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O IO N bW

WALTER VAN DE VIJVER, January 31, 2007
PROCEEDINGS
THE VIDEOGRAPHER: Here begins Tape

Number 1 in the deposition of Walter van de
Vijver, in the matter of Royal Dutch/Shell
Transport Securities Litigation, in the United

States District Court, District of New Jersey,

Case Number 04-3749. Today's date is

January 31st, 2007. The time is 9:39 a.m.

The video operator today is Cali Day of
Legal.ink New York. This deposition is taking
place at Akin Gump, 1333 New Hampshire Avenue,
Northwest, Washington, D.C.

Would counsel please identify themselves
and state whom they represent.

MR. HABER: Jeffrey Haber from
Bernstein, Liebhard & Lifshitz, on behalf of lead
plaintiff, Peter M. Wood in the class. Also with
me is my colleague, Allen Hobbs, also from
Bernstein, Liebhard & Lifshitz.

MS. MACKINTOSH: Christine Mackintosh
from Grant & Eisenhofer on behalf of the opt-out
plaintiffs.

MR. GOLDSTEIN: Joseph Goldstein from
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WALTER VAN DE VIJVER, January 31, 2007
Watts.
MS. MAZARAKIS: Akrivi Mazarakis, Mayer,
Brown, Rowe & Maw, on behalf of defendant Philip
Watts.
MR. MORSE: Adreian Morse, Mayer Brown,
for Sir Philip Watts.
MR. WEED: Earl Weed, in-house Shell.
MR. TUTTLE: John Tuttle, Debevoise &
Plimpton, LLP, on behalf of the Shell defendants.

MR. WARE: David Ware, Debevoise &
Plimpton, on behalf of the Shell defendants.

MR. KING: Jeffrey King from Akin Gump
on behalf of the witness, Mr. Van de Vijver.

MR. DOWD: John Dowd from Akin Gump on
behalf of Mr. Van de Vijver.

MR. HOTZ: Robert Hotz from Akin Gump
representing for Mr. van de Vijver.

MR. SCHULTEN: Christopher Schulten from
Akin Gump on behalf of Mr. Van de Vijver.

MR. ADLER: Derek Adler from Hughes,
Hubbard & Reed, for PricewaterhouseCoopers U K.

MR. CORSON: Nicholas Corson, Hogan &
Hartson, for KPMG Accountants.

MS. WICKHEM: Rebecca Wickhem, Foley &

WALTER VAN DE VIIVER, January 31, 2007
Lardner, on behalf of Judith Boynton.

MS. SENNETT: Nancy Sennett of Foley &
Lardner, LLP, on behalf of the defendant Judith
Boynton.

MR. WEED: Ralph Ferrara, LeBoeuf, Lamb,
Green & MacRae, on behalf of Shell Transport and
Trading, Royal Dutch/Shell, and I might want to
remind my good friend Jeff Haber that there is no

class to represent yet, but we understand are his
clients.

THE VIDEOGRAPHER: The court reporter
today i1s Laurie Bangart-Smith of Legal.ink New
York. Would the reporter please swear in the
witness.

Page 6 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/0 13 107wv txt (6 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

16
17
18
19
20
21
22
23
24
25

Case 3:04-cv-00374-JAP-JUH  Document 365-2 Filed 10/10/2007
WALTER VAN DE VIJVER,

having been duly sworn, testified as follows:
EXAMINATION BY COUNSEL FOR PLAINTIFFS
BY MR. HABER:
Q Mr. Van de Vijver, good morning.
Before we start, I just want to let
everyone know that I am told that there is food,
there's breakfast, and there will be lunch served
in the Georgetown Room, which is right behind us,
and everyone is welcome to partake in that.

0011

WALTER VAN DE VIIVER, January 31, 2007

Also, Ralph, I understand, but I'm
pretty confident we'll get there.

Also, Mr. Van de Vijver, this morning
and throughout the next couple of days, as you
know, we're going to be asking you a series of
questions, and what I'm looking for are your best
recollection, your knowledge of the events and
circumstances that I'll be asking you about. And
as you probably know from speaking with your
counsel, these issues relate to the
recategorization that Shell had announced in
multiple releases, beginning in January of 2004.

If T ask you a question and you don't
understand, would you let me know that?

A Sure.

Q And I will let you know that if you ask
me to rephrase a question or you don't understand
a question, I'll be happy to rephrase it so that
you do understand. This way we're always on the
same page.

If you don't hear a question, will you
tell me?

A Yes.

Q And again, if you don't hear it, I'll be

WALTER VAN DE VIIVER, January 31, 2007
happy to repeat it.

Also, please recognize that even though
these proceedings are being videotaped, we still
have a court reporter, and your answers still need
to be verbal, so please articulate your answers
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7 with a "yes" or a "no" and certainly any response
8 that you need. Head nods and "uh-huhs," they
9 don't get picked up by the court reporter. Is

10
11
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25

that okay with you?

A Sure.

Q If you don't know the answer to a
question that I ask, would you let me know that.

A Yes.

Q Please, if you could, speak clearly and
audibly for the court reporter. Again, even
though this is being videotaped, the court
reporter needs to be able to hear and understand
everything that's being said.

A lot of times during these proceedings
what will happen -- and it's completely
unintentional -- is the examiner and the witness
tend to talk over each other. I will do the best
that I can to make sure that you finish all your
answers before I ask a question, and I would

0013

WALTER VAN DE VIJVER, January 31, 2007
appreciate it if you would do the same; wait for
me to finish my questions before you answer. Is
that okay?

A Sure.

Q Finally, if you need a break at any
time, please let me know, and I will do what I can
to accommodate you. The only time that I will not
accommodate the request is if the -- if there's a

question pending, in which case then I would ask
for a response, the only exception to that being
if there's an issue of privilege that your counsel
1s asserting.

Is that acceptable?

A Yes.

Q Great. Okay. For the record, can you
tell us your name and address, current address.

A Walter van de Vijver. I'm living in the
Netherlands in Wassenaar. The street name is
Groot Haesebroenseweg, Number 1.

Q We can go off the record later and --

A TI'msorry. Ican't make it any easier
than that.
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24 Q That's okay.

25 And have you attended a college or
0014

1 WALTER VAN DE VIIVER, January 31, 2007
2 university?

3 A Yes.

4 Q And where did you go?

5 A It's called the University of Technology

6 in Delft in the Netherlands.

7 Q Did you graduate with a degree?

8 A Yes. I graduated with a master's degree

9 in civil engineering.

10 Q Did you continue with any higher

11 education after graduating from Delft University?
12 A No. Immediately after that degree, I

13 joined Shell.

14 Q Before we start with your CV, if you

15 will, just a couple of other unrelated questions

16
17
18
19
20
21
22
23
24
25

to Shell.
Do you have any professional licenses?

A Apart from a driver's license, no, |
don't think so.

Q Okay. Did you ever join the Society of
Petroleum Engineers?

A Yeah, as a member, but it doesn't really
mean a lot, right? Everyone who wants to become a
member can become a member.

Q Are you currently a member?

0015
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WALTER VAN DE VIJVER, January 31, 2007

A No.

Q When did you begin your membership?

A Somewhere -- I don't know exactly.
Somewhere in the early, early eighties.

Q And how long did you maintain the
membership?

A 1left somewhere, 2000, 2001 or so.

Q Did you ever attend any meetings of the
SPE?

A A couple but not, not many, and I did a
few -- I think I once also did a presentation at,
at one of the SPE meetings.

Q Do you recall when that presentation was

Page 9 of 390
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given?

A I think I may have given one -- I really
can't be sure. Ithink maybe somewhere -- it was
in Aberdeen, when I was based in Aberdeen looking
after the Brent field.

Q TIknow now I'm skipping into your CV a
little. When were you in Aberdeen?

A Aberdeen? I arrived in Aberdeen in end
of March '91.

Q And how long were you there?

A I was there for nearly six years. In

WALTER VAN DE VIJVER, January 31, 2007
February, February '97, I moved over to London.

Q Going back to the presentation, do you
recall the subject matter of the presentation?

A It must have been about the Brent
fields. I was -- when I was in Brent I was
responsible for a major redevelopment of, uh, of
the Brent field.

Q And where is the Brent field?

A In the North Sea, in the northern North
Sea.
Is that a gas or oil --
Gas and ol field.
It's both?
Yeah.
What was your position while you were at
Aberdeen?

A I started off as the petroleum engineer
and manager for the Brent field, and then after a
couple of years I took over as the General Manager
for the Brent field.

Q And was General Manager the last
position you held while you were at Aberdeen?

A Yes.

Q Going back to the SPE, do you recall

o0 »~L0

0017
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WALTER VAN DE VIIVER, January 31, 2007
attending any meetings of the SPE where reserves
reporting was discussed?

A No, never.

Q Do you recall -- do you know if the SPE

Page 10 of 390
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6 publishes any periodicals that it sends to its
7 members?

8

A Yes. I -- as part of being an SPE

9 member, I go to their -- I think it's JPT, Journal

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

of -- I don't know what, but I think theirs 1s
called JTP, a magazine that they published on I
think a monthly basis.

Q Do you recall reviewing the JPT when it
was distributed to you?

A Oh, like a little magazine saying -- I
must have read a few articles in it. No details.

Q Do you recall ever reading articles
about reserves reporting requirements?

A No.

Q And again I'm just referring to the JPT
right now.

A Yeah, yeah, I understand.

Q Other than the SPE, are you a member of
the Royal Institute of Engineers?

A No.

WALTER VAN DE VIIVER, January 31, 2007

Q Can you think of any other industry
organizations that you either were or currently
are a member of?

A I'm currently not a member of, of
anything. I remember when I was in the United
States I was a member of the API.

Q And what is the API?

A American Petroleum Institute.

Q And how long were you a member of the
API?

A That was purely coincidal with my
assignment in the United States from '98 until
2001, early 2001.

Q Okay. Why don't we jump back to the CV
for a moment. You said that in February of '97
you moved to London?

A Yeah.

Q What position did you take when you
moved to London?

A Ibecame the CEO of our gas, coal and
power business.

Page 11 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt (11 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

Case 3:04-cv-00374-JAP-JUH  Document 365-2  Filed 10/10/2007
23 Q What is the gas, coal and power

24 business?
25 A QGas, coal and power business is a, is a

1 WALTER VAN DE VIJVER, January 31, 2007
2 Dbusiness that looked after the, the coal interest

3 that, that Shell had. Shell, not today anymore,

4 but at that time had an interest in a coal

S business in Australia and in South Africa. It

6 looked after the, the interest in, in LNG

7 projects, and it looked after Shell's interest in

8 power. Back in '97 Shell entered the power

9 business, which I was involved in in a joint

10 venture with Bechtel called Intergen.

11 Q What was the purpose of the joint

12 venture?

13 A To get in the business of independent

14 power producers and see that there's a profitable
15 growth area for the Shell Group.

16 Q When you were at gas, coal and power,
17 what was your position? I'm sorry. Withdrawn.
18 You said you were CEQ?

19 A Yeah, that was the title, yeah.
20 Q What were your duties and

21 responsibilities as CEO?

22 A To look after that part of, of the

23 business, and in that role I reported into one of
24 the Group Managing Directors.

25 Q Who did you report to?
0020

1 WALTER VAN DE VIJVER, January 31, 2007
2 A Maarten van den Bergh.

3 Q And was Mr. van den Bergh a member of
4 the CNB at that time?

S A Yeah, Group Managing Director means

6 being a member of the CMD.

7 Q For the record, what is the CMD?

8 A Committee of Managing Directors.

9 Q What's the function of the CMD?

10 A That's the top accountable body in the,
11 in the Shell Group below the, the boards, which
12 was called Conference.

13 Q When you say "the boards," was that --

Page 12 of 390
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are you referring to the boards of both Shell

Transport and Royal Dutch?

A If I talk Conference, that's the place
where the boards of both Royal Dutch and ST&T
would sit together.

Q And ST&T being Shell Transport and
Trading?

A Yes.

Q What was your relationship like with
Mr. van den Bergh when you reported to him?

A Ithink very well. It was my first
assignment outside the exploration and production

0021

25

WALTER VAN DE VIJVER, January 31, 2007
business, so I had before never really had
anything to do with him, and that was a, was a new
experience for me.

Q Did you find he was someone that you

could speak to openly and freely?
A Yes.

Q The gas and power business; is that

considered an upstream business?

A In the group it was put separate to give
it its own identity, because it was more about
the, the commercial side of the business.

Q And is that the functional equivalent of
upstream, something that is being produced and
commercialized?

A Well, it was a separate business.
Exploration and production is distinct from the
gas and power business, and I think that's still
the case today within Shell.

Q I guess what I'm just trying to
understand -- I've heard within this case
"upstream" and "downstream," and I understood gas
and power to be upstream and to be different from
exploration, which was downstream. Am I wrong?

A I think you're getting a little bit

0022

1
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4

WALTER VAN DE VIJVER, January 31, 2007
confused. Gas and power was often called the
downstream gas. The E&P business, exploration and
production business, is often referred to as
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upstream.

Q Okay, and can you explain to me why.

A Well, upstream is all about finding and
getting the hydrocarbons out of the ground, and
downstream, just like you have the oil products
business, is about marketing and ultimately the
distribution of those products.

Q Going back to the CV for a moment, you
were in London from around February of '97 until
sometime in -- until sometime into 1998, correct?

A Yes.

Q What did you do in London?

A That's what we just talked. That was
here, the gas and power business, '97, '98.

Q Okay, I'm sorry. I, I completely lost
it. I'm sorry.

In '98 to 2001 what did you do?

A That's when I went to the United States
and I became -- I think official title is
President and CEO of Shell Exploration and
Production. I think the acronym was SEPCo. That

0023

WALTER VAN DE VIJVER, January 31, 2007
was the U.S. arm of the exploration and production
business.

Q And as CEO of SEPCo, what were your
duties and responsibilities?

A Thad to -- the responsibilities, they
are both for the upstream business, the
exploration and production business, but also for
the downstream gas and power business. Later that

was sort of split, but that's sort of how the
structure was when I arrived in the United States.
Q Who did you report to while you were at
SEPCo?

A That was one of these -- in the
transition I reported both to the CEO of Shell Oil
Company as well as into the Regional Director
within the E&P business for America and Europe,
which was Bob Sprague at that time.

Q So Bob Sprague was the Regional Business

Director for America and Europe at the time?

A Yes.
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22 Q Did that reporting line subsequently

23 change, or did you report to him throughout your

24 tenure?
25 A No, that did not change.
0024

1 WALTER VAN DE VIJVER, January 31, 2007
2 Q Was Bob Sprague someone that you can

3 talk to openly and candidly?

4 A 1think generally yes, yeah.

5 Q Who was the CEO of Shell Oil?

6 A When I arrived in the United States, I

7 took over from, from Jack Little, who had held my
8 position there for I think about 11 years. When I

9 arrived, he moved off up to become the CEO of

10 Shell Oil Company.

11 Q And did he remain the CEO of Shell Oil

12 Company during your tenure as CEO of SEPCo?
13 A No, because he retired about -- I don't

14 know exactly. It was about a year later.

15 Q And who succeeded him?

16 A Steve Miller.

17 Q Do you know where Steve Miller had come
18 from?

19 A He, he came in the U.S. from actually

20 the Committee of Managing Directors. Before that
21 he had been one of the members of the Committee of
22 Managing Directors.

23 Q Did he remain on the CMD during his

24 tenure as, as CEO of Shell O11?

25 A No.

1 WALTER VAN DE VIIVER, January 31, 2007
2 Q Do you have an understanding as to why?

3 A Well, I mean it was all as part of the,

4 the transition which is called the globalization

S of, of the business where Shell Oil was brought

6 more closely to the rest of the group in terms of

7 reporting lines and decision-making. Until I

8 arrived in the United States, Shell Oil was very

9 much sort of in a separate identity with its own

10 boards and with a lot of the decision-making done
11 1n the United States, whereby on the board of

12 Shell Oil there would always be two members of the
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Committee of Managing Directors as board members

of Shell Oil Company, but it was thereby sort of
governed separately.

Q When did the globalization of the
business occur?

A In terms of the globalization, that
happened, if I recall correctly, on the sort of
first of April '99 at least with respect to my
business.

Q At the time of the globalization, around
April of 1999, was Shell Oil a separate reporting
company from the larger group?

A Yes. That's what I just explained, to

WALTER VAN DE VIJVER, January 31, 2007
having its own, own board and, and the board would
govern Shell Oil directly. And as part of the
globalization, there was a gradual move to bring
the decision-making, investment decisions and
business planning in line with the, with the rest
of the group.

Q And so you're talking internally about
reporting, correct?

A Yeah, yeah.

Q I was actually referring to externally,
like the Securities and Exchange Commission.

A Idon't know the details about -- I mean

Shell Oil, no, it's -- I think it was all reported

as one entity, because it was already back in -- I
think it's 1985. That was the time of my first
assignment to Shell Oil where the minority
shareholders and Shell Oil Company were bought
out, so it wasn't a hundred percent Shell Company.

Q So much earlier than April of '99 for

external reporting purposes, Shell was already --
Shell Oil was already part of the larger group?

A Yes.

Q In your function as CEO of SEPCo, did

you have any responsibilities for reporting of

0027
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WALTER VAN DE VIJVER, January 31, 2007
proved reserves?
A Like every operating unit within the
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company -- the term "operating unit"; every entity

within the country was called an operating unit.
Every operating unit on an annual basis would
report their best estimate of reserves, including
proved reserves, to, to the Center in, in The
Hague.

Q Did you have people who reported to you
who had that responsibility for gathering their
reserves information for reporting in to The
Hague?

A Forthe U.S., yes, certainly. I, 1
recall that a few occasions during my regular
management or I call the Leadership Team of SEPCo,
there would be, on an annual basis, reports in on
the, on the status of our reserves.

Q Did, did Shell Oil participate in the
annual closeout of reserves which I understand is
called the ARPR?

A Yes.

Q And did you have any responsibility in
connection with the ARPR while you were head of
SEPCo?

0028

WALTER VAN DE VIJVER, January 31, 2007

A Well, as sort of the CEO of that entity,
you have a responsibility, ultimately, for the
business, so including reserves. Obviously I
relied on the experts in my organization to make
sure that, that the right, right numbers were,
were prepared.

Q And in terms of the right numbers being
prepared, do you know against what those numbers
were, were measured by; that is, Shell's
guidelines or the SEC's rule governing reserves
reporting?

MR. TUTTLE: Object to form.

BY MR. HABER:

Q You can answer.

A Sorry. Can you repeat the question.

Q Sure. When -- you said in your prior
answer that, that the organization rolled up the
numbers, they collated the numbers, and you had
said that you relied on the experts to make sure
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that the numbers were prepared, and what I want to

know is against what did they make sure that those
numbers were prepared properly.

24 MR. MORSE: Objection to form.

25 MR. TUTTLE: Objection.
0029

1 WALTER VAN DE VIJVER, January 31, 2007
2 THE WITNESS: Am I not allowed to

3 answer?

4 BY MR.HABER:

5 Q No,no. You can answer.

6 A Okay. So to the best of my

7 understanding, it was against the Shell guidelines
8 that would apply just in Shell Oil.

9 (Discussion was held off the record.)

10 BY MR. HABER:

25

Q In connection with Shell's guidelines,
did you review Shell's guidelines while you were
CEO of SEPCo?

A No.

Q Are you aware that the SEC had enacted a
rule governing the reporting of proved reserves?

A No.

Q Have you ever heard of a rule called
Rule 4-10?

A Not until end of 2003.

Q And why did you hear about Rule 4-10 in
the end of 20037

A Because there was a, there was a lot of
debate, and of course, I'm stepping forward now,
all the way to, to Rockford when there was a lot

0030

1
2
3
4
5
6
7
8
9

10
11

WALTER VAN DE VIJVER, January 31, 2007
of discussion about whether the new numbers we
came up with, whether there was an effect from
what I recall these clarifications that were
issued by the SEC -- was it 2000 or 2001?

Q When you refer to "clarifications”
issued by the SEC, are you referring to the staff
interpretive guidance that the SEC staff had
issued?

A Yes. Is that something different than

this rule? I assumed that that was what you were
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referring to.

Q No, I'm actually referring to the rule
itself, so --

A Maybe then I was confused. I was
talking about this clarification that happened in
2000 or 2001.

Q Going back again to the time of being
CEO of SEPCo, do you know if Shell's guidelines
made reference to Rule 4-10?

A No.

Q Do you know if Shell's guidelines quoted
from Rule 4-107?

A No.

Q As CEO of SEPCo, were you also

0031
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responsible for business planning for Shell O1l?

A Yes.

Q And let me be a little -- let me make a
distinction here, because I might have been too
broad. Let's take first SEPCo. Were you
responsible for business planning with regard to
SEPCo?

A Yes.

Q Now, is there a difference between
business planning for SEPCo and Shell Oil?

A Well, Shell Oil involves the totality of
business in the U.S., so that 1s downstream as
well as upstream, and I did not have any
responsibility, clearly, for other parts of the
business. I only had responsibility for my part
of the business.

Q So with regard to business planning for
SEPCo, that was your responsibility ?

A Yeah.

Q Okay. Going back to when you first
started Shell, you say you started Shell when you
graduated from Delft University, right?

A Yes.

Q When did you graduate?

0032
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A October -- October or November. October
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3 or November '"79.

4 Q Okay. What was your first position at

S Shell?

6 A My first position was a field

7 engineer/structural engineer.

8 Q What is that?

9 A 1,1 joined Shell for an international

10 career. That was why I joined Shell. T didn't

11 really know anything about Shell, so I ended up in
12 this job in London probably with the background
13 that, because I had known civil engineering and I
14 had finished my last study in harbor design, that
15 TIknew something about water, and [ ended up in a
16 structural engineering group which was involved in
17 the design of offshore structures in the North

18 Sea. So my first year I spent a lot of time

19 calculating strengths of offshore structures and
20 doing technical calculations and fatigue
21 calculations around platforms.
22 Q And how long were you 1n this position?
23 A Not that long. I think it was probably
24 about one and a half years, because while I was in
25 that position I got involved in a few project
0033

1 WALTER VAN DE VIIVER, January 31, 2007
2 teams, and I wanted to know why -- I had designed
3 a platform for six wells, so I wanted to know what
4 was happening subsurface, and why can't [ know

S more about subsurface. I want to know about what
6 I'm doing. It took a little bit of time for the

7 Shell system to accept that if I wanted to get

8 more exposed to the subsurface, I actually had to

9 sort of rejoin Shell, so I had to go for

10 re-interviews again in The Hague to apply to

11 become a petroleum engineer, and that's what I

12 did.

13 Q And that was sometime in 19817

14 A Yes. Ithink it was '81, and after I

15 had my initial training, internal Shell classes, I

16 was transferred to Qatar in the Middle East.

17 That's a state, a country in the gulf state, state

18 of Qatar, and I was transferred there as a well

19 site petroleum engineer, which essentially meant
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you would spend your time on the rig, learning

hands-on about what it all takes to drill a well
safely and successfully. And I did that again for
about one and a half years, and then I couldn't
find another position there, and then I moved back
to the Hague. I think it was -- I don't know

0034
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exactly. I think somewhere early '84 I moved back
to the Hague.

Q Before we get to that position, what --
sorry. Withdrawn. How long was the training
course that you attended?

A Ithink a total of about three months.

Q Did that course include lectures or
other materials on reserves reporting?

A No, nothing on reserve reporting but
general on all the different skills relating to
petroleum engineering and field planning, so from
being able to analyze a log to be able to --
electric log in a well, to what it would take to
do -- analyze a production well test to doing some
basic economics, I mean sort of the broad spectrum

of the, of the petroleum engineering business.

Q In 1984 you started a new position.

What did you -- where did you go?

A 1In 1984 I became, I became a reservoir
engineer in, in The Hague, in the section of the
Hague that was involved with Europe.

Q And what was your position there?

A Just a junior reservoir engineer doing
whatever work was thrown at me to do.

0035
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Q Up until this point you had not done any
reservoir engineering work; is that correct?

A That's correct, yeah.

Q And based upon what you've said about
your education, you're not -- you don't have a
degree in reservoir engineering?

A Probably not, no.

Q How long did you remain in this position

as a reservoir engineer?
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A About two years, just under two years,

and then I moved to Shell Oil in California as a
reservoir engineer and later a team leader.

Q And what did you do at Shell Oil?

A Involved with heavy oil fields. That
was the, the part where -- in Bakersfield in
California. That's where Shell Oil had the
business unit, a couple of business units, but I
was in one of the business units called the San
Joaquin division that dealt with a variety of, of
heavy oil fields.

Q When you became a team leader, did your
responsibilities change?

A Not -- well, it was more a coordinating
role when I would work with facility engineers,

0036

WALTER VAN DE VIIVER, January 31, 2007
drilling engineers, to develop -- prepare
development plans for some of the assets I was
looking after. I spent about a year there on a,
on a project that involved developing a steam
injection project involved in cogeneration
facilities, so it was quite complex, and make sure
it all was properly set up.

Q While you were working in Bakersfield,

did you work with Roelof Platenkamp?

A No, not directly. He was in another
division, but we were sort of -- we were posted to
California at the same time. There was three,
three people that sort of at the same time got,
got posted to California, and at that time there
was a little bit high profile. Of course, we were
Dutch people coming from this very strange Royal
Dutch group that sort of were planted in the Shell
Oil organization. So the three of us, it was him,
Max Peters and Roelof Platenkamp, therefore saw
each other a lot socially, but we were -- Roelof
was working in a different division from where I
was, I was working.

Q And how long were you at Shell Oil?

A That was predetermined. Exactly two

0037
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years. It was one of these sort of one year the

Royal Dutch group would pay for it, another year
Shell Oil would pay for it, and that was the
package.

Q And during the two years that you were
at Bakersfield, was Mr. Platenkamp also in Shell
Oil for those two years?

A Yeah, yeah. I think we were sort of
roughly exactly the same period.

Q After Bakersfield in 1988, where did you
go?

A T wentto-- we're in '87, huh? '85
1s -- from '85 to '87 I went to Shell Oil. If I'm
correct, I think I moved -- I moved in '87. 1
moved to Oman. I think I got it correct; yes?
Are you confused?

Q Alittle, but that's okay. I'm going to
be guided by you.

A No,it's '83-'85 was The Hague, and then
'85 to middle of '87 or so was Shell Oil, and
then, then I went to Oman.

Q And soin '87 you went to Oman?

A Yes.

Q Okay, and how long were you in Oman?

0038
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A For nearly four years.

Q Approximately when did that position
conclude?

A In-- I think I said earlier March '91
when I moved to Aberdeen to Shell ExPro.

Q What was your position when you were in
Oman?

A Istarted as a, as a reservoir engineer,
and then after a year I became Team Leader. It
was called Area Team Leader for the Marmul area.
That's a geographic area within Oman. I think I
did that for one and a half years or so, and then
I became Operations Manager in -- for North Oman.
Oman was sort of operationally split in two areas,
and I moved -- my last position was Operations
Manager for North Oman.

Q You ever heard of the Yibal field or the
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Yibal field?

A Yibal field, yes. I remember it very
well, because when I was Operations Manager for
North Oman, I inaugurated, just for the fun of it,
Well 300 on the field, Well Number 300 which was,
for one field, quite a few wells, so -- that was
in North Oman, yes. It was one of the, the big,
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WALTER VAN DE VIJVER, January 31, 2007
big fields in Oman.

Q Were there any other big fields in Oman?

A Yeah. In total there were about six or
eight large fields in Oman. It was . ..

Q Do you recall the names of those fields?

A Now you're testing me. Lekhwair was
one. Yibal was one. Farut was one. Natih was
one. They were all in South Oman. South Oman had
a couple as well. One was Marmul I, which I
looked after. Another one was Nimr. I think
that's all of the -- how many have I got now?

Q A number. Six, seven.

A Yeah, I think that's it.

Q Okay. Now, with regard to --

A Oh, another one. Rima. That was also
South Oman.

Q Thank you.

Now, with regard to the restatement, do
you know if any of these fields had proved
reserves that were restated?

A Aot of them had proved reserves that
were restated, because there was a big number in
Oman. So I can't recollect the detail anymore,
but I assume, because the, the reserves, clearly

0040
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the vast majority was in these big fields. They
all to some extent must have been, been affected.

Q Do you recall, during the time that
preceded the announcements of the restatement,
reviewing proved reserves information concerning
the fields you just identified?

A No, no proved reserves, no. I did
expectation reserves. Expectation reserves I did,
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because there was a, there was a disagreement with

the government.

Q Why don't we talk about that for a
moment. What, what is this disagreement with the
government that you're referring to?

A In Oman there was an agreement,
contractual agreement with the Omani government
that part of the fee and, therefore, the revenue
that Shell would earn in Oman was linked to a
reserves fee, both in terms of reserves found
under mature exploration, and then both through
maturation of reserves in existing fields.

Just for clarity, this has nothing to do
with proved reserves. The Omani government didn't
work with proved reserves. This is on --
exploration is a totally different categorization

0041
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during the reserves, and on the Estimated Ultimate
Recovery fee, I think it was called the EUR fee,
related to existing fields that was linked to
expectation reserves.

Q Is there a difference between
expectation reserves and proved reserves?

A Yes.

Q What is that difference?

A  Well, I'm, I'm -- it all has to do with

the certainty around these reserves. All the, all
the business planning in terms of making a
business plan, doing your forecast, expenditure,
volumes, et cetera, is all done on expectation
basis and therefore also linked to expectation
reserves. Proved reserves is a separate
categorization that links to the definitions
around proved reserves and also comes back in your
financial calculations in terms of the
depreciation in terms of your investment activity.
Q So going back now to the disagreement --
A Oman does things -- just for clarity, in
Oman the government didn't use proved reserves,
they only used expectation reserves, and for a
depreciation there were fixed rules how

0042
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WALTER VAN DE VIJVER, January 31, 2007

depreciation happened, so totally separate from
any consideration on proved reserves.

Q So what was the disagreement between
Shell and the Omani government?

A There had been some field development
activity that had been prepared and had been
signed off, which meant -- was related to
incremental recovery in the Marmul field. I think
it was the Haima formation, and related to
incremental development activity in the Yibal
field, or development plans were executed, but
when these development plans got executed, they
didn't live up to expectation.

And clearly, because these development
plans had been prepared and had been signed off by
the relative parties, Shell had earned a fee on,
on those activities, and as ultimately these
developments didn't pan out as was predicted, the
Omani government felt that that had been
unjustified having paid Shell these fees. And one
of the first things I did with, with the Minister
of Oil and Gas is to agree that whatever Shell had
received on those would be refunded. Well,
actually that happened after the visit to me in
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Oman where I actually reviewed what had happened
on these particular fields.

Q Just so the record is clear --

A Yeah.

Q -- this disagreement that you just

testified about; when did this disagreement occur?
A I think that was already in 2001, around
September 2001.

Q And so the efforts that you just
described that you would undertake to go to Oman,
that occurred once you moved on to a different
position, because my questions were still with
regard to your time in Oman.

A Oh,sorry. We totally skipped fast
forward, right?

Q That's okay. So what position were you

Page 26 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/0 13 107wv txt (26 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

18
19
20
21
22
23
24
25

Case 3:04-cv-00374-JAP-JUJH  Document 365-2  Filed 10/10/2007
in at the time you were having these discussions

with the Omani government?

A This is all 2001 we're talking about.

Q Right. Okay. So what position did you
have at the time?

A Oh, at that time I was CEO for the
exploration and production business.

Q Okay. How would you describe the

WALTER VAN DE VIIVER, January 31, 2007
relationship between the Omani government and
Shell at the time you became CEO of exploration
and production?

A Very difficult.

Q And why is that?

A It's,it's -- maybe I can give you a
Iittle bit of context to, to understand it. PDO,
which is a government-controlled company in Oman

and very dominant in Oman, because it produces
about 90 percent of the total oil in the country,
so it 1s -- for the Omani government, it is
extremely important how that entity performs.

That company had had a extremely
successful track record for many, many, many
years. It started -- I think it starts somewhere
in the early seventies and sort of was able to
sort of year by year to increase production and
find additional fields and expand their production
capacity. And the Omani government, through that
process in terms of their international economy,
was heavily dependent on the performance of PDO as
a country, and the track record had been
absolutely amazing in terms of year by year being
able to increase production and et cetera.

0045
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It's -- at the time, um, I think around

2000, PDO was producing 850,000 barrels a day, so
it was a very large operation. For Shell equity,
of course, the majority part was much smaller, but
as a single operation it is a very large
operation, producing 850,000 barrels a day. At
the time when I arrived, there were clearly --
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there were some disagreements around the ability

to continue to maintain that production
performance for the decades to come.

And I had my first visit back in Oman I
think it was one of the first operating units I
visited, I think after Nigeria, I visited Oman in
the middle of June in 2001 to sort of reacquaint
myself with, with the company, and as part of that
process, I don't know whether it's that one or the
follow-up meeting exactly, I also met the Minister
of, of oil and gas.

Q Sois it fair to say that among the

reasons the relationship between the Omani
government and Shell was tense had to do with
production that Shell -- or that PDO was no longer
able to do?

MR. TUTTLE: Object to form.

WALTER VAN DE VIIVER, January 31, 2007
BY MR. HABER:

Q You can answer.

A There were a variety of issues that
played at the time. Some related to the Oman LNG
project, some related to the, to the performance
of, of PDO as a company.

Q What's the Oman LNG project that you're

referring to?

A Oman LNG is again a project that's,
wherein Shell was the technical advisor and
partner in of, of developing the upstream gas
resource or reserves of Oman and exporting those
to, to Japan and Korea.

Q And why was the Omani government upset
over this?

A Like everything else, which I think I
tried to put you a little bit of the context of
the history of the company, when -- and of course,
things went very well in Oman, and there was a bit
of a tendency of the Omani government saying,
well, look how great we have done, and if things
would not go so well, the first to sort of point
the finger at was Shell, because Shell was so
dominant in the country, and there, there had been
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some difficulties in the marketing of the Oman LNG
gas, that not all the volumes that were available
at that time were committed to the market, and
there were some issues around clearly the overall,
as I mentioned, performance of PDO.

Q Was this issue ever resolved?

A What issue?

Q The LNG.

A Yes.

Q And how?

A Because Shell was successful to
ultimately help Oman to market all the gas and
then later even added another train to the whole
project based on the Omani government initiative.

Q And when was Shell able to perform
those?

A 1,1don't know the exact dates. It was
not my part of, of the business, so I can't tell
you exactly when it happened.

Q Whose part of the business?

A Well, that is the gas and power
business.

Q Isee. Who was the head of gas and
power at the time?

0048

WALTER VAN DE VIJVER, January 31, 2007

A That was -- I think it was -- I'm not
sure. I think it was Linda Cook.

Q Who is Linda Cook at the time other than
being the head of gas and power?

A Linda Cook was someone that came out of
the Shell Oil organization, an American who moved
over. At the time that I moved to, to the U.S. to
take over as CEO of the exploration and production
business, she moved across to the what at that

time was called EP BusCom, EP Business Committee,
whatever they call it.
Q Do you know who she reported to in gas
and power?
A In gas and power? There were some
changes in the Committee of Managing Directors.

Page 29 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/0 13 107wv txt (29 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

17
18
19
20
21
22
23
24
25

Case 3:04-cv-00374-JAP-JUH  Document 365-2  Filed 10/10/2007
Up to early 2002, if I recall correctly, it was

Harry Roels, and thereafter it was Malcolm
Brinded.

Q Now, a moment ago --

A But there may have been an interim
period where I reported directly to Phil Watts,
because I think it was a bit of a gap between
Harry Roels leaving and Malcolm Brinded joining
CMD.
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WALTER VAN DE VIIVER, January 31, 2007
Q How would you describe the relationship
between Linda Cook and Phil Watts?
MR. TUTTLE: Object to form.
BY MR. HABER:

Q You can answer.

A 1think they, they got on very well with
each other.

Q Going back to your prior answer, you had
mentioned the LNG project as a source of I guess
being upset with Shell by the Omani government.
Another response you gave was the performance of
PDO. What are you referring to?

MR. MORSE: Objection to form.
BY MR. HABER:

Q You can answer.

A The Minister of Oil and Gas was not very
happy with the quality of work that was being done
by, by PDO.

Q And what did he say?

A He just -- he was -- his concern was
that some of the field development quality was not
there, that he felt that PDO did not have a real
good handle in terms of a future production
capacity, and he, he was just -- from his side, he

0050
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WALTER VAN DE VIIVER, January 31, 2007
was not sure whether, whether Shell was basically
paying enough attention to what he saw as sort of
emerging problems in PDO.

Q Did he mention anything about the
achievability of producing 850,000 barrels a day?

A Well, over, over time, that clearly
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became a very hot topic, because the production --

I don't know particularly at what point, but the
production slowly started to, to slide. And the
initial response from PDO to that, that
phenomenon, was something that they had done
successfully in the past, and it's to get some
additional drilling rigs and drill some more wells
to, to cover for that shortfall.

Q Had -- prior to your meeting with the
Minister of Oi1l and Gas, had someone from Shell
met with officials from the Omani government?

A Yeah, I learned that two weeks before 1
made my first sort of fact-finding visit to Oman.
Mark Moody-Stuart and the Jeroen van der Veer had
gone and visited Oman and had met with, with the
Sultan of Oman and had, had portrayed to him that
they had confidence that, that PDO would be able
to maintain its production capacity, 850,000

0051

WALTER VAN DE VIJVER, January 31, 2007
barrels a day.
Q After your visit in two weeks later to
Oman, did you reach a conclusion of whether that
850,000-barrel-a-day representation was reachable?
A Well, I'm -- I may be very smart, but I
can't in a two-day visit establish whether I think
that's possible. The only thing, I think if you
look at my visit notes, which I think were always
comprehensive, I was clearly -- I was concerned
about PDO, not forgetting, of course, I did it
with the mindset of having worked there in the
past where it was an extremely successful company,
and sort of talking to people there that I knew
from the past and sort of going around, I, I, I
left Oman being, being concerned about the overall
strength of the organization and their ability to
deal with what they had to deal with.
Q And that Trip Report reflected those
concerns?
A Yes.
Q Did you distribute the Trip Report to
anyone?
A Yes. I'm sure it went to Jeroen van der
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Veer and to Phil Watts.
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WALTER VAN DE VIJVER, January 31, 2007
Q Do you know if it went to anyone else?
A My organization, clearly. I mean the
first was to mostly distribute it to my
organization.
Q Do you recall distributing it to the
other members of the CMD?
A I'm not so sure in this case whether it
went beyond Phil Watts and Jeroen van der Veer.
We would have to look at documentation.

Q Who is Mark Moody-Stuart?

A Mark Moody-Stuart was the Chairman, and
Phil Watts took over Chairman from him on the
first of July, 2001.

Q And you mentioned Jeroen van der Veer.
Who was Mr. Van der Veer?

A Jeroen van der Veer was one of the Group
Managing Directors at that time, who, as part of
the structure we had at CMD, Group Managing
Directors would have, of course, their business
responsibilities, but they would also have a, a
regional responsibility.

Q Do you know what his regional
responsibility was at the time?

A At the time when -- I mean I don't know

WALTER VAN DE VIJVER, January 31, 2007
the history. I only know at the time when, when I
arrived at that CMD, he had regional
responsibility for the Middle East and the former
CIS and East Asia, which includes India and
Pakistan.

Q And within the region, was Oman the
largest operating unit?

A From an upstream perspective, it clearly
was the largest operating unit.

Q Have you, have you heard of the term
"creaming" before?

A T've heard of the word "creaming." I
think the word "creaming" was used in a creaming
curve when we talk about exploration prospects or
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16 when we talk about capital allocation.

17 Q Have you ever heard of a creaming

18 project in the context of exploration or

19 production?

20 A Well, not the way -- it doesn't ring a
21 bell the way you express it. Can you be more
22 clear.

23 Q Let me ask a different one. Have you
24 ever heard of a "sweet spot" project before?
25 A Sweet spot? No.

1 WALTER VAN DE VIJVER, January 31, 2007
2 MR. HABER: Okay. Why don't we take our
3 first break.

4 THE VIDEOGRAPHER: We are going off the
5 record. The time is 10:48 a.m.

6 (Whereupon, a short recess was taken.)

7 THE VIDEOGRAPHER: We are back on the
8 record. The time is 11:02 a.m.

9 BY MR.HABER:

10 Q Mr. Van de Vijver, why don't we --

11 A Why don't you just call me "Walter." It

12 sounds so formal.

13 Q It's on the record.

14 A Sorry.

15 Q Tapologize for the formality of the

16 whole process.

17 We will come back to this trip a little

18 bit later, but I want to finish up, if we can,

19 where we sort of let off, and that was your time

20 in Oman when you were working in Oman, and I

21 think, if I have the time correct, you said you

22 were in Oman for nearly four years; is that

23 correct?

24 A Yes.
25 Q And that took you to March of '91?
0055
1 WALTER VAN DE VIIVER, January 31, 2007
2 A Yes.

3 Q Now, what is the -- withdrawn. Is PDO

4 owned, wholly owned by Shell?

