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Deponent: Anton Barendregt

5
6
7 TheVideographer: Richard Bly
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PROCEEDINGS --
THE VIDEOGRAPHER: Thisisthe
Video Operator speaking, Richard Bley, of
LegalLink Action Video located at 420 Lexington
Avenue, New York, New Y ork.
Today's date is February 19th,
2007. Thetime on therecordis 10:52 am.
We are in aconference room in The
Hague, Netherlands to take the videotape
deposition of Anton Barendregt in the matter of In
Re: Royal Dutch/Shell Transport Securities
litigation in the United States District Court for
the District of New Jersey, Civil Action Number
04-3749 (JAP), consolidated cases before Honorable
Joel A. Pisano.

Will counsel please introduce
themselves?

MR. HABER: Jeffrey Haber,
Bernstein, Liebhard & Lifshitz on behalf of lead
Plaintiff, Peter M. Wood and The Class.

MS. COHEN: Rebecca Cohen,

Filed 10/10/2007
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Bernstein Liebhard & Lifshitz on behalf of lead
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Plaintiff, Peter M. Wood and The Class.

MR. ADLER: Derek Adler, Hughes
Hubbard and Reed on behalf of
PriceWaterhouseCoopers.

MS. MARIA: Ledie Maria, LeBoeuf
Lamb, on behalf of the witness.

MR. CORSON: Nicholas Corson on
behalf of KPMG Accountants NV, and | am
accompanied today by Leen Groen and Alastair

Hunter, both from KPMG.

MR. DAVIS: Sidney Davis on behalf
of KPMG.

MS. WICKHEM: Rebecca Wickhem,
Foley & Lardner LLP on behalf of Judith Boynton.

MR. GOLDSTEIN: Joseph Goldstein of
Mayer, Brown, Rowe & Maw on behalf of Sir Philip
Waltts.

MR. MORSE: Adriaen Morse, Mayer,
Brown for Phil Watts.

MR. WARE: David Ware, Debevoise &
Plimpton, LLP on behalf of Royal Dutch/Shell
Transport and Anton Barendregt.
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MR. EADIE: James Eadie of
Blackstone Chambers, UK counsel for Mr.
Barendregt.

MR. WEED: Earl Weed, in-house for
Shell.

MR. TUTTLE: Jonathan Tuittle,
Debevoise & Plimpton LLP on behalf of Shell
Defendants and the witness here today.

MR. BEST: Stephen Best, LeBoeuf,

Lamb, Greene & McRae LLP, Washington D.C. on
behalf of Mr. Barendregt in hisindividual
capacity.
THE VIDEOGRAPHER: Can we swear the
witness?
ANTON BARENDREGT,
Called as aWitness by counsel for the Plaintiffs,
after being duly sworn, testified as follows:
EXAMINATION BY MR. HABER
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19 Q. Good morning, Mr. Barendregt.

20 A. Good morning.
21 Q. Asyou probably have been advised,
22 | am going to be asking you a series of questions
0010
over the next few days, several days. | am
looking for your best recollection and your
knowledge of the events and circumstances that
concern the recategorization of reserves at Shell.
If | ask you a question and you do
not understand the question, will you let me know?
A. (Nodding) Yes.
Q. Andjust as| am going through, a
lot of these sort of ground rules, if you will,
are just an understanding between us so that the
record is clear and we get all of your answers.
It's important for you to
articulate your answers with ayes or ano. Head
nods and Mm-Hmms, while they get picked up at the
video operator, they don't get picked up with the
stenographer.
So it'simportant for you to always
articulate and answer.

=
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19 A. | understand.

20 Q. Thank you.

21 If at any time there is a question

22 that | ask that you would like me to rephrase or
0011

1 reask, will you let me know?

2 A, Twill.

3 Q. Andif you don't hear a question,

4 will you tell me?

5 A.  Twill.

6 Q. If you don't know the answer to a

7 question, will you let me know that as well?

8 A. Yes.

9 Q. Another occurrence, common

10 occurrence -- always unintentional, but it happens
11 anyway -- during question and answer, | will

12 sometimes speak over you or you will sometimes
13 speak over me.

14 | will do my best to make sure that

15 | don't do that and let you finish your answer
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before | follow with a question, and | would just

ask that you wait for me to finish my question
before you answer. Isthat okay with you?

A. | understand, yes.

Q. Good. Andfinally, if youneed a
break, please let me know. | will accommodate any
requests for abreak. The only exception will be
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if thereisaquestion pending, in which case |
will ask for an answer and then we will break.
Okay?

A. | understand, yes.

Q. For therecord, can you tell us
where you currently reside?

A. lresideinaplacecalled
Wassenaar, not far from The Hague, in an address
|epenlaan number 7.

Q. |takeit youwent to auniversity?
A. Yes | did.
Q. Andwheredid you attend
university?
In Delft, herein Holland.
In what year did you graduate?
In 1968.
Did you graduate with a degree?
An engineering degree in physics,

>O >0 >

yes.
Q. Isthisdegree what we would have

in the United States as an undergraduate degree,

or would that include a higher degree such asa

0013
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10
11
12

masters?

A. Itwould be at the level of a
Masters Degree.

Q. When you graduated, where did you
first get ajob?

A. | gotajobwith Shell in
Amsterdam, the Amsterdam laboratory, where | was
employed as a mathematician/physicist.

Q. And how long wereyou in this

position?
A. For about ayear.
Q. What did you do next?
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A. Next| wastransferred to The

Hague, to work with a group who had been
developing a software database administration
system for group exploration and production
companies.

Q. Andhow long were you in that
position?

A. That was approximately ayear
and-a-half, beginning of 1969 to 1971 so it would
have been more than that. It wasin fact two
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and-a-half years. It wasoriginally for just one
year but then it got extend.

Q. Sothistakesusto around 19717?

A. Yes Yes

Q. Andyour rolein this position was
to develop software?

A. To help develop software and to
help it being implemented and actually installed
on the computers of various exploration and

production companies.

Q. What wasthe purpose for the
software?

A. Itwasadatabase, anew database
administration system. It wasfelt in exploration
and production that there was a lack of tools to
store the large amount of data that was coming in
from various parts of the operation, from well
logs and all the way to production data.

Q. Wheredid you go after this
position?

A. | wastransferred to Brunei for
about ayear and-a-half until the end of 1972,

0015
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where | was made in charge of the conversion of
all computer programs from the 19 -- from the
previous |CL computer to the new IBM 360 computer
that they had just purchased.

Q. Didyou have atitle while you were
in Brunei?

A. | believeit was Team Leader,
computer conversion.

Q. Soyou weretherefrom around 1971

Page 9 of 325

file:///CJ/Documents¥%20and%20Setti ngs/daustin/Desktop/ Deposition%20T ranscripts/021907abarendregt.txt (9 of 89)9/18/2007 3:55:35 PM



file://ICJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/021907abarendregt. txt

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

Case 3:04-cv-00374-JAP-JJH  Document 341-7  Filed 10/10/2007
to the middle of 19727

A. No. Theend of 1972.
Q. Theendof '72.

Did you have any responsibilities
with regard to any field work that was being
performed in Brunei ?

A. No. Not at that time.

Q. Did there come atime when you had
responsibilities for field work?

A. Yes. Much later.

Q. Soyou had another stint in Brunei?

A. Yes.

Q. Sowhen you finished with this

0016
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position in Brunel in 1972, where did you go next?
A. | went back to The Hague, to the

central officein The Hague, where | joined the
group who were developing new kinds of software,
not specifically for exploration production
purposes, but for more general purposes.

And that assignment lasted until
the end of 1973.

Q. Wheredid you go after that?

A. | wentto Shell Internationa
Chemicalsin London as a computer systems designer
and analyst.

Q. Andhow long were you in that
position?

A. Itwasuntil September of 1975.

Q. Andwheredid you go after Shell
International Chemicals?

A. Atthat timel decided to make a
career change, and | applied for joining the
exploration and production function.

Before that time, | had been
working in the information and computing function.

0017

OO0k~ wWNPE

That career move was agreed and | was transferred
to the NAM, N-A-M for short, in Assen, who are the
Dutch exploration and production operating arm for
Shell.

Q. Andwhat made you decide on this
career change?
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A. | found that in my previous

assignments in the information and computer
section, | was getting more and more away from my
technical background; and also in my periodsin
Brunei and in visits to other EP operating
companies in the years before, | had developed an
interest in exploration production activity.
So these two factors combined led
me to arequest for a career move.
Q. Whenyou got assigned to NAM, how
long were you in the position that you were given?
A. | wasgiven the position of
Reservoir Engineer, and that position | kept until
June 1978.
Q. Hadyou been given any training to
serve as a Reservoir Engineer?

0018
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A. Absolutely. Yes. | had numerous
training assignments in The Hague during those
first yearswhile | wasin Assen.

Q. Sowhenyou got assigned to NAM,
that's when you had -- in the initial period you
were given the training?

A. Yes | hadtojoin classes and of
course | had to fit the schedule of these classes.
There wasn't an individual training scheme set up.

| had to join these classes, but they started
almost within the first week that | joined NAM in
Assen.

Q. Intotal, how long was the training
courses that you had taken?

A. Difficulttosay. All Il cansayis
that the standard set of training courses that new
graduates take typically take about three months.
So | guess since mine was prepared at fairly late
notice, | had to join the classes that still had
time available.

So | didn't get them as one bunch,

but | got them with intervals. But al inall,

0019

1
2
3

they must have added up to those three months.
Q. Did any of thistraining course
work include reserves reporting requirements?
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A. Reserves calculation requirements,

there was a training course on reservoir
engineering and that included reserves and
reporting requirements, yes.
Q. Doyou recal how long that course
work was?
A. | believeit was atwo-week course.
Q. Doyourecdl if there was any --
any lecture or discussion within this course work
of SEC requirements for reporting Proved Reserves?
A. No. Becausethiswas 1975 and this
was before the SEC came out with that requirement
for their requirement of Proved Reserves.
Q. Didyou take any subsequent
training in reserves reporting?
A. Yes. That was during my next
assignment.
Q. Andwhat was your next assignment?
A. My next assignment was as a
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Reservoir Engineer in Sarawak in Malaysia, and
that lasted from June 1978 until late 1981.
Q. What were your responsibilitiesin
your assignment in Malasia?
A. | wasReservoir Engineer for the
new gas province that had been discovered and that
was being prepared for development in Central
L uconia Gas Province.
And later on, | was made -- |
became in charge of the -- of a group of reservoir
engineers consisting of three reservoir engineers
responsible for oil and gas fieldsin the southern
South China Sea offshore fields. And that
included the Central Luconiafields but also some
smaller oil fields nearby.

Q. Didyou have any responsibility for
the estimation of Proved Reservesin this
position?

A. Yes | did.

Q. Canyoudiscussalittle bit what
that entailed?

A. Thegasfieldswere, likel said,

0021
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they were new gas fields, they had been discovered

in the previous five to ten years, and they were
going to be developed by means of cluster
development running, because they were pretty
large fields and quite pralific.

We didn't really have sophisticated
-- the sophisticated simulation tools available in
those days that we would have available now, but
some crude simulation work was done at that time.

In fact, four gasfields, it was
found that it wasn't so much the subsurface for
these particular fields because that was
relatively easy, but it was the integration with
the surface facilities that turned out to be a
problem.

A problem that needed technical
evaluation for which at that time in Sarawak there
were no tools available. Asit happened, in one
of my last few monthsin the NAM in Assen, | had
developed such atool integrating surface with
subsurface facilities and thereby getting more
reliable forecasts of gas concentrate rates. |

0022
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had taken this program with me to Sarawak and |
applied it there with quite some success.
Q. Now, when | asked the question

about the SEC reporting requirements, | did stand
-- | was stood corrected, if you will. | stand
corrected in a sense that the SEC did not
promulgate its rule until 1978.

And in your answer, you said that
you had some training with regard to the SEC rule
in your subsequent position.

Is this the position you are
referring to, or that you referred to?

MR. TUTTLE: Objection.
Mischaracterization of the testimony. You can
answer.

THE WITNESS:

A. Theway | interpreted your question
was did we report Proved Reserves in those daysin
the daysin Assen? And the answer isyes, we did.

Shell had developed in the early
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70s -- which is before | joined the exploration

production function, Shell had developed a method

0023

1

©CooO~NOOLPA~,WN

10

PR RPRRRRERRR
©oO~NOUNWNLER

20
21
22

which at that time was unique in the industry, of
determining not only what we call the expectation
or best estimate reserves, but also determining a
more conservative and therefore a more robust
estimate of proven -- what they called proven
reserves.

