought it in
July 2002. 1 didn't say | didn't want to see it again.

MICHAEL PRANGE: Right.

SIR PHILIP WATTS:  Did | make myself clear?

MICHAEL PRANGE: Yeah,

SIR PHILIP WATTS:  Thank you.

SAMANTHA GRIFFIN: Can 1 just ask you about Appendix C here? One of the reasons we
wanted {0 bring it to your attention was it — it is a sort of formal note
setting out potential reserves exposure catalogue. Now, is this
something that's been prepared off the back of the — off the back of
what happened in, was it February 2002 when you first started
discussing reserves exposures?

| SIR PHILIP WATTS: My understanding is that the E&P business is doing its job here and
making a list of this stuff and we are shown a document that EP looks
at occasionally — .

SAMANTHA GRIFFIN: Right.

SIR PHILIP WATTS: -~ to — to monitor. Because after all they're the ones thal are
responsible for this piece of the business and so Walter brings it as
an attachment —

SAMANTHA GRIFFIN: Mm hmm.

SIR PHILIP WATTS: - to his note to CMD to describe the situation.

SAMANTHA GRIFFIN: So, this — this kind of a document in your days but it appears
something that you would've — =~

SIR PHILIP WATTS: No.

SAMANTHA GRIFFIN; ~ looked at?

SIR PHILIP WATTS:  No.

SAMANTHA GRIFFIN: I'm just trying to get a feel for sort of ... You've got a reserve
exposure catalogue. Um, is it part of just your ongoing review of

reserves or is this something that's specific to events that occurred?

SIR PHILIP WATTS:  As — as you saw in February 2002 there was this question raised
about exposure —

SAMANTHA GRIFFIN: Sure.
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- and that was what triggered thern 10 ~ to keep looking atit. This —
this wasn't something that belonged to the time that | was'in — in
E&P. -

Okay, 50 the -- but the ~ it was triggered - the word "exposure’ was
triggered back in — in — in 2002, it was continuously reviewed from
then onwards. This was one of those reviews. This report was one
of those reviews. Prior to 2002, what I'm trying to get at is your, sort
of ... You carry reserves, sori of, year-on-year on certain fields., How
does the validity of those reserves gel checked year-on-year?

Through the - the validity of the reserves is checked through the
annual process that | described where people have a fresh ook in the
Operating Units. They submit their pluses and minuses to the Group
Reserves Co-ordinator. W's checked against the Group Reserves
Auditor and then checked by external audit.

Mm hmm.

That's the —

Yeah.

- process that was taking place annually.

Okay. 8o, prior to 2002 there was nothing triggered onto a - a watch
list of —- a -- an exposure catalogue, anything like that?

Not to my knowledge.
éight. Okay.

Move onto tab 8?
Yeah.:

Moving onto tab 8 now. For the tape il's an email from Waller van de
Vijver dated 9 November 2003, 11.17 and it's sent to Philip Watts.
Somry, it is the original message is actually from John Bell sent on
6 Novemnber 2003, 11.20 and it's to Waiter van de Vijver and it's cc'd
to John Pay and Frank Coopman and it's an “LKH Zip Slide” and
John Bell asked,

"Walter, you asked details of our exposure to LKH issue. The
attached is from John Pay. Happy to discuss further if needed.

John will join the EPLF tomorrow to help facilitate the discussion on
the acceleration of reserves bookings. He will sit in the Group with
the RTDs and EPT to assist in assessing ideas and providing data.
John™

And then it moves on to an email from Walter van de Vijver to Philip
Watts which was sent on 9 November 2003, 11.17 and the subject is
“LKH” again. And Il read it out for the tape. It says,
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"Phil, reference our discussion on reserves on monday 3/11, please
find attached the summary on LKH. The issue of LKH is not just a US
issue (perhaps you were implying ‘something there?). '{ am becoming
sick and tired about lying about the extent of our reserves issues and
the downward revisions that need to be done because of far too
aggressive/optimistic bookings in the past, aside from the
embarrassment of having booked reserves prematurely. Regards,
Walter”

Do you recall receiving this email? The —

SIR PHILIP WATTS:  Yes.

MICHAEL PRANGE: ~— one.dated 9 November? And can you tell us what your initial
reaction ta it was?