S A No. The government has a majority stake
6 init. Don't ask me to quote what the exact
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7 number is, but I think Shell had a 32 percent

8

stake in PDO. And then there was Partex, a small

9 Portuguese entity, had a few percent, and Total I
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think had five percent, but Shell was -- so Shell
was an, was an equity player in PDO, but it was
also a technical advisor to PDO.

Q Why, if you know, was there within Oman
a split between the north and the south?

A That was purely for operational
convenience. Oman is a very large-spread
operation. I think in total you talk about a
hundred fields production, and the split was sort
of halfway, but it also was a little bit of a
split, just purely an infrastructure, but most of
the heavier oil was in South Oman, and then North
Oman was the, was the lighter oil and the gas.

Q Did each half have its own manager that
reported to a single, say, you know, head or CEO
of Oman?

0056
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A Yeah, it all came together in one
organization, so, for instance, when I was Marmul
Area Team Leader, I reported in to whatever
manager in South Oman, but he would then
subsequently report in to overall petroleum
engineering manager, and when I was Operations
Manager North Oman, I was reporting to an
Operations Director who was responsible for the
totality of Oman, so it was purely a way to sort
of cut up the, the assets and the, and the
infrastructure.

Q And during your tenure in Oman did you
have any responsibility for the calculation of
proved reserves for Shell?

A Proved reserves, no.

Q Your only responsibility had to do with
expectation reserves?

A Yeah, yeah.

Q And with regard to reporting then, it
would only be with regard to reporting to the
Omani government?

A Yeah, internally within the, the
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company, yeah.

25 Q Within the company; you mean PDO?
0057

1 WALTER VAN DE VIJVER, January 31, 2007
2 A Within PDO. I was not involved with

3 even the reporting from PDO, for instance, into

4 The Hague. I was not involved in any of that.

5 Q So you had no involvement in the ARPR

6 process?

7 A Not, not directly, no.

8 Q Well, how about indirectly?

9 A Well, maybe because -- I mean clearly 1

10 was involved when I was a senior reservoir

11 engineer, I was involved in sometimes making a --

10
11
12
13
14

reviewing some notes that had been written on
specific assets that would be sent in a Note For
File purely for internal PDO reporting, but I was
never involved in whatever happened in terms of
collating these numbers or in terms of reporting
them to the Hague or whatever.

Q Ithink you testified earlier that in
March of '91 you went to Aberdeen?

A Yes.

Q And what was the operating unit that you
went to?

A That was called the Brent field unit.

Q Was that part of Shell ExPro?

A Yes.

WALTER VAN DE VIIVER, January 31, 2007

Q And you I believe testified that you
were there until February of '977

A Yes. That was an extremely good
learning experience in terms of continuity where
you could actually -- what not actually happens in
a Shell career you can actually follow through
from being involved in the planning and also being
involved in the execution.

Q So you were involved in business
planning while you were at Shell ExPro?

A For the, for the Brent field, only for
the Brent field, yeah.

Q Is there a difference between field
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development planning and business planning?

A Yeah, if you talk business planning,
it's around to the, the annual cycling of, cycle
of preparing your business plan and reviewing the
state of your business plan, reporting versus
targets, et cetera. When I talk field development
planning, it is the technical work that gets done
to actually plan the development of a particular
field.

Q Did you ever have any responsibility for
field development planning during any of your

0059

25

WALTER VAN DE VIJVER, January 31, 2007
stints at these Operating Units, such as say PDO?

A When I was team leader for the
Oman/Marmul area, as I mentioned to you earlier, I
was responsible for field development activities
in the Marmul area. I think actually during that,
that time, I was involved in preparing a couple of
field development plans.

Q What are some of the elements of a field
development plan?

A Elements of the field development plan
1S, 1s trying to get a, a feel for the, for the
recovery and production potential of the field and
then linking it with activity in terms of what
type of facilities need to be drilled, how many
wells need to be drilled, and the economics around
all of that.

Q Is it your understanding that before a
field can start producing, field development plans
have to be in place?

A Yes.

Q Now, I believe you said after the time
at Shell ExPro, you then became CEO of Exploration
and Production, correct?

A No, no. That was where I had the gas,

0060
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coal and power business, in between.

Q That's right. That's right. So you --
in '98 through 2001, that was the gas --

A No,no.
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Q Please forgive me.

A No, no. In February, I think it was

8 February '97, I moved over to gas and power in
9 London, and then in August 2001 I moved across to
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the United States, to Houston.

Q And in August 2001 when you moved to
Houston, the position you held was --

A CEO and President of SEPCo.

Q All right. Okay. When did you --

A Isitall clear? Am I confused now?

Q No, I thought you had become CEO --

A Oh, August -- August of '98. Sorry. My
correction. August '98 I went to Houston as CEO
and President of SEPCo, and then in June 2001 1
went across to the Hague as CEO for the Global
Exploration and Production Unit.

Q And how long were you in a position as
CEO of EP?

A From June 2001 until my sudden exit the
3rd of March 2004, March 3rd, 2004.

0061
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Q When you say "sudden exit," I take it
you weren't expecting to leave Shell at that time;
1s that correct?

A It was the biggest shock in my life,
totally unexpected.

Q Why was it a big shock?

A I, Ithought at that stage, having been
the driving force around this whole issue of
getting clarity around reserves, I thought I would
get a reward for it rather than getting something
happen to me like that.

Q Why don't you take us a little bit
through what had happened. How did you -- how was
it broken to you that you were being terminated
from Shell?

A T was --1 was just sitting in my office
on a Wednesday when we had a regular board
meeting, a conference. I was preparing my
material for that, for that meeting, which
included the close-out of the previous year, et
cetera, and suddenly two of the board members, Aad
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Jacobs, who was the Chairman, Royal Dutch, and

Lord Oxburgh, entered my office and asked to talk
to me.
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Q And was this on March 3rd?

A Yes.

Q Now, was this meeting with Lord Oxburgh
and Aad Jakob scheduled?

A No. Totally out of nowhere.

Q So what did they say to you when they
entered your office?

A They told me that they had lost
confidence in me and that they basically wanted me
to leave, resign.

Q Did they explain why they had lost
confidence in you?

A No.

Q What did you say in response?

A I was just totally -- I mean I just
broke down. I was just totally and utterly
shocked.

Q How long did the meeting last?

A Maybe two minutes.

Q So they just came in, said --

A Delivered the message, and they said
they would come back, because they, they wanted me
to sign a paper.

Q Did they say what paper they wanted you

WALTER VAN DE VIJVER, January 31, 2007
to sign?

A Well, that I would resign, that I would
leave, because they wanted to issue a press
release that day at 11:00 or something like that.

Q Did they come back with a Letter of
Resignation?

A Yes. I mean when that happened, the
first I did was, uh, was call my wife, and she,

she immediately came to the office. I was in a
pretty bad state then. I was just so deeply
shocked. I, 1 then -- did I contact John
directly? Because I basically was just so
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shocked, and, uh, and thereafter indeed some of

the other board members and people would come in
trying to basically get me to, to sign that note
and leave the office as quickly as possible. So
people like, like Ricciardi came in. I think John
Hofmeister came in. I think Jeroen van der Veer
came in. It was just all trying to put pressure
on me to, to sign the, the letter and to then pack
and leave.

Q Who is Mr. Ricciardi?

A He is one of the board members.

Q And who is John Hofmeister?

0064

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

WALTER VAN DE VIIVER, January 31, 2007
A The head of HR, Human Resources in
Shell.
Q And Jeroen van der Veer is the same
person you identified earlier?
A Yes.

Q How would you describe your relationship

with Mr. Hofmeister?
A Cool.

Q Why is that?

A It -- T always tried to keep him at a
distance. I did not have full confidence in him.

Q Why didn't you have full confidence in
him?

A Talways felt when, when, when I was in
his surrounding, that he somehow was trying to, to
manipulate events and influence outcomes.

Q Are there any particular instances that
you can recall?

A Often it had to do with, with people. 1
mean clearly, as HR person, he was trying to
influence my thinking about, judgment about people
or wanting to sort of help me scheming things I
had, and I always sort of wanted to have my own
judgment, and I never quite felt very comfortable
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with --

Q And you're referring now with regard to
personnel within your organization, the EP
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organization?
A Yeah.
Q When -- did the three gentlemen that you

8 1dentified -- Ricciardi, Hofmeister and van der
9 Veer -- did they come together to your office or
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separately?

A Separately. They sort of had, I guess,
sort of an agreed process of every half hour to
check in to me to make sure that I was making
progress 1n, in signing the letter.

Q Did you sign the letter?

A Yes. You can imagine at that time I was
just so shocked and so deeply, deeply insulted,
that -- what can you do?

Q Were there people within Shell who you
believed should have been terminated?

A That's not for me to judge.

Q Well, with regard to the, the whole
reserves issue that we're here for today, at the
time did you feel that there were people who were
responsible who should have been terminated?
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A Yes.

Q Who?

A Phil Watts and Judy Boynton.

Q Why did you feel that way about
Mr. Watts?

A I, T had the feel that, that clearly
with, with a lot of things I was dealing with,
were things that were from the time that he was,
uh, was running E&P.

Q Can you be a little specific.

MR. FERRARA: Objection as to form.

It's very ambiguous and vague. We know that this
1S an important area of the testimony. I think
these should be questions that are precise that
the witness can answer with respect to relating
facts into the record.
BY MR. HABER:

Q You said that you had a feel, you said,
with "a lot of things that I was dealing with."
What do you mean by that?
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A 1think we can -- as I mentioned, when I

took over E&P, there were a lot of things
operationally, organizationally, et cetera, that I
found in the business that I was not very happy
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with.

Q What sort of things?

A Ithink -- I mean generally in terms of
how the organizational structure was operating,
how we had made some choices in the, in the
portfolio; how we -- how the technical quality of,
of the organization was, was performing around the
strategy in terms of where we wanted to go. A
whole variety of, of business things.

Q And were these issues issues that you
communicated to Mr. Watts prior to your
termination?

A Thad been totally transparent in my
whole tenure in E&P about what issues -- the
answer is yes. I've been totally transparent
about the issues I was working and I was dealing
with over the tenure.

Q When you say "over the tenure," you're
talking beginning as early as June of 2001?

A Yes. There were things already that I,
very quickly after I arrived -- you mentioned
example in Oman on things that I was uncomfortable
with.

Q Now, you mentioned choices in portfolio.

WALTER VAN DE VIJVER, January 31, 2007
What did you mean by choices in the portfolio?

A A choice in the portfolio, I mean some
of the, the acquisitions that were made, that
didn't turn out as was hoped that they would turn
out, some of the strategic focus about where we
wanted to grow the business.

Q Did any of these choices have to do also
with bookings of proved reserves?

A No, initially that was not the first
thing I, I came across. I mean I think I -- the
1ssue around concerns around reserves started
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early 2002.

Q And generally what were the issues
surrounding your concerns around reserves?

A Those were issues that they came up
during the closeout report from Anton Barendregt
in 2001 which identified areas of, of exposure and
concern.

Q Do you recall what areas of exposure
were identified with Mr. Barendregt?

A Some related to, to specific projects.

Some related to Oman and Nigeria as a total
country.

Q And of course, with Oman you had already

WALTER VAN DE VIJVER, January 31, 2007
identified problems in your Trip Report; is that
correct?

MR. TUTTLE: Objection to form;
characterization of the testimony.

MR. MORSE: Same objection.

MR. DOWD: Answer the question.
BY MR. HABER:

Q You can answer the question.

A Sorry. Can you repeat the question
again.

Q Isaid with Oman you had already
identified problems in your Trip Report; is that
correct?

MR. TUTTLE: Same objection.

THE WITNESS: That's correct, but that
was not relating to proved reserves, just to
clarify.

BY MR. HABER:

Q It was a broader issue --

A Broader issues around the state of the
business.

Q Performance?

A Yes.

Q Production?

0070
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WALTER VAN DE VIJVER, January 31, 2007
A Production, but just quality of the, of
the overall operation, quality of the team, how

Page 42 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/0 13 107wv txt (42 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

4
5
6
7
8
9

Case 3:04-cv-00374-JAP-JUH  Document 365-2  Filed 10/10/2007
the company felt in terms of being well organized

and functioning.
Q And the Trip Report you distributed to
Phil Watts, correct?

A Yes, and Jeroen van der Veer.

Q Going back to the reasons why you felt
Mr. Watts should have been terminated, what other
reasons did you have for believing that?

A TI'd rather talk about myself than about
other people, if I may.
Q Well,if I could I'd like an answer.
I'd like to know what other reasons.
MR. DOWD: Answer the questions. You
don't have that liberty.
THE WITNESS: Okay.
MR. FERRARA: Could you repeat the
question.
MR.DOWD: Hang on a second.
(Discussion was held off the record.)
BY MR. HABER:
Q Going back to the reasons why you felt
Mr. Watts should have been terminated, what are

0071

1
2
3
4

5
6
7
8
9
10
11
12
13
14
15
16
17
18

19
20

WALTER VAN DE VIJVER, January 31, 2007
the reasons you had for believing that?
MR. FERRARA: Objection; ambiguous,
vague, calling for a narrative, not facts.
BY MR. HABER:
Q You can answer.
MR. DOWD: Answer the question.
THE WITNESS: 1,1 generally felt that
the company was not doing well under his
leadership.
BY MR. HABER:

Q And what reasons did you have for
feeling that?

A As I mentioned earlier, a lot of these
reasons related to how I felt the E&P business was
run before my time.

Q Were there other reasons than what you
mentioned a few moments ago?

A No. I always tried to keep a
professional relationship going.
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Q You referred to the E&P business under

Mr. Watts' leadership. When was he running E&P?
A From mid-'97 until June 2001.
Q Did any of the reasons that --

withdrawn.
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WALTER VAN DE VIJVER, January 31, 2007
Did the fact that there were a number of
bookings of proved reserves before they had
reached FID factor into your reasoning for why
Phil Watts should have been fired?
A No.
MR. TUTTLE: Objection to form. Assumes
facts not in evidence.
MR. MORSE: Objection.
BY MR. HABER:

Q You can answer.

A Tsaid no.

Q You mentioned Judy Boynton as someone
who you believe should have been terminated. What
reasons did you have for that feeling?

A I felt very uncomfortable during Project
Rockford.

Q And why is that?

A T didn't feel that the right questions
were being asked and that we were going through
the process as efficiently as we could have gone
through.

Q Can you elaborate a little bit more of
what questions did you believe should be asked or
should have been asked.
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WALTER VAN DE VIIVER, January 31, 2007
MR. TUTTLE: Mr. Haber, at this point as

we get into questions on Project Rockford, I'd
like to remind you and the witness that Shell has
not waived its attorney/client privilege with
respect to conversations that Mr. Van de Vijver
may have had with lawyers or seeking legal advice.
I would ask you and Mr. Van de Vijver both to make
sure that we stay away from those privileged areas
and that the company intends to assert its
privilege on this.
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MR. HABER: Okay.

MS. SENNETT: Objection to the form of
the question, too, if you're going to proceed and
answer.

BY MR. HABER:

Q Can you answer the question without
involving any counsel, any of Shell's counsel at
the time?

A Ithink I -- one of the things that I
did after this whole shock event at Shell, I wrote
a letter to my former colleagues in March 2004
where I tried to provide some of the overall
context, and particularly during Project Rockford
where I was, I was very worried about conflict of

0074
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WALTER VAN DE VIIVER, January 31, 2007
interest, I was very worried about this not going
quickly enough through the process of establishing
what the real -- getting out of this new knowledge
based on Oman and Nigeria, trying to get a full
understanding of, of the extent of our global
problem based on the findings, and getting to an
understanding about, given what we had about
addressing issues like restatement and revision

and doing that role as expediently as possible.
MR. DOWD: Let me make a statement for
the record on behalf of Mr. Van de Vijver with
respect to Mr. Tuttle's point. After Mr. Van de
Vijver was discharged, there were leaks out of the
Shell organization trying to defame him and
destroy him, and it had to do with Rockford, so I
think he's free to respond, and particularly the
March letter, if you could focus on that, but
there weren't any privilege with respect to the
leaks to defame him and make it appear that he had
done nothing to bring these matters to the
attention of the senior people in Shell, so I
object to the objection, and I think Mr. Van de
Vijver ought to be able to testify to these
matters.

0075
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WALTER VAN DE VIJVER, January 31, 2007
MR. HABER: Certainly from the
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plaintiffs' point of view, if the information was

leaked, then I would concur that there 1s no
privilege, because then that privilege would have
been waived.

MR. DOWD: Well, frankly, I don't know
what is privileged or is not privileged. I have
never been so advised, nor has Mr. Van de Vijver.
All T know is he was on the receiving end of false
and defamatory information from this company,
essentially destroyed the only asset he had, and
that's why he wrote the letter in March. So
perhaps we could focus on the March letter which
1s not privileged and contains the information I
think you have.

MR. HABER: We need to take a two-minute
break.

THE VIDEOGRAPHER: This marks the end of
Tape 1 in the deposition of Mr. Van de Vijver. We
are going off the record. The time is 11:35 a.m.

(Exhibit No. 1 was marked for
identification and attached to the deposition
transcript.)

THE VIDEOGRAPHER: This marks the

WALTER VAN DE VIIVER, January 31, 2007
beginning of Tape 2. We are back on the record.
The time 1s 11:42 a.m.

BY MR. HABER:

Q We have marked and handed to the witness
van de Vijver Exhibit 1. It's a letter from
Mr. Van de Vijver to his colleagues. It's dated
March 22, 2004. Its Bates number 1s LON0O1850017
through LON01850022.

Mr. Van de Vijver, have you seen this
letter before today?

A Yes.

Q Did you write this letter?

A Yes, with help from my, from my -- how

do you call it? Counsel. Attorney.

Q And what reasons did you have for

writing this letter?

A T was still very upset about what had

happened to me, which I considered totally unjust,
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and I, I felt -- particularly with all the things

that were in the news on this issue, I felt that I
had to explain to the, to the board and my former
colleagues at CMD what I thought was the
reflection of the facts.

Q Now, earlier I had asked you questions

WALTER VAN DE VIJVER, January 31, 2007
about why you believe Ms. Boynton should have been
terminated, and you identified one reason:

Because she wasn't asking the right questions. Is
there something in this letter where you discuss
that issue? And please take a moment to look at
the letter.

A Yeah. Now, what I tried to, to explain
here, first of all, is the sequence of events that

ultimately led to the realization in November 2003
that we had a big issue, and obviously that took
time, and I at all times shared with, with my
colleagues the progress in dealing with the
issues, the exposures and the general health of
the business. So I clearly felt that through my
frequent communication, both in terms of e-mails
as well as the formal notes to the CMD, that, that
my colleagues had been kept fully up-to-date on
the state of, of the issues. Clearly, in my role
I was not, not involved with, uh, with the group
or that committee, so that's -- I just shared
everything with, with the CMD.

Now, the reality was that in
November 2003 when I received unsatisfactory audit
reports on Oman and Nigeria, I was deeply
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WALTER VAN DE VIJVER, January 31, 2007
concerned that we now had a, a real disclosure
issue, and I got my staff to work on that whole
disclosure. I, 1 submitted a note to the CMD to
that effect on, on the 8th of December, 2003. 1
was advised, as soon as I had submitted that Note
For Distribution to the CMD, that, that the note
needed to be looked at and, uh, and was then
redistributed the day thereafter to CMD, and some

changes were made.
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Case 3:04-cv-00374-JAP-JUH  Document 365-2 Filed 10/10/2007
At the same time when all of this was

ongoing, there was a lot of work ongoing trying to
get to the full understanding about not only what
the real numbers should be on Oman and Nigeria,
but also doing a patrol to the rest of our

portfolio, very carefully with the limited number
of experts we had, to try to get to the full
understanding. At that, at that first CMD
meeting, I think it was December 9th, the process
was, was being taken over by, uh, by the Group
Chairman and the CFO, and I felt that that whole
process was, was very, very difficult, very tense,
and it, it led to, to ultimately the disclosure as

it was on the 9th of January. I felt the whole
process was a very tedious process.
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WALTER VAN DE VIJVER, January 31, 2007

Q And when you say "the Group Chairman,"
who are you referring to?

A Phil Watts.

Q And the CFO?

A Judy Boynton.

Q Now, if you look at Page 3, and I'm
looking at the paragraph that begins "Throughout
this entire process." Do you see that? It's on

the -- it's the fourth -- it's the third paragraph
from the bottom. The first sentence reads,
"Throughout this entire process, my attempts to
bring the reserves issues to management's
attention were met with resistance."

How were your attempts resisted?

A You have to see the sentence in the
context of, of the whole period that, that started
in, when we had the real understanding in
November 2003.

Q Okay, so in that context, in that
context --

A In that context I, I charged -- in
November I charged Coopman to prepare the staff
work to take the issue at that stage I think my
target to Conference on the 3rd of December, and

0080
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WALTER VAN DE VIJVER, January 31, 2007
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as you know, it, it took a long time to actually

get there. I mentioned earlier that, that the

process that happened on the 8th of December were
actually when I had the meeting with all my staff
on the 3rd of December to work this and get all

the necessary work done. Part of that work was,
uh, was taken away from E&P and was taken by Judy
Boynton, and therefore I had the original -- I had
the work scope for E&P reduced, and thereafter, as
you know, the process was, was totally taken over
by the Chairman and the CFO, and I -- that was the
start of, of Rockford.

Q Now, when you say that, that the work
scope was taken away from E&P, what did you mean?
What do you mean by that?

A There were, there were two issues to
work. First, there was the technical work, doing
the detailed review based on the SEC rules, what
the real numbers needed to be, but there was other
1ssue that related to how are we going to
externally disclose the numbers, and what are we
going to communicate and what are we not going to
communicate in that disclosure externally. And
the note to the Group Audit Committee was also
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WALTER VAN DE VIIVER, January 31, 2007
largely outside my hands.

Q Do you have an understanding as to why
Ms. Boynton had reduced the scope of work at EP?

A I think she, she felt uncomfortable with
the work done by Frank Coopman and wanted to have
a closer control on the end product.

Q And what is your understanding as to why
she had felt uncomfortable with the work done by
Mr. Coopman?

MS. WICKHEM: Object to form and

foundation.
BY MR. HABER:

Q You can answer.

A Her, her relationship with Coopman was a
difficult one.

Q Did someone tell you that?

A Yes.

Page 49 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/0 13 107wv txt (49 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

Case 3:04-cv-00374-JAP-JUH  Document 365-2 Filed 10/10/2007

19 Q Who?
20 A Judy Boynton told me that in many
21 instances.
22 Q Did Frank Coopman ever tell you he had a
23 difficult relationship with Ms. Boynton?
24 A Yes.
25 Q On how many occasions?
0082

1 WALTER VAN DE VIIVER, January 31, 2007
2 A Quite a few.

3 Q Who took over the work that was

4 earmarked or targeted toward E&P?

S MR. MORSE: Objection to form.

6 MR. TUTTLE: Same objection.

7 BY MR.HABER:

8 Q You can answer.

9 A There was Tim Morrison, the controller
10 group working for Judy Boynton.

11 Q Now, who is Tim Morrison?

12 A The Group Controller.

13 Q And who did Tim Morrison report to?
14 A Judy Boynton.

15 Q Have you heard of a "dotted line

16 reporting" within Shell?

17 A Yes.

18 Q And what is your understanding of a
19 dotted line reporting?

20 A In this particular case it means that

21 the CFO of E&P has a dotted line reporting

22 relationship to the Group CFO.

Q And the opposite or I guess the other
type of reporting is a straight line reporting?
A Yes, straight line reporting to me of

WALTER VAN DE VIJVER, January 31, 2007
Frank Coopman.

Q How did you react when Ms. Boynton had
reduced the scope of work that EP was supposed to
be doing?

MS. WICKHEM: Object to form and
foundation.

THE WITNESS: Well, I know we had a
discussion about it at that time, and in the end
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of the day she is the Group CFO, so she has the

right to do that, and for us it was important to
make sure that we were getting the right numbers,
so in the end of the day you work within the
organization that is there.
BY MR. HABER:

Q And you said you had a, a discussion
with her. Was this a face-to-face meeting?

A Yes.

Q Do you recall when this meeting took
place?

A Tthink it was either the 4th or Sth of
December.

Q And where was the meeting held?

A In London.

Q And why was it held in London?

WALTER VAN DE VIIVER, January 31, 2007
A She is based in London, and it was part
of the CMD system. We had offices on both sides,
so I also had an office in London, and I would be
there on a regular basis.
Q Was anyone else present during this
meeting?
A No. Ithink it was just between Judy
and myself, whereafter a note was issued to
clarify who was going to do what work.

Q Other than the reduction in the scope of
work to EP, are there any other instances where
you believe you met with resistance with regard to
Ms. Boynton?

A Well, there was a lot of argument at the
time as well about whether this was going to be a
revision or a restatement. We in E&P believed it
was pretty clear-cut that this needed to be a
restatement.

Q And why did you believe it needed to be
a restatement?

A Because it affected things that -- in
the strict adherence with the knowledge we now had
at the time of SEC rules, it was not related to
new learning in that particular year, but it was

0085

Page 51 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt (51 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

1
2
3
4
5
6
7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Case 3:04-cv-00374-JAP-JUH  Document 365-2 Filed 10/10/2007
WALTER VAN DE VIJVER, January 31, 2007

something that in the past, based on using the
Shell guidelines, has been done incorrectly.

Q What was Ms. Boynton's position?

A She very much believed it to be a
revision.

Q Did she ever express to you why she
thought it should be a revision?

A A revision is an easier route, because
you don't have to readjust all your prior year
results as part of that process.

Q Did she say anything else?

A No, not that I recall.

Q Now, you understand that in January the
first announcement that Shell made referred to a
recategorization of proved reserves; do you recall
that?

A Yes.

Q Do you recall any discussion over
calling the restatement a recategorization?

MR. TUTTLE: Object to form and
foundation.

THE WITNESS: Irecall that in early
January, John Darley and myself prepared a note
that tried to, to provide the rationale that this

0086

WALTER VAN DE VIIVER, January 31, 2007
was, was a restatement in our, in our position,
but ultimately it was decided in London that it
was going to be a recategorization. Sorry. I
have difficulty pronouncing the word.

BY MR. HABER:

Q Don't worry. It doesn't flow off my
tongue either.

Do you recall when this was decided in
London?

A A couple of days before the press

announcement.

Q A couple of days before the first

announcement in January of 20047

A Yes.

Q Were you in attendance during this

meeting?
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MR. TUTTLE: Object to form.

THE WITNESS: Not that I recall.
BY MR. HABER:
Q Did someone report to you what had been
decided?
A Yes.
Q Who?
A Ithink I remember receiving that from

WALTER VAN DE VIIVER, January 31, 2007
Mary Jo Jacobi.

Q And who is Mary Jo Jacobi?

A She was the head of our External Affairs
or Public Affairs, one of the two departments.

Q Did she say she was in attendance at a
meeting where this decision was made?

A Not that I recall. I think this was an
e-mail that I saw.

MR. HABER: Let's mark as Exhibit 2 an
e-mail string, and while you take a look at it,
I'll identify it for the record.

(Exhibit No. 2 was marked for
identification and attached to the deposition
transcript.)

BY MR. HABER:

Q TI've just marked as van de Vijver
Exhibit 2 an e-mail string, the last of which is
from Mr. Van de Vijver to John Darley and Frank
Coopman. It's dated December 29,2003. The Bates
number is V00010584 through VO0010587.

Mr. Van de Vijver, have you seen this
document before today?

A Yes.
Q Before I ask you the question about this

WALTER VAN DE VIIVER, January 31, 2007
document, I just wanted to go back to your
understanding of the use of the word
"recategorization." Did you have an understanding
after learning from Ms. Jacobi why the term
"recategorization” was chosen?

A My understanding, it meant that
therefore it could not be interpreted just as
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something --

THE REPORTER: As either a what or a
restatement?

THE WITNESS: A revision or a
restatement.
BY MR. HABER:

Q Did Ms. Jacobi say anything about the
impact on the market that the term
"recategorization" would have?

A No.

MR. TUTTLE: Objection to form.
THE WITNESS: No.
BY MR. HABER:

Q Did Ms. Jacobi say anything to the
effect that a recategorization would be received
by the market better than a restatement?
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WALTER VAN DE VIIVER, January 31, 2007
MR. TUTTLE: Objection to form;
foundation.
THE WITNESS: No.
BY MR. HABER:

Q Now, looking at this document, you --
the last e-mail is from you to John Darley and
Frank Coopman. Who is John Darley?

A John Darley is -- was reporting to me.
He was the head of Technology, and he was my
Designated Focal Point in Project Rockford.

Q And when you say your "Designated Focal
Point," 1s that for EP?

A Yes.

Q And was there more than EP involved in
Project Rockford?

A Well, there was -- an organizational
structure was set up for Rockford, which clarified
who were the focal points for the various
organizations whilst we were working through this
process, and I felt strongly that John Darley was
the best candidate from the E&P side.

Curtis Frazier was my, my, was my legal
counsel for E&P; was also closely involved, on the
technical side, John Darley was leading the effort
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WALTER VAN DE VIJVER, January 31, 2007

and coordinating the activity.

THE VIDEOGRAPHER: If you could just
adjust your microphone really quick. It's about
to fall off your tie.

THE WITNESS: All right.

THE VIDEOGRAPHER: Thanks.

BY MR. HABER:

Q What other organizations were part of
Project Rockford?

A Public Affairs, IR, Legal, the finance
organization from, from Judy Boynton, obviously.
There was an organizational structure defined in
that time.

Q Who was the Focal Point for Investor
Relations?

A Simon Henry.

Q And who was Simon Henry?

A He was head of Investor Relations and
reported in to Judy Boynton.

Q And who is the Focal Point for Public
Affairs?

A That was Mary Jo Jacobi.

Q Okay, and in the organization, all of
these little separate organizations, did they

0091
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report to one person or persons at the top?

A Yes. Ultimately they all reported in to
Phil Watts.

Q Do you know at the time that, at the
time that Rockford was started, if anyone was
urging an independent review of the reserves
1ssues?

A So you mean independent outside the

company, Or --
Q Well, let's take within the company.

A Within the company?

Q Other than being headed by Phil Watts.
MR. TUTTLE: Objection to form;
foundation, characterization.
THE WITNESS: Project Rockford was
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launched by Phil Watts on that first CMD meeting

the 9th of December.
BY MR. HABER:

Q Okay. Now, let's take externally. Did
anyone advocate an independent review of the
reserves?

A Yeah, but I was not involved in those
discussions. They took place separately with the
Group, Group Audit Committee and the Group

0092

25

WALTER VAN DE VIJVER, January 31, 2007
Conference.

Q Going back, if we can look at Exhibit 2
for a moment, do you recall why you sent this
e-mail to Mr. Darley and Mr. Coopman?

A Well, this was part of our internal
debate, and I think there are a couple of more
e-mails at the time where I -- and I mean I
clearly was not an expert in this issue. I was
trying to get an understanding based on the rules
as they were, and that's why I asked originally
Judy Boynton the question about how this is worked
and got this feedback from Tim Morrison. And
ultimately from my interpretation of his notes, I
concluded it had to be a restatement.

Q And that's reflected in the note that
you wrote to them that says, "Looks that we are
more in hindsight mode number 2"?

A Yeah, but there were some separate other
notes as well to that effect.

Q Right, okay. Just so you know,
throughout these proceedings, we'll be coming back
and forth to this letter, so --

A Okay.

Q --Tjust want to let you know to keep

0093
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it handy.
Other than Ms. Boynton and Mr. Watts,
was there anyone else you felt should have been
terminated as a result of their role in the

reserves recategorization?
MR. MORSE: Objection to form;
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8 mischaracterizes prior testimony.
9 BY MR. HABER:

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Q You can answer.

A No.

Q TI'dlike to -- just so you know where
we're going to go, I'm going to take you now to
when you first started as head of EP, CEO of EP.

When did you first learn that you were

appointed or selected to become the head of EP?

A I think that there was a two-step
process. I was -- in December 2000 I was asked to
become a member of the Committee of Managing
Directors, but it was not until February 2001
somewhere -- I don't know the exact date -- where
I was advised what my role would be.

Q Let's take the December 2000. Who asked
you to become a member of the Committee of
Managing Directors?

0094

WALTER VAN DE VIJVER, January 31, 2007

A Mark Moody-Stuart.

Q And did he explain to you why you were
being invited to join the CMD?

A I, Idon't exactly recall the, the
conversation. My head was spinning a little bit
at that time. I had not expected it to happen at
that time.

Q And at this time you were still at

SEPCo, correct?

A Yes.

Q I got it right this time.

A It was after -- it was after a, a --
what do you call it? In a regular meeting, I
think, of the, of Conference where I had been
presenting a project.

Q So you were advised during a
presentation?

A No, after, after, after the meeting.

Q TIapologize.

Did Mr. Moody-Stuart say anything to you
about becoming a candidate for the position of
head of EP?

A No. Ithink at that time he merely said
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25 that the normal process would be that somewhere

0095
1 WALTER VAN DE VIIVER, January 31, 2007

2 early in the year there would be discussions about
3 how the portfolio would be distributed.
4 Q Did you request to be considered as a
5 candidate for the position as head of EP?
6 A At that time?
7

8

Q Yes.
A No.
9 Q So if you didn't request, someone
10 nominated you?
11 MR. TUTTLE: Objection to form.
12 BY MR. HABER:
13 Q Do you know if someone nominated you?

14 A I'm--Idon't know how that process

15 ultimately works. I was not privileged to it. I

16 think I'm -- I may have made the remark somewhere
17 early in 2001 to Mark Moody-Stuart that I would be
18 very interested in the E&P business.

19 Q But at that time did you mention that

20 what you meant was to be the head of the business?

21 A Yeah, yeah. No. Clearly. Sure, but I

22 don't --

23 Q I'msorry.

24 A He didn't give me any indication one way
25 or another.

0096
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2 (Discussion was held off the record.)

3 BY MR. HABER:

4 Q Do you recall having discussions with

S anyone other than Mr. Moody-Stuart about an

6 interest you had in becoming the head of EP?

7 A No,Ido not recall.

8 Q Do you recall having any discussions

9 with Phil Watts about becoming, you know, becoming
10 the head of EP?

11 MR. TUTTLE: Same time period?
12 MR. HABER: Yes.
13 THE WITNESS: I do not recall.

14 BY MR.HABER:
15 Q Now, you said that it was not until
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16 February of 2001 or so where you were advised of

17 what your role would be. What did you mean by
18 that?

19 A In the CMD the various portfolios in
20 terms of the businesses -- gas and power,
21 chemicals, exploration and production and oil
22 products -- are distributed amongst the various
23 members of the Committee of Managing Directors,
24 plus allocation of some of the staff functions,
25 plus some of the regional responsibilities. And
0097

1 WALTER VAN DE VIIVER, January 31, 2007
2 when there is a change in the committee, then
3 there is a change in the allocation of roles.
4 Q And what role were you assigned?
5 A T was given the role of CEO of the
6 exploration and production business, and I was
7 given the regional role for Latin America and
8 Africa.
9 Q And within that region, Latin America

10 and Africa, did you have any responsibilities for
11 monitoring the activities of the operating units

12 within that region -- those regions?

13 A Yeah, but very much on a light touch

14 basis. I mean the businesses are directly

15 responsible for running the business, ensuring the
16 performance of the business. As Regional Managing
17 Director, you care more about the reputation of
18 the business, relationships with key

19 stakeholders -- for instance, the government --
20 and relationships with the country chairpersons in
21 that country, to make sure that they feel able to
22 do their job and have the right sort of check and
23 balances in place.
24 Q What is a country chairperson?
25 A A country chairperson is the most --
0098
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2 appointed most senior Shell person in a particular
3 country.

4 Q And was there a chairperson for Nigeria?
5 A Yes.

6 Q Who was the chairperson at the time that
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we're talking about, February of 20017

A Ron van den Bergh.

Q Did Mr. van den Bergh remain the country
chair throughout your tenure as head of EP?

A No. He moved -- somewhere during my
tenure he actually moved to become one of my
Regional Business Directors on the EP ExCom,
somewhere around the summer 2003, if I recollect,
when he took over from Din Megat, who then
retired.

Q And who succeeded Mr. van den Bergh as
chairperson for Nigeria?

A That was Chris Finlayson.

Q Do you know where Mr. Finlayson had come
from prior to succeeding Mr. van den Bergh?

A Yes. He was the Managing Director for
Shell in Brunei and also country chair.

Q Now, is there a difference between a
Managing Director and a Regional Business

0099
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Director?

A A Regional Business Director has
responsibility for -- are you talking about now my
EP ExCom, or are you talking about a Group
Regional Director?

Q I was referring to the Regional Business
Director that is a member of the ExCom.

A Okay. So the Regional -- the Regional
Business Director has responsibility for a
particular region, and someone sitting in a
country only has responsibility for the country

where he is located. And job titles, yeah, were
not always totally consistent, some clerical,
sometimes chief executive, some managing
directors, whatever was sort of the, sort of local
custom.

Q So a managing director in some operating
units could be the Regional Business Director?

A No. Well, that's, that's, that's
what -- that was one of the changes I made at the,
at the end of 2003, and we had the transition in
2003 when we actually created an organization
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where we wanted to get more hands-on to the

operation, and some of the Regional Business
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WALTER VAN DE VIJVER, January 31, 2007
Directors would actually physically sit in a
location. So my Regional Business Director then
for Africa actually sat in Nigeria, for instance,
for the Middle East ended up sitting in Dubai.

Q So prior to this change in the
organization, the Regional Business Directors sat
where?

A Regional Business Directors sat in The

Hague.

Q In the Center?

A In the Center.

Q Do you know if there was anyone else who

was a candidate for the position of head of EP?

A No. I,Idon't know, but I can guess

there were others, and when it comes to the, to

the Committee of Managing Directors, another
choice with respect to a history and experience
would have been Harry Roels, who also came from --
most of his career was spent in the E&P business.

Q And at the time you joined the CMD, who

was the chairman of the CMD?

A Phil Watts.

Q Do you know if Mr. Watts had any input

into your appointment?
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WALTER VAN DE VIJVER, January 31, 2007

A Tdon't personally I don't know,
but ...

Q Did anyone ever tell you that he did?

A No.

Q Was Mr. Watts scheduled to retire at
some point, if you know?

A Well, when I was still within Shell,
there was a mandatory retirement age of 60, so I
think on that basis -- I can't be sure. I think
Phil Watts would retire in the middle of 2005.

Q Did Shell have a succession planned for
Mr. Watts?

A TI'm not the one to be able to answer
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that.

Q Were you interested in succeeding
Mr. Watts as chair of the CMD?

A Yes.

Q Do you have an understanding that being
head of EP was a footstone for becoming chair of
the CMD?

A I well understood that my two
predecessors had gone through the same route, so
yes.

Q Do you know who a Mr. Loudon is?
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WALTER VAN DE VIJVER, January 31, 2007
A Yes.
Q And who is that?
A He is one of the board members of Royal
Dutch/Shell, so he sat at Conference.
Q Do you recall having any discussions
with Mr. Loudon about becoming the head of EP?
A Becoming the head of EP? No.
MR. HABER: This is a good time to
break.
MR. DOWD: Good.
THE VIDEOGRAPHER: We are going off the
record. The time is 12:26 p.m.
(Whereupon, the lunch recess was taken.)
THE VIDEOGRAPHER: We are back on the
record. The time is 1:20 p.m.
BY MR. HABER:

Q Good afternoon, Mr. Van de Vijver. I'd
like to talk to you now about what had happened
when you became the head of EP, so my first
question to you is: Was there a transition period
between you and Mr. Watts?

A There was no real transition period. I
had a, a couple of, of meetings with him, and the
sort of formal handover happened at a group
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leadership meeting in Houston in the end of May in
2001, and then I became the CEO of E&P in The
Hague in June. Somewhere in early June I moved my
family to come across with us.
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Q Why is it the handover, the formal

7 handover occurred in Houston?

8

MR. FERRARA: Objection as to form;

9 foundation, calling for lay opinion.

10
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THE WITNESS: That was pure --
BY MR. HABER:

Q You can answer.

A -- coincidence, because there was an
annual group leadership meeting taking place in
Houston which incorporated a meeting with all the
senior E&P people as well.

Q Was the handover planned for this group
leadership meeting?

A It was intentioned that that was the
last meeting for the E&P leadership forum where
Phil would have the forum and that I would take it
on from there onwards.

Q Did Mr. Watts make an announcement that
you were succeeding him at the meeting?

A Yes, and he handed over part of the

WALTER VAN DE VIIVER, January 31, 2007
agenda to me.

Q What is a group leadership meeting?

A A group leadership meeting is an event
that started many, many years before my time,
where the senior persons in the group would get
together twice a year to basically discuss the
state of the group and whatever group initiatives
were, were happening at that stage. So that could
vary from the top 700 to the top 500 of the
company.

Q Do you know if any external participants
are invited to these group leadership meetings?

A Generally no, but sometimes some
external parties would be invited to make a
presentation.