This was done on the basis of
probabilistic reserves, and that was adequately --
that was extensively dealt with in the reservoir

engineering courses that | followed.

So | was used to reporting Proved
Reserves aready straight from my first monthin
my assignment in Assen.

Q. Whenyou got to Maaysia, were you
given any course work with regard to the SEC rule
on reporting Proved Reserves?

A. Not course work as such. But when
the new guidance was introduced, | believe | am
reaching back into the early recesses of my brain
now. But | believethat it took sometime, afew
monthsif not ayear, before it actually was
filtered down from The Hague.

0024
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Thefirst dealings, when the
request by the SEC, the first dealings were done
in The Hague. And they were then ultimately
translated into instructions, coming down from The
Hague to the operating companies, how to report
Proved Reserves.

Q. Weretheseinstructions embodied in
guidelines that were created in The Hague and
disseminated to the various operating units?

A. There must have been some sort of
document, but | honestly can't remember in what
form that took.

Q. Other than the instructions that
came down from The Hague, did you have any
training or course work concerning the SEC
requirements?

A. No. I think at this stage, it's
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useful to remind you that when the SEC came

forward with their request for Proved Reserves,
within Shell that wasn't seen as a major new
request. It wasjust arequest for some
additional data, yes.
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But it was data that we were
already in the process of preparing internaly.
And therefore, it was a matter of picking up the
data and putting it together in the report and
reporting it to the SEC.

| understand, but | wasn't there,

but | understand that at that time, there was

contact between Shell, The Hague, the central

office in The Hague and the SEC describing the
position that Shell wasin, i.e, that they were
already having their own procedures for developing
Proved Reserves.

And they obtained an agreement with
the SEC, not aformal signed agreement, but at
least some form of acceptance by the SEC that
Shell would continue to use their own internal
methods, which the way it was seen by Shell were
fully in line to the new SEC definitions.

Q. What wasthe basis of your
understanding that there was this contact between
The Hague central office and the SEC?

A. Statements made by central office.

0026
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There must have been some remarks made in the
announcing Telexes that were sent out to the
operating companies along the lines, and you found
this repeated, because since -- and | had some
various assignments in the central office and you
found these understandings repeated to you.
So it wasjust, if you like,

general accepted wisdom within Shell and within
the professional E& P community that this agreement

had been reached with the SEC and that Shell was

essentially following their own previous

guideline.

Q. Andthis, for purposes of
timeframe, is sometime after 1978 --
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A. Yes Yes.

Q. --nottoo far from when therule
was promulgated?
MR. TUTTLE: Objection to form.
Y ou can answer your best recollection at that
timeframe.
THE WITNESS:
A. | believeit wasthe 79 reserves
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reporting that we first applied it throughout the
group.
BY MR. HABER:

Q. Soal of the Telexes and the
communications would have occurred prior to the
1979 reporting?

A. If there were any between the
central office and the SEC, then they would have,
yes.

Q. Now, inyour earlier answer, you
also said that regarding the SEC communications,
you said, "And they obtained an agreement with the
SEC, not aformal signed agreement, but at least
some form of acceptance by the SEC that Shell
would continue to use their own internal methods,
which the way it was seen by Shell were fully in
line to the new SEC definitions.”

A. Yes.

Q. It'sthelast part of that answer
that | want to ask you a couple of questions. Who
had determined that Shell's guidelines were fully
in line with the new SEC rule?

0028
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A. If you are asking for a specific
person, | can only speculate. | don't know. |
wasn't there in the center at the time, and that
iIswhere of coursein the center in The Hague, and
that is where all the discussions took place.

Q. Over time, during your tenure at
Shell, did that -- did that position ever change?

A. Notredly, no.

Q. AndI know | am jumping ahead now

in terms of your CV, but you became the Group
Reserves Auditor.

Page 16 of 325

file:///C)/Documents¥%20and%20Setti ngs/daustin/Desktop/ Deposition%20T ranscripts/021907abarendregt.txt (16 of 89)9/18/2007 3:55:35 PM



file://ICJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/021907abarendregt. txt
Case 3:04-cv-00374-JAP-JJH  Document 341-7  Filed 10/10/2007
12 Correct?

13 A. (Nodding)
14 Q. Andwhen did you become the Group
15 Reserves Auditor?
16 A. That was January/February 1999.
17 Q. Andduring that period, how long
18 did you hold that position?
19 A. | held that position 5 years.
20 Q. Sosometime early in 20047
21 A. Yes. Sometime early in January
22 2004,
0029
Q. During your tenure as Group
Reserves Auditor, did the view that you just
testified about that Shell's guidelines were fully
in line with the SEC rule, did that change?
MR. BEST: Objection.
Mischaracterization of his testimony.
MR. TUTTLE: Same objection.
BY MR. HABER:
Q. Youcan answer.
10 A. My view did change. | think you
can find it in various reports that no doubt you
have access to.
Not initially, but gradually, the
view did change to the extent that | felt that the
group guidelines needed corrections, needed
adjustments in order to become more closely
aligned with the then new SEC guidance asit had
been published in 2001.
Q. And that guidance, you are
20 referring to the staff interpretive guidance that
21 wasreleased in March of 2001?
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22 A. Correct, yes.
0030
1 Q. Andwhen | say "staff interpretive

2 guidance", you understand that | am referring to
3 the staff of the SEC?

4 A. Yes.

5 Q. Now, up until this point, was it

6 theview within Shell that Shell's guidelines were
7 compliant with the SEC rule?

8 A. Absolutely, yes. Andin fact,
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9 there was some evidence to support that view. And
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in 1997, a comparison was made between the
reserves bookings for some North Seafields, both
on the UK side and on the Netherlands side. A
comparison was made with the Shell -- between the
Shell Proved Reserves bookings and those booked by
Exxon, who were the 50/50 partner in both of these
ventures.

And it turned out that Exxon's
Proved Reserves figures were higher and some of
them quite alot higher than the Shell figures.

So that strengthened Shell in their
belief that their reserves estimation methods
were, if anything, more conservative than perhaps
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the SEC definitions would require.

Q. Do you know if, as a consequence of
thisanalysis that you just described, Shell
revised its guidelines?

A. Yes.

Q. Andwerethose guidelines changed

in 19987

A. They were.

Q. Do you have an understanding of the
circumstances as to how the guidelines came to be
revised?

MR. TUTTLE: Objection to form.

THE WITNESS: After this
comparison, it was felt that the group guidelines
could do with a sharpening and a change where
required of the method in which reserves were
calculated.

As| said before, since 1972, the
methods in which reserves and particularly Proved
Reserves were calculated was done on the basis of
probabilistics, which is a very appropriate method
for particularly new fields where uncertainties

0032
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are large.

But what one tended to seein
practiceisthat a proved and expectation reserves
estimate was made for afield, afield would be
taken into production.
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So over the years, the proved and

expectation reserves estimates of the field would
be reduced by the amount of production that was
taking placein that field.
But in some cases, what was not
done. What should have been done was that the
original proved and expectation reserve estimates
were changed, and particularly the proved
estimate, should grow with the amount of
cumulative production that was taken from the
field.
The net result was that remaining
Proved Reserves, which istotal Proved Reserves
minus the cumulative production, in those fields
tended to be quite alot smaller in comparison to
remaining expectation reserves.
And therefore the proved volumes

0033

=
FPBoo~v~oorwnpk

NNRPRRRRRERRR
PO OWWO~NOUNWN

22

in -- and we are dealing with mature fields here,
the Proved Reserves of mature fields tended to be
quite alot more conservative.

Therefore the recommendation was
made that in those mature fields, we could move
towards what was called a deterministic
determination, deterministic evaluation of the
reserves, which wasin fact more in line with the
practice still prevailing in the industry.

| mention the word deterministic as
opposed to probabilistic, which was the method
that Shell had introduced in 1972.

The industry, the rest of the
industry, the other major oil companies did follow
what Shell had done in the early '70s and they had
stuck with the deterministic method.

And that, like | said, led to
higher reserve estimates in more mature fields.

Q. Now, at or about thistimein 1988,

do you know what method the SEC preferred, the
deterministic as opposed to probabilistic?

MR. TUTTLE: Objection to form.

0034
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2

Foundation.
MR. BEST: Same objection.
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BY MR. HABER:

Q. | will rephrase. Do you know if
the SEC had a preference for a methodol ogy of
determining reserves?

A. Theshort answer isno. But did |
know whether the SEC had a preference.

All'| can say isthat the SEC had a
statement which certainly was published in their
additional guidance in 2001.

But even before, | think, they had
made their view public, that yes, they were aware
of the method of probabilistics reserve
estimation.

Andinfact, and | am just
paraphrasing it now, but in fact they couldn't
care whether people use it or not as long as they
stuck or remained within the original guidelines.

And that, as | recollect from those
days, was the attitude of the SEC.

Q. Whenyou say stick with the

0035
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original guidelines, are you referring to rule --
A. Theorigina SEC definition.
Q. Sothat would be Rule 4-10 of
regulation SX?
A. That'sthe one, yes.
Q. Now, amoment ago you mentioned
expectation reserves.
For the record, what do you mean by
expectation reserves?

A. Another way to describe them is
your best estimate, middle of the road estimate.
Taking all uncertainties into account, what would
be the most likely estimate of reserves that you
can come up with.

Q. Now, I have heard the term P50,
P85.

Does that relate to expectation
reserves?

A. Not strictly speaking, but in
practice, yes. P50isin fact the point at which
the value is as likely to be exceeded or to be --
to be turning out to be less than that particular
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value.

And for asymmetrical
distribution -- we are talking technicalities now,
before the symmetrical distribution, they are one
and the same. But if they are not a symmetrical
distribution, they are different, but not alot.

Q. Now, inyour earlier answer, you
referred to a recommendation regarding mature
fields.

And what you said was, "therefore
the recommendation was made that those mature
fields, we can move towardswhat is called a
deterministic determination.”

A. Yes.

Q. Who made the recommendation?

A. It wasdone by avalue assurance
team, | believe was the name. | am not 100

percent sure whether that was the name. But
anyway, there was ateam setup in 1997 after the
comparison with the Exxon fields to try and see
whether they could -- whether Shell should come up
with new reserves, guidelinesin this respect.
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And that team made the

recommendation in 1998, and it was then
implemented in the Shell reserves guidelines at
the end of 1998.

Q. Now, thisteam, have you heard a
team referred to as a Value Creation Team?

A. That'stheone, yes. Yes.

Q. Anddo you recall there being a
Value Creation Team whose purpose was to review
hydrocarbon resource maturation?

A. Yes.

Q. Wereyou amember of that team?

A. No, | wasnot. | wasat that time
development manager in Lowestoft in charge of the
southern North Sea UK gasfields.

Q. That would be part of Shell Expro?

A. Yes.

Q. AtthetimetheVaue Creation Team
was created, were you aware of its creation?
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A. Yes, | was, yes.

Q. Andhow isit you became aware of
its creation?
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A. Informal context, | think, with
people still in the central office; itsfirst
creation. There was aformal announcement of a
workshop made by that team once it had been set
up, and that | took part in. That was aworkshop
intended for reserves estimators and reservoir
engineers of the major E& P companies.

And that was held in The Hague and

| was attending that.

Q. Andwhat --

A. But beforethat, | had heard about
the team being installed and | can't recollect
precisely how, but it must have been through word
of mouth.

Q. When was thisworkshop --

A. Hed?

Q. Yes Thank you. We get tongue
tied.

A. | believeit must have been
somewhat early in 1998.

Q. Thisworkshop was conducted prior
to the guideline changes --
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Yes.
-- the official changes?
Yes.
How long was the workshop?
A few days, three days, maybe. |
can't be sure.

Q. Doyou recal the sum and substance
of what was discussed during the workshop, at
least as to what you attended?

A. Agan,it'salongtimeago --

Q. | understand.

A. --sol can't betoo sure. But
what | remember isthat at that time -- at that
time the group had already formed its opinion that
seeing the comparison with Exxon, and they were
thinking of, say, introducing a new way of

>0 >0 P
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calculating reserves in mature fields.

And they held the workshop to see
whether they had perhaps overlooked something,
whether this introduction of this new way of
estimating reserves would lead to problemsin the
various operating companies, and that's why they

0040
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held the workshop to hear the views of the people
with the coal face, peoplein the field.