SIR PHILIP WATTS: My — my initial reaction was -- was mixed. FirstI'm, frankly, shocked
and — and baffled. | see this language again, “I'm becoming sick and
tired about lying". 1 mean, let's — let's deal with the lying thing in the -
-in the first instance. If - if I'd have thought he was lying, you know,
the — L. would've really reacted because Ive — I've just gone through a
process, as late as - as July - that memo we've just discussed, and it
tatks about the reserves exposure that we talked about. But in that
document you find it says no de-booking Is — Is recommended. Then
the thing has come back to CMD on its way to the Group Audit
Committee and there's been a presentation to the Group Audit
Committee about it in — in October - later in October. So | have
absolutely no reason to think that people are lying about reserves.
Frankly with — with — in fact | | put it in my briefcase because 1 was
about to fly to Switzerland and you reflect about it. Uh, I've — I've got
a problem. Here is the Chief Executive of a $40 billion business who
is sending stuff tike this. Uh, and as I say | put it into my briefcase. |
know I've got to — this is not the kind of thing you send an email in
response to. This is something I've got to think about and decide how
I'm going to discuss it with him.

MICHAEL PRANGE: So, what happened next after you put it in your briefcase? Just tell us
the story about -- tell us how you responded.

SIRPHILIP WATTS:  Well, in fact as — as it went in the end | didn't respond because it was
overtaken by events. Uh, | actually got on the plane, went to
Switzerland on the Sunday, came back on the Monday in the
evening, had a — a day in the office and then flew off to Washington.
I had three days in Washington. 1 -~ the following weekend we had a -
- a signing ceremony for the gas contract in Riyadh.

Sp, 1 actually flew overnight from Washington to Rotterdam climbed
on the — the — the new plane with — with fresh pilots — actualty Walter
and other people that were involved in — in the Saudi business
climbed onto the plane foo, so it was pretty full, and we went off to
Riyadh. That - later that afternoon and in the evening Saudi time, we
had the signing ceremony and | climbed on the plane, flew back to
the UK ovemight and got in that moming to ~ to Famborough, | can
tell you prefty exhausted. Spent Sunday and then on Monday and
Tuesday we had CMD. I'm trying to think of the — think of the dates.
It must be the — the 17th and 18th. We had the CMD meeting and at
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the end of the meeting on the - on the Tuesday, righi at the end as
we're preparing fo — to leave, he, under 'Any Other Business’, he

: informs CMD that he's got two ‘Unsatisfactory” audits; one for Nigeria
and the other for Oman. My response to that is, “You'd belter give us
a report on this, Waller”. So, the reserves issue is being a bit
overtaken by events.

MICHAEL PRANGE: Just going back 1o when you were in Saudi, you actually were with
Walter but didn't discuss this. Did you - you met him face-to-face
then? .

SIR PHILIP WATTS:  Well, with other people. We were on a plane together. This is not ...
This has now become, in my view, a real personnel issue. He'sa - a
very clever, very intelligent, bul can be a difficult fellow. We don't
enjoy the best of relationships so that has to be carefully managed.
But don’t forget that this guy is @ Royal Dulch Crown Prince. He's
young. He might be my successor when | leave in, — as was
planned, in 2005, age 60. Even if he's not my successor and Jeroen
Van der Veer takes over, he's only got 3 years until he's 60, so
Walter's going fo be there anything from 7 to 10 yéars in the top
position.

Now, if you're Chairman of CMD ~ primus inter pares - you - you
don't have the power 1o hire or fire. | know that when we —if we raise
this thing with him and dddress him about it - behaviour on sending
stuff like this - we're going to have a difficult confrontation. It's not the
kind of thing that you raise when you're exhausted or when you've
only got — certainly not with other people around. You have to have a
considered view and - and probably would need o have a
conversation with some other people, you know, from the Royal
Dutch Board or whatever. This is somebody who has been
reprimanded by CMD some years before when 'he was Chief
Executive in the USA before he came and joined CMD. So this is not
the kind of thing I'm going to do lightly.

Now, weTe there in Saudi Arabia. | can tell you what | did for most of
that day, | slept and organised a — a call to wake me up Saudi time,

5.00pm in the evening to get ready for all these ceremonies — this
was fio time to address anything.