Q What type of external party would be
invited?

A Iremember at one occasion there was a
presentation from someone from an investment bank
that would make a presentation about sort of their
perception of Shell, and I think we also sometimes

Page 63 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt (63 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

Case 3:04-cv-00374-JAP-JUH  Document 365-2  Filed 10/10/2007
23 had a CEO of another company to make a

24 presentation.
25 Q Do you recall at the group leadership

1 WALTER VAN DE VIJVER, January 31, 2007
2 meeting where the formal handover occurred, if
3 there were any external participants?
4 A No.
S Q Do you have an understanding as to why
6 the meeting was held in Houston?
7 A 1, I think it sort of has grown

8 historically. I mean I think the most important

9 part was that there was an extremely good facility
10 there, a very large facility there in Woodland, I
11 think it is called, in Houston that was used when
12 Shell Oil for many, many years for training, and
13 it has a very large accommodation to it, so just a
14 convenient area. And it also -- as part of the

15 whole globalization effort, it is also part of

16 saying rather than people, the senior people,

17 which are many in the U.S., always traveling to
18 the other part of the world, once a year we would
19 have it in Houston. The other meeting would

20 always be somewhere else.

21 Q When you say "the other meeting" --

22 A These meetings occurred twice per year,
23 so one would be held in Houston, another one would
24 be held in Maastricht or in Paris or in London or
25 the Netherlands.
0106

1 WALTER VAN DE VIJVER, January 31, 2007
2 Q Just to be clear, I think you referred

3 to the facility as "Woodland." Is it Woodcreek?
4 A No. Woodcreek is the name of an office.
5 No, Woodland is sort of out of town. I think it

6 is called the Woodlands, yeah.
7

8

Q Okay.
A Not an office.
9 Q Okay.
10 A Itis a pure training and convention
11 center type of facility.
12 Q Earlier you mentioned that there was an

13 investment banker that attended one of these
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meetings?

A Yeah.

Q Do you recall which meeting that was?

A No, I cannot, not be sure. I know who
it was, but I would not be able to recall
whether -- what location it was.

Q And who do you recall the investment
banker was?

A It was Chang Su Yun. He was from
Goldman Sachs.

Q And do you know where he was based?

A In New York.

WALTER VAN DE VIIVER, January 31, 2007

Q And you don't recall the date of this
meeting?

A No. AsIsaid, I've been to so many of
these meetings, I really -- I cannot be sure.

Q Do you recall if this meeting where the
investment banker attended occurred during your
tenure as head of EP?

A No. I think it was before then.

Q You think it was while you were head of

SEPCo?

A Yeah, or even earlier, when I was CEO of
Gas and Power. I'm sorry. I can't really
recollect that one.

MR. DOWD: That's all right.
BY MR. HABER:

Q Now, going back to the handover period,
did you have any meetings with Mr. Watts about
what you could expect as head of EP?

A Thad -- I think, as I said, I recall
two meetings with Watts where he would sort of do
a tour of the globe and give me a general
impression of what activity was ongoing, very much
focused around new business development
activities.

0108
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Q During these meetings did he mention any
past bookings?

A No.
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Q Did he mention any operating units that

6 may have issues that you should draw your

7
8
9
10
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attention to?

A No, but I do think he, he thought it
would be a good idea if I would, sort of early on,
would visit Nigeria, because that was clearly an
area that he had worked in the past, and he
considered very important, and I personally had
never worked there, so . ..

Q Did he give any other explanation as to
why he thought you ought to consider visiting
Nigeria?

A No, just a general familiarization with
the business.

Q And in discussing Nigeria, did he
identify a particular operating unit within
Nigeria that you should visit?

A No. It was more in a general sense,
knowing there were two operating units there, SPDC
and SNEPCO.

Q But he didn't say which one you should
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visit?

A (Shakes head.)

THE REPORTER: Was that a no?
THE WITNESS: That was a no. Sorry.

BY MR. HABER:

Q Did he mention Gorgon at all?

A No.

Q At that -- prior to that time had you
ever heard of Gorgon?

A Yes.

Q And how is it that you heard about
Gorgon?

A Theard about Gorgon for the first time
when I was CEO of Gas and Power.

Q And when did you -- when is this first
time that you have this recollection?

A Well, Idon't know the exact time, but
as part of my handover for my job as CEO of Gas
and Power, I visited Australia fairly early on
when I was in, in that new job, because there were
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two important parts. Australia also had the vast

majority of the coal business of Shell, so 1
remember spending a whole week in, in Australia
visiting every single Shell mine that Shell had,

0110
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and probably also visited the Northwest Shelf
facilities.

Q And where is the Gorgon reserve located?

A Offshore, the Northwest Shelf. I don't
know what exact -- is it called Western Australia?
I guess it's Western Australia, yeah.

Q Well, during your visit to the Northwest
Shelf, do you recall visiting the Gorgon field?

A No,no. Ididn't go offshore at all. I

visited the LNG facilities of the Northwest Shelf.

Q And where --

A Karata, I think it's called.

Q Did you visit with anyone at SDA, which

1s Shell's operating unit in Australia?

A Tcan't recollect. I mean we're talking

ten years ago. Irecollect spending a week with

Roland Williams, who was then the CEO and Chairman
of Shell Australia, but I can't quite recollect

who I all met or not met during that, that time.

Q Do you recall having any discussions

about the Gorgon fields at all?

A I'm sure it was, was mentioned during

that time, but I, I don't have any direct
recollection of what type of discussions.
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Q Do you recall any discussions about the
market for the gas that Shell intended to sell at
that time?

A No, I don't have direct recollection of,
of those discussions.

Q Do you recall any discussion about the
Asian market collapse during your visit?

A No. That would have not have occurred
in, uh, in '97, because that collapse, I don't
know exactly when it was. I think it was later.

Q So you recall this being around 19977
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A Well, that's when I became CEO of Gas

and Power, and I know, because of my portfolio,
that Australia must have been one of the first --
together with Japan, must have been one of my
first visits that I, I did.

Q You mentioned that you had two meetings
with Mr. Watts. Do you recall over the time
period in which these meetings occurred?

A Ithink I had one dinner with him
somewhere early in May, and then the actual
breakfast meeting in, in Houston during this group
leadership meeting.

Q And again when was this group leadership

WALTER VAN DE VIIVER, January 31, 2007
meeting?

A Somewhere in the second half of
May 2001.

Q Other than these two meetings, can you
think of any other communications that you had
with Mr. Watts concerning the transition into the
CEO position of EP?

A No, but he would -- as we got closer to
the date, he would copy me on, on some trip
reports that he had, and he would -- he sent me
the, the staff reports, I call it, the staff

appraisals of his people at EP ExCom.
Q Do you recall what trip reports he had
copied you on?

A If you can find something, then I'm
happy, but I wouldn't be able to recollect that.

Q Okay.

A Butit's -- I did not get any beyond
what I mentioned on some of these e-mails and on,
uh, on the staff appraisals as part of the
closeout. I did not receive any other handover
documents.

Q Did you request any documents from
Mr. Watts?

0113
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A No.
Q Did you review any files during this
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transition period?

A No,I-- when I came to the Hague, I
arrived in an empty office, and I spent time with
the people around me to give me a briefing and get
me up to date on the state of the business.

(Exhibit No. 3 was marked for
identification and attached to the deposition
transcript.)

BY MR. HABER:

Q We've marked as van de Vijver Exhibit 3
an e-mail from John Darley to Lorin Brass, among
other people. It's dated August 5,2001, unless
you can correct me, if it's the other way, May 8,
2001. There's no Bates number on this. This was
produced in the native drive. It has a document
identification number in the upper left-hand
corner that says number "100214396: First meeting
with Walter."

Have you seen this document before
today?

A No.

Q Now, I recognize that your name is not

WALTER VAN DE VIJVER, January 31, 2007
on this e-mail, but I asked, because perhaps you
might have seen it during your tenure.

A No.

Q The reference in this document is a

first meeting with you --
A Uh-huh.

Q -- with it looks like a number of

people, including Lorin Brass, John Bell, Fons
Claessen, Aidan McKay, Serge Leijten and Mark
Leonard.

Do you recall meeting with these people?

A Trecall having a few meetings early on,

sort of the central strategy and planning people
in Lorin Brass' organization to get a feel for,
for the overall business.

Q Who is Lorin Brass?

A Lorin Brass was my director, responsible

for new business development strategy and
planning.
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Q How would you describe the relationship

you had with Mr. Brass?
A Very good.
Q And just so the record is clear, the
date -- is this May 8, 2001, or is this August 35,
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WALTER VAN DE VIIVER, January 31, 2007
2001? Don't know?

A Well, I can't be sure, but if I think
it's the first meeting, then it probably must have
been in May, because if it was the first, I have
to assume it is May.

Q Well, I'd like you to -- I'd like you
to -- also, before we do that, who 1s John Bell?

A John Bell reported directly to Lorin
Brass and was the head of Planning and Strategy.

Q Now, I'd like you to take a look at --
I'm going to call them bullet points. They're
actually dashes, but if you take a look at the
third bullet point, the one that reads, "he picked
up on the aggressive targets for production in
BP00, commenting particularly about the
significant early contribution from strategic
options." Do you see that?

A Uh-huh.

Q Do you recall the discussion that
surrounded this statement?

A No, not directly, but if I, if I read
the terminology, "strategic options" must be
related to production linked to new business
development.
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Q What are strategic options?

A These are -- it's a combination of, of
activities that staff would be working to create
new business, from opening a business in a new
country or bringing an additional project into the
portfolio.

Q And with regard to the earlier part of
the statement about "aggressive targets for
production," do you recall any discussion about
that?
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A This is a team that sort of came back

when we started building the business plan for the
following year, and here I guess they were giving,
giving me, giving me an overall update in terms of
the business, to get me up to speed.

Q And do you remember any discussion about
production targets?

A Well, if they showed me the business
plan, they must have talked about production
targets.

Q Are production targets included in the
business plan?

A Yes.

Q And do you recall any discussion about

WALTER VAN DE VIJVER, January 31, 2007
those targets being aggressive?

MR. FERRARA: Asked and answered.
BY MR. HABER:

Q You can answer.

A Not particular recollection from this
particular meeting, but I remember having many
follow-up discussions as we prepared the business
plan for the next year.

Q And in those follow-up discussions do
you recall any discussions concerning production
targets being aggressive?

A Yes, and that ultimately led to whether
the process we went up with all the learning we
had later in the year to lower our production
growth target.

Q And what was the production growth
target that was reduced?

A Idon't,Idon't recall the exact
definition, but there was a growth production
target, there was a sort of window around it of
five percent, and I, I reduced that production
growth target -- based on all the learning we had
over the following months, as part of my due
diligence I reduced the growth target to three
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percent.
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Q We'll cover the events that relate to

that in a few moments.

The -- if you jump down to the bullet
point that says, "He showed concern at the trends
around reserves replacement," do you recall a
discussion around Shell's Reserves Replacement
Ratio?

MR. TUTTLE: Objection; characterization
of the document.

THE WITNESS: I do not directly recall
this particular discussion, but I assume that they
showed me some graph to show reserve replacement
over, over the years.

BY MR. HABER:

Q And what do you understand "reserve
replacement” to mean?

A Normally when we talk about reserve
replacement, we talk about the proved reserves
replacement or the percentage of reserve you
replace relative to the annual production in that
year.

Q And is that reflected in a percentage
that's referred to as the "RRR" or "Reserves

0119
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WALTER VAN DE VIIVER, January 31, 2007
Replacement Ratio"?

A Yes.

Q And periodically throughout these
proceedings I may refer to it as "RRR."

Now, if you go down to the next bullet

point, it says, "He showed some concerns at our
lack of focus." Do you recall any discussions on
this 1ssue?

A No. Idon't have any direct
recollection of this discussion. I want to help,
SO ...

Q It's okay.

If you turn the page, the next sentence
says, "My feeling was that he recognizes a need to
prepare for 'spinning the problem away' at the
right moment (December analyst briefing?) and
would be prepared for a '3-month hit" on our
reputation/stock price (a la BP and their climb
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down on production targets)."

Do you recall any discussion on the
issue I just read into the record?
A No, but I think the general part of --
this 1s my first sort of due diligence visit on
E&P, and I like to professionally deal with the

0120
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facts, whatever the facts tell me.

Q During meetings with your staff, did you

require your staff members to take notes?
A 1didn't, no.

Q When you started meeting with your
staff, do you recall if any members of your staff
were taking notes of the meetings?

A No,no.

Q Did you take notes of meetings that you
attended?

A Yes, often I did, because, as you can
see later, that's what I had, and for Visit
Reports and so on, used to write those notes.

Q If you look at the last paragraph, the
one that begins "overall," and look to the second
sentence, which says, "My biggest takeaway was his
view (almost the first thing he said) of the "lack
of) realism in the current plan."

Do you recall any discussion about that?

A Well, no,Idon't recall it, but I'm
referring to the earlier statement that was in
Matthias note. When it talks about "strategic
options," you have to make clear that the options
are happening if you put them in your production
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forecast.

Q And did you find that these options were
being put in the forecast when they were not
happening?

MR. TUTTLE: Objection to form;
characterization.

THE WITNESS: No. I think -- I mean I
remember discussions later in July and August when
we really went deeply into that whole production
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forecasting, that I noted that there had been

optimistic assumptions on when some of these
strategic options would occur.
BY MR. HABER:

Q And who did you have these discussions
with in July and August?

A Alot of those discussions are with
Lorin Brass and John, John Bell and others that
are part of the annual planning process.

Q And were these discussions a part of the
discussions that related to the production of the
production growth target you mentioned a few
moments ago?

A Yes.

Q Now, earlier you testified that you had

WALTER VAN DE VIJVER, January 31, 2007
visited Oman in June of 2001, correct?
A Yes.

MR. HABER: I'm going to show you a
document which I believe is your Trip Report, but
I'd like you to identify it.

(Exhibit No. 4 was marked for
identification and attached to the deposition
transcript.)

BY MR. HABER:
Q We've marked -- and Mr. van de Vijver,
if you could just review it while I'm identifying
the document for the record.
We've marked as van de Vijver Exhibit 4
an e-mail string, the last of which is from Jeroen
van der Veer, dated June 25, 2001, to Mr. Van de
Vijver, with a CC to Phil Watts. The subject line
reads "Visit to PDO." There are two Bates ranges.
The first one is V00230057 through V00230059. The
other one is Vijver 0057 through Vijver 0059.
Now, Mr. Van de Vijver, have you seen
these e-mails before today?
A Yes.
Q And is this -- "this" being the e-mail
from you, dated June 21, 2001, to Zaharuddin

0123
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WALTER VAN DE VIJVER, January 31, 2007
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Megat, with a CC to a number of people which I'll

ask you about in a few moments.

A Yes.

Q Since we're on the CC, who are the
members -- withdrawn. The people identified as
being copied on your e-mail of June 21, are
these -- are all of these people at the time
members of the EP ExCom?

A Yes.

Q And I think we talked about the ExCom
without identifying it earlier. Can you identify
what is the EP ExCom.

A That's the Senior Executive Team of the
E&P business.

Q Now, earlier you identified Bob Sprague.
Who is Tim Warren?

A Tim -- Tim Warren at that time had
regional responsibility for the Far East. That's

20 the EPA reference.
21 Q And Carol Dubnicki?
22 A The HR, Human Resource Director.
23 Q And she was on the ExCom?
24 A Yeah.
25 Q Okay. Lorin Brass you've identified.
0124
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2 John Darley?

3 A He was head of the technology

4 organization.

5 Q Now, is John Darley someone you had a

6 good relationship with?

7 A Yes.

8 Q Is he someone you could talk to openly

9 and candidly?

10 A Yes. Istill do.

11 Q How about with regard to Lorin Brass;

12 was he someone you could talk to openly and

13 candidly?

14 A Yes.

15 Q Heinz Rothermund; who is Mr. Rothermund?
16 A Heinz Rothermund was responsible for the
17 Africa region. I'm sorry. Africa and Latin

18 America.
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Q And that would be the reference

indicator "EPG"?

Yes.

And the next person, Dominique Gardy?

He was my Finance Director.

And the final person, Linda Cook?

Linda Cook was the CEO of Gas and Power,
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WALTER VAN DE VIJVER, January 31, 2007
and there was sort of an overall sort of
arrangement in place that she would be copied on
relevant information, including all the material
that went to the EP ExCom.

Q So Ms. Cook was not a member of the
ExCom?

A She was not a formal member of the
ExCom. She had her own Gas and Power ExCom.

Q Did she attend the EP ExCom meetings?

A Sometimes. She was invited. Sort of an

open invitation to attend.

Q So did she need a formal invitation to

attend, or she could just show up?

A She could just show up if it fit with

her schedule.

Q And the minutes of the -- withdrawn.

Were there minutes taken of the ExCom meetings?

A Yes,yes.

Q So the minutes of the ExCom meeting

would reflect who was in attendance?

A Yes.

Q Now, did you have a practice with regard

to recording your trips or memorializing what you
had seen or observed during your trips? As you
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say, did you "make reports"?

A 1did make reports.

Q Was that your practice to make reports
of your trips that you had taken?

A Yes.

Q And is Exhibit 4 reflective of that
practice?

A Yes.
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Q Did you have a distribution -- a --

withdrawn. Were there certain people who you
always included in the distribution of your trip
reports?

MR. TUTTLE: Objection to form.

THE WITNESS: I tried as a general
practice to, on my Vvisit reports, to at least copy
relevant CMD members, but most importantly the
relevant staff in my own organization.

BY MR. HABER:

Q How would you decide with regard to
relevant CMD members who to distribute a trip
report to?

A It depended on what their role was in
terms of regional responsibility or business
responsibility.

0127
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Q So this particular trip report you
distributed to Mr. Van der Veer and Mr. Watts?
A Yes.
Q Is there anyone else that's not listed
here who you recall you may have distributed
Exhibit 4 to?
A Tdon't know.
Q If you look at your e-mail of the
June 22, which is the second one on Page 1, to
Mr. Watts and Mr. Van der Veer, you wrote, "FYI,
the overall health of the company was below my
expectation."

Did you get any feedback other than an
e-mail that was sent in response three days later
from Mr. Van der Veer?

A Not that I recall.

Q Do you recall having any verbal
communications with Mr. Van der Veer about your
trip to Oman?

A Not that I recall.

Q With regard to Mr. Watts, did you
receive any response to your trip report from
Mr. Watts?

A Not that I recall.

0128
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WALTER VAN DE VIJVER, January 31, 2007

Q Now, if you look down at the e-mail
dated June 21, 2001, which is the third one on the
first page, I want to direct your attention to the
paragraph that comes under Number 1, "Company
Health." Feel free to read that whole paragraph
that begins, "Overall, Shell's financial take from
Oman." I'm interested in the sentence that
begins, "Not meeting the production target," so if
you could just take a look at that for a moment.

If you -- I want you to take a look at

the sentence that begins "Not meeting the
production target from 1997-2000 and being behind
the 850,000 b/d target year to date." Do you see
that?

A Yes.

Q Who set the 850,000-barrel-per-day
target?

A Idon't know.

Q Do you know if that was a representation
that was made by Mr. Moody-Stuart and van der Veer
when they visited Oman a couple of weeks before
you?

MR. TUTTLE: Objection to form,;
characterization of the testimony.

0129
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THE WITNESS: Yeah, I understood that
during that visit, the achievability of
850,000 barrels a day was confirmed to the Sultan.
BY MR. HABER:

Q And this report reflects that PDO Oman
was behind achieving that target, correct?

A Yes.

Q The rest of the sentence says, "is an
extremely sensitive issue for Shell's and MOG's
reputation in the country." What does "MOG" stand
for?

A Ministry of Oil and Gas.

Q What did you understand that this was a
sensitive issue for Shell and the Ministry of Oil
and Gas?

A AsIexplained to you earlier, the total
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country is usually dependent on the revenue coming

from the oil production in PDO, and their whole
budget, their country budget is based on, to a
large extent, by the revenue being generated by
this business.

Q Now, if you turn to the next page,
under -- it's the very top of the second page. It
says, "worrying issues." You see that? And then

0130
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there's four dashes.
A Yes.
Q What does "Omanisation progress at
senior levels" refer to?
A "Omanisation" is a term that was used
for getting local staff to climb up in the
organization, the hierarchy of the company, and
the whole process of getting more local staff to
look after the business and reduce the level of
dependence on expatriate staff. That was called
"Omanisation."
Q And was Omanisation something that the
Minister of Oil and Gas was interested in?
A The whole -- not only the Minister of
Oil and Gas, but the whole country, when it comes
to local employment of their staff and development
of their staff, consider Omanisation a very
important issue for the country.
Q And at the time is it fair to say that,
that there was not a lot of progress of
Omanisation at senior levels?
A Yeah. My perspective was to say that
the people I saw at senior level in the company,
as Omanis, were the same people I'm remembering

0131
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from seeing there, in my first assignment there
in '87-91.

Q So you didn't see any new blood?

A Tdidn't see the sort of new blood and
progression I was hoping to see.

Q If you look at the next one underneath
it, it says, "Core business performance," and then
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unit costs, new opportunities."

We touched upon it about production a
little bit, but if you could be a little more
specific, what concerned you about production
other than not meeting this 850,000-barrel-per-day
target?

MR. TUTTLE: Objection.

THE WITNESS: It was the general feel
that I had. I mean this is just a couple of days
visit when I sort of talked to people in the
organization, that I felt that the company overall
was not really at grips with the overall
performance of the business, as I explained a
little bit lower with some of the clarification
you see lower down in the e-mail.

BY MR. HABER:
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WALTER VAN DE VIJVER, January 31, 2007

Q And who did you talk with?

A In Oman?

Q Yeah.

A With the management team and with a
variety of people in the organization, sort of
generally, sort of going through the office and
meeting with, with people.

Q Are there any people who come to mind
now that you recall meeting with?

A Well, the management, the management
team of, of the company.

Q Well, who would that be? I'm sorry.

A Well, the boss at that stage was Steve
Ollerearnshaw, Managing Director. Other members
of the team at that stage included Abdulla Lamki.
He was the Deputy Managing Director. There was a
Linda Armstrong. She was the Exploration
Director. I really have to rack my brains to try
to remember all those, all those names. There was
Jeroen Peters. He was one of the regional bosses.
And there was a Saif in Oman, but I don't know his
surname. S-A-I-F.

Q Okay. You also identify in the
parenthetical under "worrying issues" drilling.

Page 80 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/0 13 107wv txt (80 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

Case 3:04-cv-00374-JAP-JUH  Document 365-2 Filed 10/10/2007

WALTER VAN DE VIIVER, January 31, 2007
What was it about drilling that worried you?

A My worry about drilling is that the
company was still overly focused on drilling
additional wells and making sure the rigs were
busy drilling additional wells, because that would
generate additional production, but I, I didn't
get the confidence that people actually were
really, in detail, working field development
planning that should go before deciding where to
drill your wells.

Q And the next item in that parenthetical
under "worrying issues" is "unit costs." What is
it about unit costs that worried you?

A The Unit Technical Cost in Oman was
gradually increasing, so Unit Technical Cost is a
ratio of, of cost per additional volume that is
being generated, so the overall cost of producing
incremental barrels was on the increase.

Q So if I understand that correctly, the,
the unit cost is how much it costs to produce
volume --

A Incremental, sort of how the, very much
how to -- how the economics of individual project
activities were presented and how successful they

0134
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were as a project on a Unit Technical Cost basis.

Q And the next and last in that
parenthetical of worrying issues is "new
opportunities." What is it about new
opportunities that worried you?

A That some of the new business
opportunities that were out there were very
complex, and therefore they needed a lot of
technical work in order to, to mature

successfully.

Q At the time that you had visited Oman,
had you observed, through either your own viewing
or discussions with people at PDO, issues
concerning mature fields and not being able to
produce out of these mature fields?

Page 81 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt (81 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

17
18
19
20
21
22

Case 3:04-cv-00374-JAP-JUH  Document 365-2 Filed 10/10/2007
A 1think -- didn't I read in here that

there were some -- let me go back and read this
note.
I see a reference in the, in the note to

Yibal as one of the fields becoming "old and
tired," the very last sentence.

Q AndI'm sorry. Where are you pointing
to?

A The very last sentence of my note.

WALTER VAN DE VIIVER, January 31, 2007

Q That's on Page 3?

A Yes.

Q Okay. Now, other than the people who
are identified on Exhibit 4, who within your
organization did you provide your trip report to?

A I cannot recollect anyone beyond this
distribution.

Q But do you recall having any discussions
with Lorin Brass? And I recognize he's listed on
here. I just want to know if you had any
conversations with Lorin Brass.

A Tdon't recall.

Q Do you recall having any discussions
with John Darley about your trip report?

A No.

Q How about with John Bell?

A No.

Q Okay.

A I think most of the sort of follow-up
discussions were with Din Megat, because it was
his -- it was in his region.

Q Okay. Did you talk to Din Megat about
what you had observed?

A Yes.

WALTER VAN DE VIJVER, January 31, 2007

Q And when do you recall having that
discussion?

A On a very frequent basis, because, you
know, there's a lot of follow-up activity on, on
Oman, because what came out of here was the, a
strong desire from my side to strengthen the
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Case 3:04-cv-00374-JAP-JUH  Document 365-2  Filed 10/10/2007
organization in Oman and to provide more support

for activity within Oman.

Q During your discussion with Mr. Megat
did he indicate that he was aware of these
problems that you identified in your trip report?

MR. TUTTLE: Objection to form;
characterization of the document.

THE WITNESS: He recognized that there
were problems.
BY MR. HABER:

Q In particular, did he recognize any of
the worrying issues that you identified as
problems?

A Yes, and he shared with me during this
month a sort of other review that had taken place
on the overall health of Oman.

Q What did he say about this review?

A That it was -- that it indeed was

WALTER VAN DE VIIVER, January 31, 2007
recognized that Oman was going to need a lot of
support to improve its performance.

Q When do you recall having this
discussion with him?

A In between here and, and September when
I had my next visit to, to Oman.

Q Do you -- did he say when this review
took place?

A If Irecollect correctly, it's somewhere

in the June/July time frame.

Q So the review occurred after your trip?

A Well, or it was already started. I'm,
I'm not so sure.

Q Do you know if the ExCom was aware of
this review?

A Icannot be sure. I don't know.

Q Do you know if that would be reflected
in minutes of the ExCom?

A I, Icannot be sure. One thing that was
common practice, that with every ExCom meeting,
people from the various regions and departments
would include, in the pre-reading material,
highlights of their particular regions.

Page 83 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/0 13 107wv txt (83 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

25

Case 3:04-cv-00374-JAP-JUH  Document 365-2  Filed 10/10/2007
Q Did reviews such as the one you just
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WALTER VAN DE VIJVER, January 31, 2007
testified about, did they have to be approved by
the ExCom before they were conducted?

A No.
Q So such areview would be at the
discretion of the Regional Business Director?

A Yeah, but I think also at the discretion
of the board of PDO. If it would involve
shareholder activity, the board of PDO also needed
to approve that.

Q So other than you, do you know if

Mister -- if Mr. Megat had said he shared the fact
that this review, if it was being conducted with
anyone else on the ExCom?

A Tcan't recollect.

Q Okay. Did he ever say he shared the

fact that this review was being conducted with
anyone on the CMD, again other than you?

A TIdon't know.

Q Now, also -- you can put this document

aside.

Also, when we were earlier talking about
the disagreement with the Omani government, you
talked about a fee; am I correct?

A Yes.

WALTER VAN DE VIIVER, January 31, 2007
MR. HABER: I'm going to mark as van de
Vijver Exhibit 5 a document which I believe
discusses this disagreement that you had
mentioned, but again I'll ask you to identify it.
(Exhibit No. 5 was marked for
identification and attached to the deposition
transcript.)
BY MR. HABER:

Q Actually, you know what, before we get
to this document, I just want to ask one follow-up
question about Exhibit 4. I'm sorry. With regard
to the issues that you identified as "worrying,"
did you take any steps to try to address those
issues that you identified?
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A Oh, tremendously. I mean Oman became

one of the priority areas for me early on in my
tenure, to do as much as possible to support the,
the company to get back to its former glory.

I think one of the first people I
actually personally assigned to the organization
was a guy called Steve Ollerearnshaw, who I
considered the best petroleum engineer in the
company, and asked him to please go to Oman and
help to get grips on what I considered the key

0140

WALTER VAN DE VIIVER, January 31, 2007
core of the organization, to, to get the petroleum
engineer in the department up in quality. It
became a priority for our resourcing people.

Over the next year or so, I moved in
more than a hundred people into the organization.
We created study teams in many locations to do
field development activity. We started up an
actual study, a study center in Oman as well,
which had good local contact and credibility of
creating a center of action there, so changing the
people, I didn't like the management team,
ultimately moved out of MD, so a whole variety of
things that we, that we worked to get a better
grips on the overall quality of the organization
and address the concerns that I had about, about
what I found.

Q You said that -- one of the things you

said is you created study teams?

A Yeah.

Q Did any of these teams come out of a

service organization called SepTAR?

A Yes.

Q And do you recall if any of the teams

from SepTAR were located in the United States?

0141

WALTER VAN DE VIJVER, January 31, 2007
A They were. I mean the SepTAR
organization was, was a global organization which
had staff working in Houston as well as in
Rijswijk and The Hague and later also in Aberdeen,
and they were all the technical professionals that
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would provide support to things that needed to be

8 done in Oman. Some of them were very complex, and
9 the local skills were not available on the
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location, particularly not initially, to deal with
the complexity of a lot of these studies that
needed to be done.

Q Now, I just showed you what's been
marked as van de Vijver Exhibit 5. Can you
identify what this document is.

A This is a letter from the Minister of
Oil and Gas in Oman to myself.

Q And do you have an understanding as to
why the Minister of Oil and Gas had written this
letter to you?

A Well, it's a follow-up to a letter that
I wrote to him, so that's the first thing I see.

Q Okay.

A And this was -- I think this -- my
letter was related to the, to the reserves fee.

0142

WALTER VAN DE VIJVER, January 31, 2007

MR. HABER: We're going to mark the next
exhibit, but while we mark it, why don't we take a
break?

THE VIDEOGRAPHER: This marks the end of
Tape 2 in the deposition of Mr. van de Vijver. We
are going off the record. The time is 2:21 p.m.

(Whereupon, a short recess was taken.)

THE VIDEOGRAPHER: This marks the
beginning of Tape 3 in the deposition of Mr. Van
de Vijver. We are back on the record. The time
1s 2:43 p.m.

(Exhibit No. 6 was marked for

identification and attached to the deposition
transcript.)
BY MR. HABER:

Q Mr. Van de Vijver, right before the
break I handed you a document that we marked as
van de Vijver Exhibit 6. It's a three-page letter
on Shell letterhead from you to two people, and
I'm not going to try to pronounce their names, but
it's the Minister of Finance and National Economy,
from the Sultanate of Oman, and to the Minister of
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24 01l and Gas, also from the Sultanate of Oman. The
25 letter is dated October 1, 2001, and the Bates
0143

1 WALTER VAN DE VIIVER, January 31, 2007
2 number is HAG00010179 through HAG00010181.
3 Do you recall drafting this letter?

4 A Yes, with support from my staff.

5 Q And in your prior answer you said that

6 Exhibit 5 was in response to a letter that you had

7 written dated October 1st. Is this that letter?

8 A Yes.

9 Q Now, who assisted you from your staff in
10 this letter, in drafting this letter?

A That would have mainly been John
Crocker, who was the Shell representative in Oman
at that time, and that's the senior Shell person,
the Shell representative office, and he had quite
a good personal relationship with the Minister.

Q Did Mr. Crocker accompany you when you
had visited Oman?

A Yes.

Q Generally speaking, do you recall why
you wrote this letter?

A This was as a follow-up to, to the
second visit I had to Oman I believe somewhere in
the end of September, where I also met with, with
these ministers.

Q Did you make a trip report of that

WALTER VAN DE VIIVER, January 31, 2007
second visit to Oman?

A Well, I cannot recollect it, but mostly
Idid,so...

Q Had you -- do you recall if the issues
that you termed "worrying issues" had improved
between June and September of '01?

A Ithink at that stage not a lot had
improved. I clearly had put a lot of --
personally put a lot of action in motion to get
improvements done, but these things take time.

Q Now, do you recall what you had
discussed with the two ministers during your visit
in September?
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A It was about overall performance of PDO

and what PDO and Shell should be doing about it,
and as you see in the letter, there was also the
discussion on repayment of, of that, that bonus.

Q And that discussion, does that appear on
Page 3 of the letter?

A Yes.

Q And that's the top paragraph?

A Yes.

Q If you look at that paragraph, the first
sentence says, "The conclusion I draw from what I

0145
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WALTER VAN DE VIJVER, January 31, 2007
saw 1s that the original reserves bookings were
reasonable on the basis of the best information
available at the time, but that it i1s now clear
there will be some de-booking at the conclusion of
the present studies."

What studies were you referring to?

A Petroleum engineering studies.

Q Were those the studies that you just
testified about that Mr. Megat had initiated?

A I'm talking about -- no, no. I referred

to Megat in terms of overall review of the
company.

Q Isee.

A I'm talking here about specific field
studies on Yibal and on Marmul Haima.

Q And what kind of field studies were
being conducted?

A Petroleum engineering reviews of the
performance of original plans that were made on
those particular reservoirs.

Have you heard of a STOIIP review?
Yes.

What is a STOIIP review?

A STOIIP review is Stock Tank Oil

>0 P> A0

WALTER VAN DE VIJVER, January 31, 2007
Initially In Place. As occurred later, as you
know, at the end of 2002, we concluded that we
wanted to do a bottoms-up review of all the assets
involved in STOIIP and ultimate recovery during
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2003 for Oman, to get a bottoms-up understanding

of all the assets.
Q So these petroleum engineering reviews
were not a STOIIP review?

A Those particular studies, no. They were
performance reviews.

Q Who was conducting those performance
reviews?

A These particular ones were done in PDO.

Q By whom?

A By PDO staff.

Q Okay. Do you know if there were any hit
teams that were assembled to do reviews in PDO?

MR. TUTTLE: Objection; foundation.
BY MR. HABER:

Q Do you know what a hit team is?

A Yes. I know what a hit team is or a hit
squad. That's -- that started when I put in the
Technical & Operations Excellence group in The
Hague, created that somewhere around

0147

WALTER VAN DE VIJVER, January 31, 2007
September/October 2001 to recreate the Technical
Core of Excellence in E&P, and staff from that
organization would go out to specific locations
and assist people understanding their, their asset
base.

Q Sois it fair to say that there were no
hit teams or hit squads assembled for the purpose
of performing these petroleum engineering reviews

that you just talked about?

A Not for these particular cases relating

to the $30 million repayment of the fee; was
linked to work that PDO themselves had done,
because actually when I visited -- I don't recall
whether it was the first or the second visit of
Oman. I actually sat with the staff in the
organization to tell me about these, these reviews
and the status of these things, to get myself a
hands-on feel for what actually had happened and
what needed to be done.

Q Now, if you look at the sentence I just

read, there's a reference in there about -- it
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says, "It is now clear there will be some

de-booking at the conclusion of the present
studies." What, what basis did you have for
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WALTER VAN DE VIJVER, January 31, 2007
saying that?

A In the Haima -- I recollect that the
Haima development plan was actually stopped
halfway. As, when they started drilling
development wells, they performed below
expectation, further development was actually
halted, indicating clearly that they were not
performing up to expectation.

Q And so if I understand this letter
correctly, you were making a connection between
the probable de-booking and the payment of the
$30 million; is that correct?

A Yes.

Q Why is there that connection?

A That's because of the system that's in
place in Oman where part of the compensation for
Shell is in the form of, a of a fee that relates
to two elements. One is in success in finding --
with exploration -- new reserves, and the other
one 1s related to maturing reserves on existing
fields. All of these are related. When I talk
about a fee related to, uh, to existing fields, it
1s linked to expectation reserves.

Q Isee. Now, in your experience, was a
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WALTER VAN DE VIIVER, January 31, 2007
payment back to a government, such as in Oman, a
practice that had occurred in Shell prior to your
tenure?

A Idon't know.

Q I'msorry?

A Idon't know.

Q Did you discuss the payment with anyone
prior to making the representation in the letter?
Other than with my staff around me, no.
Did you discuss it with Phil Watts?

Not that I recall.
Do you recall discussing it with any

oo »
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member of the ExCom?

A Definitely with Din Megat as the
Regional Director.

Q Did you need approval from the CMD to
make the payment?

A No. That would be within my own
authority.

Q Was there a certain dollar threshold
within your authority that you could make payments
such as this one?

A My authority was to up to $60 million.

Q And was that included in the business

WALTER VAN DE VIIVER, January 31, 2007
budget of Shell, like a discretionary amount of
money you could spend?

A I'm not sure.

Q [Ijust want to go back to the first
part, the first page of the letter for a moment.

I'm looking at the middle paragraph and the
sentence that begins, "The company's world-leading
reputation was earned." Do you see that?

A Yeah.

Q It goes on to say, "I hate to see it" --

referring to the reputation -- "called into
question by recurrent failures to deliver and by
unexpected shortfalls."

What were you referring to with regard
to recurrent failures?

A That we hadn't met our production
performance, and the forecast, and that there were
clearly problems in the organization.

Q When you had met with them, did either
Minister convey frustration to you about Shell's
performance?

A Oh, very clearly, yes.

Q And what did they say?

A They were both very unhappy with, with
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the performance of Shell in the country.

Q Did they communicate to you that they
were upset with anyone in particular at Shell?
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A No.

Q Did they communicate to you the --
withdrawn. Did they say to you that they had
communicated their unhappiness that Mark
Moody-Stuart and Jeroen van der Veer when they had
visited Oman?

A Not that I know.

Q If you turn to the second page for a
moment and look at the third full paragraph, you
see in the letter there's a reference to
815,000 barrels per day "on a capex budget of
$975 million." Do you see that?

A Yes.

Q Do you recall discussions about that
production target, or if you read the next
sentence, the one about a previously stated target
of 830,000 barrels per day? Do you recall
discussions with the Ministers on that issue?

A Yes.

Q And what do you recall?

A From the Oman perspective, they, they

WALTER VAN DE VIJVER, January 31, 2007
clearly were still hoping that as quickly as
possible we would return to the 850,000 barrels a
day, because that was the formal story that had
gone through to the Sultan. And I had at that
stage, seeing what I was seeing at that stage,
thought it was a difficult-to-achieve target, but
at the same time I had just gotten in there trying
to get an understanding of what was happening, so
a lot of work needed to, to happen to get a better
comfort and understanding about where production
would really end up.
Q And so the reference here to the "best
estimate" for the 2002 production was
815,000 barrels, correct?
A Yeah.
Q Now, it says that you are not willing
to, at that point, to give up on a target of
830,000 barrels. Was that 830,000 barrels per day
communicated during your trip in June of 2001?
A T think that's -- the 830,000 was the
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formal business plan from PDO at that point in

time.
Q So that was already less than what had
been previously represented by Moody-Stuart and
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WALTER VAN DE VIIVER, January 31, 2007
van der Veer, correct?

A Yeah, but there may have been -- I don't
recollect the details. There may have been sort
of an incline up again to 850,000 maybe a year
later.

Q But in terms of what their
representation was and where you were at now, it
was different than what had been represented,
correct?

MR. TUTTLE: Objection to form; calls
for speculation.

MR. MORSE: Objection.

THE WITNESS: I don't know the specific
year. It was working towards a trend, long-term
trend of 850, but there may have been specific
years where that was not achievable.

BY MR. HABER:

Q Do you know when, looking at this
letter, the current best estimate for 2002 became
815,000 barrels per day?

A No, Idon't.

Q By the way, in the upper right-hand
corner there is some handwriting. Is that your --
do you recognize that as your handwriting?
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WALTER VAN DE VIJVER, January 31, 2007

A Yes.

Q TI'm looking at still Exhibit 6, your
October 1st letter.

A The "Copy Megat, Mann"?

Q Yeah.

A No, that is my secretary.

Q And who is your secretary?

A Marian van der Laan. We can do the
spelling later.

Q And the Mann; is that Paul Mann?

A Paul Mann, yes.
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Q Who is Paul Mann?

A He was the Regional Business Advisor for
Oman, reporting in to Din Megat.

Q Now, looking at Exhibit 5, do you
recognize the handwriting on this document?

A Yes.

Q And whose handwriting is that?

A Paul -- on top that's my secretary
again, and on the bottom is my handwriting.

Q On the bottom you're talking about --

A Copy John Crocker, Din Megat, Paul Mann.
"It is a pity," that's my handwriting.

Q And what does that say?

WALTER VAN DE VIIVER, January 31, 2007

A "It is a pity that he wrote this letter.
Please recommend the appropriate response."

Q And what did you mean by that?

A Well, I was hoping at this stage,
particularly after my visit and our letter, that
he, he was convinced that I was doing everything
possible and starting so many initiatives to get,
get hold of the business and do all the right
things, that I hadn't expected that I would get a
letter back at that stage.