MR. TUTTLE: Coa or cold?

THE WITNESS: Coadl face. It'saUK
expression.

MR. TUTTLE: Yes.

THE WITNESS: People who are
actually working at the point whereit all
happened.

MR. TUTTLE: Right.

BY MR. HABER:

Q. Do you know if there was a sponsor
of the Value Creation Team?

A. There may have been. | can't
remember.

Q. Do youknow aHank Dijkgraf,
Dijkgraf?

A. Yes, | know.

Q. WhoisMr. Dijkgraf?

A. | expect you want me to answer the
question who was Mr. Dijkgraf at the time?

Q. Correct.

0041
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A. | believe hewas at that timein
charge of Shell International E& P new ventures. |
believe it was called SIPV, something like that.
And one of hisresponsibilities was to have
reporting to him a section that was in charge of
what was called group reporting, which included
reserves reporting externally and internally, as a
matter of fact.

Q. Doyouknow if Mr. Dijkgraf had any
involvement in the creation of the guideline
concerning resource maturation?

A. Theshort answer is| don't know.
| wasn't there. | don't know precisely how it was
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instituted.

Q. Do you know who Philip Watts is and
what hisrole was at the time?

A. Yes. Hewasthe chief executive of
E&P at thetime.

Q. Do youknow if Mr. Watts sponsored
the VCT, the Vaue Creation Team?

A. | canttell youthat. | don't
know it.
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Q. Do you know if there were any
recommendations made by the Vaue Creation Team
concerning hydrocarbon resource maturations?

MR. TUTTLE: Objection. Asked and
answered.

THE WITNESS: Yes. They made
recommendations. Like | said earlier, they made
recommendations regarding the determination of
reserves to the group that was responsible for

issuing the Shell guidelines.
(Barendregt Exhibit No. 1 was

marked for identification).

BY MR. HABER:

Q. Wehavejust handed what we have
just marked as Barendregt Exhibit 1. It'sa
multipage document that says as a subject, if you
will, at the top of the page it says, "Creating
Value Through Entrepreneurial Management of
Hydrocarbon Resource Volumes."

And then underneath it, thereisa
Shell logo, and it says, "Volumesto Vaue."
There are two Bates ranges, the

0043

©CoooO~NOOLPA~WNPE

10

first is V00101293 through V00101317, and the
second range is GUI 000398 to GUI 000422.
Mr. Barendregt, have you seen this
document before today?
A. | must have, athough | don't
specifically remember.
Q. Do you recognize this document as
-- well, withdrawn.
What do you recognize this document
to be?
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A. | seethetitle and| -- it seems

to be the report that was produced by the Value
Creation Team that was looking into resource

14 reporting.

15 Q. Do you know who the members were
16 that were responsible for this document?

17 A. Only the Chairman, who was Stuart
18 Evans.

19 Q. Who was Stuart Evans at the time?

20 A. Hewasthe head of group, and the

21 name of that group escapes me. The group that was
22 set up in 1996 consisting of agroup of senior E& P
0044

1 consultantsand agroup of IT -- IT speciaists.

2 Q. Didyou ever work with Mr. Evans?

3 A. Yes, | did, for ayear before |

4 went to Lowestoft in end of 1996.

5 Q. Doyouknow if Exhibit 1 was

6 reviewed by Shell's external auditors?

7 A. No, | don't.

8 Q. Do you know who Shell's externa

9 auditors are or who they were at the time?

10 A. | wasawareof KPMG at that time

11 ditting where | was in Lowestoft, and | may have

been aware of PriceWaterhouseCoopers, but | don't
remember that.

Q. Andareyou aware of aprocess
called the ARPR?

A. Yes.

Q. Whatisthe ARPR?

A. Annua review of petroleum
resources.

Q. Andwhat's the purpose of this
process?

A. It'sanamethat isgiven tothe

0045
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process at the end of the year when every company
has to put together its estimates of produceable
reserves and report these to the center. It'san
activity that peaks or it used to peak, at least,
in those days in the month of January.

Q. When you say produceable reserves,
are you referring to Proved Reserves for external
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reporting purposes?

A. Yes, andinterna purposes aswell.

Q. Now, when you were at Shell Expro,
did KPMG have any involvement in the ARPR process
that was engaged in by Shell Expro?

A. Inorder for you to understand my
answer to that question, you must understand that
our office in Lowestoft was a subsidiary office to
the main office of Shell Expro in Aberdeen.

And the way it was that we

essentially -- or not essentially. We reported
our reserve estimate to Aberdeen, and Aberdeen
then put all the estimates together also from
staff in Aberdeen themselves and reported that to
The Hague.

0046
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So the answer to your question is
no, | do not remember having seen any personally
or my staff having seen any staff from KPMG or any
of the external auditorsin Lowestoft.
And | wouldn't have expected that
to have been the case. | would have expected that
any contact would have been up in Aberdeen.
Q. | wasjust referring to your prior
answer whereyou said, "I was aware of KPMG at
that time sitting where | was in Lowestoft."
And | was just inquiring, and what
| wanted to know is whether or not you were aware
of it?
A. Wadl, yes. | mean,it'snot asif
we talked to each other and we have heard of KPMG.
Q. No. No. | just wanted to explain
to you what | was following from that inquiring
whether or not your knowledge came from working
with KPMG while you were in Lowestoft?
A. Theshort answer is no.
Q. Okay. Now, again, with regard to
Exhibit 1, do you know if PriceWaterhouseCoopers,

0047
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anyone from that organization, had reviewed this
document?
A. | don't.
MR. ADLER: Objection. Asked and
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answered.

BY MR. HABER:

Q. During the time that you served as
Group Reserves Auditor, do you recall any
communications with KPMG concerning the guideline
changesin 19987

A. Inpassing through and during
discussions that we had with them from timeto
time.

Q. When do you recall having such
discussions?

A. | can't besure. They must have
happened. We saw KPMG staff typically threeto
four times ayear, and the subject must have come
up, but | can't recall precisely when.

Q. Doyou recal the sum and substance
of what was discussed?

A. Again, the short answer must be no.

0048

22

| know that these issues must at some stage have
led to either a question or aremark from their
side. But | cannot remember it being a-- anitem
for say prolonged discussion. There might have
been a clarifying question from the side of KPMG
that | would have answered. But it doesn't stand
out in my memory as an issue that we debated at
length, far from it.

Q. When the guidelines were changed to
implement the recommendations, did it have any
impact on the amount of reserves that Shell
reported in the following year?

A. Yes itdid.

MR. TUTTLE: Objection to form.
Foundation.
MR. BEST: Same objection.
BY MR. HABER:
Q. Andhow -- how did the changes to
the guidelines impact on reported reserves?

A. They tended to increase the
reserves in the mature fields pretty much as had
been the expectation when the new guidelines were

0049
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issued.
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And following, of course, the

comparison between the Exxon and the Shell
reserves that | mentioned earlier.
But the increase in reserves was
amost exclusively in what we call the mature
fields, which were the fields that werein
production, and fields therefore that had already
been devel oped and the large contingent of their
wells already drilled with all the ensuing
information.
Q. Withregard tothisincrease, do
you recall having any discussions with KPM G about
the increase?
A. Not specifically. Butlikel said,
we talked with KPMG three to four times through
the year, and more intensively at the end of the
year during the ARPR exercise that we talked
about.
S0 yes, the subject will have come

up, but it doesn't stand out as a specific subject
that we discussed.
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Q. What about with regard to PWC,
PriceWaterhouseCoopers, do you recall having any
discussions with them about the increase?

A. Not during the year, but at the end
of the year, they were there in those discussions.
| think at this point it's useful to bear in mind
-- to remember that my role -- one of my roleswas
to report to E& P management and to external
auditors at the end of the year just before the
external reserves were going to be published.

| would prepare areport on my view
and the reasonableness to the extent that | could
-- that | had this position of the relevant
details on the reasonableness of these reserve
estimates.

| would prepare areport which KPMG
and PriceWaterhouseCoopers did receive, and |
would prepare a presentation that they attended to
and at which they could ask as many questions as
they liked.

Q. Inthereport that you prepared, is
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this the annual report?
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A. Yes, indeed, yes. My annual
report, yes.

Q. Whenyou first started as Group
Reserves Auditor, looking back at the changesin
'98 to the guidelines, do you recall any
discussion as to whether the changes complied with
SEC Rule 4-10?

MR. BEST: Discussions with whom?
MR. HABER: With the auditors.
THE WITNESS:
A. Not specificaly.
BY MR. HABER:
Q. How about generally?

A. Generdly, thediscussionislikely

to have comeup. And | amonly -- | don't
remember it specifically, but | can tell you that
| would have expected them to have come up.

And our explanation at the time,
which was abundantly documented, is that these
changes were in mature fields. And that there was
good evidence that we were conservative there for
the reason that | have already highlighted here,
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and therefore that there was full justification
for implementing them.

Q. Didyou ever perform an analysis of
whether the guideline changesin 1998 complied
with Rule 4-10 when you first started as the Group
Reserves Auditor?

MR. TUTTLE: Did he ever, but
limited to when he first started in, so you got
two timeframes.

MR. HABER: When hefirst started.

MR. TUTTLE: Okay.

MR. HABER: Let merephraseit so
it's clear.

Q. Whenyou first started as Group
Reserves Auditor in 1999, did you perform an
analysis of the guideline changesin 1998 to
determine whether those changes complied with Rule
4-107?
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A. Not formally asyou put it, and |

will tell you why | saw no reason to do that. As
| said, the changes were introduced in reaction to
-- in reaction to a comparison between Shell and
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Exxon reserves where Shell was found to be
conservative for reasons that had been identified.

And the changes related to
developed and mature devel oped fields.

The changes that were proposed were
to move away from probabilistic reserves estimates
which had been yielding too conservative -- had
been proven to yield too conservative figuresto a
more deterministic way of determining those

reserves, which was the practice in the industry
at large.

So we knew that we were aligning
ourselves more closely with the industry at large.
That itself did not raise the suspicion that we
would have been falling foul from the SEC
definitions; far fromit, in fact.

Q. Didanyone -- withdrawn.

Did you undertake an analysisto
determine whether the industry at large was
compliant with the Rule 4-10?

A. No.
Q. | askedyouif you had any
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discussions with compliance with the -- compliance
with Rule 4-10 with the auditors.
Did you have discussions with
anyone at EP concerning the guideline changes,
again in '98, and their compliance with Rule 4-107?
A. No, certainly not at that time.
L et me remind you here that the
reserves changes were in the mature fields. Now,
during the coming days, we will no doubt reach the
point in 2002/2003 when Shell came to its reserves
restatement.
| think it isaswell to bear in
mind now that the reserves changes or the method
changes that were introduced in 1998 related to
those mature fields. Of those mature fields and
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of those reserves, very, very few in fact got

restated in 2003.

The large majority of the reserves
restated in 2003 related to new fields.

So the changes that were introduced
in 1998 were, and | still believe that and
everybody believes that, that they were reasonable
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and certainly in compliance to avery large extent
with the SEC definitions as they were known at
that time.
Q. Yousadafew wererestated. Do
you recall the fields where the reserves that were
booked as a consequence of the guideline changes
were then restated as part of the
recategorization?
A. Notindividualy, no. No. | don't
have those.
Q. Do youremember the operating units
for which those fields were restated?
A. Yes Weadll know those. SPDC was
abig one, Oman, and various others.

MR. TUTTLE: Hisquestion was those
fields that he said where the reserves that were
booked as a consequence of the guideline changes
were then restated. Do you know if, and then he
picked up on those fields.

MR. HABER: | want to make sure
that.

MR. TUTTLE: | want to make sure
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that your response is to the question and not if
you know if field reservesin genera were
restated.
THE WITNESS: The short answer is
no. When the restatement was made, it was made on
the basis of studies largely done in the operating
units themsel ves.
And | didn't overlook the
individual studies that were carried out, and |
certainly didn't look at details of fields.
| am thinking now of a company like
SPDC where of course alarge volume of restatement
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was made.

What | understand isthat alot of
these changes related to -- in fact, | know that a
lot of these changes related to new fields or
possibly new areasin existing fields where
development was not imminent.

Q. Just taking the timing alittle bit
forward, my original questions with regard to any
analysis or comparison was restricted to when you
first became Group Reserves Auditor.
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A. Mm-Hmm.