MICHAEL PRANGE: On — on the 17th and 18th is when you say the — the events overtook
i.e. the — the “‘Unsatisfactory’ audit reports. In the period between the
9th and the -17th and the 18th, given the seriousness of the email,
and you had !o sort of form some view and you — 1 think you said
you'd need to speak to other people. Did you speak to anyone —
anyone else about it —

SIR PHILIP WATTS: No.

MICHAEL PRANGE: - in the intervening period? And why was that?

SIRPHILIP WATTS:  As | said, if I'd have thought he was lying | would've done something
very quickly but I just didn't feel that that was the case and that was

the view | took at that time.

ZULFIQUAR RAMZAN: What — what view did you take then? What - what was your
perception of the words he's used here, like the words, "'m becoming
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sick and tired about lying about the exient of our reserves issues”.
How ~ how did you perceive them?

SIR PHILIP WATTS: | think I've just explained what 1 thought about lying. That | didn’t
think he was lying because [ had a track record of ~ of meetings and
written documents and going to the Group Audit Committee and the
like. Uh, so my view was {his was some hyperbole. Does that
answer your question?

ZULFIQUAR RAMZAM: Okay.

MICHAEL PRANGE: So, so in the seven days after you received this, before events
overtook it, did you have a view of what you were going to do? 1
mean, or were you just going to'let matlers lie? | mean, | think we've
got a seven-day period before events overtake. | just wondered what
conclusion you'd come to and what you were going to do about this
email — - B

SIR PHILIP WATTS: 11~
MICHAEL PRANGE: - in that period.

SIR PHILIP WATTS: | frankly had had a very hectic time but my mind would be working
towards how we would address it with him but that would need to be
done rather carefully. .

ZULFIQUAR RAMZAN: Well, he's making quite serious statements here. The language he
' uses. | mean,'we haven’t seen another email before this using the
same sort of language. Did that bring any concem to you at this point

in time?

SIR PHILIP WATTS:  Well, as | said, | was shocked, baffled, concerned.

ZULFIQUAR RAMZAN: 1 mean, this guy is - | mean, as you say, he's the Chief Executive of
a global business.

SIR PHILIP WATTS:  i've got a big personnel problem on my hands.

MICHAEL PRANGE: Do you want to ask any questions? The next tab is tab 8 and before -
-'before | read it out 1 just want to state that we don't believe it was
sent to you but we're just going to ask you whether you've seen the
attached document anyway. The actual tab 9 was sent from Frank
Coopman to Brian Ward on the 2 December 2003 at 6.56 and its
subject is “Proved Reserves™. It says, "Please do not copy or forward
this note” and the note is entitied "Script for Walter”. This script for
Walter is passed around various people and there is correspondence
in tabs 10 and 11 but you're — you're not -- or don't appear to be on
any of these email lists. 1 was just wondering if you could have a look
at the Script for Walter on Proved Reserves position at tab 9 and —
and tell us if — if you if you saw that document at any time around
December 2003.

SIR PHILIP WATTS: 1 did not see the document around the dates that are here in early
December. :

MICHAEL PRANGE: Did - did anyone mention its existence to you, that you recali?
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SIRPHILIP WATTS: s existence was mentioned to me by Judy Boynton and she gave
} me a copy at the end of December. I'm not absolutely certain of -- of
the dates but it was some time at the end of December.

MICHAEL PRANGE: In what context did she give you the copy? Was it during a meeling,
or email, or ...7 And why did she give it to you?

SIR PHILIP WATTS: 1 think it — it came oul of a ~ a discussion and a reference where she
- she mentioned a — a ~ a document and then she gave me a copy.
| — | can'l — this December and January was a most incredibly hectic
time and as you can imagine there were many conversations and with
the best will in the world | can’t reconstruct all of that. But as I say |

_got a copy late in — in December.

MICHAEL PRANGE: And — and what was your reaclion to it when you got it?

SIR PHILIP WATTS:  To say the least, real surprise, because she ~ not she — | -- 1 realised
that things had been going on with a degree of — of precision of which
| was unaware.

SAMANTHA GRIFFIN: When you were —~ when you were shown the document, were you
shown any of the email traffic that went with it, or were you just shown
the - the document?’