Q If you look at the middle of the first
page, the paragraph that begins "there were a
number of issues," towards the bottom of the
paragraph -- I believe this is Dr. Al Rumhy?

A Yes.

Q -- writes, "Many of us strongly believe
that the following factors are either responsible
or contributed to the production 'crisis," and
then he identifies five factors.

I want to address your attention to

Number 2, "Reserve Booking Methodology." Do you
have an understanding of what Dr. Al Rumhy was
referring to?

A Yeah, he referred to a, to a discussion

0156

1
2
3

WALTER VAN DE VIIVER, January 31, 2007
we had during the previous visit, that he believed
that, that reserve bookings which ultimately
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linked up to expectation reserves for the company

had to be based on completed field development
plans on particular fields, where at in the past

it had been the custom that it was based on the
note for files that petroleum engineers prepared
that reflected their latest perspective on a
particular field rather than being a total

separate complete bottoms-up field development
plan that sometimes can take years to, to, to
prepare.

Q So Dr. Al Rumhy was advocating the field
development plan as opposed to these notes for
file?

A Yes.

Q What was Shell's practice with regard to
booking of proved reserves? Were field
development plans required?

MR. TUTTLE: Objection; foundation.
THE WITNESS: This had nothing to do
with proved reserves.
BY MR. HABER:
Q T understand.

WALTER VAN DE VIIVER, January 31, 2007
THE REPORTER: I'm sorry. I didn't get
the answer.
MR. HABER: He said it had nothing to do

with proved reserves.
BY MR. HABER:

Q I'm just asking separately if Shell
required field development plans to be in place
before reserves could be booked as proved?

A T would not be able to, to know yes or
no on that, that question.

Q Okay. Going back again to Exhibit 5,
the third item that he -- that Dr. Al Rumhy
identifies as "scorecard," do you recall a
discussion on scorecard?

A No, Idon't.

Q Do you have an understanding of what
he's referring to?

A Yes. The board of PDO had a scorecard
to evaluate the performance of PDO as a company.
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Q And was this scorecard a Shell

scorecard?

A No. It was a PDO scorecard, but Shell
introduced the system of scorecards to PDO. As
you know, PDO is a joint venture company, so they
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WALTER VAN DE VIJVER, January 31, 2007
have their own board.

Q So did you understand that Dr. Al Rumhy
was indicating that scorecard was a factor that
contributed to, as he puts it, the production
"crisis"?

A Yes.

Q Do you have an understanding if Shell
had anything to do with the PDO scorecard?

A Through the board of PDO where there
would be Shell representatives, the decision would
be made on the content of the scorecards.

Q And do you know in particular what it
was 1n the scorecard that Dr. Al Rumhy was
referring to?

A No, but maybe I need to read the letter.
One of the items on the scorecard was production.

Q Okay. Now, when you made the
$30 million payment to the Omani government, did
you report the payment to the ExCom in a Note For
Information or a Note For Discussion?

A Ido not know.

Q Do you recall if you advised the CMD of
the payment through a Note For Information or a
Note For Discussion?
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WALTER VAN DE VIJVER, January 31, 2007

A Ido not recollect.

Q You could put this aside.

I'd like you to go back to Exhibit 1 for

a moment, your letter of March 22, 2004, if you
could just take a look at it, and in particular
under the heading "Efforts to Examine the Reserves
Issue," it's on Page 1. You wrote, "Soon after
coming to office as head of E&P in June 2001, I
observed that the health of the E&P business was
not as robust as the Company-determined
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performance targets set under the former E&P CEO."

What did you mean by that?

A What I meant earlier, explained earlier,
that I found a lot of things in E&P that, that
concerned me, and one of those areas that
concerned me was the production growth target that
was out there, and after studying that in detail
and reviewing it, we went out to the markets I
think in August 2001 and lowered our production
target.

Q And I think I asked you earlier: What
was the externally communicated production target?

A Five percent growth.

Q Do you know how long that five percent

WALTER VAN DE VIIVER, January 31, 2007
growth had been the external promise?

MR. TUTTLE: Objection to form;
characterization.

THE WITNESS: Idon't know.
BY MR. HABER:

Q Over what time frame does that growth,
that five percent, cover?

A Typically it is a planning period of
four to five years.

Q Is there a reason why four or five years
1s used as a planning period?

A Normally within the Shell Company the
basic horizon for making business plans is five
years out.

Q Okay. Did there come a time when you
determined that this five percent target was no
longer achievable?

A Yes, that was during the planning stage
for next year's business plan, which starts in
June and it's all the way in December. During
that process of looking at a draft business plan
for the following year, I discovered that there
was a problem with the five percent.

Q What were some of the factors that
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caused you to conclude there was a problem with
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the five percent target?

A It was a reflection of, of places like
the United Kingdom, Oman, and some of the timing
of new projects that would get on stream.

Q What new projects are you referring to?

A New business-related activity around
when some of the, the new fields would get on
stream, or there was also, I recall, an
expectation that very early on in the process,
based on assumptions at the time, that we would
commence major gas activities in Saudi Arabia,
which didn't materialize in the end.

Q Were there any other opportunities other
than the gas activities in Saudi Arabia?

A I 'mentioned the United Kingdom. The
production forecast turned out to have been too
optimistic. There was the situation of Oman. I
don't know at that stage what the situation of
Nigeria is. We have to look at information.

Q Had you visited Nigeria at the time that
you reached the conclusion that the five percent
target was no longer achievable?

A Yeah. Yes,I visited Nigeria. It was

WALTER VAN DE VIIVER, January 31, 2007
the first visit I did in May 2001.

Q So you went to Nigeria before you were
formally in the position as head of EP?

A Yes, I took the opportunity to find
space to, as I recollect Phil Watts saying Nigeria
is one of the first countries you need to visit,
that I went already in May to visit Nigeria.

Q When did Phil Watts say to you that
Nigeria is one of the places you ought to visit?

A That was during the first handover
meeting we had.

Q Did he communicate any concerns about
Nigeria that you should address your attention to?
MR. TUTTLE: Objection; asked and

answered.
BY MR. HABER:
Q You can answer.
A No, only in the general sense that
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Nigeria was very important, and given the fact

that I never worked there, it would be good to
familiarize myself with Nigeria.

Q Did he say why Nigeria was very
important?

A Nigeria was very important for the

WALTER VAN DE VIIVER, January 31, 2007
group. It is one of our larger operations in the
group.

Q Now, when you say "larger operations,"
are you referring to people? Are you talking
about production? What do you mean?

A Basically all of that. I think there
were -- overall there were 6,000 staff in Nigeria.
It was one of the, the big producing areas for the
country, one of the areas with big reserves, and a
lot of expenditure because of the, the LNG
projects and everything that needed to be done to
get gas on stream and get deep water on stream.

Q When you went to Nigeria, did anyone
accompany you?

A Yes. I went together with Frits
Eulderink, someone I later sent to Oman to be
Technical Director. He was the Regional Business
Advisor for Nigeria.

Q Did anyone else accompany you?

A Not that I recollect.

Q Do you recall -- do you recall what,
what you had observed with regard to the
operations in Nigeria?

A No, not in detail. I was quite
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overwhelmed by the scale of operations. I
actually visited the camps and I visited some of
the actual fields in the interior, so that was my
first ever time I went there.
Q Whether you say "the fields in the
interior," 1s that in SPDC?
A Yes, that's in the swamps in the delta.
Q TI'msorry. Did you visit SNEPCO?
A Yes, I also visited SNEPCO offices.

Page 99 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/0 13 107wv txt (99 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Case 3:04-cv-00374-JAP-JUH  Document 365-2 Filed 10/10/2007
Q Were the SPDC and SNEPCO offices

geographically separate?

A Yes.

Q And where was SPDC's offices?

A SPDC had an office in Lagos, it had an
office in Abuja, it had an office in Port
Harcourt, and it had an office in Warri. And
SNEPCO had an office in Lagos.

Q Did SPDC and SNEPCO share offices in
Lagos?

A No. Ithink they were separate, because
one was a joint venture structure and the other is
a hundred percent Shell entity.

Q Well, you testified that there were a
number of things that you learned when you first
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WALTER VAN DE VIIVER, January 31, 2007
got into your position that contributed to your
conclusion that the five percent growth production
target wasn't achievable. What was it about
Nigeria that contributed to that conclusion?

MR. TUTTLE: Objection; characterization
of testimony.
BY MR. HABER:

Q You can answer.

A Ido not recollect whether the change
from five percent to three percent was also
directly linked to, to Nigeria.

Q Okay. When you, when you were in
Nigeria, did you look at Nigeria at both --
withdrawn. Let me break it down.

When you were in SPDC did you look at
SPDC's business plan?

A Well, as far as I recollect, I must have
had a presentation on their business plan.

Q Do you recall such a presentation
occurring?

A Irecall I was getting presentations. I
don't remember the details.

Q Do you recall who made the
presentations?
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A A large part of the presentations were

done by Steve Ratcliffe.

Q And who was Mr. Ratcliffe?

A He was one of the members in the
management team of Ron van den Berg.

Q Do you recall the substance of the
presentation?

A Excuse me?

Q Do you recall the substance of the
presentation?

A No.

Q Do you recall forming any opinions about
SPDC's business plan while you were visiting them?

A No, not in any detail. I think I, I
left -- I mean I left with a bit overwhelmed about
the enormity of the company and the complexity of
what they had to deal with in a very difficult
operating environment.

Q Do you recall looking at any historical
documents -- withdrawn. Do you recall looking at
any historical data concerning SPDC's production
performance?

A No.

Q When you had concluded that the five

WALTER VAN DE VIIVER, January 31, 2007
percent target was no longer achievable, did you
question how that figure was calculated?

A Yes,Irecall going through many
sessions, wanting to understand what had changed.

Q And who did you have those sessions
with?

A A lot with the same people we mentioned
before, Lorin Brass and John Bell, the sort of

central planning and strategy group.

Q And what did you learn from these

various sessions?

A That things had clearly changed.

Q Do you recall what had changed?

A That some of the, the outlooks in terms

of production were not realistic anymore.

Q And do you recall the reasons why they

were no longer realistic?
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A Because the data we now had on updated

production forecast and updated phasing of
activities was different from those a year
earlier.

Q And where were you getting this data
from?

A From the Central Group in The Hague of

WALTER VAN DE VIIVER, January 31, 2007
Planning and Strategy that collected their
information from, from operating units.

Q And did that include information
obtained from the operating units in connection
with the ARPR?

A No. This is part of the planning
process, the business planning process --

Q Okay.

A -- which starts somewhere in May every

year.

Q And that occurs right after the ARPR
process concludes?

A Well, I mean it's sort of an ongoing
cycle. The business plan for the next year, given
the complexity of our organization, takes all the
way from May until ultimately December when it
gets approved at, at Conference, the business
plan.

Q Do you know when the five percent
production growth target was first externally
made?

A Sorry. Can you repeat.

Q Sure. Do you know when the five percent
production growth target was first externally
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WALTER VAN DE VIIVER, January 31, 2007
made?

A No.

Q Do you recall having any discussions
with Mr. Watts concerning the five percent
production growth rate and your conclusion that
that rate was no longer achievable?

A Several.

Q And when do you recall the first time
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you had this communication with Mr. Watts?

A In the month of July.

MR. FERRARA: And the year?
MR. HABER: 2001.
BY MR. HABER:

Q Did you approach him?

A Yes. There were a variety of, of
discussions at that time, because this was a
sensitive subject if we would go out to the market
to, to lower our production growth target based on
the, the early information we had, but I felt very
strongly that based on the information we had,
that the five percent was not, not achievable
anymore.

Q Now, you said in your answer that "this
was a sensitive subject if we would go out to the

0170
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market." Why was this a sensitive issue for the
market?

A A five percent growth target was amongst
the external messages that were given by the
company to the market about expected production
growth, production performance.

Q And is it your understanding that the
market would react negatively to a reduction in

that growth target?

A Yes.

Q Now, in this conversation with
Mr. Watts, do you recall what he had said to you
in response?

A He was surprised about the reduction,
and he asked many questions to justify the
reduction in the, in the growth percentage.

Q Do you recall the questions that he
asked?

A He wanted to see many comparisons with
what it was now versus in the previous business
plan for him to fully understand what had changed
and thereby be able to come to a conclusion.

Q When you approached him with your
conclusion, how did he react?
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WALTER VAN DE VIJVER, January 31, 2007

A I'mean all of us would like to have the
answer that the production growth number was still
valid, and having to go to your boss and say I
don't see that production growth as realistic
anymore, that raises a lot of questions. And we
went through several cycles and also not only went
to CMD but also went to, to the Conference to get
to the final conclusion, and then the external
message was, was given, coinciding with the

announcement of our second quarter results in
early August 2001.

Q Now, you said that this was the first
discussion you had with him. Was this a
face-to-face meeting?

A We had a few face-to-face meetings on
that as well, yeah.

Q And so the one that you just testified
to, was that a face-to-face meeting, the very
first time that you approached Mr. Watts?

A Irecall that we -- on the production
growth target, I remember having a face-to-face
meeting with Watts in London on that subject.

Q Was Mr. Watts' office in London?

A Yes.

WALTER VAN DE VIJVER, January 31, 2007

Q Was this a scheduled meeting?

A No. It was specifically on the subject
of production growth.

Q Now, subsequent to that meeting, did you
have further conversations with Mr. Watts about
the production growth target?

A 1,1do not recollect the detail, but it
did come up, as you said, several times at CMD and

ultimately at Conference as well.

Q Now, when you say it came up several
times in the CMD, can you be a little more
specific what you're referring to.

A To the production growth targets about
what we had found and where the updated
perspective was.

Q Was this a discussion at the CMD?
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A Yes.

Q Do you recall any particular meeting
where the production target was discussed?

A That must have been in the July time
frame, right before the announcement of our, of
our second quarter results in early August.

Q And again so July time frame, you're
referring to July 2001?

0173
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A Yes.

Q When you first raised the production
target issue with Mr. Watts, did you recommend
reducing the target?

A Yes.

Q And what percentage did you initially
recommend?

A Ido not recollect. Maybe two to three
percent.

Q Was Mr. Watts, throughout the
discussions, an advocate of keeping the five
percent target?

A Initially, but thereafter he, he
accepted the new facts.

(Exhibit No. 7 was marked for
identification and attached to the deposition
transcript.)

BY MR. HABER:

Q For the record, I've just handed the
witness a document that we've just marked as van
de Vijver Exhibit 7. It's a string of e-mails,
the last of which is from Pauline Ewart on behalf
of Phil Watts. It's dated August 22, 2001. It's
to Mr. Van de Vijver. The subject reads

0174
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"Production." The Bates number -- and there's two
of them -- is V00020050 through V00020051, and the
other one is DB00815 to DB00816.

Mr. Van de Vijver, have you seen this

e-mail correspondence before today?

A Yes, and I think I have to make a little
recollection in terms of my memory, because I did
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went out to the market, we said that we were
having difficulty with our production growth
target, that we didn't actually communicate to the
outside market yet what the new number was going
to be. That was going to happen in an analyst
presentation in September '01, so the debate on

the number was still ongoing beyond July, and
that's, that's where this e-mail, now in terms of
refreshing my exact time, it was not July, but
August.

Q What was the -- if you have an
understanding of the reason why you went to the
market on August 2nd with the information that the
target would be reduced without giving the number.

A Because that there was the, the judgment
made at that time that we clearly had to flag to

0175
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the market that the five percent was not
achievable anymore, but work was ongoing to land
on what the new number should be, and that
opportunity would then be taken in, in September
when there was a planned analyst presentation.

Q Now, if you --

A Because I remember, because it's -- I
think in here in the e-mail it refers to "numbers
that I shared on Monday," so I must have had a
meeting with them just before this e-mail.

Q If you look at the e-mail from -- the
top e-mail from Mr. Watts to you, dated August 22,
2001, he writes, "You will have to put your Group
hat on and ask whether the hard two percent is
better than saying two to three percent (which
includes two) for the sake of not having to
precipitate a change that could be very damaging
for the Group."

What did you understand Mr. Watts to

mean by this statement?

A He would rather have the number to be
two to three percent than two percent.

Q Well, what did you understand him to
mean by "putting your Group hat on"?
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WALTER VAN DE VIIVER, January 31, 2007
A Looking at it from the perspective of a
Group Managing Director rather than the CEO of the
E&P business.
Q Did you feel that he was trying to steer
your decision in that particular way?
A Yes.
Q Did you respond to this e-mail?
A Tdo not recall.

Q And the latter part of the sentence that
says that "a change that could be very damaging
for the Group," do you see that portion of the
sentence?

A Uh-huh.

Q Do you have an understanding of what he
meant there?

A Damaging for the Group's reputation.

Q Do you think he was also referring to
the price of the company stock?

A Yes.

MR. FERRARA: Objection as to form,
foundation, calling for a lay opinion.
MR. HABER: He answered.
BY MR. HABER:
Q Now I'd like to direct your attention to

WALTER VAN DE VIJVER, January 31, 2007
your e-mail to Mr. Watts, which comes right
underneath it, and that's dated also August 22,
2001, and I'd like you to focus on the bottom
middle of the paragraph, the sentence that begins
"we can obviously," and then in quotes,
"over-engineer."

A Uh-huh.

Q The sentence goes on to say "all of
this, and we need to find the external story that
cannot be translated into technical incompetence,

(e.g., environment related and capital discipline
related)." What did you mean by "over-engineer"?

A We had by that time gone into cycles and
recycles, discussing what the best expectations

were on, on some of the production forecast, some
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of these new projects which would come to a

maturation and on stream.

MR. TUTTLE: I think, Jeff, in reading
the text from the document, although it speaks for
itself, you left out the word "business" before
"environment."

MR. HABER: I apologize. Thank you.
BY MR. HABER:

Q Why did you need -- why did you need to

WALTER VAN DE VIIVER, January 31, 2007
find an "external story"?

A Well, in the end of the day, if we could
go out with the story that our production growth
target would be reduced, based on the
understanding we had at that point in time, we
obviously would have to give an explanation why
the production growth target was being reduced.

Q Was there someone that you would have to
work with in order to formulate that story?

A That's the IR Department under -- at
that time reporting to Steve Hodge.

Q And who was Steve Hodge?

A He was the Group CFO at that time.

Q Now, if you go to the next sentence,
hopefully I don't leave anything out -- it says,
"Interesting to note is also that I believe that
we are experiencing 'pay-back time' for our past
successes."

What did you mean by that?

A Well, that it is -- apologies for
getting a little bit technical, but it has to do
with, with our advance in technologies and
capabilities on mature fields. New technologies
were being implemented, and I named a few that I
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recall: Drill The Limit, Realize The Limit,
different completions under Valencia, Nubia. All
of these things were very successful, but what
they often may have actually led to, and rather
than sort of increase the ultimate recovery for a
field, they sometimes may merely just increase
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8 production and then are rapidly thereafter

9
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accelerate a decline.

So economically they are extremely
valuable, because you will get your revenue
earlier, but it may mean in terms of -- you may
get a false impression if you don't study it
carefully, that it's all leading to incremental
recovery where sometimes it may just be
accelerated recovery.

Q Were you -- other than what you
testified to, had you been learning about whether
production had been accelerated in prior years to
reach growth targets?

A No,I think generally the whole
organization for many years went through a whole
variety of initiatives, was doing everything
possible to what we call "sweat the assets," to
develop your assets in the most economic manner,

0180

WALTER VAN DE VIJVER, January 31, 2007
and what we were, were learning in places like the
North Sea, which is one of our mature areas, for
instance, that yes, that led to early successes,
but later we learned it also led to more
accelerated declines.

Q And then therefore that was having a
negative impact on production growth?

A Yeah, yeah.

Q Now, if you go down and look at the next
e-mail, there is correspondence between Phil Watts
and you, also dated on the 22nd, and there is a
reference to a discussion that Phil Watts had with
Steve Hodge. Did Mr. Watts ever tell you what he
and Mr. Hodge had discussed?

A Well, I don't know more than what's in
the e-mail.

Q Did you have any discussions with Steve
Hodge about your conclusion that the production
target ought to be reduced?

A Iremember during that time there were
lots of discussions about this issue. I also
remember that during that time I also received a
phone call from Steve Hodge during the weekend,
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because it was all very -- quite a tense period of
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WALTER VAN DE VIJVER, January 31, 2007
activity.
Q Do you recall what the sum and substance
of that phone discussion was?
A It was at that time still hoping that
the answer was, was going to be a minimal
reduction in our production growth target.
Q Do you recall Mr. Hodge saying to you
during that conversation that "heads will roll"
when the growth production target hits the market?
MR. TUTTLE: Objection; foundation.
THE WITNESS: I vaguely recall something
like that, but not exactly. Maybe . ..
BY MR. HABER:

Q Does your recollection -- withdrawn. Do
you recall that during that telephone conversation
or at another time?

A I wouldn't know exactly anymore.

Q But you have a vague recollection
that there was such a discussion?

A In that period somewhere there.

Q And justso --

A There was a lot of tension, yeah, a lot
of pressure.

Q Do you believe Mr. Hodge was putting
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pressure on you to reach a certain production
targeted figure?

A Ibelieve that, uh, that Hodge was, was
hoping that the reduction could be minimized.

Q Did you believe that he was trying to
steer you to a particular figure?

A Yes, to as high as possible figure.

Q But not the two to three percent that
you were talking about; is that correct?

A 1, 1think we had a lot of discussion
around whether it was going to two or three
percent or three percent in that whole period.

Q What did you conclude the number should
be?
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A 1 think the final conclusion was three

percent over a certain time window.

Q TI'm asking what, what number you
believed, with all the data that you had reviewed,
was the correct number?

A It was a -- at that time the judgment
call -- because I did a little bit of judgment
because of uncertainty around numbers. I think at
that time we were -- the judgment was very much in
the two to three percent range.

0183
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Q But it wasn't at three percent?

A Well, two to three percent. Then you
have to go to the final discussion at CMD and
Conference on the subject.

Q TI'm just trying to get an understanding
of what you -- what your judgment was based upon
the data that you were provided by your staff.

A At this time 1t was still, still in
that, in that range, two to three percent,
SO . ..
Q Was the three percent figure a
compromise figure for you?

MR. TUTTLE: Objection; foundation.
THE WITNESS: Yes.

BY MR. HABER:

Q Now, if you look at Exhibit 7 for a
moment, there's a reference in the e-mail from
Mr. Watts to you -- and it's at the bottom -- to a
CMD meeting on August 28,2001. Do you recall
attending the meeting in August, August 28, 2001,
where the production growth target was discussed?

A Not directly, but as it was a CMD
meeting, I would be there.

Q Do you recall at that point, by the end

WALTER VAN DE VIJVER, January 31, 2007
of August, if the three percent number had been
the number that was presented for external
promise?

A No,no. Not yet. I said my
presentation to analysts was somewhere around the
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7 middle of September 2001, so a little bit later.

8

Q [Ithink earlier you said that the

9 Conference had to approve the reduction; is that

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

correct?

A Yeah.

Q Did you make a presentation to the
Conference concerning the reduction?

A Yes,yes.

Q And when, when was this meeting held?

A Somewhere in the period between the 28th
of August and 17th of September when I did the,
did the presentation.

Q Was there any reaction to the
presentation that you made?

A Yes, yes, there was a discussion at
Conference about ultimately what, what the
external promise would be.

Q And what do you recall about that
discussion?
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A 1did the presentation around that,
moving away from the five percent and shared where
we were and our best possible projections around
production growth and the way that was normally
presented to the market, and as the outcome of
that debate, that Conference, the conclusion was
to externally portray three percent.
Q Was there any resistance to the
reduction by any member of the Conference?
A Resistance to the reduction in growth?
Q Yeah, in effect, did anyone oppose it?
A No, but there was a healthy debate on
what the number should be.
Q Do you recall anyone in particular who
was most vocal?
A No.
Q Did Mr. Watts attend that meeting?
A He chaired the meeting.
Q Do you recall if Mr. Watts had anything
to say after your presentation?
A 1,1do not know.
Q Let me take it during the discussion.
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When was this discussion occurring in the meeting

where you made the presentation?

0186
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A Well, as part of the normal agenda --
sorry.

Q TI'msorry. Let me ask -- I'm sorry. I
asked a bad question. I'm sorry. Let me rephrase
1t.

Was there a discussion during the
presentation or after the presentation?

A After the presentation.

Q And you say Mr. Watts chaired the
meeting?

A That he chaired every meeting of
Conference.

MR. HOTZ: Mr. Haber, when you get to a
convenient point, if you wouldn't mind, could we
take a break? We're just getting toward 4:00.

MR. HABER: Absolutely.

MR. HOTZ: Great. Thank you.

MR. HABER: You're welcome.

BY MR. HABER:

Q Do you recall what Mr. Watts' position
was at the time of this Conference meeting?

A No.

Q You under -- do you understand that he
was supporting three percent at that point?

0187
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A Yes, he supported three percent.

Q And when you made the presentation that
you made, did you include a discussion of some of
the production issues that we talked about in
Oman, for instance?

A Yes, I would have given, had the reasons
for why it was not anymore five percent, so I will
have given, as part of the presentation, some

insights in what had changed.

Q And some of those insights included a
discussion about Oman?

A Oman was one of the countries where
production had reduced.
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Q Were there any countries that you

remember discussing?

A The United Kingdom, because it was quite
a big one. The United Kingdom was a hundred
thousand barrels a day in gross production, so
that was quite a big number in that, in that
overall number.

Q Were there any other countries?

A Not that I can recollect.

MR. HABER: This is probably a good time

to break.
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THE VIDEOGRAPHER: We are going off the
record. The time is 3:55 p.m.
(Whereupon, a short recess was taken.)
THE VIDEOGRAPHER: We are back on the
record. The time is 4:12 p.m.
BY MR. HABER:
Q Mr. Van de Vijver, I'm going to put you
back into that meeting at the Conference where you
made the presentation about the three percent or
the reduction of the five percent target. Did you
prepare any materials for distribution to the
Conference in connection with your presentation?

A Ido not recollect, no.

Q When you went to the Conference to make
the presentation, did you -- withdrawn. Were you
concerned, at the time you made the presentation
to the Conference, that the Conference would not
support the reduction in growth target, the
production growth target?

A No.

Q Did anyone else make a presentation to
the Conference with regard to reducing the
production growth target?

A Ido not recollect, no.

WALTER VAN DE VIJVER, January 31, 2007
Q Did anyone accompany you?
A Tdo not recollect. It should be
visible in the minutes of the Conference.
Q Do you recall if all the members of the

Page 114 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt (114 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

Case 3:04-cv-00374-JAP-JUH  Document 365-2 Filed 10/10/2007

6 Conference were present at the time you gave this
7 presentation?

8 A Yes.

9 Q Was Jeroen van de Veer a member of the
10 Conference?

11 A Yes.

12 Q Was Malcolm Brinded a member of the

13 Conference?

14 A Yes. He was there in his role as head

15 of Group Planning, not as a CMD member, because he
16 joined the CMD formally in the middle of 2002 if
17 TI'm correct, if I can remember correctly.

18 Q Was Maarten van den Bergh a member of
19 the Conference?
20 A Yes.

21 Q Was Aad Jakob a member of the

22 Conference?

23 A Yes.

24 Q And again just so we're clear, at the

25 time you made the presentation.
0190
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2 A Yes.

3 Q Was a gentleman by the name of Henny de
4 Ruiter a member of the Conference?

S A Yes.

6 Q Who is Henny de Ruiter?

7 A Henny de Ruiter is a former Group

8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

Managing Director, and after he retired as Group
Managing Director he became a member of the
Supervisory Board of Royal Dutch/Shell.

Q In August of 2001 did you feel that you
had external promises that you had to meet because
of the actions of your predecessors?

A Production growth was clearly one of
those things, yes.

Q Are there any others?

A There was ROACE -- well, the typical
parameters of, of the business that were in the
business plan, where it was related to cost,
capital investment, ROACE, production and reserve
replacement.

Q What is ROACE?
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23 A Return On Average Capital Employed.

24 Q And what is it in layman's terms?
25 A That's an indication of the efficiency
0191
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2 of the business, in terms of the investments you

3 made, what sort of return you get on your

4 investment, but given all the depreciation factors

5 around the business, it's based on net income

6 after tax, but it is in the capital employed,

7 which incorporate the accounting basis for

8 calculating your capital employed at that

9 particular point in time.

10 Q In simple terms, it's a measure of the

11 performance of the company?

12 MR. TUTTLE: Objection to form.

13 THE WITNESS: It's one of the indicators

14 on the efficiency of the business; that is, the

15 capital efficiency measure of the business

16 overall.

17 BY MR. HABER:

18 Q Okay. Now, you said you met with

19 analysts in September of 2001; is that correct?
20 A Yes.

21 Q And it was during this, this conference
22 with analysts that you gave the actual production
23 growth target?

24 A Yes.
25 Q Was this during a Conference call with
0192
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2 analysts?

3 A No. This was actually a presentation, a

4 live presentation first in, in Europe. I wouldn't

S be able to directly recollect whether The Hague or
6 London, and then the day thereafter it would be a
7 repeated in New York.

8 Q Did you go to New York to do the repeat
9 of the presentation?

10 A Yeah, exactly the same presentation.

11 Q Did anyone from Investor Relations

12 accompany you?

13 A Oh, yes.
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Q Who?

A Several people.

Q Do you recall having any discussions
with people from Investor Relations on your trip
over to New York about what the U.S. market was
expecting?

A No, not that I recollect. The
presentations in itself were the same.

Q Now, the presentation that was conducted
in Europe; was that broadcast over the Internet?

A Yes.

Q And therefore there would be worldwide

WALTER VAN DE VIIVER, January 31, 2007
access, correct?

A Yes.

Q Do you recall what the reaction of the
analysts were to the reduction in the growth -- in
the production growth target?

A The market was disappointed by the
lowering of the production growth target and the
new number.

Q And when you say "the market," are you
referring to analysts?

A Yes.

Q Do you know if there was any impact on
the price of the stock after the presentation?

A 1,1do not recollect.

(Exhibit No. 8 was marked for
identification and attached to the deposition
transcript.)

BY MR. HABER:

Q TI've just handed the witness what we've
marked as van de Vijver Exhibit 8. It's a
one-page e-mail from Mr. Van de Vijver to Philip
Watts, dated September 11, 2001. The subject line
is "Presentation." The second page is handwritten
notes. The Bates number for this exhibit is

0194
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HAG00020430 through HAG00020431.
Mr. Van de Vijver, I'd just ask you to
take a look at this.
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A Yeah.

Q Mr. Van de Vijver, have you seen this
e-mail before today?
A Yes.
Q And if you look at the second page --
MR. DOWD: Give him a chance to read it.
MR. HABER: Oh, sure. I'm sorry. 1
thought he was done. My apologies.
BY MR. HABER:

Q Are you through?

A Yes.

Q Okay. Can I ask you, have you seen the
e-mail today -- before today?

A Yes.

Q And the second page, which is
handwritten notes, do you recognize the
handwriting?

A This is my handwriting.

Q This appears to be part of a larger
handwritten note. Looking at this document now,
do you have any recollection as to what this was a
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part of?

A Tt looks to be the basis of a

presentation, but I don't recollect.

Q If you look at the e-mail now, the
second paragraph and the sentence that begins "I

have been struggling" -- are you with me?

A Yes.

Q [Itsays, "I have been struggling with my
principles and integrity over the last couple of
months whilst going through the due diligence of
EP and the new business plan as it came together."

What was causing you to struggle with
your principles and integrity?

A This also is ongoing discussion around
what the best perspective of the business was at
this point in time. Still learning about why
certain things had happened and why certain things
were what they were.

Q There's a reference here to "due
diligence." What due diligence were you referring
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to?
A That's my due diligence, since I arrived
in EP, to understand the business and get hold of

25 the issues and dealing with issues.
0196
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2 Q Now --

3 MR. DOWD: Excuse me. Is this the way
4 this document was produced?

5 MR. HABER: I can only tell you that, as
6 you see, it's Bates numbered sequentially, and

7 that's the way we have it.

8 MR. DOWD: Okay.

9 MR. HOTZ: It looks like a second page
10 begins with Number 6. That's why we're asking.

10
11
12

MR. HABER: I can only tell you the
Bates numbers. This is the way we have it.

MR.HOTZ: And it was produced stapled
like this together?

MR. HABER: Electronically that's the
way it comes, so I can't tell you any more than
that.

BY MR. HABER:

Q Again looking at this sentence, the
sentence -- the part of the sentence saying that
you're struggling with your principles and
integrity, did you feel, when you wrote this, that
you were under pressure from Phil Watts or Steve
Hodge?

A I was under pressure, yes.

WALTER VAN DE VIIVER, January 31, 2007

Q And how were you under pressure?

A Under pressure to deliver the highest
growth target for the business.

Q Do you have an understanding as to why
they were exerting this pressure to achieve the
highest growth target for the business?

MR. TUTTLE: Objection to form; calls
for speculation.
BY MR. HABER:
Q You can answer.
MR. DOWD: If you know.
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THE WITNESS: No, not directly.

BY MR. HABER:

Q Now, the next part of the sentence -- of
the paragraph, rather, the next sentence reads,
"There are several things that should really worry
us," and again there are a number of items. I'll
call them bullet points. They're marked off by
dashes.

A Uh-huh.

Q The first one is "core business issues
in places such as Exploration, PDO, ExPro and
Australia." What were the issues that you're
referring to?

0198
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A Exploration, I was not happy with the
way it was structured, and that is one of the
first things I changed to globalize the
Exploration business. PDO we talked about. ExPro
we talked about.

Q Okay.

A And also during the time I actually
visited ExPro to get a hands-on feeling for the
performance in ExPro. And Australia, because
there we, we had some disappointing performance on
a new field there.

Q Does this reference to Australia have
anything to do with Gorgon?

A No, no, no, no.

Q Now, the third bullet point says "lack
of ownership and accountability topdown in EP."

A Yeah.

Q What did you mean by that?

A 1 felt that, that the structure in E&P
was not the best it could be in getting direct
hierarchy, hard-wiring of accountability in the
organization, and this had to do with having a
very strong operating units with very powerful
CEO:s at that level and not the ability to bring
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that sort of seamlessly together as it's reported
up to the EP ExCom. You see as part of that
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follow-up that's one of the things that changed

during my tenure in E&P to improve that, uh, that
organization and hard-wiring the accountability
and the ownership.

Q Okay. The next bullet point I would
like to direct your attention to says, "Increased
competition also w-r-t," which is "with respect to
growth targets and with respect to earning a P/E
premium." What were you referring to there?

A That's external competition to Shell, so
that's other companies who are delivering and
succeeding. So Shell was not as strong as maybe
internally the company perceived themselves to be,
relative to the competition.

Q Now, the handwriting underneath the one
I just read to you, is that your handwriting?
Yeah.

Can you make out what that says.

"No oil to gas shift."

What did you mean by that?

That it was the aspiration of the Group,
over time, to make its portfolio more gassy, so in

>0 >0 P

0200

WALTER VAN DE VIIVER, January 31, 2007
terms of the split between oil and gas production,
to gradually get more gas production in there in
the company.

Q By the way, when you sent this e-mail,
had you already made a presentation to the
analysts?

A No.

Q Did Shell issue a press release in
connection with the reduction of the growth
target?

A Yes.

Q Did you review the press release before
it was disseminated?

A Yes, but final control is within the
London organization.

THE REPORTER: Within the what
organization?

THE WITNESS: London organization.
BY MR. HABER:

Page 121 of 390

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt (121 of 132)9/18/2007 3:54:29 PM



file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/013 107wv txt

21
22
23
24
25

Case 3:04-cv-00374-JAP-JJH  Document 365-2  Filed 10/10/2007
Q And who are you referring to?

A That's investor relationship, investor
relations that report to the CFO that ultimately
reports in to the chairman.

Q So do you know if the press release was
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approved by Philip Watts?

A Oh, definitely it will have been
approved by Phil Watts.

Q And underneath Philip Watts, Judy
Boynton?

A Yes.

Q And underneath that --

A Well, sorry. That's probably still
Steve Hodge during the transition period.

Q You're correct. I'm sorry. Steve
Hodge? It was approved by Steve Hodge?

A Well, it was during the handover. I
don't recall exactly when that happened.

Q And was Simon Henry the head of Investor
Relations at this time?

A Yes.

Q And so he would have been part of that
approval process?

A Yes.

Q If you look at the bottom of the page,
the paragraph that begins, "We will tell a
confident story to the analysts," then it says,
"At EP ExCom today there was significant
discomfort with the three percent growth target
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WALTER VAN DE VIIVER, January 31, 2007

and with the 15 percent ROACE promise."
Do you recall attending the ExCom

meeting that's referred to in this e-mail?

A Yes, but I don't recollect the type of
discussion that took place.

Q Do you recall who at ExCom voiced
discomfort with the three percent growth target?

A No.

Q What was the issue with regard to

"15 percent ROACE promise"?
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A AsIsaid earlier, one of the targets

that the business has was a ROACE target. ROACE
target was always as a certain reference oil price
to take out the sensitivity to oil price, because
at that time it was $14 a barrel in terms of the
reference price.

Q If you look at the next sentence, it
says, "This is, as you know, because our current
plan does not achieve these targets whilst you
normally want to have some 'headroom' between
internal plans and external promises."

Was this statement meant to ascribe a

reason for the discomfort that was voiced during
the ExCom meeting?

0203

WALTER VAN DE VIIVER, January 31, 2007
MR. TUTTLE: Objection to form; calls
for speculation.
THE WITNESS: If I read my own sentence
correctly, it is linked to the sentence above.
BY MR. HABER:
Q Okay, you can put this document away.
A little bit earlier this morning you
had mentioned the Technical & Operations
Excellence, the T&OE, I believe.

A Yes.

Q What is the T&OE?

A This was a recreation of a group of, we
call them "gurus," we call them "senior
professionals” in their particular area of
expertise, that would help in the oversight and
support of technical work across the group in the
various operating units, and that is something
that I initiated, because I felt it was very
important to the core of the business as doing
good technical work, to make sure that the profile
and visibility of the technical work and the
senior specialists were well recognized within
E&P.

Q Why did you initiate the T&OE?

0204

1
2

WALTER VAN DE VIJVER, January 31, 2007
A It, it was partly because of the
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concerns that I found in my visits in the various

places I visited, but also partly linked to my own
historical recollection of E&P about the roles and
positions that existed many years before when I, I
worked in, in the head office in The Hague as a
young engineer.

Q Did you need approval for the creation
of the T&OE?

A No, I don't think so. I did need
approval for some of the organizational changes
that I made to the EP ExCom around the
September/October time in that year.

Q And why did you make organizational
changes to the ExCom?

A As I just explained from the previous
e-mail, one of the things I felt uncomfortable
with was the way Exploration was structured in the
Group, where it was very fragmented, and I wanted
to create one central core of excellence and
accountability for Exploration in the Group. So
that was one of the first changes I made, together
with establishing a formal department on project
execution where we would create a project

0205

WALTER VAN DE VIIVER, January 31, 2007
organization within the Center of the Hague that
would have global responsibility for quality of
project execution across the globe. And there may
have been a few other things. I can't recollect
them all.

Q Did the organizational change in the
ExCom include personnel change?

A Yes. As part of that, I appointed

Matthias Bichsel as head of Exploration, and I

appointed Brian Ward to be my Regional Director

for Africa as well as leading the Technical &

Operations Excellence, Excellent process, and I

think those were the initial stages. Briefly

thereafter -- okay, that was a bit later when I

appointed -- no, that was in 2002 when I appointed

Frank Coopman to be CFO of E&P and moved Dominique
Gardy to the Far East and then Tim Warren to

Australia. That was a bit later in the process.
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Q Why did you select Brian Ward to be a

Regional Director for Africa?

A Ihad worked with him before. He used
to be my boss in Aberdeen, so I knew him very
well. I had a lot of respect for him, and he was
a very sort of goal-getting type of individual,

0206

WALTER VAN DE VIIVER, January 31, 2007
and I felt he was the right person to, to appoint
for those particular activities, and that -- 1

remember it took me a lot of convincing for him to
take the job, because he didn't particularly want
to come to the head office, but I did, I did get
him to take those jobs.

Q Now, was this position considered a
promotion?

A Yes.

Q Now, you also mentioned Frank Coopman to
be the CFO of E&P. Why did you, why did you ask
Mr. Coopman to join E&P in that position?

A Thad known Frank Coopman from, also
from Aberdeen where he was CFO of, of ExPro, and
he had a strong reputation when it comes to
control of, of the business. Reasonably soon
after I got my job in, in EP in The Hague, he came
to me basically volunteering himself to come and
work for me, and then as part of sort of the
normal process, he then came on board in EP.

Q Was there a reason or reasons why you
wanted Mr. Coopman to replace Mr. Gardy?

A I wanted to improve the overall effort
on business controls in E&P.
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WALTER VAN DE VIJVER, January 31, 2007

Q And had you concluded, by the time you
asked Mr. Coopman to join E&P, that the business
controls were weak at E&P?