Q. Now, | want to know once you were
firmly in that position from the middle of 1999
until the conclusion, do you recall having any
discussions with anyone at EP concerning the
guideline changes and their compliance with Rule
4-107?

A. Not these particular guideline
changes, no. No.

Q. The same question with regard to
the external auditors.
Do you recall having any
discussions with them?
A. Not specificaly, no.
Q. Didtheissue come up -- withdrawn.
Were you involved in a project
called "Project Rockford?"
A. Yes.
Q. What was Project Rockford?
A. Project Rockford was set up in the
end of 2003 when it became clear that we were
heading towards a -- what was amounting to a

0058

©CoooO~NOOLPA~WNPE

crisis situation regarding our reserves reporting.
It was set up, | believe, at the
end of September, maybe early October in 2003
after we saw first evidence, first real evidence
emanating from Nigeriathat large amounts of
reserves were likely to be in need of restatement.
Q. Didyou have any involvement in
Project Rockford?
A. Yes, | was. The name Project
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Rockford or the project was set up to ensure

confidentiality, because this was sensitive
information obviously, and people only needed to
take part on a need-to-know basis.

And that therefore the taking part
in this project meant that you had to sign a
specific confidentiality agreement, more specific
and certainly more binding than the general one
that any Shell staff would sign, including myself
as a consultant.

So the reason why this was put
together, the way | perceived it, as a means of
controlling confidentiality of information.
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Q. My questionwas. Did you have any
involvement in the project?

A. Yes

Q. Andwhat was your involvement?

A. My involvement was that as Group
Reserves Auditor who of course had a shall we say
avery direct participation in any reserves
reporting or in any restatement of reserve.

Q. During your involvement in Project
Rockford, did the guideline changes in 1998 come
up as atopic of discussion?

A. They must have been. | don't
specifically recall any discussions. If there had
been, then my answer would have been pretty much
on the lines of what | just told you, that the
short answer to your question would have been no.

MR. TUTTLE: Jeff, we have been
going alittle over an hour. Do you want to take
a couple of minutes?

BY MR. HABER:

Q. | just want to be clear inthe

record with regard to the record. |syour answer

0060
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no, you have no recollection of the guideline
changes being discussed during Rockford? Or no,
they were not discussed?

A. Whenl said "no" just now, my fina
no, what | meant isthat if anybody had asked me a
question: Do you see the 1998 reserves changes as
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having any impact on these restatements? My

answer to that question would have been no.

MR. HABER: All right. Why don't
we go off.

THE VIDEOGRAPHER: Going off the
record at 12:00 noon.

(Recess taken)

THE VIDEOGRAPHER: Returning to the
record at 12:14 from 12:00 noon.
BY MR. HABER:

Q. Mr. Barendregt, afew moments ago,
you had testified that you met with the external
auditors three to four times a year?

MR. TUTTLE: Objection.
Mischaracterization.
BY MR. HABER:

Q. Let mego back and makeit clear.
Wasit KPMG?

A. KPMG, yes.

Q. Didyou meet with
PriceWaterhouseCoopers during that same three to
four times ayear?

A. No.

Q. What were the reasons for meeting
with KPMG threeto four times ayear?

A. Itwasmostly at their request.

They usually took the initiative of asking for a
meeting. And just -- let me rephrase that.

The main reason, as| saw it, you'd
really have to ask KPMG of course to get the
correct answer to that question, but the main
reason as | saw it was for them to be able to ask
me for any clarification of any audit reports, of
any company audit reportsthat | sent them
throughout the year as these audits occurred.

So typicaly, | would take anything
between six and ten audits ayear, and they
appeared, as | wrote them, as they were published,
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and copies were directly sent to KPMG and
PriceWaterhouseCoopers, and KPMG felt that it
would be useful for them to ask for any
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clarifications from these reports, if they had any

questions.
And in addition, they wanted to

touch base with myself, Remco Aalbers, and his
successors, to talk about any new developments,
any major reserves changes that might be coming
about, that sort of thing.

Q. Were these meetings scheduled?

A. Inasensethat they were notedin
our diaries, yes.

Q. | guesswhat | am asking: Were
they scheduled for certain days throughout the
year? For instance, one during the ARPR, one say
during the summer, one in the fall?

A. No, notinthat sense. Only that
in the end of the year, during the January period,
would be and particularly the final one on that
which was end January or early February, that was
really the only one that was scheduled in advance.
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Q. Sothe other three or so, those
would be more impromptu during the year?

A. Yes. Wewould get an E-mail and we
would fix the date, sort of a weekend, something
like that.

Q. Isityour recollection that they
initiated, KPMG that is, initiated these meetings?
A. Byandlarge, yes. They took the

first initiative in getting a date together. It
wasn't because we didn't want them. [t just so
happened that they initiated at atime that it
suited them.
Q. Now, what other type of
communications did you have with KPMG?
A. Other than the two types of
meetings that | mentioned to you, none.
Q. Doyourecal having any E-mail
communications with KPMG during the year?
A. Oh,l ansurel must have. Again,
from what | remember and | don't remember specific

21 instances, clarifications of questions.
22 Q. What type of questions would you
0064
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see clarification from KPMG?

MR. TUTTLE: Objection to form.
Mischaracterization of the testimony.
MR. BEST: Same objection.
THE WITNESS: It'sdifficult to
say. | can't remember any specific questions that
they had asked. And that indicates that none of
these questions led to any major discussions
about the results of my report.
Q. Didyou ever initiate any
communication with KPMG during the years?
A. | probably did, but | can't
remember any specific instance.
Q. Do you have any recollection asto
the reasons why you initiated communications with
KPMG?
A. Likel said, no.
Q. I'dliketo go back toyour CV. |
believe -- | think we were -- the last position
that we were talking about was your position as a
Reservoir Engineer in Malaysiawhich | believe you
said concluded in late 1981.
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A. Yes.

Q. Wheredidyou go after Malaysia?

A. | went to central office, Shell
central officein The Hague.

Q. Andwhat did you do there?

A. | was-- by that time, | was senior
Reservoir Engineer attached to the senior area
Reservoir Engineer in The Hague overlooking the
operationsin the Middle East.

Q. What were your responsibilitiesin
this position?

A. Specific responsibilities were
coordinate and minute regular meetings, quarterly
meetings that we used to have with staff from
petroleum development Oman, where at that time a
Sizeable program of various studiesin relation to
improved oil recovery were being done by at that
time the Shell laboratory in Rijswijk that needed
regular liaison.

And one of the ways that liaison
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was being maintained was through central office,

but more specifically through these quarterly
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meeting as that we had with them. Another
important player in that meeting was the Oman
government.

Now, these meetings needed to be
set up, minutes needed to be written, and that was
my responsibility.

| wasn't chairing the meeting
obviously. There was a senior Reservoir Engineer
in The Hague that was doing that.

Q. Why was the Omani government
important?

A. Because the Oman government are a
major shareholder -- not shareholder, but a maor
stakeholder in the Oman fields. And yeah, they
have an interest, and they are paying -- they were
paying alarge amount of the costs of the research
program and they felt that they needed to be made
more aware of precisely what the program was about
and what the results were.

Q. Now, during your tenure as Group
Reserves Auditor, do you recall if there were ail
recovery efforts being conducted in Oman?
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A. | amnot quite sure what you mean
by "oil recovery efforts.” If you mean efforts at
recovering oil, then that's essentially what
petroleum development Oman was doing all the time.
So...
Q. That'safair point. | was
referring to the studies similar to the ones that
you just testified about that you said were being
conducted out of Rijswijk?
A. Therewere aways some studies,
some of them small, some of them dlightly bigger,
but one specific one that stood out was a study
that was initiated | believe late 2002, early
2003.
Q. Who was principally responsible for
that study?
A. The Shell laboratory in Rijswijk.
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The leader of that team was Stein Christiansen.

Q. Andwhat was the purpose of that
study?

A. Asl remember it, it wasinstigated
at perhaps not the request, but certainly after
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some concern had been expressed by the Oman
government, about the recent, sudden declinein
production in the Oman fields.
And | must say that the unexpected

and sudden decline that had occurred | believein
the course of 2001, 2002.

Q. Do you know who was paying the
costs for this study?

A. Noistheshort answer. | can
guess, but | do not know.

Q. Do you have an understanding?

A. Wadl, likel said earlier on, the
Oman government was to pay a significant amount of
al costsrelating to studies and the like.

So extrapolating from that, it
would be reasonabl e to expect the Oman government
to pay for the study as well.

However, it may well be seeing the
sengitivities of the case vis-a-vis the Oman
government for whom also this sudden decline was
also adisappointment, it may well have been that
Shell may have offered to carry out a study at
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their cost, but | don't know. | have no
indications, nor have | ever asked questionsin
that direction.
Q. Now, going back to your position at
The Hague, how long were you there?
MR. TUTTLE: Why don't you start in
1981.
MR. HABER: That'sright. | was
just going to make that clear. Thank you.
THE WITNESS: That was until May
1985 when | was transferred to become head
Reservoir Engineer with Maersk Oil and Gasin
Denmark.
Q. Andwhat was your position in
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Denmark?

A. Likel said, it was the senior --
the senior, the lead Reservoir Engineer, so the
most senior Reservoir Engineer in that
organization with a staff of -- on the order of |
believe it was 10 to 12 people, reservoir
engineers and assistants.
And we were in charge of the Danish
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chalk, offshore ail fields, mostly il fields, one
gasfield, in which Shell had a 40 percent
interest, as | remember it.
Q. Didyou--1am sorry. Go ahead?
A. Maersk Oil and Gas were the
operator, and they had an agreement with the other
major industry shareholders, one of them was Shell
and the other one was Chevron and Texaco, the
other two at the time, and each of these three
major oil companies had secondees working in the
Maersk oil and gas operation.
Q. Didyou have any responsibility for
reserve reporting in this position?
A. No. Wdl, sorry. | am jumping
ahead. By your asking the question, | assumed
external reserves reporting, and there the answer
isno. But certainly we were responsible for
reporting reserves for the center.
Q. Aspart of the ARPR?
A. Yes.
Q. Now, how long did you remainin
this position?
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A. Until end December 1987.

Q. Wheredid you go next?

A. | wentto Brunei to be the head of
the department at reservoir engineering.

Q. What were your responsibilities as
head of reservoir engineering?

A. Responsibilitieswasto carry out
studiesin the Brunei fields and reservoirs, to
produce forecasts, and to contribute or to develop

development plans -- to produce development plans
specifically about proposals for the Brunei
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offshore fields.

Q. How long wereyou in this position?

A. | wasinthat position for four
and-a-half years, so that would lead meto '92,
somewhere the second half of '92.

Q. Now, during your timein Brunei, do
you recall there being any concerns about --
expressed about legacy reserves?

A. Yes.

Q. Andwhat do you recall?

A. Infact, itwasavery bigitemin
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our relations with the Brunel government.

Before my arrival in the end of
1996 --

MR. TUTTLE: '96 or '867

THE WITNESS: '86, beg your pardon.
In 1986, there had been a major change introduced
in Brunei Shell's expectation and also proven
reserves.

The reason why this was introduced
is because it came about that there were an
increasingly large number of reservoirs, and
particularly -- but even fields in some cases,
where we had negative reserves, and in particular
negative Proved Reserves.

Now, that may sound strange to
somebody who is not closely involved in the
business. But what it meansis that the way the
reserves were and still are calculated is that you
have an estimate of what they call an ultimate
recovery, and that can be both on an expectation
basis or on a proven basis.

Y ou have an estimation of the

0073
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ultimate recovery in the fields, and from that you
deduct the cumulative production that has been
taken away out of that particular part of the
field.

And it was found that if the books
weren't maintained -- weren't maintained or were
kept in line with continuing production, that in
quite alarge number of reservoirs, cumulative
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production in fact will overtake even the

expectation reserves estimates, and that of course
Iswrong.

It's clear that you have produced
more on those fields than what you carry on the
books, which is clear an indication that the books
are wrong.

Now, the handicap that we had in
those days is that there were about 3,000
reservoirs, some of them small but some of them
big, but particularly the large amount of small
reservoirs were very difficult to study for a
number of reasons. And | will have to make it
technical now, for a number of reasons.
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These reservoirs you would have to
think of as stratified. Oil reservoirstend to be
in stratified, essentially sealed from each other.
These reservoirs are then caught through in a
phenomenon called fault, which isamajor shiftin
the earth structure and therefore they are also
laterally, not only vertically, but laterally they
are also sealed from other reservairs.
In some casesthey are sealed, in

other casesthey are not sealed. Y ou don't know.
In fact you don't know until you actually start
putting wells on either side of the fault. And
you are lucky if you see the fault in seismic, and
thereis either pressure communication or there
isn't. That'sfineif you have fivereservoirs,

but if you have 3,000, it'samgjor task, believe
me.