SIRPHILIP WATTS: 1~ I'mjust locking at the —
JOSEPH GOLDSTEIN: Are yoﬁ referring to tab 107

SAMANTHA GRIFFIN: Yes, if you look in -- tab 9 is the original document and then 10, 11
and 12 are all reactions to that document. :

MICHAEL PRANGE: 'l just read out what they are for the tape. Tab 10 is an original
message from Judith Boynton on 2 December 2003 at 7.55 to Walter
van de Viyver, subject, "Reserves”. And also tab 10 contains a
response from Walter van de Vijver on 2 December 2003 at 9.57,
while tab 11 contains an emait from Frank Coopman on 2 December
2003 at 7.12 to Walter van de Vijver and also it contains the response
from Walter van de Vijver on 2 December 2003 to Frank Coopman.

SIRPHILIP WATTS: | —1 recoliect receiving the script. 1 — 1 think there was a message or
-two attached to it but what 1 did not receive was this message that

talks about, "This is absolute dynamite”.

MICHAEL PRANGE: Not tab 11.

SIR PHILIP WATTS:  That's tab - tab 10, isn't it?

JOSEPH GOLDSTEIN: Thaf's where we have it. Tab 10,

SIRPHILIP WATTS: Anyway, it's under tab 10 for me and i's the — this message saying,
"This is absolute dynamite”. 1 did not see that at the time and 1 didnt

see it for quite a long time until it was presented to me as part of the
interview | had with Davis Polk. 1 did ...
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MICHAEL PRANGE: 1 don't suggest we go through any moré of the tabs. I'm aware of the
time as well. (inaudible). This can be -

DAVID BLUNT: Can | just ask one-question?
MICHAEL PRANGE: Go on.

DAVID BLUNT: You said you were surprised in the precision in the script for Walter.
Why was that?

SIR PHILIP WATTS: Well, we'd been informed of two ‘Unsatisfaclory’ audits on
18 November. | had asked for a written report to CMD. | knew it was
under preparation and that Walter van de Vijver would bring it to
CMD. Hltwas a bit later than I'd hoped in -- in early December but the
reason - one reason for that was that we were heavily engaged-in
negotiating a deal with ~ with the Russians and —~ and the - thing
eventually came to CMD on 9 December and that triggered Project
Rockford. And we were absolutely in crisis management mode. We
‘were working for a number of weeks with — with massive intensity
and addressing all the issues around that, trying to get sufficient
definition to make a - a proper — not, you know, proper disclosure.
And at the end of the month you can imagine when | see this, that
people in E&P have you know, got a formal document dated
1 December. | think that would elicit some surprise.

DAVID BLUNT: The surprise is to do with the detail in that document at the beginning
of December? ~

SIR PHILIP WATTS: Yes. People had put together somnething called, "A script for Walter”
on 1 December and we're doing Project Rockford which is kicked off
on 9 December and we're all beavering away trying to get it finished,
not just Nigeria and Oman but we're treating all the other issues all

around the world and — and by the end of December we're in the last
days before making a coherent disclosure, and this existed already.

SAMANTHA GR&FFIN:Okay' I think it's probably better if | end this tape and we'll start a new
one when.we come back as there's only a few moments.

‘DAVID BLUNT: Well, shall we just stop this?

MARTYN HOPPER: | think if we just pause.

SAMANTHA GRIFFIN: Okay, it's 4.41pm. I'm just going to stop this tape for a moment.
[PAUSE]

SAMANTHA GRIFFIN: it's 5.00pm and this is a continuation of tape 7 of our interview with
Sir Philip Walts. Again, quickly just to confirm that | haven'{ asked
you any questions in relation to this malter whilst the tape was
switched off and again to remind you, you are still under caution.

SIR PHILIP WATTS: That's correct.

SAMANTHA GRIFFIN: Okay, weé've finished all of our questions for the moment. Is there
anything that you would like to add?
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SIR PHILIP WATTS:  No. Thank you. .

MARTYN HOPPER: | would just like to add at this point - we've covered a great deal of
territory in terms of the period of time that's been covered during the
course of the day. There are obviously an awful lot of documents in
existence which haven't been discussed today. | just want to - to
make clear that we would obviously reserve the — the ability to — to
comment on those documents and indeed for Phil to comment on
them in due course.

SAMANTHA GRIFFIN: Yes. Thal's it. It's 5.01pm and that is the end of our interview with Sir
Philip Watts. Thank you.
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