A Tfelt as part of my overall concerns in
terms of hard-wiring the E&P business and getting
everyone better collected and getting more better
disciplined information and making sure we get
better quality monthly reports, et cetera, that

Frank would be a great addition to the team.
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Q Now, with regard to the business

controls, do you know if Mr. Coopman also -- if
you envisioned Mr. Coopman to be implementing
controls with regard to reserves reporting?

A Yes, everything that's related to
results of E&P, so that included reserves
reporting.

Q And so you asked Mr. Coopman to join in
or about 20027

A Yeah. Ican't recollect exactly what
month, but it was somewhere April/May time in
2002, or we can check. I don't know the exact
date.

Q So this is roughly about eight or nine
months or so after you took over the job?
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WALTER VAN DE VIJVER, January 31, 2007

A Yes.

Q So by that time you were able to get a
good handle on the business controls of E&P?

A Well, by the time I had a pretty good
feeling about what all needs to be done, huh? And
these things don't happen overnight. This is a
huge complex organization with many entities, and
there was a lot, a lot to be done.

Q And you felt that Mr. Coopman would be
able to strengthen the business controls?

A Yes.

Q You mentioned Tim Warren, that you sent
Mr. Warren to Australia?

A Yes.

Q Why did you send him to Australia?

A I felt that, that for running the EP
ExCom and the team that we had, I felt more
comfortable putting Dominique Gardy in that
position than maintaining Tim Warren in that
position.

Q TI'msorry. Ithink I might be a little
confused. You said after Mr. Coopman came --

A Yeah.

Q -- Dominique Gardy then went
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to Australia?

A No, no. Dominique Gardy moved, as he
evolved, from E&P to the Far East region on EP
that until the time had been occupied by Tim
Warren, who then became Country Chair in
Australia.

Q And the move with Tim Warren, was that
in connection with the initial changes that you

talked about in 20017

A Idon'trecollect. I think it was sort
of a two-stage rocket to some of the early
change -- sorry. Two-stage rocket. I think some
of the early changes that were creating the
Exploration Department and creating a Technical
Operational Excellence and getting Brian Ward in,
that was the first move, and then the second move
was the move with the chain of Coopman, Gardy and
Warren.

Q When you created the T&OE, did you form
an opinion that Shell's "technical excellence,"
for lack of a better word, was waning, was no
longer what it was?

A Yes.

Q And how did you reach that opinion?

WALTER VAN DE VIJVER, January 31, 2007
A From my, my gut feel going through the
various areas and seeing the quality of work that
was being done, and being concerned that with all
changes in the company, that trying to become more
entrepreneurial, et cetera, that the pure
recognition of technical skills and technical
professionalism had sort of taken a back seat in
the overall profile of E&P business.

Q Do you know if any of your predecessors
had implemented any programs such as the T&OE to
address the technical competence issue?

A No. There were a lot of initiatives
coming out of the Technology Group, the Service
Group in the, in the EPT and then the SepTAR bit
of that, but it was very much done from a service
perspective rather than getting sort of up front
the technical professionalism more owned and
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upgraded.

Linked to that is just the whole issue
with -- a lot of it has to do with people. There
was a system in the organization in place at that
time when I arrived what was called "open
resourcing," which essentially meant that people
themselves within the Shell system had to look for

0211

WALTER VAN DE VIIVER, January 31, 2007
the next assignments and the next job, which in
itself is encouraging, because they could find
their own market value and so on, but what it
stopped doing was that there were some of the
professional gurus who actually had a direct input
and a direct responsibility for their technical
professionalism as their career progressed and
also being able to assess where some of these

people were most needed in the organization.

So it coincided with me sort of
introducing the concept of what I called "managed
open resourcing," where open resourcing was still
there, but it was overlain by a business
perspective and a technical perspective, where our
best people should actually go in the interest of
the company rather than just the interest of
themselves.

Sorry for the lengthy answer.

Q That's okay. I think, though, my

question was if any of your predecessors had
initiated any initiatives to address the technical
professionalism competence excellence that you've
just described.

A One of the things that was -- the answer

WALTER VAN DE VIJVER, January 31, 2007
is yes. One of the things that was implemented
was the process of Value Assurance Reviews, VARs,
which was a review that was very much linked to
the whole process of, of maturing investments
where there would be a process where, as projects
would mature, that there would be dedicated
milestones, there would be reviews on whether the
project would be ready to move to the next stage.
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Q And when did --

A That was done before my time.

Q Okay. Do you know when the Value
Assurance Review was implemented?

A Tdon't know the exact time, but
somewhere around the year 2000, '99/2000.

Q Okay. Do you know if the Value
Assurance Review was incorporated into Shell's

18 guidelines?

19 A Iremember that in April 2002 we
20 included the VAR 3 milestone in the Shell reserve
21 guidelines.

22 Q And was that the first time that the VAR
23 3 milestone had been disseminated to the Shell

24 reserves people company-wide?

25 A Yes.
0213
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2 MR. HABER: I'm told we have five

3 minutes left on the videotape, and since we're

4 approaching the 5:00 hour, we might as well

5 conclude for the day.

6 THE VIDEOGRAPHER: This marks the end of
7 Volume 1 in the deposition of Mr. Van de Vijver.
8 The total number of tapes used today is three. We
9 are going off the record. The time is 4:52 p.m.

10 (Signature having not been waived,

11 Volume I of the video deposition of WALTER VAN DE
12 VIJVER was concluded at 4:52 p.m.)

13
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8 foregoing testimony, and the same is a true,
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2
3
4 CERTIFICATE OF SHORTHAND REPORTER -- NOTARY PUBLIC
5 I, Laurie Bangart-Smith, Registered
Professional Reporter, the officer before whom the
6 foregoing deposition was taken, do hereby certify
that the foregoing transcript is a true and
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7 correct record of the testimony given; that said

testimony was taken by me stenographically and

8 thereafter reduced to typewriting under my
supervision; and that I am neither counsel for,

9 related to, nor employed by any of the parties to
this case and have no interest, financial or

10 otherwise, in its outcome.

11 IN WITNESS WHEREOF, I have hereunto set
my hand and affixed my notarial seal this 31st day

12 of January, 2007.

13

14

15 My commission expires: March 14th, 2011

16
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19 LAURIE BANGART-SMITH
NOTARY PUBLIC IN AND FOR

20 THE DISTRICT OF COLUMBIA
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1 IN THE UNITED STATES DISTRICT COURT
2 DISTRICT OF NEW JERSEY

3 Civ. No. 04-3749 (JAP)

4 (Consolidated Cases)

5 Hon. Joel A. Pisano

6

A +

8 IN RE ROYAL DUTCH/SHELL

9 TRANSPORT SECURITIES

10 LITIGATION

|l +

12

13 Volume II

14 Videotaped Deposition of Walter Van De Vijver
15 Washington, D.C.

16 Thursday, February 1st, 2007
17 9:37 am.

18

19

20

21

22

23 Job No. 22-94163

24 Pages 218 - 454, Volume II

25 Reported by: Paula G. Satkin
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Taken pursuant to notice, before Paula
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23 And Notary Public in and for the District of
24 Columbia.
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6 Walter Van De Vijver, in the matter of Royal
7 Dutch/Shell Transport Securities Litigation.

8

Today's date is February 1, 2007.

9 The time 1s 9:37 a.m.

10 I would like to remind the witness

11  he is still sworn in from yesterday.

12 Whereupon--

13

14 Walter Van De Vijver

15 a witness, called for examination, having been
16 previously first duly sworn, was examined and
17 testified as follows:

18

19 EXAMINATION BY COUNSEL FOR LEAD PLAINTIFF
20
21 BY MR.HABER:

22 Q. Good morning, Mr. Van De Vijver.
23 A. Good morning.

24 Q. I would like to start off this

25 morning by looking at your letter which we've
0227

1 WALTER VAN DE VIJVER

2 marked as Exhibit 1.

3 MR. DOWD: Get the exhibits back.

4 BY MR.HABER:

5 Q. If you would please turn to page

6 2. The first full paragraph of that page that

7 begins with "closeout of 2001." Do you see

8 that?

9 A. Yes.

10 Q. Okay. For the record, it says,

11 "by closeout of 2001 reserves in February 2002,
12 we had identified a number of exposures

13 regarding the company's proved reserves (both
14 outlook and historical exposures) and we advised
15 CMD."

16 What do you recall about that time

17 period, the closeout of the reserves and what
18 was advised?

19 A. Ireceived the annual audit report

20 from the group reserves auditor, Anton

21 Barendregt, so that was a completed report that
22 was distributed to me.
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23 I don't have any involvement in
24  that process itself. I mean clearly people from
25 my organization are involved, external auditors
0228

1 WALTER VAN DE VIJVER

2 and group finance report, but I received that

3 report as a conclusion.

4 And based on what I saw in that

S report a note was prepared for the CMD in

6 February 2002.

7 Q. Do you recall if there was a

8 presentation to the ExCom that preceded the note
9 to the CMD?

10 A. TI'mnot sure. It may very well

11 be.

12 MR. HABER: We're going to mark

13 three separate documents. They will start off
14 as Van De Vijver 9, 10, and 11.

15 The first exhibit is Exhibit 9,

16 which is EP ExCom meeting note dated February 4,
17 2002.

18 And I'll let you do the sticker

19 and we can get it moving.

20 (Van De Vijver Exhibit Number 9

21 was marked for identification.)

22 MR. HABER: The second in this

23 series, which is Van De Vijver Exhibit 10 is a
24 presentation from a meeting of the ExCom dated
25 February 4, 2002.
0229

1 WALTER VAN DE VIJVER

2 (Van De Vijver Exhibit Number 10

3 was marked for identification.)

4 MR. HABER: And the third, which

S is marked as Van De Vijver 11, is an e-mail

6 from Lorin Brass dated, February 20, 2002, to

7 Dominique Gardy and a number of other people.
8 The subject reads note for

9 information reserves CMD, February 2002. And
10 the attachment is a note for information to the
11 CMD, dated February 11, 2002.

12 (Van De Vijver Exhibit Number 11

13 was marked for identification.)
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14 MR. HABER: And I will just now
15 give the Bates numbers while Mr. Van De Vijver
16 has a chance to look at these documents. For
17 the record I will just identify the Bates
18 numbers.
19 Exhibit 9, which is the EP ExCom
20 meeting note with the attachment, is Bates
21 numbered RIW00321823 through RIW00321837.
22 Exhibit 10, the presentation, is
23 Bates numbered and just for the record it says
24 reserves presentation and in the upper
25 right-hand corner it says 4th February 2002.
0230
1 WALTER VAN DE VIJVER
2 The Bates number is VO0O010188
3 through VO0010211.
4 And Exhibit 11, which is the
S5 e-mail from Lorin Brass to Dominique Gardy and
6 others, which attaches the note for information
7 CMD, February 11,2002, EP hydrocarbon resources
8 update 1/2/2002.
9 There are two Bates ranges. The
10 firstis V00120473 through V000120485. And the
11 second range is DB07636 through DB07648.
12 BY MR. HABER:
13 Q. Mr. Van De Vijver, have you had
14 an opportunity to look at the three documents
15 that we've just marked?
16 A. Yes.
17 Q. Starting with Exhibit 9, have you
18 seen this document before today?
19 A. T've seen it before, but I don't
20 know when.
21 Q. Okay. And if you look at the
22 second page or the third page of the document
23 that's the attachment to the note there's a note
24 from Anton Barendregt dated January 30, 2002.
25 It's titled review of group and 2001 proved oil
0231
1 WALTER VAN DE VIJVER
2 and gas reserves summary preparation.
3 Is this the report you were
4 referring to a moment ago?
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5 A. Yes.

6 Q. And if you notice on the note

7 there's handwriting. Do you recognize that

8 handwriting?

9 A. T'mnotsure. If I see the word

10  appraisal it sort of looks like my handwriting,
11 but I don't think I ever write note that is

12 there, so I can't be sure.

13 Q. If you look at the paragraph

14 Mr. Barendregt is referring to the use of

15 scorecards. Do you see that? It says the

16 widespread use of reserves targets scorecards?

17 MR. DOWD: Hang on a second. Let
18 him read the paragraph.

19 THE WITNESS: Yes. I've read it.
20 BY MR.HABER:

21 Q. You see at the end it says,

22 however, the shift -- I'm 1n that same

23 paragraph. However, a shift in scorecard

24 emphasis from reserves booking to successfully
25 meeting project milestones is recommended.

0232

1 WALTER VAN DE VIJVER

2 In the right margin there's a

3 handwritten note from you saying no.

4 Why did you say that?

5 A. Well, I think, as I mentioned

6 before, I'm not sure whether this is my

7 handwriting.

8 I'm happy to comment on it, but I

9 cannot be sure that this is my handwriting.
10 Q. What was your reaction to that
11 recommendation?

12 A. The scorecards for EP had a

13 mixture of a variety of targets for the business
14 and I did feel it appropriate that reserve

15 replacement was one of the items on that

16 scorecard.

17 I also believed that items like

18 milestones on project or what I call strategic
19 activities were important, as well, and they

20 were incorporated in the scorecard, so it's

21 ultimately about the balance you get on things
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22 that reflect the overall health of the business.
23 This is, by the way, a discussion
24 that ended up every year at conference where the
25 scorecards for the business was agreed.
0233

1 WALTER VAN DE VIJVER

2 Q. Do you recall attending a meeting

3 of the conference where discussion of the

4 scorecards was conducted?

5 A. Oh,yes,several. Yes.

6 Q. Was there such a discussion in

7 20017

8 A. Idon't recollect. I know for

9 certain there was a discussion on that in 2002
10 and I think also in 2003, because at those times
11 there was not only a discussion about what the
12 target should be, but also a discussion about

13 what percentage of the scorecard should be

14 linked to reserve replacement.

15 Q. And with regard to 2002, what 1s

16 your recollection of the conclusion reached by
17 the conference?

18 A. We would have to look. I don't

19 particularly recollect all the details, but I

20 think there were two occasions during my tenure
21 that the actual weighting on the scorecards on
22 reserve replacements were actually increased as
23 aresult of the meetings with conference.

24 Q. When you're saying the actual

25 weighting on scorecards you're referring now to
0234

1 WALTER VAN DE VIJVER

2 reserves additions?

3 A. Reserves replacements, yes.

4 Sorry.

5 Q. And in 2002 the chair of the

6 conference was Phil Watts?

7 A. The chairman of conference was

8 Phil Watts, but of course that's with all the

9 nonexecutives being there as well.

10 Q. Do you recall what Phil Watts'

11 position was on scorecards at that time, 20027
12 A. No.
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13 Q. Do you recall what his position

14  was in 20037

15 A. Tonly know what the end result

16 was. Idon't recollect any particular details

17 how that process went.

18 Q. Do you recall any discussion at

19 the conference about Barendregt's --
20 Mr. Barendregt's criticism of the scorecard
21 system?
22 A. No.
23 Q. Did you ever talk to
24  Mr. Barendregt about his criticism of the
25 scorecards?
0235

1 WALTER VAN DE VIJVER

2 A. Thad nothing personally to do

3 with Barendregt.

4 The first time I met

S Mr. Barendregt was in December '03.

6 The answer is no. Sorry. The

7 answer is no and clarification I did not meet

8 Barendregt until the first time December 2003.
9 Q. What was the reason you met

10 Mr. Barendregt in December 20037

11 A. Because then I personally attended

12 afew meetings where we were going through the
13 detail about the numbers of Oman and Nigeria and
14 how they should be restated and I wanted to get
15 at that stage a hands-on feeling about how these
16 discussions were also happening.

17 That was also at the time I had

18 called in Rod Sidle, who I remembered working
19 and being involved with reserve reporting in the
20 United States to help us in that process.

21 Q. Do you recall at the conference

22 any discussion about the impact reserves

23 additions had on the scorecard, like a

24 percentage?

25 A. Idon't understand your question.
0236

1 WALTER VAN DE VIJVER

2 Q. Did anyone try to attach a

3 percentage of importance, if you will, to
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4 reserves additions in the scorecard?

5 A. Yes. That's what I answered

6 earlier, yes. That's when I think twice the

7 weighting on the reserve replacement on the

8 scorecard for E&P got increased.

9 Q. When I say percentage you're

10 talking about the weighting?

11 A. Yes.

12 MR.DOWD: W-E-I-G-H.

13 MR. HABER: Right.

14 BY MR.HABER:

15 Q. Do you recall -- bringing it two

16 levels down to the ExCom level, do you recall if
17 the ExCom took any action on Mr. Barendregt's
18 recommendation concerning scorecards?

19 A. Tdonotrecollect. Ican only

20 recollect that this then triggered getting a

21 note to the CMD.

22 Q. [If you look at the note, the first

23 page of Exhibit 9, you'll see on the chart on

24 the very top under achievements there's a chart
25 concerning the RRR. And I would like you to
0237
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WALTER VAN DE VIJVER
take a look at the number under the total BOE, 8
CCC-RRR, and then underneath it it says
excluding A&D, which I understand is
acquisitions and divestments. You see the
number is 52 percent. Do you recall any
discussion at the ExCom about the RRR?

A. No. Ido notrecollect. The

number is what it is.

Q. Do you know who prepared this
note?

A. At the time in my organization
Dominique Gardy and Lorin Brass were responsible
persons in the ExCom for reserve reporting, so
in between the two of them that note must have
been prepared.

Q. Now, if you look under issues.

You see under the first bullet point, and this
time it truly is a bullet, it says SPD PDO in
Abudhabi representing 18 percent of EP's
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21 production. Cannot book reserves for the

22 foreseeable future as it is doubtful that the

23 already booked reserves can be produced within
24  the remaining license period. The reserves

25 exposure in these OUs is over 1 billion barrels
0238

1 WALTER VAN DE VIJVER

2 and sensitive to OPEC constraints.

3 Do you recall discussion about

4 this issue?

S A. No. Idon't recollect that.

6 Q. With your trips to PDO did it

7 surprise you that PDO was identified as an issue
8 on this note?

9 A. No.

10 Q. With your trip to SPDC did it

11 surprise you that SPDC was on this note?

12 A. No. Those were two very important
13 areas where clearly by this stage I had

14  identified that there were operational issues.
15 Q. Now, looking at Mr. Barendregt's
16 note again. If you can turn the page I would
17 like you to take a look at the last full

18 paragraph of the first page, the paragraph

19 beginning, "the overall finding from the audit
20 wvisits." Are you with me?

21 A. Yes.

22 Q. Okay. And in particular I would

23 like you to focus on the second sentence that
24 says, "there's a possibility of a minor

25 overstatement of group proved reserves in some
0239

1 WALTER VAN DE VIJVER

2 fields where historically booked reserves are

3 not in line with recent SEC guidance."

4 What was your reaction when you

S read that?

6 A. Well, I didn't have a reaction to

7 that. I mean I accepted that the experts had

8 come to the conclusion that they came on the
9 overall state of the reserves. They were the

10 experts, they were giving the numbers.

11 Q. Your take from the note -- the
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12 note to ExCom and the note from Mr. Barendregt
13 was that there were flags being raised about
14  certain operating units within the portfolio?

15 MR. TUTTLE: Objection to form,
16 characterization of the testimony.

17 Q. You can answer.

18 A. Yes. In the context of what I

19 then submitted to the CMD and the overall
20 actions that were in place to improve the
21 technical rigor and quality in the overall
22 health of the business.
23 That has been my ongoing drive
24 from the time I was in the business to do
25 everything possible to make those improvements.
0240

1 WALTER VAN DE VIJVER

2 At the end of the day this was not

3 an issue about noncompliance or not, this was an
4 issue about believing the experts about their

5 opinions and taking it from my side to improve
6 the business.

7 Q. Do you recall any discussion about

8 the SEC's guidance in the ExCom?

9 A. No.

10 Q. I would just like to now have you

11 look at Exhibit 10. That's the presentation

12 materials.

13 Do you recall seeing this

14 presentation during the ExCom meeting?

15 A. Tdonot recollect that particular

16 time when the presentation was made. I've seen
17 this presentation over the last couple of years.
18 Q. Okay. I would like you to take a

19 look for a moment. It's in the backup portion
20 of this presentation. I would like you to take
21 alook at page V00010208.

22 MR. DOWD: 208?

23 MR.HABER: Yes.

24 BY MR.HABER:

25 Q. Before I ask you a question about
0241

1 WALTER VAN DE VIJVER

2 this slide, do you know if a PowerPoint slide
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3 presentation such as this exhibit were included
4 as prereading for ExXCom meetings and CMD

S meetings?

6 A. Generally not. If there was a

7 note that was it and if there was a general slot
8 for a particular item obviously people would

9 come in with presentation material.

10 Q. And the presentation material

11 would then be handed out at the meeting?

12 A. Not necessarily.

13 Q. Do you recall if this was handed

14 out, this being this exhibit?

15 A. No.

16 Q. I would like you now to focus on

17 page 208. You'll see there's a bullet points of
18 five operating units and it's under the heading
19 new fields - reserves at risk. The first one

20 identified is Australia (SDA-Gorgon). Then it
21 says 550 million BOE.

22 Do you recall a discussion at this

23 ExCom meeting about Gorgon being at risk?
24 A. No.

25 Q. When was the first time that you
0242

1 WALTER VAN DE VIJVER

2 learned that the reserves that had been booked
3 at Gorgon were at risk?

4 A. When we started making the

S exposure list in E&P.

6 Q. And do you recall when the

7 exposure list was first circulated?

8 A. It matured over time. Obviously,

9 we had some reference in that CMD note in

10 February. Then we had the July note in that
11 same year, 2002 to CMD. And I think then with
12 the ongoing activities what I asked Frank

13 Coopman to do, I think, I formalized a standard
14 format around October 2002, so it's sort of

15 evolving over 2002, but you may want to look at
16 documents. That's my best recollection.

17 Q. That's okay. Why don't we take a
18 look at Exhibit 11. And if you could identify
19 where -- where the exposures or the beginnings
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20 of the exposure list are?
21 A. On the first time mentioning is on
22 the bottom of page 2 of that note; right?
23 Q. So that would be on page 4747
24 A. Yes.
25 Q. Did you prepare this note?
0243

1 WALTER VAN DE VIJVER

2 A. Not personally.

3 Q. Did you instruct someone on your
4  staff to prepare it?

5 A. Yeah, Lorin Brass.

6 Q. Did you review it before it was

7 sponsored?

8 A. TIdo not recollect.

9 Q. Did you sponsor the note?

10 A. Yes. That's the standard

11 procedure at CMD, that a business that submits a
12 note to CMD is the sponsor.

13 Q. Do you recall any discussion at --
14  withdrawn.

15 Was there a meeting at the CMD on
16 February 11th, if you recall?

17 A. Thave to assume that there was a
18 meeting at the CMD, all right. The answer is,
19 yes, there was a meeting.

20 Q. Do you recall discussing the

21 exposures that are identified on page 4747
22 A. No.

23 Q. Soit's your understanding that

24  this note was distributed to every member in
25 attendance at the CMD meeting?
0244

1 WALTER VAN DE VIJVER

2 MR. TUTTLE: Objection to form and
3 characterization of the testimony.

4 THE WITNESS: Any note that is

S issued to the CMD people get it in their

6 prereading material the Thursday or Friday

7 before the meeting the next Tuesday and/or
8 Wednesday.

9 BY MR.HABER:

[N
-

Q. That would mean they would get it
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11 in prereading material even if they were not in

12 physical attendance at the meeting?

13 A. Yes.

14 Q. Was that a standard practice?
15 A. Throughout, yes.

16 Q. When you say throughout,

17  throughout your tenure at EP?

18 A. AtCMD, yeah.

19 Q. AtCMD. Okay.

20 Do you recall in just looking --

21 you can go back if you will to flip to Exhibit 9
22 for a moment, looking at Mr. Barendregt's
23 report. And if you can turn to page 8277

24 A. Yes.
25 Q. Do you recall any discussion at
0245

1 WALTER VAN DE VIJVER

2 the ExCom about Angola block 18?

3 A. No.

4 Q. Do you recall having any reaction
S when you read item 4, which is about Angola
6 block 187

7 A. No. And I have to admit there I'm
8 not sure whether I read the total note. I mean

O

I was getting a lot of material. I normally

10 stick to reading the summary.

11 Q. In terms of the production license
12  constraints. After you had received

13 Mr. Barendregt's note did you initiate any
14 action to try to resolve the license constraint

15 issue?

16 A. 1 think that that issue on license
17 extension came later that year.

18 Q. That year being 2002?

19 A. Yes.

20 Q. And what is your recollection of
21 how it came about?

22 A. For me for both areas the license

23 extension came about because in both areas we
24  were planning massive investments in terms of
25 activities in the countries and we wanted to get
0246

1 WALTER VAN DE VIJVER
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2 comfort that ultimately we would be able to get
3 the rewards of that beyond what was then seen as
4 the end of license.

5 Q. When you say both areas?

6 A. TI'm talking Oman and Nigeria,

7 sorry.

8 Q. Okay. Let's take Nigeria.

9 In particular what steps did you

10 take to address the license expiry or constraint
11  issue?

12 A. Interms of my personal action I

13 remember raising it with the President of

14 Nigeria.

15 Q. And when was that?

16 A. Somewhere in 2002. You would have
17 to look at minutes of meetings to be able to see
18 it.

19 Q. Do you recall if that trip was
20 taken in March of 20027
21 A. I cannot be sure.
22 Q. Did anyone accompany you on that
23 trip?
24 A. TIfIwould go on a trip there
25 would always be someone accompanying me. We
0247

1 WALTER VAN DE VIJVER

2 would have to look at the records.

3 Q. Do you recall if Lord Oxburgh came
4 with you?

S A. Thad one trip indeed I do

6 recollect there was one trip where Lord Oxburgh
7 indeed joined me as part of his role in

8 conference, I think it's called social

9 responsibilities committees or something

10  similar, and he wanted to get a firsthand feel

11 about the relationships with local communities.
12 Q. When he went to Nigeria with you

13 do you recall if he also visited SPDC?

14 A. Yes. Yes.

15 Q. Do you recall if he was provided

16 with any data about SPDC's production?

17 A. Idon'tknow. I was not with him

18 the whole time. I mean we had separate

Page 150 of 390

file:///Cl/Documents%20and %20Settings/daustin/Desktop/Deposition%20Transcripts/020 107wvandervijver txt (18 of 144)9/18/2007 3:54:38 PM



file:///Cl/Documents%20and %20Settings/daustin/Desktop/Deposition%20Transcripts/020 107wvandervijver .txt

Case 3:04-cv-00374-JAP-JUH  Document 365-2 Filed 10/10/2007

19 programs.
20 Q. Do you recall when the two of you
21 were together if you were provided information
22 about SPDC's production?
23 A. TIreally -- I really don't
24 remember.
25 Q. Going back to what started all of
0248

1 WALTER VAN DE VIJVER

2 this, you said you met with the President of

3 Nigeria?

4 A. TImet with the President of

S Nigeria on a frequent basis as part of my

6 regional job. As I explained yesterday as

7 managing director I tried to maintain

8 relationships with people like the President of

9 Nigeria.

10 Q. On the issue of license

11 constraints do you recall what you had discussed
12 with the President?

13 A. Trecall raising that once given

14 the massive investments that were ongoing in the
15 gas infrastructure in SPDC.

16 Q. Do you recall what he said to you?

17 A. Tthink it was a typical set of

18 nonconclusive meeting.

19 Q. What was the relationship like

20 between Shell and Nigeria?

21 A. I think the relationship between

22 Shell and Nigeria was, I think, generally seemed
23 to be pretty good. Of course, the major person
24  who was looking after that relationship was the
25 country chairman in Nigeria.
0249

1 WALTER VAN DE VIJVER

2 Of course, relationships in

3 Nigeria are always relative given the complexity
4 of the country. You may have a good

S relationship with the president. It doesn't

6 mean you don't have a lot of other enemies in

7 the countries and local communities because

8 there are about a hundred different tribes in

9 Nigeria, particularly where there are
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operations. There are always a lot of community

11 issues. Ithink my assessment that the

12 relationship with the President was pretty good.
13 Q. On alevel below the President

14 what was Shell's relationship like with the

15 local communities?

16 A. Always mixed.

17 Q. How so?

18 A. Well, there was in Nigeria, given

19 the different states that were out in the delta
20 and the local leaderships in the delta there was
21 -- on a frequent basis there were disagreements.
22 A lot related to the central government in terms
23 of how revenue from the oil and gas industry was
24 distributed to the local states and therefore

25 the local communities.
0250

1 WALTER VAN DE VIJVER

2 Q. Do you recall Shell encountering

3 civil unrest during your tenure at EP?

4 A. Tthink civil unrest is a big

S word, but there certainly were on a frequent

6 Dbasis there were -- there was sabotage

7 facilities.

8 Q. And as a consequence that would

9 delay production?

10 A. That obviously had an impact on

11  production levels, yes.

12 Q. Other than civil unrest, sabotage

13 and the like, were there any other factors that
14 was -- that were affecting production levels at
15 SPDC?

16 A. Imean there were always a variety
17 of factors in Nigeria. One of the things in

18 Nigeria was that we worked there in joint

19 venture with the government being a partner in
20 the joint venture. So there was on a yearly

21 basis a lot of discussion on what would be

22 allocated and funds that would be available to
23 not only pay for the cost that had taken place
24 over the past period, but also in terms of

25 taking their share of future investments.

0251
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1 WALTER VAN DE VIJVER

2 Q. Do you recall there being a

3 problem with maintaining technically competent
4 senior people?

S A. Yes. Ithink as I mentioned to

6 you yesterday, Nigeria became one of my

7 resourcing priorities and, as you can imagine,

8 Nigeria was not always a very nice place to

9 work. And, therefore, getting ex-patriots to

10 accept to go to Nigeria was never easy,

11 particularly as I mentioned in the constraints
12  of an open resourcing system people would not
13 really readily volunteer to go to Nigeria. So I
14 implemented a dedicated drive to bring more
15 competent experts into the organization.

16 All these things take time, but

17 that was part of my initiative.

18 Q. Other than through a formal note

19 like the ones we just looked at in Exhibits 9
20 and 11 did you communicate these issues that you
21 were finding in Nigeria to your colleagues on
22 the CMD?

23 MR. TUTTLE: Objection to

24  characterization of the documents.

25 MR. MORSE: Same objection.
0252

1 WALTER VAN DE VIJVER

2 BY MR.HABER:

3 Q. Who did you communicate these

4 issues to?

S A. TIhad the normal habit of visits

6 thatI would have to operating areas to provide
7 abrief summary to my colleagues at CMD, aside
8 from to my own staff.

9 Q. Do you recall communicating these
10 various issues affecting production with Phil
11 Watts?

12 MR. MORSE: Objection to form,

13 characterization.

14 THE WITNESS: These notes would go
15 to the CMD and that includes Phil Watts.

16 BY MR.HABER:

17 Q. When you say "notes" are you
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18 referring to formal notes?

19 A. No, no. Both.
20 On a regular update there would be
21 formal CMD notes on Nigeria and on Oman to the
22 CMD, but in between activities if I would travel
23 and make visits and would have visit reports
24 they would separately, out of the formal route
25 would be copied to my CMD colleagues as well.
0253

1 WALTER VAN DE VIJVER

2 Q. Going back again to the issue of

3 license constraints, after meeting with the

4 President of Nigeria were there other steps that

5 you initiated or took yourself to address the

6 issue?

7 A. 1did not personally, but my staff

8 did.

9 Q. And what did your staff do?

10 A. Ithink we're jumping a little bit

11 forward in time, but I do recall that we did get
12 aformal opinion from outside law firm, Cravath,
13 I think it was.

14 Q. Cravath?

15 A. Cravath, which basically sort of

16 shorthand said that Shell would have a right for
17 extension on the license of SPDC.

18 Q. And do you know from within Shell
19 who was principally responsible for spearheading
20 the communications between Shell and Cravath?
21 A. Tknow that Frank Coopman, my CFO,
22 was involved in that, but I don't know the rest
23 around him.

24 Q. Do you know a Guus Klusener? A

25 Guus, G-U-U-S Klusener?
0254

1 WALTER VAN DE VIJVER

2 A. Guus? That sounds Dutch.

3 Q. Yes. Pardon my Dutch

4 pronunciation.

5 A. No. That name doesn't immediately

6 ring a bell.

7 Q. How about a Peter Folmer?

8 A. Yes. Peter Folmer, that's a
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9 well-known name. He was the group head of the
10 legal department or whatever you call it, the

11 top legal guy within Shell.

12 Q. Do you know if Mr. Folmer had any
13 involvement in liaisoning between Cravath and
14 Shell?

15 A. Idon't know.

16 Q. Do you know who at Cravath was

17  principally responsible for doing the work on
18  Shell's behalf?

19 A. No. Idid not have any
20 involvement in that.
21 Q. Have you heard of a person by the
22 name of Rory Millson?

23 A. No. Sorry,Ican't help you on

24  that.

25 Q. Do you know a person by the name
0255

1 WALTER VAN DE VIJVER

2 of William Rogers? He also goes by the name Bud
3 Rogers?

4 A. Bud. That name I recall because I

S met him during project Rockford.

6 Q. Okay.

7 A. I met the other one, but it's only

8 the Bud that recollects.

9 Q. When you were in Nigeria did you

10 ever take a look at SPDC's business plans?

11 A. Tdon't really know how to answer

12 that question. I've been given overviews of the
13  state of the business and lots of presentations,
14 but I don't recollect the real detail and

15 whether there was a formal business plan or not,
16 but I certainly had a lot of presentations.

17 Q. Do you recall presentations on

18 SPDC's growth and production targets?

19 A. No, but I do recollect that both

20 in 2002 and in 2003 Nigeria was actually

21 achieving some production records.

22 Q. Do you know if they were meeting
23 production targets?

24 A. That, I wouldn't be able to

25 answer.
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WALTER VAN DE VIJVER
I only know both 2002 and 2003
were pretty good performances of Nigeria. Part
of that was because they started their first
offshore fields EA and I guess part of it in
terms of the activity that was taking place.
Q. Is EA agas oran oil field?
A. Anoil field. It is a Shell
offshore oil field.

Q. Yesterday you mentioned there were
approximately 6,000 employees in Nigeria?

A. Yeah. Yeah.

Q. Do you know if there was a
secondment program where these employees also
worked in the United States?

A. Broader than that there was a
program where these Nigerians, as part of their
training would move to all different operating
units in the world. They often -- they had some

20 favorite locations. They would like to go in

21 the Far East and so on because it was a bit more
22 Muslim environment but, no, generally there was
23 an active program to ensure Nigerians would get
24  their development and training in other areas of
25 the world, including the United States.
0257

1 WALTER VAN DE VIJVER

2 Q. Do you know if any of the

3 employees at SPDC or SNEPCO maintained offices
4 in the United States?

5 MR. TUTTLE: Objection to form.

6 THE WITNESS: I would not know.

7 BY MR.HABER:

8 Q. You say you don't know for both

9 SPDC and SNEPCO? I just want to make sure the
10 record is clear?

11 A. Why I'm hesitating to answer is

12 that in the SDS organization in Houston and New
13 Orleans where they provided support for projects
14 for Nigeria, that there were Nigerians in those

15 teams, as well, but I don't know whether they

worked on their label I'm SNEPCO or whether they
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17 were temporarily assigned to SDS. I wouldn't be
18 able to answer that.

19 Q. But they worked in the United
20 States; correct?
21 A. Yes. There were certainly people
22 that were in those teams.
23 (Van De Vijver Exhibit Number 12
24 was marked for identification.)
25 MR. HABER: We're marking as
0258

1 WALTER VAN DE VIJVER

2 Exhibit 12 --

3 MR. DOWD: Are you through with 9,
4 10,117

5 MR.HABER: Yes.

6 THE WITNESS: Let's keep them in
7 sequence.

8 MR. DOWD: I will. That's what

9 I'm here for.

10 MR. HABER: We are marking as
11 Exhibit 12 a trip report.

12 And while I identify it for the

13 record, Mr. Van De Vijver, if you could just
14 take alook at it.

15 The document says Oman visit 8-11
16 May 2002. Its Bates number is HAG 00110562
17 through HAG 00110567.

18 BY MR.HABER:

19 Q. Have you had an opportunity to

20 look at it?

21 A. Yes.

22 Q. Do you recognize this document?
23 A. Yes.

24 Q. What is this document?

25 A. Thisis a -- I must admit,
0259

1 WALTER VAN DE VIJVER

2 chauffeur driven visit report from my visit to
3 Oman.

4 Q. For what reason did you visit Oman
S in May of 20027

6 A. AsTsaid, this was, as it said,

7 my continuous strong passion about Oman and
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wanted to make sure that we were making progress

on the concerns that I identified during
previous Visits.

11 Q. Do you recall distributing this

12  trip report to your colleagues on the CMD?
13 A. T wish you had the distribution

14 list attached. I don't exactly recall who it

15 went to.

16 Q. Other than any particular person

17 do you recall distributing it to any member of
18 the CMD?

19 MR. MORSE: Objection, asked and
20 answered.
21 BY MR.HABER:
22 Q. You can answer.

23 A. T would prefer to see it. As I

24 said, the normal practice for me was to

25 distribute it to all CMD members and the people
0260

1 WALTER VAN DE VIJVER

2 in my organization but I cannot be sure,

3 particularly because this time I guess I had my
4 secretary to prepare this report.

5 Q. But as a matter of normal practice

6 you would distribute trip reports?

7 A. Sure.

8 Q. In the second paragraph under

9 introduction there's a reference to sessions

10 with Omani officials, the Minister of O1l and
11  Gas, the Minister of National Economy, the
12 chairman of PDO/Undersecretary of MOG.
13 Did you meet with each one of

14 these ministers separately?

15 A. We have to look further in the

16 minutes. The way it is written it looks like I
17 had separate meetings with the three ministers,
18 but I would always be accompanied by John
19 Crocker.

20 MR. DOWD: I think the witness is
21 looking at page HAG001110565; correct?

22 THE WITNESS: Yeah.

23 BY MR.HABER:

24 Q. Thank you.
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25 After meeting with the various
0261

1 WALTER VAN DE VIJVER

2 officials from the Omani government how would
3 you at that time describe Shell's relationship

4  with the Omani government?

S MR. TUTTLE: Objection to form.

6 THE WITNESS: Still difficult.

7 BY MR.HABER:

8 Q. Still difficult?

9 A. Yes.

10 Q. Why is that?

11 A. Because we hadn't quite delivered
12 the improvements in overall performance. I
13 think that's what the whole tenure of the note
14 is about what was happening and what was not
15 happening at that stage.

16 Q. [Ijust would like to direct your

17 attention under the summary. Again, these are
18 dashes and plus signs. By the way, is there a
19 distinction between the dash and the plus?

20 A. Yes. That's my shorthand for low
21 lightis a negative and a highlight is a

22 positive.

23 Q. Okay. So under the second low

24 light, "production continues to slide (now some
25 770 thousand barrels per day)." It goes on to
0262

1 WALTER VAN DE VIJVER

2 say the totally unreliable monthly short-term

3 forecasts.

4 What do you recall about that?

S A. What I recall about that was

6 production was still sliding and the

7 organization didn't really have a good grip on
8 their overall production because they would

O

10
11
12
13
14
15

forecast a month that they would produce X but
then they would produce something different so
the quality of the whole operation and the
ability to forecast our production was at that
point in time not there.

Q. Now, going down to the last
negative before you get to the first positive it
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16 says continued pressure on downward revision of
17 reserves. What did you mean by that?

18 A. Well, that was the whole story

19 about trying to get an understanding about the
20 total position of our reserves, and just for
21 clarity, everything I'm talking about is
22 expectation reserves. This is at the time I had
23 brought in Stuart Evans, the petroleum
24 engineering, for better word, guru, that I
25 called at that time that would start to get a
0263

1 WALTER VAN DE VIJVER

2 handle on the total portfolio and the, at that

3 stage he gave sort of overview where he was

4 where there were clearly concerns about overall
5 state of the business. At least the positive as

6 I said on the second to bottom, plus that the

7 whole review of the asset portfolio had at least

8 finally started.

9 Q. If we could just look at the

10 summary for a moment. You write, "overall my
11 patience had been tested too long with PDO and
12 its management progress over the last year (is
13 not just about delivered production!) has been
14 underlined, less than expected, again

15 underlined, less than promised and again

16 underlined, less than could have been possible.
17 What did you mean by that?

18 A. Tthink you can't write it any

19 clearer than I did.

20 Q. I get the part that your patience?

21 A. TI'm normally a bit of an impatient

22 person and clearly the difficulty you have when
23 you deal with the PDO than when you would deal
24  with a normal Shell organization this is not a
25 Shell company. You cannot forget that PDO is
0264

1 WALTER VAN DE VIJVER

2 not a Shell company, it's a company with a

3 majority shareholder, the government. It has

4 its own Board structure and that's normally it's

S through the Board that a company like that gets
6 governed. Here I'm coming in from the side all
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the time saying you guys get your act together,

8 go and do things and it is -- it was very

9 frustrating there was a long period of denial in
10 the management of PDO in terms of getting to
11 grips what was really happening. They were

12 doing things but it was not really getting the

13 tracks I wanted and I was starting to lose my

14 patience and it all meant that I was

15 accelerating through whatever mechanism I had to
16 bring in better people and to get tracks on the

17 things that needed to be done to get a grip on

18 their portfolio. And ultimately, of course, the
19 key thing I decided is I think there is -- isn't
20 there -- sorry this may be -- there's an
21 appraisal in the back what I think about some of
22  the people.
23 Q. Right.
24 A. It's part of my sort of analysis
25 where I basically say things will have to change
0265

1 WALTER VAN DE VIJVER

2 and the end of the day I decided that, yes, I

3 brought in some new people like this. Eulderink
4 that's on the last page.