Particularly because in those days,

the tools that we had in simulating and trying to
understand the reservoir performance were fairly
crude still. They were improving but they were
still fairly crude, particularly the setting up of

0075
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what we later called the geological model of the
model describing the precise 3D dimensions of the
reservoirs, and the possible relation with each
other, the possible pressure communication with
each other. The tools there were primitive.
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Anditisonly inthelast ten

7 yearsor so, counting back from now, from where we
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are now, that these tools have improved
enormously. So we had abig problem. We had
reservoirs that we knew where the wells that had
been completed on it, that significant amounts of
oil had been produced but we had no way of
explaining that.
Okay. The easiest would have been
perhapsto just set all of these reservesto set a
value so that each year you end up with zero
proven reserves, remaining reservesin those
fields.
But that meant that you just
updated your books each year with cumulative
production without actually showing any foresight
about what reserves might ultimately be produced.
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That was the situation that Brunei
Shell wasin at the end of 1986.

So together with advice from
central office, the decision was made to apply a
large correction to al of these fields
essentially based on an estimate of what would be
arealistic recovery factor in each of these
reservoirs.

What isthe recovery factor? Itis
the quotient between recoverable reserves,
ultimate recoverable reserves and the in-place
volume in those reservairs.

So what was said is that these are
clean reservoirs, light ail, that means that you
have arecovery factor -- you can expect a
recovery factor, 35, 40, 45 percent.

And the recovery factor that was
postul ated was adapted to the type of reservoir
that was seen. Larger reservoirs probably got a
higher recovery factor because you have more room
to play with additional wells.

So on that basis, a reasonably

0077
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sound estimate was made of those -- of those
reserves on a bottom line basis, lastly on a

Page 42 of 325

file:///C)/Documents¥%20and%20Setti ngs/daustin/Desktop/ Deposition%20T ranscripts/021907abarendregt.txt (42 of 89)9/18/2007 3:55:35 PM



file://ICJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/021907abarendregt. txt

21

Case 3:04-cv-00374-JAP-JJH  Document 341-7  Filed 10/10/2007
bottom line basis without looking in detail to

each of the individual reservoirs. And what do |
mean by "in detail"? | mean actually carrying out
asimulation study.
That increasing reserve was made
without consulting the government.
Now, asit happened just before
that, the government had imposed on Shell, on
Brunel Shell, a production ceiling. They said you
shall not produce more than 200,000 barrels a day,
200,000 barrels aday.
And in the eyes of the government,
Shell had introduced this large reserve changein
reaction to this -- to thisimposition of a
production ceiling. And they were not happy with
it, and that is putting it mildly.
So that was the start of avery
lengthy and at times acrimonious debate between
Brunei Shell and the government. And it was right
at the start of that period that | entered on the
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scene.

So here | was needing to field the
questions and accusations from the government, not
personally, not myself, by myself alone but with
my staff, obviously.

| think | am happy to say that we
managed to -- to provide some structure in the
discussions that we had with the government. We
set up a-- or | set up with the government a
schedule of which fields we will go through,
detail by detail, and to describe to them why the
new estimate was at |east a reasonabl e estimate
given the amount of information that we had
available.

And that series of discussions
continued throughout the yearsthat | was there,
and it hadn't even finished when | left in 1992.

What had become clear by that time
isthat of those reserves -- which by that time we
started to call legacy reserves, because they were
alegacy from a previous period -- about
two-thirds were justified or had in fact already
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been in those years, because production of course
continued, had in fact been taken or overtaken by
production.

About two-thirds of those
originally booked volumes were reasonable, and
about one-third had to be debooked, and they were
debooked after we had done the proper studies.

Q. Doyou recal when thereserves

were debooked?

A. Aswhen the studies of when those
particular reservoirs had occurred. So you could
see agradual reduction in ultimate recovery for
these reservoirs over the years starting in
1987/88, over the years. And it continued, but at
aslower pace, because obviously what we addressed
first were the larger fields and the larger
reservoirs, so the corrections were larger
initially, and they were gradually getting smaller
in the later years after | had | eft.

Q. Do you recal how much volume that
one-third reserves that you just spoke about
represented?
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A. Not off-hand. The only figure that
sticksin my mind was afigure of 600 million
barrels reserves being added to expectation
reserves. Now, how much istranslated to proven
reserves, | don't remember.

| can expect that it would be
something on the order of 400 million barrels or
something. So that was the total figure that we
started with.

Q. Whenthiscalculation that you just
talked about was performed, 600 million barrels
were added to expectation?

A. Toproven.

Q. Toproven?

MR. TUTTLE: Wait, you said 600
million were added to expectation or proven.

THE WITNESS: 600 million barrels
were added to expectation, as | remember it. And
| can't remember the exact figure, but | would
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guess 400 million barrels proven.

BY MR. HABER:
Q. And thetwo-thirdsthat you
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testified were justified, that would be two-thirds
of the 600 million?
A. Expectation.
Q. And then of course the balance
being the one that were the legacy that needed to
be addressed over time?
A. Yes
Q. |think that sincewe areon
Brunei, when you became Group Reserves Auditor,
did you have an opportunity to audit the Brunei
operating unit for Shell?
A. Yes | did.
Q. Do you recall when you conducted
the audit?
A. AsI remember, it wasin 2002.
Q. Doyou recal what you had found?
A. | had found that considerable
progress had been made. Thiswas of course ten
years after | had left from my previous assignment
therein Brunel.
Considerable progress had been
made, in particular the issue of the legacy
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reserves, and particularly caused by the use of a
new tool that took care of much more realistic
geological modelling, and that as a result, most
of these legacy reserves had been either matured
in actual supported reserves or have been taken
off the books. Therewas only avery small
fraction of that left.

Q. Whenyou say asmal fraction, do

you recall the volume?

A. Not off-hand. Ten, 20,000,000
barrels, something like that, | honestly can't
remember the precise figure.

Q. Do you recall when you conducted
the audit?

A. It wascombined with asimilar
audit in Sarawak across the border, and | believe

Page 45 of 325

file:///C)/Documents¥%20and%20Setti ngs/daustin/Desktop/ Deposition%20T ranscripts/021907abarendregt.txt (45 of 89)9/18/2007 3:55:35 PM



file://ICJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/021907abarendregt. txt
_ Case 3:04-cv-00374-JAP-JJH  Document 341-7  Filed 10/10/2007
17 itwaslate April or early May that | was there,

18 Q. Doyou recal how long the audit
19 took?

20 A. A week.

21 Q. When you conducted the audit, did
22 you have anyone assisting you?

0083

1 A. No. | never did on any of these

2 audits anyway.

3 Q. Sothroughout your entire tenure as

4 Group Reserves Auditor, you never had assistance

5 in conducting the audits?

6 A. Correct.

7 Q. Didyou ever ask for help?
8 A. No. No.

9

Q. Didyou ever consider it
10 appropriate to have additional people to assist
11 you in performing the audits?

12 MR. TUTTLE: Objection to form.
13 THE WITNESS: Not until --

14 BY MR. HABER:

15 Q. Youcan answer.

16 A. Not until the very end of my tenure

17 inlate 2003 when it -- well, when the imminent
18 reserves changes, reserves recategorizations
19 becameclear.
20 Q. Andwhat wasit about these reserve
21 changesthat caused you to re-think seeking
22 assistance?
0084

A. Waedl, wearejumping ahead, you
know, and | am sure that we are going to cover a
lot of ground between those two events with my
earlier stay in Brunei and later.

But in essence, what has happened
during the last two, three years of my tenure as
Group Reserves Auditor was that the SEC had come
up with additional guidance, which inturnled us
to agradual tightening of reserves and to
10 additional introduction of criteriawhich hitherto
11 hadn't been included in the reserves guidelines
12 and therefore hitherto hadn't been included in my
13 estimates -- in my audits.
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That meant that my auditsinitialy

-- while my auditsinitially were, to alarge
extent, process audits in the sense that | would
sit together with selected groups of staff, and |
would make the selection.

We would sit together with groups
of staff and we would talk about specific fields,
particularly starting with larger fields. Andin
asession of an hour or so, they would tell me --
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they would explain to me what the -- they say the
dimensions of the field were, what the problems
were, and what the current production performance
of thisfieldis.

With my experience and with the
trust that | know | had and the trust that |
placed also with the staff, that allowed me a
pretty good idea about the way in which the
reserves were calculated in that field.

And therefore, the soundness of the
basis of those fields. Typically in my audits |
would cover in thisway anything between half,
maybe three-quarters of the total reserves
portfolio of that company.

So that's how | used to work. You
take afew examples, representative examples and |
would select them carefully beforehand, and on
that basis, you would form an opinion about the
soundness of the reserves basis.

Back to 2003. With the gradual
tightening of the group reserves, it became clear
that there were a lot more aspects that we needed

0086

©CoooO~NOOLPA~WNPE

10

to take into account for each of the smaller
units, smaller fields, and that therefore are more
comprehensive review of the company's portfolio
was going to be required.

And that therefore, my efforts
would have been taken over by at least two, if not
more people. And that'swhat | madein the
recommendation in my final report at the end of
2003.

And of course, since then, my
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auditorship has been taken over by in fact not

just a couple of people, but by teams consisting
of up to six, seven people.
Q. Prior to 2003 -- withdrawn.
So it's your understanding that
your recommendation was accepted by senior
management?
A. Which recommendation?
MR. BEST: Which recommendation?
BY MR. HABER:
Q. Therecommendation to have
additional staff perform audits?
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A. Yeah. Infact, they had aready
made up their minds that a much larger effort was
going to berequired. At that timein particular,
it wasfelt that adetailed field by field review
of the entire group portfolio was going to be
required as part of the recategorization of
reserves. And that iswhat happened.

Q. Prior to 2003 when you made the
recommendation for more staff, had you inquired of
any of Shell's competitors of how they staffed
their audit -- their internal audit program?

A. Notinquired, no.

Q. Waereyou aware of, let's say, how
Exxon was staffing their internal audit group?

A. By word of mouth, by hearsay, yes.

Q. Andwhat had you heard?

A. That Exxon had ateam of 10, 12
people that were overseeing the process of
reserves reporting in Exxon.

Q. Andwhen had you heard this?

A. | cannot remember. It must have
been 2001, something like that, 2002, | don't
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know.

Q. But it was between the time you
started in your position in 20037

A. Itwascertainly after my starting
in the position, yes.

Q. Hadyou heard anything with regard
to staffing of an internal audit team at other of
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Shell's competitors, such as Chevron, Texaco

Chevron?

A. No. No.

Q. Was Exxon the only one that you had
heard about?

A. Theonly onethat | can remember
right now, yes.

Q. Was-- to your knowledge, was Exxon
the company that people within Shell looked to
with regard to how things were being donein the
industry?

MR. TUTTLE: Objection to form.
Callsfor speculation.
THE WITNESS:
A. Asl explained earlier on, Shell
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had their own way of reporting Proved Reserves
right from the start when the SEC came about with
the request of proof of that.

And that led to -- and that with
the agreement that or the understanding at the
very least that was reached with the SEC, led to
Shell staff throughout the organization being
aware that yes, there was this need to report
reserves to the SEC.

But Shell had their own method, and
they relied on the center in The Hague coming
forward with detailed instructions on how to
prepare Proved Reserves.

So in other words, Shell staff,
throughout the organization in the operating
companies, were not directly concerned with things
like the SEC definitions. They were aware of
them, they aware at the end of the guidelines that
were issued, but they saw the reporting of
external Proved Reserves as the responsibility of
The Hague. They prepared the estimates, but
that's asfar asit went.
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Now, as far as comparing ourselves
with Exxon, we didn't see any reason for it, any
comparison of numbers that may have been heard,
and the 10, 12 people that | mentioned to you, it
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wasn't clear at all whether those were in fact

ten, 12 senior engineers or two senior engineers
and alot of clerical staff.

| mean, and anyway the subject
didn't interest us, because we saw and we were
aware that Shell had their own method, which by
all accounts was in conformance with the original
SEC definition and that therefore any comparison
with staffing levels would be irrelevant.