S MR.DOWD: E-U-L-D-E-R-I-N-K.

6 BY MR.HABER:

7 Q. You're looking at page 566 and

8 page 5677

9 A. Yes. The last page I remember

10 saying very encouraging start, changed director,
11 excellent people skills, right approach, right

12 man, right place, in the right time. He was

13 meant to be a catalyst for change in the

14 management team, but as you will then of course
15 see a couple of months later I decided to make
16 changes and put in a new managing director

17 because my patience had gone.

18 MR. FERRARA: We've been on for
19 about an hour. At a convenient point do you

20 want to give us a chance to stretch.

21 THE VIDEOGRAPHER: We're going off
22 the record the time 1s 10:38 a.m.

23 (A brief recess was taken.)
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24 THE VIDEOGRAPHER: We are back on
25 the record. The time is 10:55 a.m.
0266

1 WALTER VAN DE VIJVER

2 BY MR.HABER:

3 Q. Mr. Van De Vijver I want to mark

4 another document as Van De Vijver Exhibit 13?
5 (Van De Vijver Exhibit Number 13

6 was marked for identification.)

7 BY MR.HABER:

8 Q. And while I identify it for the

9 record if you could just take a look at it.

10 It's a one-page document with two e-mails on it
11  i1s last of which is from Mr. Van De Vijver it's
12 dated May 29, 2002. It's to Philip Watts

13 subject line reads reserve replacements.

14 The Bates numbers and there's two

15 1s V00110934. The other one is NI 000933.
16 Have you looked at both e-mails?

17 A. Yes.

18 Q. Do you recall seeing these e-mails

19 before today?

20 A. Yes.

21 Q. Before we start talking about the

22 specifics of the e-mails do you recall the

23 context in which these e-mails were written?
24 A. Only as far as I know I was going

25 to bring the issue of our reserve position back
0267

1 WALTER VAN DE VIJVER

2 to CMD in the middle of the year and I get a

3 question from Phil on reserve replacement.

4 Q. When you say reserve position are

S you referring to the entire portfolio?

6 A. Yeah.

7 Q. Were you also intending to include

8 adiscussion of the reserves exposures?

9 A. An overall update with where we

10 were with all our actions and plans on getting a
11  better understanding of our portfolio.

12 Q. Prior to the e-mail Mr. Watts had

13 sent to you had you spoken with Mr. Watts about
14  this presentation to the CMD?
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15 A. Not as I recollect.

16 Q. Now, if you look at his e-mail to

17 you he says -- before I get into that -- it

18 refers as you said presentation to the CMD. Do
19 you recall when this meeting was to occur?
20 A. Middle of the year. I think it
21 was July.
22 Q. July of 20027
23 A. Yes.
24 Q. Now in Mr. Watts' e-mail to you he
25 says in the second line I do hope that this
0268

1 WALTER VAN DE VIJVER

2 review will include consideration of all ways
3 and means of achieving more than 100 percent in
4 2002 -- the mix metaphors . . . .considering the
S whole spectrum of possibilities and leaving no
6 stone unturned.

7 Do you see that?

8 A. Yes.

9 Q. When he says achieving more than
10 100 percent in 2002 is he referring to the

11 reserves replacement ratio?

12 A. Yes.

13 Q. Do you know if he was referring to
14 organic reserves replacement?

15 MR. TUTTLE: Objection, calls for
16 speculation.

17 MR. MORSE: Same objection.

18 BY MR.HABER:

19 Q. Do you have an understanding

20 whether he was referring to organic reserves
21 replacement?

22 MR. TUTTLE: Same objection.

23 THE WITNESS: Idon't know. I

24 cannot be sure.

25 BY MR.HABER:

0269

1 WALTER VAN DE VIJVER

2 Q. The rest of the sentence, to mix

3 metaphors considering the whole spectrum of
4 possibilities and leaving no stone unturned.

S How did you react to that
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statement?

A. He was clearly putting his

8 expectation forward that he hoped he would get a
9 high reserve replacement for 2002 and that I

10 would consider all possibilities to do so.

11 Q. Did you feel that he was placing

12 pressure on you to do so?

13 A. Yes.

14 Q. Have you -- at that time had you

15 spoken with your staff about where Shell's

16 reserves replacement ratio stood?

17 A. Not that I recollect, but I don't

18 think our business plan for that year indicated
19 that we would achieve 100 percent.
20 Q. If you look at the last sentence
21 Mr. Watts says I am -- also I am -- let me start
22 over again.
23 Also, I'm wondering what
24 Enterprise does to reserves life replacement
25 ratio and finding development cost. What is
0270

1 WALTER VAN DE VIJVER

2 Enterprise?

3 A. Enterprise was an acquisition of

4 an oil company that we were just in the middle
S of or just had completed requiring.

6 Q. At this time had any analysis been

7 done with regard to the impact Enterprise would
8 have on Shell's reserves replacement ratio?

9 A. Well, as part of the acquisition

10 we would have known what -- as part of the

11  write-up and justification we would have known
12 what reserves associated with that acquisition
13 were.

14 Q. Were you involved in the

15 Enterprise acquisition?

16 A. Yes.

17 Q. By involvement can you explain

18 what your involvement was?

19 A. It was an acquisition by my

20 business, E&P business. Phil Watts was closely
21 involved in terms of the relationship of the

22 chairman of the company. I was dealing with the
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23 CEO of the company and I had Lorin Brass was the
24 focal point in my organization on the whole
25 acquisition because as part of his organization
0271

1 WALTER VAN DE VIJVER

2 new business development that fitted in his

3 portfolio.

4 Q. Was a due diligence performed

S prior to the Enterprise acquisition?

6 A. As good as you can because you

7 should not forget this was not a friendly

8 acquisition, this was a hostile acquisition, so

9 all the information we could gather from

10 Enterprise was based on publicly available data,
11 filings, et cetera. When we went into the

12 company and made our offer it -- they were in
13 principle not for sale so it took some

14 convincing to get them to agree to sell to us.
15 Q. So after the deal had been agreed

16 upon did Shell perform a due diligence?

17 A. Yes. Part of the overall

18 integration effort clearly we didn't get a much
19 fuller perspective on the business.

20 Q. Did you learn during that due

21 diligence there were certain reserves fields

22 that were not compliant with Shells guidelines?
23 MR. TUTTLE: Objection to form,
24  foundation.

25 THE WITNESS: I do recollect
0272

1 WALTER VAN DE VIJVER

2 particularly in portfolio we acquired from them
3 in Russia called KMOC that we didn't like the
4 portfolio and I think there was also an issue

S with their estimated reserves this was one of

6 these assets we quickly decided it didn't fit

7 our portfolio, anyway.

8 BY MR.HABER:

9 Q. Were there any other fields that

10 you recall that were not compliant with Shell's
11 guidelines?

12 MR. TUTTLE: Objection to form.
13 THE WITNESS: Not that I
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14 recollect.

15 BY MR.HABER:

16 Q. Have you heard of a field Tempa

17 Rossa, in Italy?

18 A. Yes,Idoknow about Tempa Rossa.
19 T actually visited the field somewhere after

20 acquisition because they had quite an

21 interesting portfolio in Italy so I actually

22 paid the field a visit after acquisition.

23 Q. Did you -- during that visit did

24 you receive any presentations about the reserves
25 at Tempa Rossa?

0273

g g VU G S GG O UG S G Y
O 0 AAFNNDWNmO YOI WD~

WALTER VAN DE VIJVER

A. No it was more on the development
plan. It was still clearly with the Enterprise
people we had taken over at that place. We
didn't have any Shell staff in the organization
at that time.

Q. Do you know if reserves had
already been booked in Tempa Rossa?

A. Twould not know.

Q. At the time you were there the
field development plan was still being worked
on; 1s that correct?

MR. TUTTLE: Object to form.

THE WITNESS: There were a couple
of fields there. I remember a field called Val
D'Algri something like that. There were a
cluster of fields there I wouldn't be able to
recollect the details but some of those wells
were being drilled and fields were being

20 planned.
21 BY MR.HABER:
22 Q. Do you know if any of the reserves
23 from Tempa Rossa were restated Bichsel?
24 A. Could possibly be. I'm not

25 involved in that process so what it is it will
0274

1 WALTER VAN DE VIJVER

2  be; right.

3 Q. Do you recall during Rockford any
4 review of the Tempa Rossa fields?
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S A. Ithink I took time off Rockford

6 apart from the US where I had been I think it

7 was globally so I don't think any country at

8 that time apart from the US escaped in terms of
9 the recategorization process.

10 Q. Okay.

11 Mr. Watts also refers to reserves

12 life. What is that?

13 A. Well, if you increase your reserve

14 base then assume you keep the same production
15 you then increase your reserve life. Am I clear
16 ornot?

17 Q. Isit--isreserve life measured

18 in years?

19 A. Yes.
20 Q. Is there a certain threshold
21 number that Shell looks at to gauge whether its
22 reserve life is healthy or not?
23 MR. MORSE: Objection to form.
24 THE WITNESS: No. I wouldn't know
25 anexact number. Of course, the higher the
0275

1 WALTER VAN DE VIJVER

2 number is the better it is.

3 BY MR.HABER:

4 Q. Okay. Now, you responded to

S Mr. Watts the following day and you put a number
6 of items that you say have your high yes, sir

7 attention and I would like to discuss on him of
8 them?

9 A. Sure.

10 Q. The first one you say is remaining

11 legacy proved reserves parentheses debooking
12 risks. What were you referring to with regard
13 to legacy improved reserves?

14 A. These are exactly the same items

15 that were in the February 2002 note to the CMD,
16 so projects like Angola and Ormen Lange and
17 maybe a few others.

18 Q. Did it include Gorgon, as well?

19 A. As you just saw, Gorgon was on

20 that list.

21 Q. And you say debooking risks. Why
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22 did you say that?
23 A. Well, because they were exposures
24 even though they were considered compliant and
25 the whole idea of that was that there were
0276

1 WALTER VAN DE VIJVER

2 exposures so it implied there could be a risk

3 that later on they could have to be debooked if
4 that's what the experts considered the right

S thing to do.

6 Q. The next one, constraints on

7 further appreciation. What are you referring to
8 there?

9 A. Constraints in terms of looking at

10 ongoing business in the portfolio we had about
11 what based on the business plan what additional
12 reserves were expected to be booked.

13 Q. Do you recall anyone in your staff
14 advising you if Shell -- if EP was planning to
15 book additional reserves for the coming year?
16 A. In the business plan there is a

17 number, right, what the expectation is for

18 reserve replacement for that year.

19 Q. Do you recall if that -- if there

20 was a comparison with prior years, sort of a

21 forward looking against historical to gauge

22 where Shell was?

23 MR. TUTTLE: Object to form.

24 THE WITNESS: I don't recollect

25 that specific reference in you.
0277

1 WALTER VAN DE VIJVER

2 BY MR.HABER:

3 Q. By the way, just going back to the

4 first one, remaining legacy proved reserves?

5 A. Yes.

6 Q. The reserves that you just

7 identified, Ormen Lange, Gorgon, let's say Ormen
8 Lange for the moment, was that booked under
9 Mr. Watts' tenure as head of EP?

10 A. Yes.

11 Q. And to you know if Gorgon was

12 booked during Mr. Watts' tenure as head of EP?
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13 A. '97. Yes.

14 Q. And do you know if Angola block 18
15 was booked under Mr. Watts' tenure?

16 A. Yes.

17 Q. So by this reference here you're

18 specifically referring to legacy bookings under
19 his stewardship; correct?
20 MR. TUTTLE: Objection to form.
21 THE WITNESS: Well, I'll refer to
22 the list that we have.
23 BY MR.HABER:
24 Q. But you were intending to identify
25 bookings under his leadership?
0278

1 WALTER VAN DE VIJVER

2 MR. TUTTLE: Objection to form.

3 THE WITNESS: Well, this was just
4 afactual representation.

5 BY MR.HABER:

6 Q. AllI'm trying to get is just to

7 be clear all of these legacy bookings were done
8 under his leadership when he was head of EP?
9 MR. TUTTLE: Objection, asked and
10 answered, characterization of the testimony.
11 BY MR.HABER:

12 Q. Correct?

13 A. Yes.

14 Q. The third item negative impact of
15 Oman and Nigeria, growth absence paren losing
16 volume to post license expiry dates?

17 A. Yes.

18 Q. Are these the issues that we've

19 been talking about previously?

20 A. Yes.

21 Q. Is there anything else that you

22 didn't mention previously that you meant to
23 include here?

24 A. No. It's the same issue.

25 Q. Okay. The next one hit squads to
0279

1 WALTER VAN DE VIJVER

2 find other growth opportunities on bookings.
3 What did you mean by --
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4 A. This is what I think I flagged in

5 an earlier note that I started the technical

6 operation excellence group in The Hague and
7 these people would go out to operating units to
8 sort of look at the technical quality of the

9 work being done there sort of visit mode and
10 then come back and that's sort of the hit squad
11  mode to see whether we were anything missing in
12 our overall portfolio for growth.

13 Q. Were these hit squads under the

14 auspices of the T&OE?

15 A. Yes.

16 Q. The last one says impact of FIDs.

17 What did you mean there?

18 A. That's the timing when the final

19 investment decisions on projects would be made.
20 Q. What impact were you referring to?
21 A. That was still with my operational
22 hat on thinking that clearly if you would make
23 investment decisions on projects that would
24 imply you would develop additional reserves
25 which then obviously would reflect in your
0280

1 WALTER VAN DE VIJVER

2 reserve replacement.

3 Q. Had you found at this point in

4 time that there were reserves -- proved reserves
5 bookings that were made before FID had been
6 reached?

7 A. Yes. Those are the projects we

8 mentioned earlier.

9 Q. Just so the record is clear, which

10 projects?

11 A. The project like Angola, like

12 Ormen Lange, which were clearly in different
13 development phases but final FID had not taken
14 place.

15 Q. To you know if Gorgon had reached
16 FID when it was booked?

17 A. No, no. But to be clear again, if

18 we talk about proved reserves FID is not a

19 requirement as we sort of learned later for

20 booking proved reserves. In my operational
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21 thinking FID is a major milestone in terms of
22 developing new reserves.

23 Q. TIjust want to go back to your

24 last answer on Gorgon just to make sure the

25 record is clear. Had FID been reached at the
0281

1 WALTER VAN DE VIJVER

2 time the Gorgon booking was made?

3 A. No.

4 Q. Okay. If you could turn to

5 Exhibit 1 again, still on the second page. At

6 this time if you could look at the bottom my

7 communications throughout the process to CMD and
8 others?

9 A. Yes.

10 Q. The paragraph that begins then in

11 July 2002, with my approval, E&P submitted to
12 CMD a catalog of reserves related exposures in
13 paren the exposures catalog.

14 Does this refer to the CMD meeting
15 that you just testified a moment ago about?

16 A. Yes.

17 Q. Do you know who was responsible
18 for formalizing the exposures catalog?

19 A. That came from the Lorin Brass and
20 at that time Frank Coopman, perhaps arrived.
21 It's between the new business development

22 director, Lorin Brass and whoever was the CFO at
23 that time, but I think Frank Coopman had arrived
24 at that time.

25 Q. Do you know if John Pay had any
0282

1 WALTER VAN DE VIJVER

2 involvement in the preparation of the catalog?

3 A. Could well be. Those were his

4 staff that were in that organization.

5 Q. Who is John Pay?

6 A. John Pay was the groups reserve

7 coordinator he working in Lorin Brass

8 organization.

9 Q. If youlook at the rest of the

10 paragraph, and I want to direct your attention
11 for a moment to the last -- second to last
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12 sentence that begins, in its July 2002 meeting
13 the CMD discussed reserves booking in light of
14 tightening SEC requirements.

15 Do you recall what was discussed?
16 A. What was discussed at the CM D
17 was the notes, maybe we'll get to that which
18 will incorporate uncertainties and exposures
19 that were there at that point in time and was
20 coupled by a presentation by Lorin Brass.
21 (Van De Vijver Exhibit Number 14
22 was marked for identification.)
23 MR. HABER: I'm handing you what
24  we just marked as Exhibit 14 and while I
25 identify it if you could take a look at it.
0283

1 WALTER VAN DE VIJVER

2 The document is titled note to

3 CMD. Subject: Reserves outlook. It's dated
4 July 18, 2002. It's from Mr. Van De Vijver to
S the CMD and Mrs. J.G. Boynton.

6 The Bates number is LON 01210315
7 through LON 01210337.

8 MR. DOWD: Jeff, there seems to be
9 additional pages after the 337.

10 MR. HABER: Okay: Can we go off
11 the record for one minute.

12 THE VIDEOGRAPHER: We are going
13 off the record. The time is 11:20 a.m.

14 (Interruption.)

15 THE VIDEOGRAPHER: We are back on
16 the record. The time is 11:22 a.m.

17 BY MR.HABER:

18 Q. Mr. Van De Vijver have you taken
19 alook at Exhibit 14?

20 A. Yes. I got page 15 through 37.

21 Yeah?

22 Q. Uh-huh. Have you seen this

23 document before today?

24 A. Yes but not with handwriting on

25 it

0284
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2 Q. You do not recognize this as your
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3 handwriting?

4 A. It's definitely not my

S handwriting. That's all I can say.

6 Q. Okay. Do you recall sponsoring

7 this note?

8 A. Yes.

9 Q. And is this the note that you were

10 referring to in your prior testimony a few

11 moments ago?

12 A. Yes.

13 Q. [If you look at the first page it

14 says key objectives of this note are and the

15 first one says to provide full transparency on
16 the nature of our resource base.

17 At the time you wrote this did you

18 feel there was not full transparency on Shell's
19 resource base?

20 A. Tfelt that the CMD may not have

21 seen the full resource base. I'm talking

22 resource base that goes beyond proved reserves
23 that's the whole resource base.

24 Q. Butin your discussion you

25 intended to include the entire resources as well
0285

1 WALTER VAN DE VIJVER

2 as the proved reserves?

3 A. Yes.

4 Q. And the exposures that you were

S seeing?

6 A. Yes.

7 Q. The second thing you say here is,

8 "to outline the challenges we face in maturing
9 volumes to proved reserves." Irealize there is
10 adiscussion in the note, but generally what

11 were you intending to convey here?

12 A. That's again the general

13 projection of where we were in maturing reserves
14 linked to project activities and whatever in the
15 business.

16 Q. The signature where it says

17 supported by and underneath it has your name.
18 Is that your signature?

19 A. Yes.
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20 Q. Okay. I would like you to take a
21 look at the executive summary for a moment and
22 in particular the second paragraph.
23 The last sentence says, "this
24 equates to a shortfall of 2 to 3 billion BOE
25 proved reserves additions."
0286

1 WALTER VAN DE VIJVER

2 A. TI'mreading it. Ididn't write

3 this document so I just need to read it. Yeah.

4 Q. Before I ask a question about this

S paragraph, who did write this note?

6 A. Icannot answer that question.

7 That's the Shell system somewhere in Lorin Brass
8 organization but I don't know who contributed to
9 writing this document. I get it from Lorin

10 Brass but I don't know who did the staff work
11 for him.

12 Q. Again when you sailor in Brass'

13 organization are you referring to EPB?

14 A. Yes.

15 Q. Now, with regard to this

16 paragraph, the message in the last sentence, is
17 the message that's being conveyed that there

18 will be a shortfall of 2 to 3 billion BOE in new
19 reserves?

20 MR. TUTTLE: Object to form, calls
21 for speculation.

22 MR. MORSE: Same objection.

23 BY MR.HABER:

24 Q. What do you understand the message
25 being conveyed here as?
0287

1 WALTER VAN DE VIJVER

2 A. Icannot be totally sure. I would

3 have to read the total document, but my best

4 guess is that it implies that there would be a

5 shortfall over that medium term of two to three
6 billion proved reserves in order to get to the

7  full 100 percent replacement.

8 Q. [Isee. If you look at the next

9 paragraph there's a reference to cash again

10 declaration of commerciality. Do you see that?
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11 A. Yes.

12 Q. What is cash again?

13 A. Cash again is in the o1l and gas

14 field in the Caspian Sea, Shell is not the

15 operator but has an equity stake in the project.
16 Q. InJuly of 2002 do you know if the
17 cash again project had reached VAR 3?

18 A. Tdon't know.

19 Q. Do you know if it had reached FID?
20 A. Not yet but somewhere in that
21 period it was getting very close. I remember we
22 had quite frequent notes on cash again at that
23 stage because there was quite a bit of up front
24  expenditure on the project.
25 Q. Do you know what the declaration
0288

1 WALTER VAN DE VIJVER

2 of commerciality is?

3 A. Declaration of commerciality was a
4 former milestone in the agreement with the

S government as part of the contract that the

6 Kazakhstan government there was a milestone if
7 you would reach that would provide the formal
8 commitment to execute the project.

9 Q. What was Shell's relationship with
10 the government of Kazakhstan?

11 A. Tthink general okay. I went

12 there a few times I recollect but the key is to
13 know that Shell was not the operator of this
14 project so Shell was not in the lead. EN I was
15 the operator of this particular project.

16 Q. Do you know if the Kazakhstan

17 government had issued all of the required

18 approvals for the project to go forward?

19 A. When?

20 Q. At this time?

21 A. Tdon'tknow. I only know I later
22 got personally involved in some of the

23 negotiations because there was unhappiness from
24 the government side that the project didn't

25 start-up as quickly as they wanted and there
0289

1 WALTER VAN DE VIJVER
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were disputes later around penalties because the

government was originally hoping the project
which is a massive, very complex project would
start-up in 2005. It is a project that would

take years and years to execute.

Q. Was there any consequence
attendant to these disputes with the Kazakhstan
government?

MR. TUTTLE: Objection to form.

THE WITNESS: Well, I think you
have to be careful you don't mix time zones
here. We're talking here about where the
project was at this stage. Of course there were
later subsequent developments that occurred
later.
BY MR. HABER:

Q. Why don't we take those subsequent

developments while we're on the project?

20 A. Tthink at this stage and later
21 during the year the project was proceeding
22 according to plan and I think before the end of
23 the year that milestone of declaration of
24 commerciality was achieved. What happened
25 thereafter were delays because the government
0290

1 WALTER VAN DE VIJVER

2 was then getting upset with the operators

3 because we then told them the project would not
4 actually given all the engineering work and

5 everything the difficulty procurement et cetera

6 that needed to be done, that the project would

7 not start-up until 2007, 2008 and the government
8 essentially wanted to be compensated for that.

9 So that played all the way to early 2004 where 1
10 actually visited Kazakhstan myself and met with
11  both the oil minister and the prime minister at
12 that time, but at this time I had not had any

13 until later part of 2003 so I didn't have any

14 personal involvement in this project.

15 Q. Do you know if EN I had booked any
16 reserves as proved in the project?

17 MR. TUTTLE: Time period?

18 BY MR.HABER:
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19 Q. Let's start at 20027
20 A. Tdorecollect there were
21 discussions on that in 2003 but I don't
22 recollect the details any more.
23 Q. So in 2002 there was no booking by
24 ENTif you know?
25 MR. TUTTLE: Objection to form.
0291

1 WALTER VAN DE VIJVER

2 MR. MORSE: Objection to form

3 mischaracterizes the testimony.

4 BY MR.HABER:

S Q. The paragraph that follows says,

6 "accelerating the booking of Kashagan to 2002
7 weakens the outlook for 2003 to some 70 percent
8 organic RRR -- some 480 million BOE short of

\O

full organic proved reserves replacement with

10 further downside in the event that Sakhalin does
11 not go ahead."

12 Let's just take the first part of

13 that sentence. Do you recall discussions about
14 accelerating the booking of proved reserves in
15 Kashagan at or about the time of this note?

16 A. No.

17 Q. Do you know if -- withdrawn.

18 What is the reference to Sakhalin?

19 A. Well, Sakhalin is a huge project
20 that was at this time was being worked very hard
21 to get the final approvals from government to
22  proceed.

23 Q. Where is the Sakhalin field

24 located?

25 A. Very much at the East Coast of
0292

1 WALTER VAN DE VIJVER

2 Russia. OIld Sakhalin island.

3 Q. Was Shell the operator of the

4  project?

S A. Yes.

6 Q. Iwouldlike you to look at page

7 331, 1t's attachment 1 G. What 1s attachment 1
& @7

9 A. Tt's -- I need the context. Lots
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10 of attachments. Is there a reference in the

11 text to this table? It is sort of an exposure

12 list.

13 MR. DOWD: Just say what it is.

14 Look at it and tell him what it is.

15 THE WITNESS: It summarizes a

16 bunch of countries and the summary about the
17 state of some of the challenges that are out

18 there per operating units all the way from

19 talking about Namibia with some scope for
20 recovery issues to issues around progress from
21 project.
22 BY MR.HABER:
23 Q. [If you just take a look at your
24 Exhibit 1, your letter and look at the
25 attachment 1 G is this the exposure list you
0293

1 WALTER VAN DE VIJVER

2 were referring to in your letter?

3 A. Yes,but it is a little bit

4 combination with some of the other tables,

S right? You have to -- this is sort of where the
6 thing was still evolving and how it was

7 presented. There are some of these other tables
8 around constraints within licenses and possible
9 constraints so you have to look at it in

10 totality to get the full prospective of what the
11 challenges were and exposures were.

12 Q. I would like you to look at

13 Australia for a moment?

14 A. Yeah.

15 Q. It says Gorgon stranded gas

16 (560 million BOE proved reserves booked)

17 possible barriers to commercialization of much
18 of the SFR portfolio.

19 What does stranded gas mean?

20 A. Stranded gas is gas that has not

21 been developed, produced.

22 Q. And by what's stated here you

23 meant to convey that 560 BOE of gas had not been
24 developed and produced?

25 MR. DOWD: Objection to form,
0294
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foundation. He already testified he didn't
prepare this document.

MR. HABER: He also sponsored it
and signed it.

THE WITNESS: This table makes it
clear that 560 million barrels of proved
reserves had been booked on Gorgon.

BY MR. HABER:
Q. At this time in July of 2002 do

11 you know if there was any production with the
12 Gorgon gas?

13 A. No.

14 Q. Do you know July 2002 if there had
15 been any sales contracts that had been executed
16 between Shell and any buyer for the gas?

17 A. T would not know for sure but it

18 certainly was not developed yet. Had not

19 reached FID yet.

20 Q. Do you know if Shell had received
21 all the required regulatory approvals from the
22 Australian government and the time frame I'm
23 talking about at this time?

24 A. Ithink the answer is no. My

25 apologies for the way I answer because there are
0295

1 WALTER VAN DE VIJVER

2  things that I learned about Gorgon way back in
3 January 2004 that I didn't know at that stage.

4 Q. Tl get to that in a moment. I

S just want to stay at this time in 2002?

6 A. No, no, sure.

7 Q. Had you heard of something called

8 Barrow island?

9 A. Yes.

10 Q. And where is Barrow island?

11 A. Somewhere offshore western

12 Australia.

13 Q. What is the significance of Barrow
14 island to the Gorgon project?

15 A. Tdon'tknow whether I knew it at

16 that stage but I definitely learned over time

17 that that was the on shore facility location for
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18 the Gorgon development.

19 Q. When you say you learned over time
20 are you referring to in January 2004 or sometime
21 prior to that?
22 A. It may have been on that specific
23 thing on Barrow island it may be earlier as
24 well.
25 Q. Do you have any recollection of
0296

1 WALTER VAN DE VIJVER

2  when?

3 A. No. Icannot be sure.

4 Q. Did you learn that Barrow island

S was an environmentally protected island. A

6 wear wear objection to form and foundation?

7 A. Yes. The thing I can't answer is

8 when I learned that.

9 Q. As an environmentally protected

10 island was Shell required to get approvals from
11 the Australian government?

12 MR. TUTTLE: Objection to form,

13 foundation.

14 THE WITNESS: I think I can only

15 give the general answer that for any type of

16 development of this nature there would have been
17 governmental approvals need to be achieved.
18 BY MR.HABER:

19 Q. Now you said that you learned

20 other facts about Gorgon in January of 2004.
21 What other facts are you referring to?

22 A. There are a couple. Ilearned in

23 January '04 that there actually had been a

24 request from the operating unit to debook Gorgon
25 and that subsequently Anton Barendregt did an
0297

1 WALTER VAN DE VIJVER

2 audit in Australia and recommended that Gorgon
3 could still remain on the books.

4 I also learned that Gorgon was

S being used as an important element of the

6 acquisition of Woodside during that time period
7 2000 I think it was and I learned in

8 January 2004 originally it was not booked as a
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9 new discovery but as a revision.

10 Q. Let's take the last fact that you

11 learned that Gorgon was not booked as a new

12 discovery but a revision. How did you learn

13 that?

14 A. That was actually a bit in an

15 awkward manner when after Shell made an

16 announcement on the reserve recategorization one
17  of the analysts from Lehman Brothers, I can't

18 particularly remember the name, came to Simon
19 Henry and said that he had looked at Shell's 20
20 F for 1997 and couldn't find the Gorgon booking
21 and clearly that got me panicking a little bit

22 thinking we had our numbers wrong but then it
23 turned out that we discovered that it was booked
24  as arevision rather than as a new discovery.

25 Normally you would expect a first time booking
0298

1 WALTER VAN DE VIJVER

2 it would happen as a discovery rather than as a

3 revision of something that already was there in

4 the past.

S Q. Did you ever try to inquire as to

6 the reasons why Gorgon was reported as a

7 revision?

8 A. Ithink in the context of finding

9 the information I just mentioned to you it was

10 actually I was desperate in the project Rockford
11 to get data ammunition on the original booking
12 of Gorgon.

13 And I actually, we sent staff out

14 to Australia to find an audit on the booking,

15 and they came back with empty ends and the only
16 thing I got in the end of January was from notes
17 from John Darley, who was my technical director,
18 with the information I just mentioned to you

19 earlier.

20 Q. When you say empty ends, what do

21 you mean?

22 A. They couldn't find an audit trail,

23 visiting Australia they couldn't find

24  documentations referring to the original booking
25 of Gorgon.
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2 Q. Do you know who was responsible in
3 the discussion of the 20(F) about Gorgon as a

4 revision?

5 MR. TUTTLE: Objection. To make
6 clear, you're talking about in the 1997 20(F).

7 THE WITNESS: Idon't know, I'm

8 not involved in that process. That's down to

9 the group finance line reporting is done. I

10 can't give you any more detail than that.

11 BY MR.HABER:

12 Q. Do you recall reviewing any

13 documents in or about January of 2004 that

14 explained why Gorgon was reported as a revision?
15 A. Tthink I got verbal information

16 that it was probably an error at the time that

17 it had been booked for the first time as an

18 expectation reserve Bichsel Australia the year
19 before. And when they categorized it as a

20 proved reserve they called it a revision.

21 Q. How did you learn that?

22 A. Through the same -- through the

23 same information. Through the organization,
24  whether it was John Darley, but somewhere in the
25 central organization.
0300

1 WALTER VAN DE VIJVER

2 Q. Did you ever inquire as to the

3 reasons why Shell never corrected the reporting
4 of Gorgon as a revision in its 20(F)?

5 MR. TUTTLE: Objection to form,

6 foundation.

7 THE WITNESS: No. I mean clearly
8 I was -- I was shocked to find out in January

9 '04 about some of the history, particularly this
10  sort of recommendation from an operating unit to
11 debook and then ultimately it didn't debook.
12 That was a big surprise for me.

13 MR. HABER: I'm told we have to

14 change the videotape, so why don't we take a
15 short break.

THE VIDEOGRAPHER: This marks the
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17 end of tape one, Volume II, in the deposition of
18 Mr. Van De Vijver. We're going off the record.
19 The time is 11:50 a.m.
20 (Videotape change.)
21 THE VIDEOGRAPHER: This marks the
22 beginning of tape two, Volume II. This the
23  deposition of Mr. Van De Vijver. We're back on
24  the record. The time is 11:55 a.m.
25 BY MR.HABER:
0301
1 WALTER VAN DE VIJVER
2 Q. Mr. Van De Vijver, going back to
3 your earlier answer when I asked you what facts
4 you had learned in January 2004, the first thing
S you had said is that there had been a request
6 from the operating unit to debook Gorgon and
7 that subsequently Anton Barendregt did an audit
8 1in Australia and recommended that Gorgon could
9 still remain on the books.
10 Can you describe a little bit more
11 what you had learned in that regard?
12 A. Well, what I learned from John
13 Darley, I got a couple of e-mails from staff,
14 from Shell development organization, and then I
15 also got a copy of the audit report that Anton
16 Barendregt did after he visited with his
17 recommendation that it was okay to keep Gorgon
18 as a proved reserve.
19 Q. What was your reaction when you
20 had learned that the operating unit was
21 requesting a debooking of Gorgon?
22 A. Well, I was -- I was surprised
23 that even operating unit that has the most
24 up-to-date knowledge about their assets and
25 understanding that if they would recommend
0302
1 WALTER VAN DE VIJVER
2 debooking that someone from the group reserve
3 auditor who ultimately has the skills and
4 expertise, I'm not denying that, came with the
S recommendation to keep it on the book.
6 Q. Did that make you come to question
7 Mr. Barendregt's judgment?
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A. Yes, alittle bit, but I already

9 had that a month earlier after the report and

10  his recommendation on Oman, his audit report on
1T Oman.

12 Q. Why don't you explain that.

13 A. Yes. We're drifting a little bit.

14 But when I received the audit

15 report on Oman, a copy of that, and put it in

16 the context of I had just visited Oman a couple
17 days before, I was very surprised at his

18 conclusion from his audit report was that it was
19 okay to keep the Oman reserves at least another
20 year on the books as further studies were taking
21 place. And not being the expert, I just was
22 surprised by his judgment and his recommendation
23 todo so.
24 Q. Do you recall what his report had
25 said about Oman, that is whether it was a
0303

1 WALTER VAN DE VIJVER

2 satisfactory report or an unsatisfactory report?

3 A. Unsatisfactory report.

4 Q. Do you recall receiving this note

S in or about the end of November, early December
6 of 20037

7 A. Ithink it was around the 17th of

8 November in 2003.

9 Q. Did you ever talk -- going back to

10 Gorgon now, did you ever talk to the people from
11 SDA who were -- who had requested a debooking of
12 Gordon?

13 A. No.

14 MR. TUTTLE: Objection to form,

15 foundation.

16 BY MR.HABER:

17 Q. Do you know who at SDA had been

18 requesting that Gorgon be debooked?

19 A. Sorry.

20 Q. Do you know who at SDA was

21 requesting?

22 A. No. Idon't recollect the name.

23 There are documents. I don't recollect it at

24  this point in time.
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25 Q. Do you know who Sheila Graham is?
0304

1 WALTER VAN DE VIJVER

2 A. No.

3 Q. Do you know who Sarah Bell is?

4 A. No.

S Q. Do you know a Helge Hammer?

6 A. No.

7 Q. Going back to your prior answer,

8 the other fact that you identified you had

9 learned in January '04 about Gorgon, was that

10 Gorgon was being used as an important element of
11 the acquisition of Woodside?

12 A. Yes.

13 Q. During the time period of 2000?

14 A. Yes.

15 Q. Can you explain?

16 A. Tthink it was 2000.

17 Q. Can you explain what you had

18 learned?

19 A. This was all before my time, but I
20 had gotten -- as part of my January note I got
21 anextract from an offering memorandum that was
22 used during the process of an attempted
23 acquisition -- acquisition/merger of Woodside
24  where there had been a reference through the
25 value of Gorgon as an asset as one of the swaps,
0305

1 WALTER VAN DE VIJVER

2 trading chips, to acquire the majority in

3 Woodside.

4 Q. At the time was Shell trying to

S acquire Woodside?

6 A. AsIsaid, there was an attempt.

7 Idon't know the exact date. I think it was

8 2000 or early 2001, there was an attempt to get
9 full control of Woodside where Shell already had
10 a stake of 34 percent in it, but they wanted to

11 get a full control.

12 Q. Did Shell succeed in its attempt

13 to acquire all of Woodside?

14 A. No, it didn't. That acquisition

15 did not succeed.
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16 Q. Since we're still on Woodside -- 1

17 mean Gorgon, do you recall ever visiting SDA
18 during your tenure as head of EP?

19 A. T visited Australia once in
20 September 2002.
21 Q. Did anyone accompany you?
22 A. I was there for part of the visit
23 together with Malcolm Brinded.
24 Q. Who is Malcolm Brinded?
25 A. He was a colleague of mine at the
0306

1 WALTER VAN DE VIJVER

2 CMD and he had regional responsibility for the
3 Far East and responsibility for the gas and

4 power business.

5 Q. Do you have an understanding as to
6 why Mr. Brinded accompanied you?

7 A. Tthink the timing as such was

8 sort of coincident. I mean this was one of his
9 regular visits to that region to maintain

10 relationships. I think it was just convenient

11 that we learned that we were sort of both going
12  at the same time to allow to sort of jointly get
13 abriefing from the Shell Development Australia
14 Organization, SDA, on activities in the country
15 and then we went our own separate ways.

16 Q. Do you recall getting a briefing

17 from SDA about Gorgon?

18 A. Tdorecall that we got a briefing

19 on all particular activities in Australia, so

20 that would have included Gorgon.

21 Q. Did Mr. Brinded attend that

22 briefing?

23 A. We were together.

24 MR. HABER: I would like to mark
25 as Exhibit 15.
0307

1 WALTER VAN DE VIJVER

2 MR. DOWD: Are you through with

3 147

4 MR. HABER: Not yet.

5 MR.DOWD: Okay.

6 MR. HABER: A document that I will
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7 identify for the record and while I'm
8 1identifying it I will give Mr. Van De Vijver an
9 opportunity to look at it.

10 (Van De Vijver Exhibit Number 15
11 was marked for identification.)
12 MR. HABER: For the record, what

13 we just marked as Exhibit 15 is a series of

14 E-mails, the last of which 1s from Jim Mair,

15 dated September 23,2002 to Mr. Van De Vijver
16 with a cc to Lorin Brass and Frank Coopman,
17 subject line is Re: Australia visit.

18 The Bates number is HAG 00084944
19 through HAG 00084946.

20 BY MR.HABER:

21 Q. Mr. Van De Vijver, have you seen
22 Exhibit 15 before?

23 A. Yes.

24 Q. Is this a report of your visit to

25 Australia that you just testified about?

0308

1 WALTER VAN DE VIJVER

2 A. Yes.

3 Q. Who is Jim Mayer?

4 A. Jim Mayer is an individual that

S works in Lorin Brass' organization responsible

6 for acquisitions and divestments.

7 Q. Do you know if Mr. Brinded had

8 prepared a trip report?

9 A. Idon't know.

10 Q. I would like you to look at the

11 second page, which is your e-mail of

12 September 22, 2002, to Philip Watts, Jeroen Van
13  Der Veer, Paul Skinner, Malcolm Brinded and a cc
14 to Judith Boynton, Dominique Gardy and yourself.

15 Before I do that, Paul Skinner,

16 was he a member of the CMD?

17 A. Yes.

18 Q. Why did you send Mr. Skinner this
19 trip report?

20 A. [Ithink, as I explained earlier, I

21 usually had a practice to send my visit report
22 to all my colleagues at the CMD and Judy
23 Boynton, who at that time was not a member of
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the CMD, was attending every CMD meeting.

Q. Were Mr. Van Der Veer, Skinner and

0309
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WALTER VAN DE VIJVER
Brinded members of the conference, as well, at
this time?

A. Yes.

Q. Now, looking at the second page
under some observations. If you look at the
bullet point that begins, internal conflicts on
what stranded gas reserves should be it says,
"out of the block"?

A. Yes.

Q. Next, "Woodside does not have
equity in Gordon (the next logical choice
partner alignment)."

What did you mean by that?

A. This is the reference around -- at
that stage there are quite a few stranded gas
reserves off the coast of western Australia that
were all vying for the same market, whether it
was the Far East or the West Coast of the United
States. For Shell the situation was always a
bit complex because on the one hand we had an
equity in Woodside and wanted to make sure
Woodside was successful.

On the other hand, we had our own
interest in Shell Development Australia with,

0310
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WALTER VAN DE VIJVER
for instance, to Gorgon project and all the
projects had to sort of do their own fighting in
the market and the one that is the best will
ultimately win, but given the size and the
attractiveness of Gorgon, I say here the logical
choice from the Shell perspective would be in
terms of the stranded gas reserves, the next
logical one would be Gorgon.

Q. We can put this aside for the

moment.

If we could go back to Exhibit 14.
Do you recall if a presentation was made to the
CMD about the content that's in this note?
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15 A. Yes. This was a presentation, you

16 can see that on the format of the note. If it
17 1s a note to CMD that means it normally gets
18 agenda time in the company for a presentation.

19 Q. Do you know who made the
20 presentation?
21 A. Lorin Brass.
22 Q. Did you discuss the presentation
23 with Mr. Brass before he made it?

24 A. Not that I recall.

25 Q. Do you recall if there was any
0311

1 WALTER VAN DE VIJVER

2 discussion during Mr. Brass' presentation about
3 the content of his presentation?

4 A. Yes. There was some discussion
S and it should be reflected in the minutes.

6 Q. Do you recall the discussion that
7 took place?

8 A. One of the things that took place

O

was a question by Phil Watts to Lorin Brass
10 whether he considered that we had to do any
11 debooking of reserves at that point in time.

12 Q. And do you recall what Mr. Brass
13 had said?

14 A. He said no.

15 Q. Were you satisfied with Mr. Brass'
16 presentation?

17 A. Yes. As far as I can recollect.

18 (Van De Vijver Exhibit Number 16

19 was marked for identification.)

20 BY MR.HABER:

21 Q. TI'm handing you what has just been

22 marked as Van De Vijver 16. And for the

23 record, Exhibit 16 are, in the upper left-hand

24  corner it says draft. The title is Committee of

25 Managing Directors Minutes of the Meeting Held

0312

1 WALTER VAN DE VIJVER

2 in London on Monday 22 and Tuesday 23 July 2002.
3 The Bates number is HAG 00083068

4 through HAG 00083097.

S Mr. Van De Vijver, have you seen
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6 Exhibit 6 before today?

7 A. Yes.

8 Q. What is Exhibit 16?

9 A. This is a draft of the minutes of

10 a meeting of the committee of managing directors
11 and a draft that normally at the follow-up

12 meeting will get finalized through discussion
13 and issued.

14 Q. Do you recall reviewing this draft

15 at some point subsequent to July 22,23,2002?
16 A. Yes, because it has my hand

17 scribbles on it.

18 Q. [If you could turn to page 18 of

19 the document itself with the Bates number 84.
20 Under number 13, reserves outlook.

21 Are these handwritten notes and

22 comments yours?

23 A. Yes.

24 Q. Okay. When you read these minutes
25 were you satisfied with what had been
0313

1 WALTER VAN DE VIJVER

2 transcribed and disseminated for review?

3 A. No.

4 Q. Why not?

5 A. Because I felt that, as you can

6 see from my comment, that the language around
7 debooking was too strongly worded as there were
8 still a lot of things as part of the activities

9 that were ongoing that were being worked. There
10  were still uncertainties and exposures out there
11 and then I made a little bit more brutal comment
12 on the last sentence in that draft.

13 Q. And what does that comment say?

14 A. It says, "smart ass bull shit."

15 Q. Why did you write that?

16 A. Because I was totally clueless

17 what that sentence was trying to portray.

18 Q. Do you know who is responsible for
19  writing the minutes?

20 A. The minutes are being taken by a

21 secretary of CMD that attends the meetings. I
22 don't know before we get it whether they are
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23 being reviewed by anyone. I only know that the

24 process is during those meetings that the
25 chairman runs the meeting and he also runs the
0314

1 WALTER VAN DE VIJVER

2 process of finalizing the minutes.

3 Q. And the chairman of CMD at the

4 time was Phil Watts?

S A. Yes.

6 Q. Other than what you pointed out

7 within number 13 as being too strongly worded,
8 were you satisfied with the remainder of the

9 content of number 13?

10 A. No, because I wanted that section

11 that I sort of circled, I wanted the language

12 changed there, as well.

13 Q. And why did you want that language
14 changed?

15 A. I wanted it changed because, as I

16 mentioned, I wanted to have a recognition that
17 there were still uncertainties out there.

18 Q. What does the handwriting on the

19 right margin say where that's circled?

20 A. That's why I said true? And then

21 TIhave debooking Nigeria, Oman.

22 Q. Why did you say debooking Nigeria,
23  Oman?

24 A. This is ongoing concerns we had

25 around the uncertainties in those two countries
0315

1 WALTER VAN DE VIJVER

2 that we discussed quite a few times today, same.
3 Q. So other than -- withdrawn.

4 Do you feel Mr. Brass presented

S those issues to the CMD satisfactorily?

6 MR. TUTTLE: Objection, asked and
7 answered.

8 THE WITNESS: As I said earlier, |

9 did not have a problem with his presentation.
10 BY MR.HABER:

11 Q. Other than the handwritten insert

12 at the top of the page, the part where you

13 circled and then the bottom sentence that you

Filed 10/10/2007
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14 made the comment on, were you satisfied with the
15 remainder of what's left in number 13?

16 A. Yes.

17 Q. Just for the record, what does the

18 handwriting say on the top of the page?

19 A. Finding new material investment
20 opportunities.
21 Q. Why did you insert that, want that
22 inserted?
23 A. Because that was one of the
24  challenges of our business. The whole pipeline
25 of projects.
0316

1 WALTER VAN DE VIJVER

2 Q. One more document and then we'll

3 break.

4 MR. DOWD: That's what you said

S ten minutes ago.

6 MR. HABER: I'm sorry.

7 I'm going to mark as Exhibit 17 a

8 one-page document that says extract from the
9 minutes of a meeting of the committee of

10 managing directors. In the upper left-hand

11 corner of it it says CMD number 2526 22/23 July
12 2002.

13 The Bates number is V 00030240.

14 (Van De Vijver Exhibit Number 17
15 was marked for identification.)

16 BY MR.HABER:

17 Q. Have you seen this document

18 before?

19 A. Yes.

20 Q. And what is this?

21 A. Every time there is a CMD meeting
22 minutes get produced of the final minutes of the
23 meeting, but on top of that extracts are being
24 sent out to the people that attended the

25 particular sessions on a subject and that's what
0317

1 WALTER VAN DE VIJVER

2 the one you see on this agenda item. So this

3 particular thing would then be sent again to

4 myself and, in this case, to Lorin Brass who
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attended the meeting.

Q. Do you know if this represents the
final version of the minutes on this particular
point?

9 A. The way it looks it's the final,

10 yeah. It has a number, yeah.

11 Q. Do you know if the final version

12 reflected your comments that we talked about on
13 Exhibit 16?

14 A. Well, we have to go back at the

15 worst; right? But I'm sure I made sure that
16 things got changed. Yeah. It did.

17 Q. When you say yeah, you're

18 referring to what?

19 A. Sorry. Irefer to the sentence to

20 flag there are still uncertainties out there on
21 booking and the last sentence got changed, as
22 well.

23 Q. Do you know if this change was

24 made -- withdrawn.

25 Did you have to negotiate for this
0318

1 WALTER VAN DE VIJVER

2 change?

3 A. Yes.

4 Q. And who did you have to negotiate
S with?

6 A. The chairman.

7 Q. And why is that?

8 A. Because he controls the process.

9 Q. What did Mr. Watts want?

10 A. Mr. Watts was initially happy with
11 the way it was written and I can't remember the
12 exact discussion, but this is the final outcome
13 of the minutes.

14 Q. Do you recall why he wasn't

15 satisfied?

16 MR. MORSE: Objection to form,
17 mischaracterizes his prior testimony.

18 BY MR.HABER:

19 Q. Did you say he was happy?

20 A. Yeah.

21 Q. Okay. I withdraw the question.
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22 MR. DOWD: Idid not object. 1
23 don't want his objection.
24 MR. TUTTLE: As long as you don't
25 object to it again.
0319
1 WALTER VAN DE VIJVER
2 BY MR.HABER:
3 Q. This language reflected in
4 Exhibit 17, is this language that you proposed?
S A. Icannot recall whether that was
6 the exact language I proposed. For me the key
7 point was to make sure that minutes reflected,
8 that there were remaining uncertainties and
9 that's it.
10 Q. Were you satisfied with the way
11 the minutes appeared in their final form?
12 A. Yes.
13 MR. HABER: This is a good time to
14 break.
15 THE VIDEOGRAPHER: We are going
16 off the record. The time is 12:24 p.m.
17 (Whereupon, at 12:24 p.m., a lunch
18 recess was taken.)
19
20
21
22
23
24
25
0320

1 WALTER VAN DE VIJVER

2 AFTERNOON SESSION

3 (1:18 p.m.)

4 THE VIDEOGRAPHER: We are back on
S the record. The time is 1:18 p.m.

6 MR. HABER: Before we get started,

7 1just want to do a housecleaning matter.

8 It was brought to our attention

9 Exhibit 8 is not one document. Yesterday there
10 was a question about whether the second page of
11 the document was part of the document and after
12 further review Bichsel and the lead plaintiff we
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13 concluded that the handwritten note portion of
14  the exhibit is not, in fact, a part of

15 Exhibit 8.

16

17 EXAMINATION BY COUNSEL FOR
18 LEAD PLAINTIFF -- RESUMED
19
20 MR. HABER: I would like to mark
21 as Exhibit 18 a multi-page document which refers
22 to Mr. Van De Vijver's testimony earlier and
23 some questions that I had asked him.
24 (Van De Vijver Exhibit Number 18
25 was marked for identification.)
0321

1 WALTER VAN DE VIJVER

2

3 MR. HABER: The document is an

4  e-mail from Marian Van Der Laan on behalf of
S Mr. Van De Vijver. It's dated May 16, 2002 and
6 it's to Zaharuddin Megat with a cc to Jeroen Van
7 Der Veer and Carol Dubnicki. The subject is

8 Oman visit 8-11 May 2002. Attached to the

9 e-mail is the Oman trip report of May &, 2002.
10 The Bates number is HAG 00208193
11 through HAG 00208199.

12 Mr. Van De Vijver, you'll notice

13 that the trip report that's attached appears to

14 be the same trip report that we discussed

15 earlier that was marked as Exhibit 12.

16 THE WITNESS: Yeah. Okay.

17 BY MR.HABER:

18 Q. The only difference in this

19 exhibit is the covering e-mail and I had asked
20 you a question, if you recall who it was

21 distributed -- this trip report was distributed
22 to and you said you would have to look at an
23 e-mail. Does this refresh your recollection

24 about if the document was distributed to my
25 member of the CMD?
0322

1 WALTER VAN DE VIJVER

2 A. T guess on evidence of this

3 document that would suggest it only went to
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4 Jeroen Van Der Veer.

5 Q. Do you have any recollection why

6 it went to Carol Dubnicki?

7 A. No,but I can assure my secretary

8 carried that on the basis of the attachment

9 which was my assessment of the management team,
10 so as an H.R. director to share it with her.

11 Q. And you directed Ms. Van Der Laan
12  to send this e-mail and the trip report?

13 A. TIdonot recollect why it had this

14  distribution.

15 MR. DOWD: Listen to the question.
16 BY MR.HABER:

17 Q. The question was did you ask her
18 to send this trip report to the people

19 identified on the e-mail?

20 A. Yes.

21 Q. Okay. You can put this aside now.
22 (Van De Vijver Exhibit Number 19
23 was marked for identification.)

24 MR. HABER: I'm going to mark as
25 Exhibit 19 a two page document. It's a series
0323
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WALTER VAN DE VIJVER
of e-mails, the last of which is from Judith
Boynton, dated August 22, 2002, to Mr. Van Der
Vijver. The subject line reads: IR-US field
trip.

The Bates range and there are two
Bates ranges, the first is V 00020564. The
second is -- through V 00020565 and the other
range i1s DB 01327 through DB 01328. Do you
recall seeing this e-mail string before today?

THE WITNESS: Yes.
BY MR. HABER:

Q. I would like you to take a look at

the e-mail that you sent to Mr. -- I'm sorry,
that you sent to Mr. Watts with a cc to
Ms. Boynton. That's the middle e-mail dated
August 22, 2002.

First of all, in looking at the
e-mail do you recall why you sent this e-mail?

A. As aresponse to an e-mail that I
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21 got from Phil Watts.

22 Q. Did you understand in the e-mail

23 Mr. Watts asking you for information?

24 A. His e-mail is indicating about a

25 US fuel trip, something at that stage I didn't
0324

1 WALTER VAN DE VIJVER

2 know anything about and seeing then the e-mail
3 from Phil and given my early reactions to his
4 comments about the EPP looks very light.

S Q. Do you know what EPPs he was

6 referring to?

7 A. Tdon't know the details, but this

8 fuel trip must have been one of those trips to

9 the US operations where a variety of

10 presentations would be given on old businesses
11 including E&Ps and I would be a piece of E&P in
12 that total material.

13 Q. Was this part of the business week
14 that you testified about yesterday?

15 A. No, no, no.

16 Q. This is separate?

17 A. This is separate.

18 Q. Do you recall if there were

19 external auditors who -- I'm sorry. Let me --
20 withdrawn.

21 Do you recall if there were any

22 external analysts, market analysts, who attended
23 in the US?

24 A. This is about an IR so investor

25 relations US field trip, so that would be
0325

1 WALTER VAN DE VIJVER

2 involving a trip that involved analysts and the
3 likes. External presentation.

4 Q. So it would be an external

S presentation to market analysts?

6 A. Yes.

7 Q. Do you know if any institutional

8 investors were also invited?

9 A. Tdon't have that type of detail.

10 Q. Were field trips to the United

11 States scheduled -- regularly scheduled during
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12 your tenure?

13 MR. TUTTLE: Object to form.

14 THE WITNESS: I'm not sure. I

15 know about this particular one and this is --

16 it's called a field trip because there would

17 sometimes would be the initiative that investor
18 relations people would invite analysts and the
19 financial community to actually go and visit
20 specific locations where we had operations. I
21 recall that there was once one in Egypt, for
22 instance, a couple years earlier. So this was
23 just a way where the analysts would be able to
24 get a more direct exposure to the people in
25 operations in a particular area.
0326

1 WALTER VAN DE VIJVER

2 BY MR.HABER:

3 Q. Do you recall any discussions in

4 the CMD about investor relations activities in

5 the United States?

6 A. There was a regular program that

7 was controlled by investors in L.ondon that would
8 coffer whatever would happen in terms of global
9 activities on the IR scale.

10 Q. That would include activities

11  within the United States?

12 A. Yes.

13 Q. How would you describe the

14 investor relation activities within the United

15 States?

16 MR. TUTTLE: Object to form.

17 THE WITNESS: I don't quite

18 understand your question.

19 BY MR.HABER:

20 Q. You say there was a regular

21 program. Did part of this program include

22 scheduled conferences with US based analysts?
23 MR. WEED: Objection,

24  mischaracterization.

25 THE WITNESS: There was a program
0327

1 WALTER VAN DE VIJVER

2 that was a global program that included what we
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3 called one to one sessions and formal

4 presentations, conferences and in this

S particular case, a field contribute to the

6 United States.

7 BY MR.HABER:

8 Q. My focus of my questions are --

9 have to do with the program as it related to

10 activities in the United States.

11 Do you recall the program

12 including one on one sessions with analysts in
13 the United States?

14 A. Yes. If the program included

15 conferences, larger conferences, not one on one,
16 but larger conferences with market analysts in
17 the United States. Yes, because I did a few of
18 those sessions, as well.

19 Q. Were there certain cities that
20 Shell had focused on to make presentations?
21 MR. TUTTLE: Objection to form,
22 calls for speculation.
23 THE WITNESS: Not directly. I
24  know that personally I've been involved in New
25 York, Boston and Houston, if I recollect
0328

1 WALTER VAN DE VIJVER

2 correctly, but there were more of those type

3 activities by my colleagues.

4 BY MR.HABER:

S Q. In what year do you recall going

6 to New York and Boston and Houston?

7 A. Tthink in 2002 and 2003. 1

8 wouldn't recollect the exact dates.

9 Q. As a general matter, was there a

10 purpose behind meeting with market analysts in
11 the United States?

12 MR. TUTTLE: Object to form.

13 THE WITNESS: Clearly, I was not
14 in control of the process. That was run by IR
15 and thereby the organization in London, but it
16 was generally to give an update to the relevant
17 financial people in the financial market about
18 the state of the business.

19 BY MR.HABER:

Page 199 of 390

file:///Cl/Documents%20and %20Settings/daustin/Desktop/Deposition%20Transcripts/020 107wvandervijver txt (67 of 144)9/18/2007 3:54:38 PM



file:///Cl/Documents%20and %20Settings/daustin/Desktop/Deposition%20Transcripts/020 107wvandervijver .txt

Case 3:04-cv-00374-JAP-JUH  Document 365-2 Filed 10/10/2007

20 Q. Interms of the state of the
21 business, would that also include discussion of
22 Shell's reserves position?
23 A. Whatever was relevant on the
24  overall state of the business. It would have
25 included numerous in achieved reserves replace.
0329

1 WALTER VAN DE VIJVER

2 Ratio, for instance.

3 Q. Would it have also included

4 discussion of particular operating units?

S A. Yes, and projects as such.

6 Q. In the trips that you attended

7  within the United States do you recall any

8 discussion about Oman?

9 A. No,Idon't have any specific

10 recollection of that.

11 Q. Do you recall any discussion about
12 Nigeria?

13 A. Yes. Ithink we did talk about

14 the whole project for the on shore gas gathering
15 in Nigeria and related activities and the

16 deepwater projects.

17 Q. Do you recall any specifics of

18 what was discussed?

19 A. No, not the detail anymore, no.

20 Q. A moment ago you mentioned an

21 investor relations program. Was this program
22 something that needed to be approved by the CMD?
23 A. Tdon't exactly know how to answer
24 that question. I know it was discussed by Judy
25 and Phil -- Judy Boynton and Phil Watts at CMD.
0330

1 WALTER VAN DE VIJVER

2 Q. Do you recall any discussion -- at

3 these times when Ms. Boynton or Mr. Watts spoke
4 about investor relations, about the importance

S of the United States market for investor

6 relations?

7 MR. TUTTLE: Objection,

8 foundation.

9 MS. SENNETT: Objection to the

10 form of the question.
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11 THE WITNESS: No.

12 BY MR. HABER:

13 Q. If you can look at Exhibit 19.

14 A. Yes.

15 Q. One more thing. When you came to
16 the United States to make these presentations
17 did anyone accompany you?

18 A. There would always would be a

19 representative from the IR department with me.
20 Q. And do you recall who that
21 representative was?
22 A. No. There were a couple. I
23 wouldn't know particularly which ones. I mean
24 there would be Simon Henry himself, who was head
25 of IR, or would be his US representative that
0331

1 WALTER VAN DE VIJVER

2 would be part of it or someone else in his

3 organization if it was in Europe.

4 Q. Do you know who his US

S representative was?

6 A. Tthink it changed during my

7 tenure. Initially it was David Sexton, Sexton.

8 Q. Do you know who replaced

9 Mr. Sexton?

10 A. No. I cannot recollect the name.

11 If you give me a name I say yes or no. I don't
12 know the exact name.

13 Q. Okay. David Sexton is the only

14  one I know of.

15 Looking at the exhibit now, 19.

16 In your response and, again, I'm talking about
17 the e-mail that you sent a day later on

18 August 22nd. The second sentence -- third

19 sentence you say, "I feel strongly that we

20 should stop talking to analysts about things we
21 have not delivered yet/or still low POS in terms
22 of implementation. We should learn from

23 FLNG/FONG/sunrise/coup do examples and be
24 cautious about Sakhalin Brazil, et cetera."

25 Why did you feel that you

0332

1 WALTER VAN DE VIJVER
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2 should -- you, meaning Shell, should stop

3 talking to analysts?

4 MR. TUTTLE: Objection to the

S characterization of the document.

6 THE WITNESS: What I was trying to
7 portray here was just my overall recurring theme
8 that I wanted to make sure that we would have

9 total realism in terms of our external

10 presentations based on the facts that we had in
11 hand on the state of our business.

12 BY MR.HABER:

13 Q. What things had not been delivered

14 yet?

15 A. Well, I think there are some

16 examples given here; right. All these acronyms.
17 FLNG means floating LNG.

18 Q. And to what does that refer?

19 A. That was initial initiative to
20 develop a floating LNG facility where there were
21 at that stage there were two projects earmarked
22 for that. One was Kudu, which was on the West
23 Coast of Africa in Namibia and the other was
24 Sunrise which was a project on the West Coast of
25 Australia. And clearly those projects were
0333

1 WALTER VAN DE VIJVER

2 still very immature, as well was FONG, which was
3 also something floating. Floating -- I have to

4 assume oil and natural gas facilities. It may

5 not be 100 percent correct, but something like

6 that, which, again, was something that was

7 earmarked for the West Coast of Africa, I think,
8 and had not sufficiently matured either.

9 Q. And at that point in time was

10 anyone at Shell talking about the FLNG and FONG
11 which you described?

12 A. Ithink in some earlier

13 presentations we talked quite bullishly, typical
14 engineering optimism on those technologies and
15 the related projects.

16 Q. When you say we talked, who's the

17 we?

18 A. Shell.
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19 Q. Is there any person in particular?
20 A. I wouldn't know.
21 Q. The next sentence says, "I'm
22 worried that we are going to talk prematurely
23 about SURE, as well." What is SURE?
24 A. SURE was an acronym again, Shell
25 Unconventional Resources, which was related to
0334

1 WALTER VAN DE VIJVER

2 some pilots and studies that were ongoing on

3 extraction of oil from oil shale. And this was

4 for me still very much in the very early, early,

S early stage. We also tried to keep it

6 confidential and my perception was we shouldn't
7 be talking about it.

8 Q. The last item that you write you

9 say, "with aggressive historical proved reserves
10 booking, massive investment in Nigeria with

11 increasing risks, few material discoveries ROACE
12 pressures. We just need to be very careful."

13 Why did you identify all of these

14 items for Mr. Watts?

15 A. Tjust wanted to flag, again, that

16 there were a lot of issues that I was concerned
17 about and was working and in the same context
18 that we had to ensure that we gave out realistic
19 stories to the market.

20 Q. And when you say aggressive

21 historical proved reserves bookings, what are
22 you referring to?

23 A. All the same things we have talked
24 about.

25 Q. And were you referring to bookings
0335

1 WALTER VAN DE VIJVER

2 primarily made under Mr. Watts' tenure?

3 A. Ttalked about the reserves we

4 talked about before which coincided with mostly
S with his tenure, yes.

6 Q. Did you receive any response to

7 this e-mail from Mr. Watts?

8 A. TIdo not recollect.

9 Q. You'll notice in the top of the
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10 e-mail -- the top of the document is an e-mail
11 from Ms. Boynton to you and in the e-mail the
12 second sentence she says, "could you give me a
13 ring when you have a chance." Do you recall
14 having a discussion with Ms. Boynton on or about
15 October 22, 20027

16 A. No,Idon't.

17 Q. Do you recall having a discussion

18 with Ms. Boynton about any of the content of
19 your e-mail you sent to Mr. Watts in which she
20  was cc'd?

21 A. No.

22 Q. You can put this aside.

23 Do you know who Harold Hatchett

24 is?

25 A. That's the man.
0336

1 WALTER VAN DE VIJVER

2 Q. When you say that's the man?

3 A. That's the man that replaced David

4 Sexton.

S Q. Okay. Before I mark this next

6 document, do you recall having any discussions
7 with Ms. Boynton prior to August of 2002 about
8 aggressive bookings?

9 A. No.

10 Q. And, again, my question refers to

11 other than formal CMD meetings?

12 A. No. That's what I understood.

13 (Van De Vijver Exhibit Number 20

14 was marked for identification.)

15 BY MR.HABER:

16 Q. I'm handing you what we just

17 marked as Van De Vijver Exhibit 20.

18 For the record, this i1s an e-mail

19 with some attachments. The e-mail is from

20 Mr. Van De Vijver. It's dated September 2,

21 2002. It's to Philip Watts, Jeroen Van Der

22 Veer, Paul Skinner, Malcolm Brinded, and Judith
23 Boynton. The subject line reads EP delivery.
24 The Bates number for this document
25 is V 00030266 through V 00030272.

0337
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1 WALTER VAN DE VIJVER

2 Have you seen this document before

3 today?

4 A. Yes.

5 Q. Idon't think we've mentioned this

6 person's name before. Who is Paul Skinner?

7 A. We did mention him earlier. He

8 was one of the group managing directors.

9 Q. So was Ms. Boynton on the CMD at
10 this time?

11 A. IfI'look at the reference

12 indicator it sounds to be childish, no.

13 Otherwise, she would have one of these MGD
14 managing group director indicators. At this

15 time she was still in attendance of all the CMD
16 meetings, but not a group managing director.
17 Q. So other than Ms. Boynton, the

18 other people on the -- the other recipients of
19 this document were members of the CMD; correct?
20 A. Yes.

21 Q. Whatis -- if you turn to the

22 second page it says EP delivery. What is this
23 document?

24 A. This is a sort of snapshot

25 perspective of the overall health of the E&P
0338

1 WALTER VAN DE VIJVER

2 business as I saw it at that time when we were
3 in E&P, at least we were already engaged in the
4 development of the business plan for 2003.

S Q. Did anyone ask you for this

6 information?

7 A. No.

8 Q. You sent this on your initiative?

9 A. Yes.

10 Q. Did anyone assist you in preparing
11 this document?

12 A. No.

13 Q. You prepared it yourself?

14 A. Yes.

15 Q. Now, if you look at the intro you

16 say, "for some time now we have tried to adhere
17 to a bunch of criteria that can only be managed
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18 successfully for so long." And then you

19 identify one, two, three, four items?
20 A. Yeah.
21 Q. What are these items?
22 A. Well, these are four key sort of
23 elements that sort of reflect on the overall
24  health of the business for E&P.
25 Q. And are these the four elements
0339

1 WALTER VAN DE VIJVER

2 that make up the box?

3 A. Yes.

4 Q. And?

5 A. That's the attachment, right,

6 pictogram where ultimately what you're trying to
7 achieve as your business is create value and

8 that's sort of the center of it. Obviously you

9 have a bunch of metrics around your business
10  that sometimes can actually conflict with each
11 other because if you -- if you want to maximize
12 your ROACE your return efforts, capital

13 employed, you should stop spending money and you
14 can very easily get a very high ROACE, but of
15 course, they are not growing. So it's those

16 type of dilemmas that I was trying to portray in
17 that picture.

18 Q. Do each of the four metrics sort

19 of conflict with each other or does it work on a
20 north/south plane against a --

21 MR. TUTTLE: Object to form.

22 THE WITNESS: They all conflict.

23 Tdon't know if I explain it well. Optimally if
24 you want to increase your production you spend
25 more money, you increase your capital
0340

1 WALTER VAN DE VIJVER

2 expenditure and your operating costs, but then

3 of course you don't lower your unit operating

4 costs, you will actually lower your ROACE.

S Through that you may increase your reserve

6 replacement. So it is those type of dilemmas

7 you face when you're trying to work within these
8 key metrics within the business.
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9 BY MR. HABER:

10 Q. Is this the first time that you

11 put the box in a pictorial format?

12 A. Ithink so, yes.

13 Q. Prior to this exhibit had you at

14 least discussed the caught in the box dilemma
15 with anyone?

16 A. Ithink this was the first

17 introduction, but I cannot be sure within E&P
18 that we had some discussions over it within the
19 preceding months, as well.
20 Q. Who do you recall having

21 discussions with at E&P?

22 A. Central planning and finance

23 group, the people that are intimately involved
24  in developing the business plans.

25 Q. Is there anyone in particular?
0341

1 WALTER VAN DE VIJVER

2 A. Frank Coopman and Lorin Brass were
3 sort of the key coordinators of the business

4 plan.

S Q. If you can look at the second

6 pictogram. What are you trying to convey by

7  this document?

8 A. Well, this is trying to show a

9 Ilittle bit the sensitivities that I mentioned to

10 you before in terms of some of the action you
11 can take like cutting OPEC's, operating costs,
12  -- the unit cost reduction and your ROACE, but
13 it will have a negative impact on production

14 growth and reserve replacement.

15 Q. [Isee. If you can turn back to

16 page 267.

17 A. Yeah.

18 Q. You write underneath those items

19 that we just talked about you say, "given the
20 external visibility of our issues (lean organic
21 development portfolio funnel RRR low, F&D unit
22 cost rising) the market can only be 'fooled' if
23 one credibility of the company is high. Two,
24 medium and long-term portfolio refreshment is
25 real and/or, three, positive trends can be shown
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on key indicators."
What were you trying to convey

there?

A. What I was trying to convey there
is that whatever the business performance is,
those are reported and people can see it in the
market, right, so they saw things like our
reserve replacement ratio was low. They saw
that our F&D, which means finding and
development costs, were creeping up. So those
are the hard realities so important was that in
order to change that -- the reality out in the
market, you had to improve your business which
means that you have to improve the overall
credibility of the company, make sure that there
are medium and long-term things happening to
your portfolio and that you can show positive
trends rather than the downward trends we were
seeing.

Q. Why did you put the word fooled in
quotes?

A. TI'm still amazed that this thing
came up in February 2000 and before that no one
ever talked about it. Fooled is nothing about

0343
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WALTER VAN DE VIJVER

fooling. It's between brackets, first of all.
It was the reflection of a discussion I had with
Simon Henry, the head of IR, who in sort of a
typical British sarcastic fashion said if you
want to fool the market you have to actually
show the things that can change the perception
based on the facts in the market. That's what
it was. This is my use of English. I think you
will see in a later document that sort of
formally came back from my department a few
weeks later that that sentence was perfectly
constructed and, I mean, what else can I say
about it?

Q. Did you ever tell anybody before
Rockford that what was -- what your intent was
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17 when you wrote this word?

18 A. TInever had anyone responding to

19 it whatsoever. I think everyone who reads the
20 document and sees it in the flow of the story
21 and what we're trying to say would understand it
22 has nothing to do with fooling or misleading the
23 market. It is about the reality of where you
24 are with the business.
25 Q. Now, the next part says medium --
0344

1 WALTER VAN DE VIJVER

2 underneath what I read says, "medium term

3 development portfolio is indeed rather weak."

4 What were you referring to?

S A. Those are as is mentioned in the

6 text here, those are sort of the projects, the

7 new projects that are on the horizon.

8 Discoveries that have been made or new business
9 development that was happening and where we
10 think in terms of our funnel, these things would
11 get realized in the future.

12 Q. Now, under the next section

13 involving facts you have false optimism on U K.
14 and Oman field declines and apparent inability
15 to accurately predict those declines.

16 What do you mean there?

17 A. Ithink the Oman thing we already

18 covered in my previous notes, that Oman came to
19 astage that couldn't actually really accurately
20 predict on a month to month basis what they were
21 going to produce. So they didn't quite have a

22 handle on their business and I had the same

23 understanding. As you recall, I visited in very
24  early on in my tenure, I think July 2001, I

25 visited Shell Expro and also there were major
0345

1 WALTER VAN DE VIJVER

2 issues and we had to down grade the production
3 forecast from the U.K. because of optimistic

4 assumptions before that.

S Q. If you can turn the page. Under

6 early 2/3/2001?

7 A. Yes.
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8 Q. [Itsays, "it was realized a

9 combination of 5 percent production growth with
10 15 percent ROACE at $14 per barrel was not

11 achievable nor sustainable, but it was concluded
12 that:" The first item says, "3 percent

13 production growth was the minimum acceptable by
14 the market (firm plan had 1.5 percent growth

15 mostly from Nigeria, but none of the major

16 competitors had projected growth less than

17 3 percent projected)."

18 The 1.5 percent growth, is that

19 group wide or are you specifically referring
20 only to growth in Nigeria?
21 A. The way I read this sentence it's
22 group wide.
23 Q. So at the time the 3 percent
24 growth was conveyed to the market the group was
25 planning on 1.5 percent, is that how that reads?
0346

1 WALTER VAN DE VIJVER

2 MR. TUTTLE: Objection to form, it

3 mischaracterizes the document.

4 THE WITNESS: I'm not sure. I

5 remember I wrote this and didn't have my staff
6 to double-check the numbers. I may not have the
7 math totally correct, but that's how I currently

8 read it.

9 BY MR.HABER:

10 Q. [If you turn to page 269 under

11 people.

12 A. Yes.

13 Q. The second item says,

14 "study/support activity for Oman in Nigeria

15 which will result in near field activity and

16 bottom line deliverables."

17 What are you referring to there?

18 A. TIreferred here to the massive

19 effort that was ongoing that I initiated by

20 bringing extra people into those organizations
21 and providing support from SEPTAR and other
22 organizations to do the quality work on their

23 assets, which ultimately if we get an

24 understanding of these assets allows you to
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25 implement additional activity.
0347

1 WALTER VAN DE VIJVER

2 Q. At this time had any bottoms up

3 review of the Oman fields commenced?

4 A. No.

S Q. And at this time had a bottoms up

6 review of the fields in Nigeria commenced?

7 A. No.

8 Q. Ithink I might have asked this

9 question. Did you receive any response to this
10 e-mail?

11 A. Not that I recall, but as I

12  mentioned before, very quickly thereafter there
13 was actually an update, a formal submission to
14 the CMD with the presentation.

15 Q. Do you recall any discussion at

16 the CMD about the caught in the box dilemma?
17 A. Not directly, but that discussion

18 would go all the way through December '02 when
19 the business plan was finalized.

20 Q. Do you recall reserves exposures

21 being discussed at this meeting?

22 A. No.

23 Q. We just marked as Exhibit 21 a

24  series of e-mails, the last of which is from

25 Mr. Van De Vijver, it's dated October 22, 2002
0348

1 WALTER VAN DE VIJVER

2 to Philip Watts. Subject line reads weekend

3 reflections.

4 The Bates range and there are two

5 is V00020620 and DB 01383. If you would take a
6 moment to look at it.

7 (Van De Vijver Exhibit Number 21

8 was marked for identification.)

9 BY MR.HABER:

10 Q. Mr. Van De Vijver, have you seen
11 this document before today?

12 A. Yes.

13 Q. Do you recall the context in which
14 these e-mails were written?

15 A. This was in the context of the
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16 evolving business plan for 2003 following on
17 from the earlier discussions and events on the
18 caught in the box as we were trying to get to a
19 process to finalize our business plan. And I
20 think, if I recollect correctly, I had taken the
21 initiative to have dinner with Phil to take the
22 opportunity to further discuss the issues that I
23 was facing.
24 Q. You say you took the initiative.
25 So you invited Mr. Watts out to dinner?
0349

1 WALTER VAN DE VIJVER

2 A. Toffered the idea of having a

3 dinner.

4 Q. Did you -- and I take it from his

S e-mail you did, in fact, have a dinner?

6 A. Yes,yes. In the Netherlands,

7 yeah.

8 Q. And do you recall the sum and

9 substance of the discussion that you had with
10 him?

11 A. Tdonotrecollect a lot of detail

12 from that discussion.

13 Q. Do you recall discussing the

14 caught in the box dilemma?

15 A. Yes.

16 Q. Do you recall any sum and

17 substance of that discussion?

18 A. Not on particular numbers. It was
19 more in the context of trying to give me comfort
20 that he was a big fan of the E&P business and
21 wanted the E&P business to grow and look at
22 future opportunities to do so, for instance, in
23 the form of acquisitions.

24 Q. What was your reaction to what he
25 was saying?
0350
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2 A. Well, the dinner, the only thing I

3 remember is the dinner didn't leave me with a
4 comfort that a lot of progress was being made.
5 Q. Why did you get that feeling?

6 A. Because I didn't have the feeling
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7 that in terms of the dilemmas I had in terms of

8 caught in the box and some of the numbers he was
9 offering any concrete solutions.

10 Q. Did you get the sense he was

11 sensitive to the dilemmas you were talking

12 about?

13 A. He certainly understood them.

14 Q. Do you recall anything else you

15 discussed at this dinner meeting?

16 A. No. The only thing I recollect is

17  that the meeting started more on a social basis.
18 This was, I think, very briefly after my father
19 had died, so a little bit of that type of
20 discussion.
21 Q. How would you, if you had to split
22 up the discussion over the dinner between social
23 and business, how much of the dinner was
24  business related?

25 A. About two-thirds.
0351

1 WALTER VAN DE VIJVER

2 Q. Do you recall expressing any

3 frustration to Mr. Watts about -- in light of

4 the box dilemma the difficulties in doing

S acquisitions?

6 MR. TUTTLE: Objection to form.

7 THE WITNESS: No.

8 BY MR.HABER:

9 Q. Now, if you could take a look at

10  your e-mail to Mr. Watts. You say in the second
11 paragraph, "I must admit that I've become sick
12 and tired about arguing about the hard facts and
13 also cannot perform miracles given where we are
14 today."

15 What were you arguing about? What
16 hard facts?

17 A. Well, what -- I mean this 1s

18 clearly a bit of an outlet of frustration.

19 MR. DOWD: Just answer the

20 question.

21 THE WITNESS: Sorry.

22 MR. DOWD: Answer the question.
23  We don't need the characterization, just answer
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24 the question.
25 THE WITNESS: Can you repeat the
0352

1 WALTER VAN DE VIJVER

2 question, please.

3 BY MR.HABER:

4 Q. What hard facts were you arguing

5 about?

6 A. The hard facts about the state and

7 the health of the business.

8 Q. Was he taking a contrary position

9 with regard to the health and state of the

10 business than what you were seeing?

11 A. Well, 1t all reflected to his

12 e-mail on the items on the box.

13 Q. I guess what I'm asking is, other

14 than the items in his e-mail, did this extend
15 beyond just these issues?

16 A. No. No.

17 Q. The next sentence says, "if I was

18 interpreting the disclosure requirements

19 literally (Sarbanes-Oxley Act, et cetera) we
20 would have a real problem." Why did you

21 identify the Sarbanes-Oxley Act to him?

22 A. T was just concerned -- I mean I'm
23 not a Sarbanes-Oxley expert or anything like
24 that. I just was concerned that on a forward
25 going basis that we would give out promises to
0353

1 WALTER VAN DE VIJVER

2 the market that would not reflect the reality of
3 the health of the business and just to sort of

4 let out my frustration that the numbers are what
5 they are and that that's the only thing that in

6 the end of the day is what we have to deal with.
7 Q. Had you been given any briefing

8 about the Sarbanes-Oxley Act?

9 A. Trecollect that at that time we

10  had had one presentation at CMD on the

11 Sarbanes-Oxley Act and it was during that time
12 it was regularly in the newspapers and just

13 clearly an important reminder that the

14  disclosures to the market should be accurate.
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15 Q. When you say was regularly in the
16 newspapers, what is it that you recall?

17 A. Just about introduction of it all

18 was -- things happened in Europe, as well, but
19 it was in the Financial Times and all the major
20 newspapers there were quite a few articles about
21 it
22 Q. During the CMD meeting when the
23 presentation was made did you get the sense your
24 colleagues took the Sarbanes-Oxley Act
25 seriously?
0354

1 WALTER VAN DE VIJVER

2 MR. TUTTLE: Objection to form.

3 THE WITNESS: Oh, yes.

4 BY MR.HABER:

S Q. The end of your e-mail you say,

6 "happy to have that debate at CMD." What debate
7 are you referring to now?

8 A. Still the issue about what

9 ultimately had the targets for the business

10 should be relative to these parameters as the
11 business plan, as I think I mentioned to you
12 earlier, was still evolving and would not be

13 completed all the way to December.

14 Q. Did you have that debate at the

15 CMD?

16 A. Quite a few further meetings took
17 place, yes.

18 Q. Just if you can turn the page

19 going to Mr. Watts' e-mail to you.

20 A. Yes.

21 Q. At the end of his e-mail he says,

22 "if you are in Shell Center this week, I would
23 appreciate a brief chat."

24 Do you recall having such a brief

25 discussion with Mr. Watts?
0355

1 WALTER VAN DE VIJVER

2 A. No,Idon't. The only thing I see

3 in the message when I was sending this I was in
4  Oman.

S Q. Why were you in Oman?
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A. In my ongoing drive to prove the

state and the health of the business there.
Q. Now, in your e-mail, if you can
look at the top of Exhibit 21, you say, "I am

10  currently in Oman dealing with another legacy

11  problem." What was this problem to which you're
12 referring?

13 A. The problem I was dealing with in

14  Oman, that happened before my time.

15 Q. Under whose leadership did these

16 problems occur -- originate?

17 A. Phil Watts was my predecessor as

18 CEO.

19 Q. Okay.

20 A. John, do you want to take a five,

21 ten minute break.

22 MR. DOWD: Sure.

23 THE VIDEOGRAPHER: This marks the
24 end of tape two, Volume II, in the deposition of
25 Mr. Van De Vijver. We are going off the

0356
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record. The time is 2:13 p.m.

(A brief recess was taken.)

THE VIDEOGRAPHER: This marks the
beginning of tape three, Volume II, in the
deposition of Mr. Van De Vijver. We are back
on the record. The time is 2:30 p.m.

(Van De Vijver Exhibit Number 22
was marked for identification.)

BY MR. HABER:

Q. Mr. Van De Vijver, we marked as
Exhibit 22 a note for discussion. The subject
reads review of 2002 and 2003 reserves
replacement. It's dated November 7,2002. It's
from EPB to EPG -- I'm sorry, it's from EPB, EPG
and it's to the ExCom.