On top of that, it wasn't just me
going around from the center checking reserves.
There was awhole system in place of what, by that
time in the -- say in the early 2000s, what was
called Vaue Assurance Reviews.

Now, those would typically consist
of a number of senior experienced individualsin
the organization. It would go around two
operating companies and review projects, status of
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projects, status of uncertainties, status of
development, and they would also look at project
reserves.

In other words, there was also a
very tight level of control through that system of
Value Assurance Reviews.

And that was another reason why it
was felt that there was no point in comparing
Exxon's organization against ours. It was felt

throughout the organization that the controls that
we had in place, both through myself and through
the VAR reviews, were adequate.

Q. Wewill talk about the VAR reviews
sometime later.

In your answer, you had mentioned a
couple of things: One, you mentioned conducting
process audits. Were there any other type of
audits that you conducted?

MR. TUTTLE: Objection to form.
Characterization of the testimony.

THE WITNESS:

A. Therewasonly one audit that | can

0092
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remember that was specifically called a process
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audit, and that was the one carried out for

Nigeria, for SPDC Nigeriain 2003. All the others
were regular audits.
| use the word process audit, just
now in describing them, in the sense that -- and
what | meant by that isthat | didn't actually go
and check with the team.
With the field teams that | would
gather around the table, | didn't actually go and
check, okay, which wells did you drill, what sort
of porosities did you see there, and how did you
trandlate those porosities into your assumptions
for your reservoir simulation models.
That isthe sort of detail that |
would expect the supervisor of those engineers
would do. Minewould be at a higher level, saying
okay, how many wells have you got, show me a
typical cross-section of the reservoir simulation,
how you applied it, how did you calcul ate the
average porosities from your averagesin the
wells. Do you take any -- say any preference to
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any particular well, that sort of thing.

So my review would be on a higher
level than the detailed review that | would expect
the supervisor to carry out.

Q. Now --
A. Andthat'swhat | mean by process.
| looked at the process in which they came up with
the reserves estimates. And from that space, if |
like the process, then | had no reason to doubt
the validity of the reserves estimate that came
out of that work.
Q. And the staff and engineers that
you just mentioned, these are staff and engineers
who are working in the operating unit?
A. Correct, yes.
Q. Andearlier, you had said that --
you had said, "with my experience and with the
trust that | know | had and the trust that |
placed also with the staff,” in conducting your
audits. Did you ever come to, after the fact,
question whether that trust was properly placed?
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MR. TUTTLE: Objection to form.
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Callsfor speculation.
MR. HABER: It callsfor his
determinations after the fact.
THE WITNESS:
A. Theshort answer is no, certainly
not for the Shell operated companies, for the
Shell-staffed companies. There were one or two
question marks that | had for non-Shell staffed
companies. BEB stands particularly to mind, where
later on | found that not all of my questions had
been answered.
| forget what particular instances,
so if you ask me for examples, | can't give them
to you. But other than that, those were
definitely exceptions within the Shell companies.
No. | have never had reason to
doubt say the straightforwardness of the staff and
the openness of the staff that they displayed in
front of me.
Q. Didyou ever have questions about
the experience of the staff?
A. Notrealy, no. No. Don't forget
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that | knew many of these companies either because
| had been working there myself, or because | had
been visiting them there during a previous
assignment in the early '90s when | was senior
consultant in the organization in The Hague.

MR. HABER: Okay. | think we are
running out of tape and thisis probably a good
time to break for lunch.

THE VIDEOGRAPHER: Going off the

record at 12:59. Thisisthe end of tape number
1.

(Lunch recess taken)

THE VIDEOGRAPHER: Thisisthe
beginning of tape number 2 returning to the record
at 1:40 from 12:59. Go ahead.

BY MR. HABER:
Q. Good afternoon, Mr. Barendregt.
A. Good afternoon.
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Q. Beforewe broke, we were talking

about audits generally and reliance on operating
staff and engineers.
| just want to ask you one
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follow-up question on that topic. During the
audits that you conducted, did you ever find that
the rotation of positions within the operating
units caused you some concern about the
reliability of the information that you were
receiving?

A. Not asastructural complaint. |
mean, sometimes you might be aware of some
engineer around the table being fairly new on the
subject and therefore he or she would be a bit
more quiet than the others.

But the thing is that with these
teams, with these field teams, it would be very,
very rareindeed if all of them were new and
hardly knew what they were talking about, so to
Speak.

So between them, you would always
have a number of people that would actually
remember things as they had been done the year
before or something like that.

Even then, people that were new
were, | always found, were certainly sufficiently

0097
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knowledgeable about their subject to be able to
contribute to the conversation if it came their
way.
Q. Now, going back to the Brunei audit
that you had conducted, | am going to ask you a
couple of questions about the audit report that
you had prepared. Actualy, first on, | am going
to ask you about a draft report.
(Barendregt Exhibit No. 2 was
marked for identification)
We are marking as Barendregt
Exhibit 2 a draft note which is dated May 5, 2002.
It's areport, and thetitle of thereport is"SEC
Proved Reserves Audit, Brunel Shell Petroleum SDN
BHD 29 April-3 May, 2002".
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The Bates number is RIW01001167

through RJIW01001170.
Mr. Barendregt, have you seen this
document before today?
A. Obvioudly, yes. It lookslikethe
draft report that | left with or shortly after my
departure and sent over to Brunei Shell.
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Q. Now, doyou recall -- in that
answer, do you have any recollection if you
prepared this draft while you werein Brunel Shell
or immediately thereafter?

A. Beforel answer that question, |
think it's useful if | explain my procedures when
carrying out with audits like these.

Q. Sure

A. | liked to strive before leaving,
on the last day of my audit, a complete draft of
the report that | was going to issue on the
auditing question. That didn't always happen.
For obvious reasons | was very busy right until
the very last day.

But usually, we then afew days
after the end of the audit, | managed to get out a
draft report to the company in question for their
comments.

With that report, | always left
instructions to the extent that | said, "L ook,
thisis my draft report. | want you to go through
it and check it on facts -- on matters of factual

0099
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detail; in other words, "Did | get any of the
factswrong? Then please let me know".
"Secondly, you can give me your
opinion about opinions that | have expressed and |
will certainly read them. But what | will
ultimately do isissue areport that expresses my
opinion and my opinion alone."
So these reports would typically
receive small corrections here and there, mostly
of factsthat | had got wrong. And ones that had
been done and they would be typically between two
and three weeks after the end of my audit,
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depending whether | was available in fact, because

| might have another audit immediately afterwards.
And then | would issueit asa

final note.

Q. Doyou recal any instances where
an operating unit did challenge an opinion that
you had formed?

A. Not any specific instances. But |
am sure on once or two occasions that it happened,
yes.
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Q. Onthose occasions where it
happened, do you recall if you changed your
opinion, in light of what was being communicated
to you?

A. | amjustrealy trying to think of
any particular examples here, which | can't.

Sometimes | might slightly change

the wording on the facts leading to my conclusion,
but | do not recollect any instances whereby |
basically reviewed my opinion.

The only example that might be an
exemption that | can think of, and | am thinking
of while I am going through it, that an audit in
Norway, where due to a very poor contribution by
one of the contributors and the absence of his
supervisor at the time, | ended up, without my
knowledge, with atotally wrong set of facts,
data, on which | based an opinion which later on
was found to be unfounded.

The absence of the supervisor in
guestion was sorely missed, and in the end on that
particular audit, | had to come back at some | ater

0101
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stage and redo the audit or parts of that audit
again, this time with the supervisor present.
But that's an exception. That's

the one exception that | can think of. But by and
large in general, no, | would rarely find cause
for changing my opinion.

Q. Withregard to Shell Norway, do you
recall when this event occurred?

A. 2000. The year 2000.
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10 Q. Now, if you could look at Exhibit 2
11 for aminute.

12 (Witness complying)

13 | am sorry. | just want to check

14 onething here.

15 (Pause)

16 Looking at Exhibit 2, | just want

17 to go back to my question that resulted in the
18 last exchange. | had asked you if you prepared
19 thisdraft while you werein Brunel Shell or

20 immediately thereafter, and you answered it by
21 giving me what your general practice was.

22 And | just want to know now, having
0102

said that, what's your recollection with regard to
when you prepared Exhibit 27?

A. Wédll, I look at the date, whichis
acouple of days after the final day of my audit.
| know that that particular -- those particular
dates were a Monday through Friday. So this note
was prepared on a Sunday .

| suppose that the major part of
the text was prepared after my departure from
10 Brunei.

©CooO~NOOOLPA~WNPE

11 Q. Now, if you look at the fourth

12 paragraph, the one that begins "the audit found"?
13 A. Yes

14 Q. Thereisachange that says,

15 "athough the volume of 'legacy' reserves have

16 decreased substantially in the past few years, the
17 continued presence of 'legacy reserves remains an
18 areaof concern.”

19 |s this a change that you made or

20 isthisachange that you made in response to

21 information --

22 A. A changefromwhat? | canonly --
0103

1 Q. lamsorry. |just haveto finish

2 thequestion.

3 A. Sorry. Sorry.

4 Q. Isthisachange that you made or

5 isit achange that you madein responseto
6 information learned during the audit?
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MR. BEST: Objection to form.

MR. TUTTLE: Objection to form.
THE WITNESS:

A. When you say change, | do not
understand what you mean, a change -- | see only
onetext and | do not remember what has changed.
This must be the preliminary report, and there
must be afinal version obviously that you have
compared it against.

BY MR. HABER:

Q. Widll, | amjust looking at the part
that's underscored, and there appears to be an
addition.

This text appears to have been
added from an earlier draft?

A. Anealier draft?
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Q. Letmeask you so | can head off an
objection.
Do you recall preparing a draft
prior to May 5 --
A. No.
Q. --20027?
A. No, | don't. That doesn't mean
that | didn't doit, but | don't recall it.
Q. Now, looking at the text that we
just focused on, do you recall which fields were
-- that you were referring to in this text?
A. They would have been in the major
fields Southwest Ampa, A-M-P-A, and Champion.
Q. Now, if you look at the paragraph
above it, it says "the last previous SEC proved
reserves audit for BSP was carried out in 1998."
Do you know if that was carried out
prior to the changes in the guidelines that we
talked about earlier today?
A. Probably. Probably. The
guidelines were at the -- issued towards the end
of 1998. | would imagine that these were being

0105
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3

ahead of that, but | don't know.
Q. Andtheaudit was carried out by
your predecessor?
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A. Yes.

Q. Who wasyour predecessor?
A. AddelaMar. A-D D-EL-A M-A-R.
Q. Now, if you look at the third

8 sentencein this paragraph, and it | believe

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

refers to the current audit. It says, "It
included a verification of the technical and
commercial maturity of the reported reserves, a
verification that margins of uncertainty were
appropriate, that Group share and net sales
volumes had been calculated correctly, and that
reported reserves changes were classified
correctly. It also included a verification that
the annual production (sales) submission through
the Finance system was consistent with the reserve
submission."

A. Yes.

Q. How didyou verify these items that
you had written in this Exhibit?

0106
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A. Beforel answer that, | think it's
useful to bear in mind that thisis a pretty much
a standard sentence that | included in all of my
-- al of the summaries of my sentence.
Now, when it comesto --
MR. TUTTLE: So you want for each
of the items that you read? So --
MR. HABER: Wdll, if thereis
something that he can talk about in a summary; if
not, then in each, yes.
THE WITNESS:
A. Essentialy, asyou will have seen
in my report, the method that | used in checking
each of these items, is by means of a spreadsheet
that | included in my -- in full in my report
which gives the various criteria that were
dependent -- that were important for assessing the
quality of the reserves estimates in that
particular company.
And that would allow me then to add
in comments to each of these criteria where they
had not be good. | also alowed it to score the

0107
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company on that particular item.

Yeah. If youwant to know how |
did it, then | can only refer to the -- to the
list, to the checklist that | included in each and
every report.
(Barendregt Exhibit No. 3 was
marked for identification)
BY MR. HABER:
Q. Weare marking as Barendregt
Exhibit 3 anote dated May 31, 2002. In the
subject thetitle line reads "SEC Proved Reserves
Audit, Brunel Shell petroleum, SDN BHD, 29 April -
3 May 2002." The Bates range is RIW00061605
through RJIW00061620.
(Witness reading document)
Mr. Barendregt, have you seen
Exhibit 3 before today?
A. Yes. Itlookslike my final report
of the Brunel audit.
Q. Andif youlook at the lower
left-hand corner, thereisasignature. Isthat
your signature?
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A. Yesitis
Q. Now, if youlook at the
attachments, a moment ago you mentioned a
Spreadsheet.
And | think you might be referring
to one of the attachments in this document?
A. Yes. Attachment 3.
Q. Now, interms of verifying, let's
say for argument's sake, technical maturity, and
in answering the questions that are listed in the
left-hand column, did you make your comments which
arein the right column based on information that
was provided to you by staff, in this case, Brunei
staff?

A. Yes.

Q. Didyou do anything independent of
what was communicated to you to verify the
information that was being communicated to you?

MR. TUTTLE: Object to form.
BY MR. HABER:
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Q. Youcan answer.

A. | amnot sure what you are meaning
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there. | was independent when | made the new
review. | listened to the staff giving the
explanation of what the field was like.

But as | made clear before, what |
did not do was to check and see whether, on avery
detailed level, staff had transferred the correct
values from wells and well data and what not into
the models.

Q. And sowhenyou say in the -- we
could look at Exhibit 2, that your audit included
averification of al those various pieces of
information, that verification then is based upon
the information that was provided to you from the
operating unit staff.

Correct?
MR. TUTTLE: Objection to form.
Characterization of the testimony.
BY MR. HABER:
Q. Youcan answer.

A. It-- my opinions were based on the
information that | was given, together with
interpretations and opinions by myself.
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Q. You can put these aside for the
moment.
Actualy, | am sorry. | apologize.
| am sorry. Can you pick up Exhibit 2 again for a
moment?
A. Okay.
Q. If you can turn to page two of
attachment 17?
MR. BEST: Bates number?
MR. HABER: | am sorry. Thisis
11609.
(Witness complying)
THE WITNESS: Okay.
BY MR. HABER:
Q. | amlooking at the second sentence
of number 6. It says, "Any incomplete hydrocarbon
column penetrations are thus also addressed
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probabilistically, i.e." and then it's underscored

"proved areas’, and it's also in quotes, " (ref.
SEC definitions) are not adhered to rigidly."

Do you recall what the issue was
that was reflected in what | just read?
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A. Thisseemsto refer to what we

later referred to as the LKH issue, lowest known
hydrocarbons.

A reservoir israrely aflat
pancake. And particularly in the case of Brunei,
you would always found that the reservoir would be
tilting, would be running at the slope. That
meant that across that reservoir, you could see
various what we called fluid levels.

Typicaly in Brunei you would have
agas cap, i.e. thetop of the reservoir would be
filled with gas. You would get alayer of oil,
and then underneath that water.

When you first drill awell through
that reservoir, you might see early gasif you
were really high up in the reservoir. Y ou might
see gasand oil if you were halfway. You might
see pure oil, you might see oil and water, or you
might in fact see nothing but water, depending on
where you were, and in some cases it was difficult
to determine beforehand where you were.

Typicaly thisisthe casein
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exploration and appraisal wells. Appraisal well
isawell that you drill in a stage where you are
still exploring and trying to define the actual
content of the reservair.

One of the instances where the
original SEC definition of Proved Reservesis
specific is about thisissue of fluid levels.
They say that if you drill, for instance, gas and
oil, then you can only assume for Proved Reserves
that the oil that you find as its deepest
penetration is where you saw it deepest in the
well.

That may still mean that thereis
some oil underneath that all the way down to the
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oil water contact as we call it, that is therefore

not seen by the drill bit.

And that oil, even though you can
interpret it perhaps by other means, either from
seismic or from pressure measurements or whatever,
there are various means of having at least avery
good cast of that, that oil could not go into the
SEC definition, be included in the Proved Reserves
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estimate.

Q. Andthe SEC definitions that you
reference here, these are now with regard -- with
reference to the staff interpretive guidance or --
No. The other ones.

SX, regulation SX Rule 4-107?
Yes. Correct.
So it's Rule 4-107?
Correct.
MR. WEED: Counsdl, if I might make
aquick note just for the clarity of the record,
sometimes the Shell engineers from Europe refer to
S-E-C as SEC, and that will occasionally come up.

| think the court reporter got it
right thistime. | just want to make it clear
that because we usually in the States refer to it
asstrictly S-E-C. If you hear SEC, that's the
same thing.

MR. HABER: Okay. Thank you.

MR. WEED: Thank you.
BY MR. HABER:

Q. Now, the next sentence says,

>0 >0 P
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" Although accepted Group practice in the past,
thisisno longer in line with Group guidelines.”

Had the group guidelines been
revised to address this proved area issue or the
LKH issue that you mentioned?

A. Yes. | remember that in 2001, |

had afairly strong hand in revising the
guidelines.

And thisis one of the areas that |
addressed more specifically in the guidelines.
That was in the reaction to a similar instance
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that they found in an earlier -- in an earlier

audit in 1999 with SNEPCO in Nigeria.
Q. Now, the next sentence says, "This
should be addressed."
Did you provide BSP with advice on
how to address the issue?
A. No. Becauseit was abundantly
clear what they needed to do.
The fact that this doesn't feature
prominently in, for instance, the summary on the
first page, isthat the effect of thisin the BSP
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context was small. In most of these cases, the
reservoirs have been penetrated by many, many
wells because most of these fields are very
mature.

And that therefore there are very
few areas where we have the situation where we
haven't actually seen al of what we call the ail
column, and therefore very few areas where we
haven't actually seen an oil water contact and the
gas oil contact.

Q. Now, if you look at number 7 on
Exhibit 2, which isalso on 1169, same page. The
recommendation, it says, "The auditor's opinion is
that probabilistic addition of reservoirsto field
level is not to be recommended.”

What was the basis for that
recommendation?

A. Canlreaditfirst? Becausethe
explanation isin the following paragraph
obviously as you can see.

Q. Pleasego ahead.

(Pause)

0116
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MR. FERRARA: Excuse me. What
paragraph are you on again, Jeffery?

MR. HABER: Thisis paragraph
number 7.

THE WITNESS:

A. Therel givethreereasonsfor my

opinion, as you well have seen: First, these are
mature fields. | aready made that point on
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severa occasions.

And in maturefieldsin 1998, we
had the recommendation that rather than do a
probabilistic reserves estimate, we would do a
deterministic estimate, i.e. based on a specific
realization, aswe called it, of the reservoir
model and determine that against the performance
of that reservoir, i.e., at thefluid level -- the
fluid production, the gas production, the oil
production, and water production; and thereby
compose a picture, ahistorical picturetrying to
match the performance against the model results.

And thisisentirely different from
the probabilistic reserves estimating that had

0117

=
FPBoo~v~oohrwnpk

PR RRERRER R
©oO~NOOUAWN

20
21
22

been used before '98 in mature fields.

And what | am saying isjust smply
repeating that particular -- that particular
premise.

Then the other two points. They
are rather technical. What it saysisthat if you
have various reservoirsin one field, and you add
these up probabilistically, then it isvery
important whether you assume the individual

reservoirs and the assessment of the recovery in
the individual reservoirsisindependent of that
of the other reservairs.

Now, if it'sindependent, that
means that the total reserves estimate becomes
narrower, i.e. the Proved Reserves, and the high
estimate of reserves become closer and therefore
closer to the expectation reserves.

That is-- yeah. Youwill haveto
take it from me, but that's atechnical fact.
BY MR. HABER:

Q. That'sone of the reasons that |

asked if you could sort of put the technical into
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layman'sterms so | can understand it.

A. Wadl, in order to do that, | would
have to explain to you, and | am more than happy
to explain to you a method what the Monte Carlo
analysisis.
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Y ou have a situation -- you have a

situation where you have a distribution describing
the various outcomes of areserve in a particular
reservoir, say.

And typically, we tend to describe
it by some sort of abell-shaped curve. | am sure
you have seen these bell-shaped curves elsewhere,
and the bell-shape curve has its peaks somewhere
around the expectation, as we call it.

And somewhere on the left, you have
alower value, and that depending on whether you
take 90 percent or 95 percent is then your proven
estimate. And then on the other sideisahigh
estimate which we are not concerned with. You
have a bell shape like this for each and every
reservoir.

Now, there is one technique called
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the Monte Carlo analysis, which triesto establish
aprobabilistic sum of all these reservoirs
together.

And you do that effectively by

throwing a set of dice and deciding on that basis
whether you take for areservoir alow value or a
medium value or a high value or any value in
between.

You set it aside and take the next
reservoir and you do a similar thing, and the next
reservoir and the next reservair.

And you do that through al of the
reservoirsin succession, then you add up all
these various estimates. And as you well have
seen, some of the reserves in some of the
reservoirs will have come out in the low side,
some of them will have come out on the high side.

It's amatter of, what iscalled in
the UK, swings or roundabout. Y ou come up with a
result that is fairly narrow, some low estimates
chances of estimates will be compensated by
chances of estimates on the high side.

0120

1
2

That is the case where you assume
that these reservoirs are independent of each
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other.

Now, thereis also a possibility
and afairly strong possibility that the reserves
estimate in these reservoirs are in fact
dependent.

What do we mean by that? It's that
iIf you have alow outcome in one reservoir, then
it's likely that your misguess, your -- say your
estimate has been caused by a particular
assumption that is -- may not be clear at that
time, but that also affected all of the other
reservoirs because you have applied the same
method of calculation to each of these bell-shaped
curves.

Now, that means that you really

have to be more careful that if you go through the
process again of taking one realization, one value
out of the bell-shaped curve for each reservoir
and you come out with alow one, then you must
also take alow one from the other reservoirs

0121
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because there is some dependence, yeah?

And that means -- as | hope you can
see, means that the total bell shape of all the
reservoirs together will be wider, because you
will more get a situation of low values being
added to low values and et cetera, and on the high
side the same.

And therefore, if your reservoirs
are dependent, and to some extent that will always

be the case if it'sin the same field, and they
are say modeled by the same method, you haveto be
careful, because the effects might be that your
total range is too narrow, therefore your proved
Istoo close to your expectation and effectively
istoo high. And that'swhat | am saying.
Q. Okay. | appreciateit. Thank you.

If you turn to the final note which is Exhibit 3,
| would like you to take alook at number 6 in
attachment -- | believe it's attachment 1, on page
616077

MR. BEST: | am sorry. Did you say

aparagraph?
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1 MR. HABER: Yes. Paragraph 6. |

2 amsorry.

3 (Pause)

4 My question, you will see there,

5 thewords "economically robust" are underscored
6 there.

7 Q. What did you mean by that?

8 A. Shdl did and still do screen their

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

projects. And by "their projects,” | mean
activities which generate a certain amount of il
or gas activities like drilling awell or
developing awhole field, such projects will be
screened economically.

And one of the parameters that
would be used would be what the Shell called a
screening value oil price, which around this
period was something in the order of 14 or 16
dollars abarrel, so conservative even for those
days.

"Economically robust" meant that
the result was economical for arange of
parameters, for arange, for instance, for the
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typically for the proven reserves, the expectation
reserves, et cetera.

Economically robust was one of the
conditions that was introduced in -- back in 1993
in the reserve guidelinesin 1993. The other one
was technically robust.

And okay. That's meant -- that is
what was meant with economically robust.

Q. Andwhy wasit that undevel oped
reserves in a number of fields and reservoirs
needed to be economically robust in order to be
certain of their future development?

A. Thisisfiveyearsago and | don't
remember the individual field instancesin -- on
which this remark was based.

But | can only speculate that a

number of these activities may have been
associated with the legacy reserves, legacy
reserves which were identified as reserves but not
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really associated with identified -- identified

activitieslike drilling awell.
But further on that, I'm afraid |

0124
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can't tell you.

Q. Okay. Isthereadifference
between commercial maturity and economic
robustness?

A. For al practical purposes, no.

No.

Q. Now, when you concluded the audit,
| believe you said earlier that you met with the
staff of the operating unit.

|sthat correct?

A. During the audit, yes. Yes.

Q. Just take me generally speaking,
not necessarily with Brunel, but generally
speaking.

When you finished the audit, did
you have a meeting with people or staff, engineers
at the operating unit to discuss your findings?