The document its Bates range is
HAG 00161385 to HAG 00161392. Have you seen
this document before today?

A. Yes.
Q. Do you know who prepared this
document?
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23 A. Ttsays EPB and EPG. That's Lorin
24  Brass, EPB. And Brian Ward is EPG.
25 Q. Do you have an understanding as to
0357
1 WALTER VAN DE VIJVER
2 why this note for discussion was prepared?
3 A. T think this followed out of the
4 process that was started a couple months earlier
S on aregular basis to bring this to EP ExCom as
6 part of the improved process on transparency and
7 clarity.
8 Q. When you say bring this to the EP
9 ExCom, that's what you're referring to, the
10 transparency and clarity?
11 A. Yes.
12 Q. Do you recall if this note was
13 presented at an ExCom meeting?
14 A. Yes.
15 Q. Do you know who made the
16 presentation?
17 A. No.
18 Q. [If you look at page 390.
19 THE VIDEOGRAPHER: I'm sorry, the
20 papers are blocking your mic.
21 BY MR.HABER:
22 Q. Page 390.
23 A. Yes.
24 Q. Which is identified as appendix C,
25 what is appendix C?
0358
1 WALTER VAN DE VIJVER
2 A. That's the well-known exposure
3 catalog in its standard form now.
4 Q. Do you recall any discussion at
S the meeting about Oman?
6 A. No.
7 Q. Do you recall any discussion about
8 SPDC?
9 A. No.
10 Q. Do you recall any discussion about
11 Australia and Gorgon, in particular?
12 A. No.
13 Q. Was this note distributed as
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14  prereading?

15 A. Yes.

16 Q. Therefore, it's your understanding
17 it would be distributed to each member of the
18 ExCom in advance of the meeting?

19 A. Yes.

20 Q. And you received a copy of this as
21 prereading?

22 A. Yes.

23 Q. When I say this, I mean

24 Exhibit 227

25 A. Yeah.

0359

1 WALTER VAN DE VIJVER

2 Q. Do you recall any discussion at

3 the ExCom meeting around the exposure catalog?
4 A. No. Ido not have a recollection.

5 I do recollect that we

6 specifically talked about SNEPCO.

7 Q. What do you recall in particular?

8 A. That there was a recommendation
9 for debooking in SNEPCO, which then if I'm
10 correct also happened at the end of 2002. A
11 debooking was actually done for SNEPCO.

12 Q. Do you recall what fields in
13 SNEPCO were debooked?
14 A. This was related to Bonga and I

15 think Erha, but also here I see Abo. Look at
16 page 391 it refers to three fields Abo, Bonga

17 and Erha.

18 Q. Do you recognize the handwriting
19 on this document?

20 A. Yes, it's mine.

21 Q. Do you recall what was the mood at

22 the ExCom concerning the discussion about
23 debooking these reserves?

24 MR. WEED: Objection.
25 THE WITNESS: Fine. I do not
0360

1 WALTER VAN DE VIJVER

2 recollect anything specific.
3 BY MR.HABER:
4 Q. Do you recall any opposition to
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S debooking?

6 A. No.

7 Q. At Shell when reserves have to be

8 debooked do they need to be approved by the

9 ExCom?

10 A. No. That was not the formal

11 process. As I mentioned to you earlier, I had
12 two directors on my ExCom that were responsible
13 for that product and they worked with their

14  staff and then through the finance, group

15 finance line to conclude the annual results for
16 reserves. But at the same time as part of Frank
17 Coopman coming on board it was part of, as I
18 mentioned earlier, to make sure there was the
19 transparency and understanding at ExCom level
20 for important things like this particular item,
21 reserve replacement.
22 Q. Does the CMD have to approve
23 debookings?
24 A. No. This was, as I said, not
25 being involved with the actual process of
0361

1 WALTER VAN DE VIJVER

2 closeout I. Don't know who all got involved in
3 the process as part of the annual reserve report
4 that finally was issued by Anton Barendregt.

S5 ButIknow it involved external odd fors and

6 people in group finance.

7 Q. My question was does the CMD have
8 to approve debookings?

9 MR. TUTTLE: Objection, asked and
10 answered.

11 THE WITNESS: No, not that I was
12 aware.

13 BY MR.HABER:

14 Q. During this meeting do you recall

15 any discussions about set offs to the debookings
16 that Enterprise could provide?

17 A. No.

18 Q. Do you recall, again during this

19 meeting, any discussions of set offs that an

20 acceleration of the cash again booking could
21 provide?
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22 A. No.
23 MR. TUTTLE: Objection,
24 foundation.
25 BY MR.HABER:
0362

1 WALTER VAN DE VIJVER

2 Q. If you look at page 387, and I'm

3 looking at your handwriting on the bottom.

4 A. Yeah.

5 Q. The firsthand written note, if you

6 could read that for us?

7 A. "11/11, too many uncertainties?"

8 Q. Does 11/11 refer to the date?

9 A. Well, I was just checking because
10 it says 7th of November, the note, but it may
11 have been that the ExCom physically took place
12  on 11th of November. Otherwise, I wouldn't know
13 what 11/11 meant.

14 Q. What did you mean by too many

15 uncertainties?

16 A. That it looked like there were

17 still quite a bit of discussion ongoing about
18 bookings and debookings at that point in time
19 being not too far from the end of the year.

20 Q. The note underneath it appears to
21 be an arrow, a line over the arrow and then an
22 arrow above it and then I think it says balance?
23 Is that correct?

24 A. Yes.

25 Q. What did you mean by that?
0363

1 WALTER VAN DE VIJVER

2 A. Tdon't know.

3 Q. Now, if you turn to page 389.

4 A. Yes.

5 Q. In the left hand margin in the

6 middle it appears to say, "debookings? Gorgon,
7 etcetera," I think, and if I'm wrong please

8 tell me.

9 A. That's the same that I read, yes.

10 Q. Okay. Why did you write

11 debookings?

12 A. Because, as you know, at that
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13 point in time there was still a lot of

14 uncertainties left in terms of our reserve

15 numbers. We still had these exposures and
16 Gorgon was one of those.

17 Q. And these exposures such as Gorgon
18 could result in debookings?

19 A. Potential debookings, yes.
20 Q. If you could turn to page 391.
21 A. Yes.
22 Q. I'mnot even going to try to read
23 these. If you can read the handwritten note in
24 the circle at the bottom of the page.
25 A. "Total Nigeria reserves quality?!"
0364

1 WALTER VAN DE VIJVER

2 Q. What did you mean by that?

3 A. The same old story about the

4 quality of the data from Nigeria. And, of

5 course, this was the time that we decided to

6 start the bottoms up review in Nigeria as one of
7 the big five initiatives.

8 Q. I just want the record to be

9 clear. When you say the same old story about
10  the quality of the data, what are you referring
11 to?

12 A. This was the exposure issue around
13 Nigeria, reserve exposure.

14 Q. And when we say Nigeria, are you
15 referring to SPDC?

16 A. SPDC.

17 Q. The handwriting to the right of

18 what you just read into the record, what does
19 that say?

20 A. 50 million barrels, debooking

21 shift to 2003 between brackets [drilling].

22 Q. What did you mean by that?

23 A. TIdonotrecollect. It must have

24  been something that came up during the

25 discussion on this particular subject.
0365

1 WALTER VAN DE VIJVER

2 Q. In your prior answer?

3 A. Yes.
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4 Q. When you mentioned that you

5 decided to start the bottoms up review in

6 Nigeria, you said as one of the big five

7 initiatives. What were the other four

8 initiatives?

9 A. They were all linked to Nigeria.

10 This was the drive that Brian Ward started at
11 that time. One was about -- I can't recollect

12 them all. One was about community relationship,
13 relationship with external parties. One was

14 around project execution to make sure there was
15 quality in product execution. I --Ican't

16 recollect. I only know there were five big

17 1issues. That's the only thing I recollect.

18 Q. The initiative about community?

19 A. One was around reserves and one

20 involved doing the bottoms up review.

21 Q. Was there someone appointed to

22 lead the bottoms up review in SPDC?

23 A. Yeah. This was under the control

24 of Brian Ward, so I don't know the particular
25 name. It doesn't come to my head who was the
0366
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WALTER VAN DE VIJVER
man leading that effort.

Q. Do you know a gentleman by the
name of David Klusener?

A. Yes. He was indeed a person I
remember talking to several times in
December 2003 when we were trying to finalize
the numbers on Nigeria. He was clearly deeply
involved in that exercise.

Q. Do you know if Mr. Klusener was
involved in a bottoms up review of SPDC?

A. Yes. That's what I mentioned.

Q. Mr. Klusener is the one who you
understood was leading this review?

A. Tdon't know whether he was
leading it. There may have been other people
involved, but he was clearly involved.

Q. Do you know if there were multiple
phases in this review?

A. Tdon't know the exact details of
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21 how they would geographically or otherwise would
22 go through the exercise.
23 Q. Do you recall the review had
24 concluded?
25 A. Well, the full review didn't
0367

1 WALTER VAN DE VIJVER

2 conclude until well into December.

3 Q. Of what year?

4 A. 2003.

S Q. Do you recall what the findings of

6 the review were?

7 A. Well, this is the review that led

8 to me receiving in middle of November a report
9 and I also found out there was an unsatisfactory
10 audit on Nigeria that then subsequently

11 triggered the decision to look at our whole

12 portfolio and subsequently the debookings.

13 Q. Do you recall if one of the

14 findings in that review was a gap of

15 approximately 900 million BOE?

16 MR. TUTTLE: Objection, form,

17 foundation.

18 THE WITNESS: I don't know the

19 exact number anymore, but I know it was a very
20 big number.

21 BY MR.HABER:

22 Q. Do you know if a report was issued
23 by the review team?

24 A. The only thing I saw was the audit
25 report from Anton Barendregt. I did not see any
0368

1 WALTER VAN DE VIJVER

2 other report on Nigeria.

3 Q. Do you recall attending a briefing

4  where the results of the review team were

S presented?

6 A. No. AsImentioned, I recall

7 sitting with Brian Ward, the 14th of November,
8 2003, 1 do recall that when the first numbers

9 came out.

10 Q. And what do you recall about that

11  meeting with Mr. Ward?
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12 A. That basically we now, that we
13 then had confirmed that there was a big problem
14 in Nigeria with respect to proved reserves.
15 Q. What was your reaction when you
16 had learned all this information during that
17 meeting?
18 A. TIwasin shock. I mean this was
19 taken a long time to go through that whole
20 process, but when you then discover with those
21 type of numbers you're off, that clearly is a
22 very material issue.
23 (Van De Vijver Exhibit Number 23
24 was marked for identification.)
25 MR. HABER: We've just marked as
0369
1 WALTER VAN DE VIJVER
2 Van De Vijver Exhibit 23 an e-mail from Marian
3 Van der Laan on behalf of Mr. Van De Vijver.
4 It's dated November 15, 2002, it 1s to Frank
S Coopman and Lorin Brass. The subject line
6 reads: Urgent 2003 plan in Q1 IR and there's an
7 attachment that says the same thing, 2003 plan
8 in Q1 IR.
9 It's two Bates ranges. The first
10 1s V 00020743 through V 00020745. The other
11 Bates range is DB 01506 through DB 01508.
12 Mr. Van De Vijver, have you had an opportunity
13 to look at Exhibit 23.
14 THE WITNESS: Yes.
15 BY MR.HABER:
16 Q. Have you seen this document before
17 today?
18 A. Yes.
19 Q. And this e-mail reflects that you
20 had instructed your secretary to send this to
21 Mr. Coopman and Mr. Brass?
22 A. Yes.
23 Q. Tell me the context in which you
24  wrote this e-mail?
25 A. This was still in the overall
0370
1 WALTER VAN DE VIJVER
2 process of finalizing the business plan for
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3 2003, which I explained earlier, to finally get
4 finalized a month later at conference and |

S5 wanted to give my staff feedback from the last
6 CMD meeting that I attended on that subject.
7 Q. Do you recall when that meeting

8 was?

9 A. It must be around the time of

10  writing this e-mail.

11 Q. Okay. Now, under -- if you turn

12 to page 2 of the document, which is 7440507,
13 under 1, are these items items that are metrics
14  in the box that we talked about?

15 A. Yes.

16 Q. Now, underneath those you write,
17 "the reality is, however, that we would not have
18 submitted this plan if we, one, were not trying
19 to protect the group reputation externally

20 (promises made)." What were you trying to
21 convey there?

22 A. I was trying to portray to my

23 staff that, of course, we were still working a
24 plan that I still was not feeling comfortable
25 about and it still needed further work and in my
0371

1 WALTER VAN DE VIJVER

2 mind the plan was not a 50/50 plan, but was a
3 stretch plan.

4 Q. What s a stretch plan?

S A. A stretch plan is a plan that has

6 less than 50 percent probability to succeed.

7 Q. That was the plan that you were

8 intending to present to the conference?

9 A. Yes. Well, the plan was still

10 subject to change during the last month before
11 it would go to conference.

12 Q. The plan that went to conference,
13 was it a less than 50/50 plan?

14 A. TIfIrecollect correctly, I

15 specifically when presenting a plan to

16 conference I talked about 50/50 and stretch. I
17  covered them both.

18 Q. What was the reaction of the

19 conference when you covered those issues?
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20 A. TIdo not recollect.

21 Q. Do yourecall any -- any

22 discussion over the plan including stretch?
23 A. No. No. I wouldn't recollect the
24  detail. The minutes should reflect that.

25 Q. Do you get an opportunity to
0372

1 WALTER VAN DE VIJVER

2 review the minutes of the conference?

3 A. Review the minutes?

4 Q. Do you get an opportunity to

S review the minutes of the conference?

6 MR. DOWD: When?

7 BY MR.HABER:

8 Q. As a general matter?

9 A. Sorry, I'm not answering because

I'm thinking. I'm not so sure whether the

11 answer is yes or no. We talked about the CMD
12 before. I don't know whether at conference --
13 I'mnot sure. I don't know.

14 Q. In particular, this meeting that

15 you just testified about, do you recall

16 reviewing minutes of the conference meeting?
17 A. No.

18 Q. Going back to the Exhibit 1,

19 again, you put in parentheses, promises made.
20 What external promises were made that you

21 believe that you were trying to protect?

22 MR. TUTTLE: Objection to form,

23 characterization of the document.

24 THE WITNESS: Well, every year at
25 the beginning of the year, call it promises were
0373

1 WALTER VAN DE VIJVER

2 made to the market, and had an early February
3 meeting of the year which related to sort of

4 forward performance of the company. So whatever
5 at this point in time was out already in the

6 market.

7 BY MR.HABER:

8 Q. Would that include ROACE?

9 A. Yes.

10 Q. Would that include production
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11 growth?

12 A. Yes.

13 Q. Would that include unit finding

14 costs?

15 A. Tdon't think we gave specific

16 targets out on the market of unit finding cost.
17 Q. Okay. What targets -- what cost
18 targets did you convey to the market?

19 MR. TUTTLE: Time period.
20 THE WITNESS: Unit operating cost
21 target.
22 BY MR.HABER:
23 Q. And would this be in February of
24 20027
25 A. It would happen on an annual
0374

1 WALTER VAN DE VIJVER

2 basis, so I don't know all the direct details of
3 what targets we would be giving out, but on that
4 annual presentation the targets and outlooks for
S the business would be presented.

6 Q. Do you recall bringing the draft

7 plan to the CMD for its consideration?

8 A. Interms of details? I mean I

9 brought it to CMD, of course, frequent basis,
10 but I do not recollect the details of the type
11 of discussion.

12 Q. Do you recall there being support
13 for the plan as it was finalized for approval by
14  the conference?

15 A. There was a lot of discussion on
16 the plan and a lot of discussion on the 50/50
17  versus stretch.

18 Q. What do you recall about that

19 discussion?

20 A. Well, I felt it very important

21 that the stretch element of the plan was both
22 portrayed at CMD, but also at conference.

23 Q. What was the reaction of CMD to
24 the stretch element of the plan? I mean were
25 they supportive?
0375

1 WALTER VAN DE VIJVER
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A. In the end the plan that gets

presented ultimately to conference, yes, is
first supported by CMD.

Q. Until you get to that point were
there people who expressed little sympathy for
the dilemma that you were in?

MR. TUTTLE: Objection to form.
MR. MORSE: Same objection.
MR. DOWD: If you recall.
THE WITNESS: Ido not recall the
details.
BY MR. HABER:

Q. Okay. Just going back to among
the performance indicators that are externally
made to the market, is RRR another one?

A. RRR is never portrayed as a yearly
target to the market and the reason for that is
that obviously reserve replacement is very much

20 related to timing of projects and given
21 uncertainty and the spikiness of this, we would
22 never give yearly reserve replacement targets to
23 the market.
24 Q. So the market only receives
25 historical information about the reserves
0376

1 WALTER VAN DE VIJVER

2 replacement; correct?

3 A. Historical and perhaps also

4 projected sort of medium term replacement

S targets, but never annual.

6 Q. Isthe RRR reported in the 20(F)?

7 A. Yes.

8 Q. And what's reported in the 20(F),

9 that is historical information?

10 A. Is all historical information.

11 Q. Looking at the exhibit again,

12 under number 2 you say, "could have been honest
13 about past failures (business focus W.R.T.,"

14 which I understand to be with respect to,

15 "aspired portfolio disconnects with reality,

16 poor performance management, preserves

17 manipulation."

18 What were you trying to convey
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19 there?
20 A. All the things I was dealing with
21 to improve the overall health from the business
22 relative to I started with the bit.
23 Q. Did you have any examples in mind
24  with regard to disconnects with reality?
25 A. Well, I mean some of that maybe --
0377
1 WALTER VAN DE VIJVER
2 the answer is yes. Some of that may be a little
3 bit of benefit from hindsight. T mentioned to
4 you these things, some of the new technologies,
S floating LNG in terms of how quickly we would be
6 able to do these things and how clearly some of
7 the work and the quality in terms of grounding
8 in terms of production forecast or whatever, the
9 quality of the work that was -- that had been
10 done as a basis for the plans.
11 Q. Did you have any examples in mind
12 with regard to reserves manipulation?
13 A. That's, of course, a typical
14 shorthand. All this is is actually the same
15 subject that we've been dealing with exposure
16 lists in terms of the exposures we had and
17 uncertainties that we had that we were working.
18 Q. Again, these are the exposures
19 that primarily originated under your
20 predecessor?
21 A. Yes.
22 Q. And that would be Phil Watts?
23 A. Yes.
24 Q. Now, in the middle you say, "on
25 19th November EP plan presentation, I want a
0378
1 WALTER VAN DE VIJVER
2 simple chart of 50/50 versus stretch parameters
3 which shows in the second one is watch list
4 items on production, Oman, Nigeria, US."
S Why did you want the watch list
6 items included?
7 A. Watch list items was a new
8 terminology that was included in the group under
9 initiative from Phil Watts to identify items
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10 that were sort of group wide concern in terms of
11 some of the issues in the overall business and
12 Oman was one of them. Nigeria was one and the
13 other was US in terms of exploration
14  performance.
15 Q. This watch list, was this to be
16 the equivalent the exposure catalog?
17 A. No. Sorry. This is a separate
18 thing that was sort of thing that was done under
19 the initiative of group planning where on a
20 quarterly basis every business would show the
21 progress that they've had on the sort of key
22 things that were on the radar screen for the
23 group. It was called the watch list item.
24 There was some traffic lighting system around it
25 on aquarterly basis. Separate from the
0379
WALTER VAN DE VIJVER
exposure list that we talked about just on
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reserves.
Q. The reference to November 19th
plan presentation, to whom was that to be made?
A. Icannot be sure. This may be the
next presentation at either EP ExCom or at CMD.
Q. Okay. You can put the exhibit
aside.
I'm going to mark as Exhibit 24 a
series of e-mails that I will identify for the
record as the witness takes a look at it.
The last of the e-mails is from
Mr. Van De Vijver, it's dated November 29,
2002. It's to John Pay with a cc to Lorin Brass
and Malcolm Harper. The subject line reads
group plan questions reserves.
It has two Bates numbers. The
first one is V 00082175 through V 00082177 and

20 the other one is BRU 002201 through BRU 002203.
21 (Van De Vijver Exhibit Number 24

22 was marked for identification.)

23 BY MR.HABER:

24 Q. Have you seen these e-mails before

25 today?

0380
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2 A. Yes.

3 Q. Iwouldlike you to look at the

4  e-mail that you sent to John Pay, it's on the

S5 last page. It's dated November 21,2002. The
6 ccis to Lorin Brass and Malcolm Harper. Who is
7 Malcolm Harper?

8 A. An engineer that worked in Lorin

9 Brass's organization.

10 Looking at this reference

11 indicator, he was at that stage head of

12 planning.

13 Q. Now, in your e-mail you write in

14 the second sentence, "how much of the historic
15 bookings year end (both aggressive/early) that
16 constrain our proved reserves booking in

17 2001-2005 are related to 'leadership behavior'
18 and how much are they related to new SEC

19 rules/scrutiny introduced in early 20017!"

20 Why were you asking this question?
21 A. This is I guess sort of the

22 continuing drive of mine to better understand
23 the history with respect to reserves booking and
24 trying to get an understanding what happened in
25 the past.
0381

1 WALTER VAN DE VIJVER

2 Q. And is that why you asked for the

3 distinction between leadership behavior and SEC
4  rules/scrutiny?

S A. Yes.

6 Q. And by leadership behavior, are

7 you referring to anyone in particular?

8 A. Leadership behavior was the

9 leadership before my time in E&P.

10 Q. Would that include Philip Watts?

11 A. Yes.

12 Q. Did you mean to go beyond Philip
13 Watts to anyone else?

14 A. Not specifically.

15 Q. You see that Mr. Pay responds with
16 alengthy note. Did you do anything with the

17

information that is included in his e-mail to
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18 you of November 22, 20027

19 A. No. Idon't think directly, but

20 it helped me to gradually build up my

21 understanding of what happened in the past and
22 as aresult make me even more eager to make sure
23 that, for instance, these bottoms up reviews in

24 Nigeria and Oman were done and that I left

25 messages to the organization that clearly I

0382

1 WALTER VAN DE VIJVER

2 found it very important to get transparency on
3 our reserve base.

4 Q. When you say you left messages to

5 the organization, what do you mean by that?

6 A. Leave messages to people like John

7 Pay and Lorin Brass and Coopman that I was

8 really interested to make sure that we improved
9 the quality, transparency, integrity of our

10 reserve base.

11 Q. Was there any particular event

12 that caused you to ask Mr. Pay to do this work?
13 A. It may have -- the answer is, no,

14 Idon't know directly, but I think it must have

15 been as part of the process of finalizing our

16 business plan and seeing things, how things were
17 projected forward and try to understand what had
18 happened in the past when you look at trends.

19 Q. Looking at your e-mail on the

20 third page, was there a reason why you made

21 reference to the SEC rules/scrutiny?

22 A. Well, I had learned earlier that

23 year there had been clarifications on the --

24 issued by the SEC on the rules and I was

25 wondering whether that specific thing had had an

0383

1 WALTER VAN DE VIJVER

2 effect on Shell's reporting of reserves.

3 Q. Did you have any communication
4 with Mr. Pay about the conclusions that he
5 reached in his e-mail?

6 A. Not that I recall apart from the

7 reaction to his e-mail.

8 Q. What did you mean, if you look at
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9 your e-mail to him, when you say we will have to

10 get a story line together, not only to close our

11  books, but also for explaining to analysts (6

12 February and end March) RRRR?

13 A. This was something that I knew

14 about at that time that the next presentations

15 to analysts would occur 6 of February and end of
16 March of the next year and I wanted to make sure
17 that then we would be able to give a

18 comprehensive story.

19 Q. Did you show the results of

20 Mr. Pay's -- withdrawn.

21 Did you show Mr. Pay's e-mail to
22 anyone?

23 A. Not that I recall.

24 Q. Do you recall discussing it with
25 Frank Coopman?

0384

1 WALTER VAN DE VIJVER

2 A. No.

k Q. Do you recall discussing it with

4  Lorin Brass?

S A. No.

6 Q. Did you share this information

7 thatis in Mr. Pay's e-mail dated November 22nd
8 with anyone on the CMD?

9 A. No.

10 MR. HABER: We'll mark another
11 document as Van De Vijver Exhibit 25.

12 For the record, Exhibit 25 is

13 titled Note For File Managing the EP Legacy
14 Issues.

15 It's Bates number 1s V 00030273

16 through V 00030276.

17 (Van De Vijver Exhibit Number 25

18 was marked for identification.)
19 BY MR.HABER:

20 Q. Have you seen this document
21 Dbefore?

22 A. Yes.

23 Q. What is this document?

24 A. This is a note that I wrote to

25 myself on sort of -- to get sort of an overall
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2 perspective of the E&P business to sort of try

3 to fully internalize where we were, but also in

4 terms of appreciating the sort of challenges

S there were going forward. This is something I

6 wrote end of 2002, early 2003, in that time

7 period where I was launching a major change in

8 the EP organization, which was called the new EP
9 operating model. I wanted to make sure for

10  myself and also being able to communicate to my

11 staff what it was we were all going to do and
12 look at it and get the energy to do so.

13 Q. Was this a document that you

14 prepared in one sitting?

15 A. No.

16 Q. Do you recall how long it took you
17 to prepare it?

18 A. This may be over a period of a

19 month or so. This -- clearly I didn't type this
20 myself, this is my secretary.

21 Q. Did you ever share this document
22 with anyone?

23 A. No.

24 Q. You'll notice the last page of

25 this document there is an attachment. Is this
0386

1 WALTER VAN DE VIJVER

2 attachment part of the note?

3 A. Yes.

4 Q. Why did you include this

S attachment?

6 A. I assume that this -- this is sort

7 of linked, we sort of had the whole internal

8 neutralization of asking myself the questions
9 why and why and what are we going to do with it.

10 Again, just for clarity, I didn't prepare -- I

11 didn't have the capabilities to do this slide

12 myself. That was done by my assistant, Geri
13 Powell, G-E-R-I.

14 Q. This attachment, did you ever show
15 it to anyone,?
16 A. Yes. Ishowed it to Jeroen Van

file:///Cl/Documents %20and %20Settings/daustin/Desktop/Deposition%20Transcripts/020 107wvandervijver.txt (102 of 144)9/18/2007 3:54:38 PM



file:///Cl/Documents%20and %20Settings/daustin/Desktop/Deposition%20Transcripts/020 107wvandervijver .txt
Case 3:04-cv-00374-JAP-JJH  Document 365-2  Filed 10/10/2007 Page 235 of 390
17 Der Veer.

18 Q. When did you show it to Mr. Van
19 Der Veer?
20 A. In December 2002.
21 Q. Had you prepared this PowerPoint
22 before you drafted the note for the file?
23 A. T think this sort of moved in
24 tandem. I don't recollect the detail.
25 Q. How did -- how did this -- how did
0387
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2 this meeting with Mr. Van Der Veer get

3 initiated?

4 A. From my initiative. I just walked

S to his office.

6 Q. Is his office on the same floor as

7 yours?

8 A. Next to my office.

9 Q. Separated by anything?

10 A. A conference room and a secretary.
11 Q. Was it your practice to talk to

12 Mr. Van Der Veer on a daily basis since you were
13 soclose?

14 A. Well, not really. If you look at

15 my schedule I was not there that often. Idid a
16 lot of traveling, but we did share a common
17 conference room and given his regional

18 responsibilities we sometimes had joint meetings
19 and things in our region.

20 Q. When you met with Mr. Van Der Veer
21 did you ever have unscheduled meetings where you
22 would just get up and say, Jeroen, I just need
23 to talk to you about something?

24 A. Sometimes that would happen, yes.
25 This was one of those.
0388
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2 Q. Do you recall what the two of you

3 had discussed?

4 A. This particular meeting I showed

S him this picture and I particularly drawed the
6 attention to him on item 2.

7 Q. Why did you draw his attention to
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8 item 27
9 A. Because I was letting off some
10 frustration based on what I had put down there
11 as some of the issues that I felt were happening
12 in the business.
13 Q. Do you recall what he said to you?
14 A. TIrecall that I showed it to him
15 and he had very little reaction and then I said
16 does this surprise you and he said no.
17 Q. Did he explain why?
18 A. No. He quickly thereafter
19 suggested that I should go and talk with Henny
20 de Ruiter, H-E-N-N-Y, and De, D-E, Ruiter,
21 R-U-I-T-E-R. He was a former CMD member and a --
22  at that stage he was the Chair of the Group
23 Audit Committee, but he was a former CMD member
24 and he was also a member of conference.
25 Q. Did he say any reason why you
0389
WALTER VAN DE VIJVER
should speak with Mr. De Ruiter?
A. Because he thought that that was
the appropriate thing to do and Henny de Ruiter,
as a former Shell director, he still had an
office within The Hague offices.
Q. Do you recall anything else that
was said between you and Mr. Van De Vijver
during this meeting?
A. Van De Vijver is me.
Q. I'msorry, Van der Veer.
A. No.
Q. Do you recall how long this
meeting lasted?
A. With Jeroen Van der Veer.
Q. Yes.
A. Very brief, maybe only
five minutes. This was not a scheduled meeting,
I just walked into his office.

[ VU G R GG O U G S G Y
O 0 AN NS WN=mO YOI WD~

20 Q. Did you feel he was receptive to

21 what you were telling him?

22 A. Well, he was clearly not critical,

23  but at the same time he did not respond much.
24 Q. Did you meet with Mr. De Ruiter?
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25 A. Yes,1did.

0390
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2 Q. When did you meet with

3 Mr. De Ruiter?

4 A. Somewhere very soon thereafter.

S Q. How did that meeting come to pass?
6 A. That was arranged by my secretary,
7 that meeting, and I just a few days thereafter I
8 went to his office in the morning and I had a
9 cup of coffee with him.

10 Q. Do you recall what you and Mr. De
11 Ruiter had said?
12 A. Ttalked to him about the issues I

13 was dealing with and the challenges I was facing
14 about overall health of the business and he had
15 alot of sympathy for that, said I was doing

16 well and that he would pass it on to Aad Jacobs.

17 Q. Aad Jacobs was a member of the
18 Group Audit Committee; is that correct?
19 A. AsImentioned, Henny de Ruiter

20 was the Chair of the Group Audit Committee and I
21 think a bit later Aad Jacobs talk over for him
22 as chair of the Group Committee. Never being at
23 that meeting I don't know if he was already at
24  that point a member of the Audit Committee, but
25 he was chairman of the Supervisory Board.
0391
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2 Q. That would be the chairman of the

3 Supervisory Board of Royal Dutch?

4 A. Yes.

S Q. Do you recall anything else

6 discussed between you and Mr. De Ruiter?

7 A. No. It was a very friendly chat.

8 He -- during that discussion he expressed

9 sympathy for me having to deal with Phil Watts
10 and that was sort of -- he sort of mentioned a

11 few stories about some of the encounters he had
12 had with Phil Watts in the past when he was CEO
13 of Shell Nigeria and he was regional managing
14  director for the region and that was about it.

15 Q. Do you recall anything else
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16 discussed between you and Mr. De Ruiter?

17 A. No, not in any detail, as I can
18 recollect.
19 Q. Just going back to your answer.

20 When you say during the discussion he expressed
21 sympathy for you having to deal with Phil Watts,
22 what did you -- what did you say to him that

23 elicited that sympathy?

24 A. Tjustsaid that I was dealing

25 with a lot of difficult issues in EP and that I
0392
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2 felt a lot of these issues were things that I

3 inherited when I took over the business.

4 Q. And it was in response to that

S that Mr. De Ruiter said what he did?

6 I'm sorry, you have to verbalize

7 the answer.

8 A. Yes.

9 Q. Mr. De Ruiter expected you speak
10 with Aad Jacobs?

11 A. No. Isaid De Ruiter said he

12 would mention it to Aad Jacobs.

13 Q. Sorry. Did he ever tell you if he
14 had, in fact, spoken with Mr. Jacobs?

15 A. No, not from Henny, but I got

16 feedback from Jeroen Van der Veer a couple days
17 later that he mentioned that Henny De Ruiter had
18 talked to Aad Jacobs.
19 Q. And did Mr. Van Der Veer convey
20 what was discussed between Mr. De Ruiter and
21 Mr. Jacobs?
22 A. No.
23 Q. Had you ever met with Mr. Jacobs
24 yourself?
25 A. I met with Aad Jacobs sort of one
0393
WALTER VAN DE VIJVER

to one, if I recollect, in June 2002 just before
he took over as chairman of the Supervisory
Board.

Q. I just want to go back to the
conversation with Mr. De Ruiter for one moment.

NN bW N
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7 Did you discuss with Mr. De Ruiter any of the

8 reserves exposures and issues that you were

9 observing?

10 A. Tam not sure. I'm certain I

11 talked about Nigeria and Oman as sort of problem
12 areas, but I cannot right now recollect if I

13 specifically talked about reserves.

14 Q. Do you recall what problems you

15 had discussed with him in Oman and Nigeria, do
16 you recall what you had discussed with him about
17 the problems?

18 A. Those were at that time rather

19 well-known problems in terms of getting to grips
20 with the business and the overall operational

21 performance in those areas and the issues we

22 were dealing with.

23 Q. Did he say anything in response to
24  what you were telling him?
25 A. No.
0394
1 WALTER VAN DE VIJVER
2 Q. TI'm sorry,Ikeep jumping between
3 meetings. I apologize.
4 When you met with Mr. Jacobs in
S June 2002, where did that meeting take place?
6 A. TIdon't know whether it happened
7 in London or The Hague. I can't recollect. One
8 of the two.
9 Q. Did you initiate that meeting?
10 A. No.
11 Q. He initiated it?
12 A. Yes.
13 Q. Did he say why?
14 A. Well, because it was just prior to
15 him taking over as chairman of the Royal Dutch
16  Supervisory Board, starting first of July.
17 Q. And do you recall the sum and
18 substance of what you discussed?
19 A. No, not in detail, no.
20 Q. Do you recall discussing with him
21 any of the reserves exposures?
22 A. No.
23 Q. Do you recall if you discussed
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24 any -- any reserves issues -- withdrawn.

25 Do you recall if you discussed the
0395
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2 state of the EP health and its business?

3 A. Idonotrecallit,butI'ma

4 pretty open guy, so I'm sure that whatever I was
5 thinking about I would have discussed it.

6 Q. Do you recall how long that

7 meeting lasted?

8 A. No.

9 Q. I would like to come back to

10 Exhibit 25 for a moment, again, looking at

11 this -- I guess it's a PowerPoint.

12 A. Yes.

13 Q. And, again, under number 2 you

14 write, "unchallenged EP CEO campaign to make
15 everything look good as possible (1999/2001)."
16 What did you mean by that?

17 A. Tfelt and recognizing with some

18 benefit of hindsight there were optimistic

19 things out there about the true health of E&P
20 versus what I discovered when I started running
21 E&P.

22 Q. And what had you discovered?

23 A. Well, I think --

24 MR.DOWD: Listen to his

25 questions.

0396
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THE WITNESS: The list that is
mentioned here.

MR. DOWD: Answer it. Tell him
what it is.

THE WITNESS: All the way from
things we talked about not really being in touch
with operational performance to not feeling
exploration was managed well to technology
10  things that hadn't delivered and also in a
11  culture where there was not a challenge in the
12 EP ExCom. When I arrived at the EP ExCom I had
13 quite a few difficult discussions when I entered
14 to try to get people to open up and to

O 0 1 ON W=
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15 participate in the meetings.

16 BY MR.HABER:

17 Q. You used the word fear of
18 challenge. Why did you use that word?
19 A. I think within the organization

20 there were a lot of people that were afraid of
21 Phil Watts.

22 Q. Did you have an understanding why
23 people were afraid of Phil Watts?
24 A. Well, he was a hard nosed
25 businessman in terms of his character.
0397
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2 Q. Did you have an understanding if

3 Phil Watts was open to receiving bad news?

4 MR. TUTTLE: Objection to form,

S calls for speculation.

6 THE WITNESS: I can only judge my
7 behavior in terms of bringing up whatever there
8 was that needed to be brought up.

9 BY MR. HABER:

10 Q. Do you have an understanding of

11  why people were fearful of Mr. Watts?

12 MR. TUTTLE: Objection to form,

13 calls for speculation.

14 MR. MORSE: Objection. Same

15 objection.

16 THE WITNESS: I think there were

17 people in the organization and one of them was
18 Roelof Platenkamp, who portrayed to me that he
19 felt some of the challenge that he provided was
20 not always appreciated.
21 BY MR.HABER:
22 Q. Was there any one other than
23  Mr. Platenkamp who shared an experience with
24 you?
25 A. Lorin Brass.
0398
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2 Q. Anyone else?

3 A. Not that I can think of right now.
4 Q. Did Raoul Restucci ever share an
S experience with you?
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6 A. Yes. Raoul Restucci reflected to
7 me back in 2003 after I had some arguments about
8 him and his performance, about the difficulty he

9 had when he had been regional managing director
10 for in the Far East for EP on the EP BusCom.

11 Q. What did he say?

12 A. That he had a very hard time at

13 the time of the acquisition attempt of Woodside.
14 Q. A hard time with whom?

15 A. With Phil Watts and I think that

16 also there was another occasion where he felt
17 very unhappy back in 2003 on a particular

18 business issue in the US where he felt that he
19 was being put down by Phil Watts.

20 Q. Other than the people we -- you
21 just identified, was there anyone else?

22 A. Not that I can recollect now.

23 Q. Did Mr. Restucci ever say to you

24  why he was having a difficult time with the
25 acquisition attempt with Woodside?

0399
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2 A. There was a lot of pressure on him
3 to be successful.

4 Q. Pressure from where?

5 A. From Phil Watts.

6 Q. And to be successful, are you

7 referring to being able to acquire Woodside?
8 A. Yes.

9 Q. Now, at or about this time,

10 December '02, January of '03, did you start

11 thinking about whether a debooking of all of

12 these reserves that were exposed was something
13 that should be seriously considered?

14 MR. TUTTLE: Objection to form.

15 THE WITNESS: During that whole
16 time period all I could do without being an

17 expert on the subject was to challenge my staff
18 to have the transparency and the quantity of our
19 reserve data.

20 BY MR.HABER:

21 Q. Had you started to form an opinion
22 about whether a debooking was becoming
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23  necessary?

24 A. No.
25 I was trying very hard to get all
0400
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2 the facts to decide one way or the other and as

3 I mentioned earlier, the critical elements in

4 that would be to really get the hard facts and

S details on Oman and Nigeria.

6 Q. Going back to Mr. Restucci for a

7 moment, do you recall having any discussions

8 with him about Gorgon?

9 A. No. Not until after the

10 announcement.

11 Q. The announcement, the initial

12 announcement in January 20047

13 A. Yes.

14 Q. And do you recall what the two of

15 you discussed?

16 A. It was not a one to one, it was

17 part of a discussion that ExCom had that we

18 clearly were still working, had the numbers and
19 getting -- trying to get information and data on
20 what had happened in the past.

21 MR. HABER: Do you want to take a
22 five minute break?

23 MR. DOWD: Sure.

24 THE VIDEOGRAPHER: This marks the
25 end of tape three, Volume II, in the deposition
0401
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2 of Mr. Van De Vijver. We are going off the

3 record. The time is 3:42 p.m.

4 (A brief recess was taken.)

5 THE VIDEOGRAPHER: This marks the
6 beginning of tape four, volume II, in the

7 deposition of Mr. Van De Vijver. We're back on
8 the record. The time is 3:59 p.m.

O

BY MR. HABER:

10 Q. Mr. Van De Vijver, I'm going to

11  hand you a document that we are going to mark as
12 Van De Vijver Exhibit 26.

13 (Van De Vijver Exhibit Number 26
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14 was marked for identification.)

15 BY MR.HABER:

16 Q. This is a string of e-mails and I

17  will identify it for the record while the

18 witness has an opportunity to take a look at it.

19 The string of e-mails, the last of

20  which is from John Pay to Mr. Van De Vijver, is
21 dated December 4, 2002, with a cc to Lorin

22 Brass. The subject line reads "reserves".

23 The Bates numbers on the document,

24 the first one 1s V 00090634 through V 00090636.
25 The other one, Bates range is TT 000477 through

0402
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2 TT 000479.

3 Mr. Van De Vijver, have you seen
4 this document before today?

5 A. Yes.

6 MR. MORSE: Can you hold on a
7 second?

8 MR. HABER: Yes. I'll hold on.
9 BY MR.HABER:

10 Q. Do you recall the context in which

11 you sent the e-mail to Mr. Pay and with a cc to
12 Mr. Brass on December 4th of 20027

13 A. Yes. The context is my continued

14 drive to make sure that people understand that I
15 want to get the proper quality and transparency
16 of our reserve base and make sure they get the
17 message and then leave it to the expert to make
18 the decisions, but they at least recognize it is
19 still on my radar screen as an important item.
20 Q. Now, you write to Mr. Pay, "as a

21 result, we are taking in 'hits this year' on

22 Bonga, Erha, et cetera."

23 What do you mean by hits?
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