A. Yes Yes

Q. Andwasthat astandard practice
you had during your tenure as Group Reserves
Auditor?

A. Yes Yes

0125
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Q. Now with regard to Brunei, do you
recall conducting such a meeting at the conclusion
of your audit?
A. Not specifically, but | must have
done, yes. Yes.
Q. Let metakethisto the genera
again. When you met with the staff and engineers
at the conclusion of the audit, did you make a
presentation?
A. Mostly, yes. Not always, but
mostly. It depended on the time squeeze that |
wasin. Sometimes | wasin more of atime squeeze
than other times.

Q. When you did have the time to make
the presentations, did you prepare Powerpoints or
view graphs for the staff to review?
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17 A. | amsureyou know the answer to
18 that, yes.

19 Q. | haveto ask them.

20 So okay. Do you recall preparing

21 such aPowerpoint presentation for Brunei at the
22 conclusion of your audit?
0126

A. Short answer isno, | don't
specifically view it. Y our question was did you
view it? | cannot tell you. | would have to look
through my files.

Q. At themeeting that you had in
Brunel, do you recall having any discussions about
a clean sweep of the legacy reserves?

MR. TUTTLE: Objection to form.

Characterization of the testimony.

MR. HABER: | amjust asking him a
new one.

MR. TUTTLE: You said at the
meeting do you recall, and he testified he doesn't
recall, but he must have had one.

BY MR. HABER:
Q. Doyou recal at any time during
your -- | will rephrase.

Do you recall at any time during
your audit discussing a clean sweep of the legacy

20 reserves with BSP staff or engineers?

21 A. Not specifically, no. No.

22 | think just further on that, |

0127

think it's useful to that in mind that the legacy
reserves by that time were a very small portion of
the Brunei reserves, so therefore they didn't
feature very highly or very prominently in my
report.
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(Barendregt Exhibit No. 4 was

marked for identification)
Q. Let meshow you what we have just

marked as Barendregt Exhibit 4.

(Witness reviewing document)
11 And in particular, | am going to be
12 asking you questions about slide six, whichis
13 1176. And let meidentify this document for the
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record.

ThisisaPowerpoint. It's
dated -- it'shard to say. Thereisadate on the
bottom which is February 15, 2004. In the upper
right-hand corner it says, "SEC reserves Audit
BSP, 27 April - 3 May, 2002."

The title of the document is 2002
SEC Reserves Audit Brunei - conclusions.”

The Bates number is RIW01001171

0128
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through RIW01001177.

A. Just aremark there, you mentioned
the date of February 15, what it isin my
Powerpoint | have got an automatic feature or |
had an automatic feature which could take the
current date as the date of printing.

Q. Okay.

A. Somebody must have printed it off
in February 15, 2004, so it saysthat date.

Q. Sodoyourecal preparing this
document in or about May of 20027?

A. Likel say, not specifically. But
obviously | have prepared it, and | will accept
that thisiswhat | prepared.

(Witness reviewing document)

Q. Doesthisrefresh your recollection
about discussing a clean sweep of the legacy
reservesin Brune?

A. Not totally, but | am getting
there.

Q. Doyou need alittle more timeto
get there?

0129
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A. No. No. Fireoff the questions.

Q. Widl, | aminterested in the last
bullet point on slide 6, which is Bates numbered
1176. Y ou say, "Recommend to make the 'clean
sweep' when we upgrade proved devel oped reserves.”

Do you recall why you were making

that recommendation?

A. Asfarasl recal, no. | would
have to reconstruct it from what it isthat | have
said here.
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But | would have -- | would guess

that the reason why | made it isthat thiswas a
suggested way of getting rid of the final small
percentage of proved legacy reserves.

Q. And by "clean sweep," what did you
mean?

A. Making sure that anything that
wasn't fulfilling the guidelines, as we had it
then, was taken off the books.

Q. Sothat would be acomplete
debooking --

A. Yeah.

Q. -- of whatever reservesfell into
that category.
Correct?
A. Yes
MR. TUTTLE: Objection.
Characterization of the testimony.
THE WITNESS: If | refer to the
same expression clean sweep in point 2 of that
paragraph, what was -- and thisis the historical
situation, what was meant with the clean sweep
thereisthat all of the reserves, the 600 million
barrelsthat | talked to you about earlier, the
600 million barrels Expectation Reserves that were
added in 1986 -- as | have already explained to
you before that there has been some pressure,
particularly from the government, to take away all
of those 600 million barrels except the
reservoirs, that meanwhile we had been making
studiesin, to just strike those off the books.
And we had always resisted to make
such a clean sweep because we felt that certainly
a sizeable portion of those reserves were in the

0131
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end justified, except we just didn't know yet how.
So the clean sweep that we made
thereis sweep it al off the board, take it all
out.
Thisisthe same sort of clean
sweep that we -- that | may have been referring to
there.
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Q. Okay.
A. Yes
Q. Okay. You can put thisaside.
A. Okay.
(Witness complying)
MR. TUTTLE: Arewe on anew topic?
Want to take a couple of minutes?
MR. HABER: Just a couple of
follow-up and then we can break.
Q. Doyouknow if BSPin fact engaged
in a clean sweep and debooked the reserves that
were not in compliance with the guidelines?
A. Theonly onethat | am aware of is
the one that was done at the end of 2003 where the
companies, the major companies, including BSP,

0132
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were instructed to take out all those Proved
Reserves that weren't in fact covered by afirm
plan yet, either FID, or in the case of Brunei
where they could be small activities, typically an
additional well or a sidetrack of awell, all of
the Proved Reserves that were not covered by these
confirmed activities were taken off the books.
So there was alot more than just
as any legacy reserves that we were talking about
here.
Q. Soyouwere-- | will spit this
out. | am sorry. You are referring to Project
Rockford?
A. Yes Yes
Q. Now, prior to Rockford, do you know
If your recommendation about a clean sweep wasin
fact taken up by BSP and implemented?
A. No, | donot. And it would betoo
small to see me appearing at the end of the year

20 for the total reserves submissions, from what |
21 remember.

22 Q. Oneother question: In one of your
0133

1 earlier answers, you had said that you were

2 involved in the 2001 revision to Shell's

3 guidelines?

4 A. Yes.
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Q. What was your involvement?

A. A pretty strong one. The
preparation of the updates of the guidelines was
the responsibility of the group reserve's
coordinator, which until the end of 2000, was
Remco Aalbers. Remco was replaced by Leigh Yaxley
who was an ex Shell employee and who had reapplied
for ajob again and was nominated to be the group
reserves coordinator.
Lee-- | knew Leefrom earlier
years from his previous assignment, we had both
served in The Hague together. Lee wasn't very
happy mostly for family reasons, yet meanwhile
married a second wife from Indonesia, who brought
her mother-in-law with her, and they had a child
in between.
And the mother had to go back to
Indonesia because she couldn't get a residence

0134
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permit, which made his wife particularly unhappy,
which put him under alot of domestic stress.
Therefore, Lee was by no means as
effective as Remco was. And towards the end of
the year, he quit before the end of the year
ultimately.
But even before then, he didn't
really take an active role in the things that, in
my view, he should have done. And one of them was
the preparation of the updated guidelines, which
would typically happen over the middle of the
year, to be issued September/October timeframe.
Since there were a number of issues
that | felt had to be included or at least to be
put in to make the guidelines more precise, | took
it upon myself after checking with Lee, that shall
| have afirst go at updating the guidelines? And
he agreed, so | did.

19 Q. When you had made -- withdrawn.
20 Did anyone in EP question whether
21 it was appropriate for you to be revising the
22 guidelines?

0135

1 MR. TUTTLE: Objection. Callsfor
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speculation.

MR. HABER: | will rephrase that.

Q. Did anyone communicate from EP to
you whether it was appropriate for the Group
Reserves Auditor to be revising the guidelines?

A. Nobody present in The Hague at the
timethat | remember. The one who was very vocal
about it was Remco Aalbers, who | occasionally got

in touch with. He was by that timein his new job
up in Assen, and he made it clear to me that that
would have never happened under hisreign, and |
agreed with him.

But thereit was. | felt that new
guidelines, new good quality guidelines needed to
beissued. Andif there was nobody else around
who could do them, then | would be prepared to do
them. And unless somebody actually stopped me
doing it, | just went ahead and did it.

Q. Didyou consider at thetime
whether it was a conflict for the Group Reserves
Auditor to be revising Shell's guidelines?

0136
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A. Notredly, no. No.
MR. HABER: All right. Thisisa
good time to break.
THE WITNESS: Okay.
THE VIDEOGRAPHER: Going off the
record at 2:37.
(Short recess taken)
THE VIDEOGRAPHER: Returning to the
record at 2:52 from 2:37.
BY MR. HABER:

Q. Mr. Barendregt, | am going to jump
back to your CV again. | believe wewerein
Brunel, which sort of led us through this whole
discussion.

| believe you said that you were
the head Reservoir Engineer from '87 to sometime
in the latter half of 1992 --
Correct.
-- isthat correct?
Correct. Yes. That's correct.
Where did you go after Brunei?

O >0 >
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A. After Brune, | went to The Hague

0137
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where | became one of the reservoir engineering
consultants, and this particular area of
responsibility being Southeast Asia and Africa,
below the sub Sahara Africaasit was called.

Q. Andwhat were you responsible for
doing as areservoir engineering consultant?

A. | wasresponsible for reviewing
plans by the various operating companies, for
reviewing particular projects.

And that would often mean me going
out together with a number of colleagues from the
other petroleum engineering disciplineslike
production, geology, petrophysics, et cetera, to
operating companiesif they had a particularly
difficult project on their books.

And we would go out and review
those plans, make recommendations regarding any
changes to those plans as appropriate, and also
advise Shell central office management about the
soundness of the projects that would come out of
the operating companies.

Q. Which operating units fell within

0138
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this category of sub Sahara Africa?

A. That would be Southeast Asia, so
Malaysia, Brunei, Philippines, Australia, New
Zealand, and then Africa, sub Sahara Africawould
be Nigeria, Gabon, and avery, very high tiny
holding of Congo in Zaire.

| am not sure whether that's a
comprehensive list, but those are the major
players.

Q. How long were you a consultant in
this capacity?

A. That was until the end of 1996 when
| was transferred to Lowestoft, that we mentioned
earlier.

Q. Andwhat were your responsibilities
at Lowestoft?

A. | wasadevelopment manager there.
And that effectively equates to being the head of
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petroleum engineering, petroleum engineering

manager in charge of a group of approximately 40
people, engineers and staff, and responsible for
preparing development plans for the southern gas
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fields, making our proposals and the like, and

also for maintaining liaison with Shell Gas
Marketing in London, who would make the sales gas
nominations with the gas customers.

We would prepare the forecast and
say thisisfor the next year or for the next
quarter, thisis how much gas you can make
available because we think or we see that thisis
the gas that we can make available in the next --

in the next month, in the next few months.

Q. What isadevelopment plan?

A. Development planisaplan
describing the activities that are needed in order
to bring afield or areservoir into production.

It consists of a number of -- of a number of
things: First, very importantly, it consists of a
description of the surface facilities, how many
platforms, how many wells.

Also targets of these wells,
whether they were just simple wells or whether
they were wells with what we call sidetracks.

Y ou go in through one whole in the

0140
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surface, and then somewhere in the subsurface it
splitsinto 2, 3, 4, 5, 6, 7, different bore
holes, each penetrating different parts of
reservoir, so it would describe that.

So it would describe the setting up
of amodel which invariably at that time we would
set up in order to assess the future performance
of that field. It would describe the assumptions
that went into that model. It would include a
comparison with original data, particularly log
datafrom the wells.

And it would finally include an
economic evaluation of the project or the set of
activities that was being proposed.

Q. What did the economic evaluation
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entaill?

A. It would be based on aforecast
which was going to be generated by people in my
jurisdiction, under my -- in my group. And it
would -- that forecast would be translated with
certain assumptions regarding future oil price or
gas price that would be related to a cash flow.
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And that cash flow would be set
against the cash flow, the initial development
cash flow, i.e., the costs of building the
platform and installing the platform, drilling the
wells.

And that will give acertain
monetary forecast. And that forecast will be
evaluated to see whether it fulfilled the economic
criteriathat Shell was hitting against.

Q. Now, the development plan that you
just described, isthat different from afield
development plan or is that one and the same?

A. No. It'sone and the same, yes.

Q. Now, isit necessary to havefield
development plans in place before an operating
unit can book reserves, Proved Reserves that is?

A. Not before 2003, according to our
guidelines.

Q. Andwhen you say not before 2003,
are you referring to guideline revisions in 2003
or after Project Rockford?

A. They appeared both at the same

0142
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time.

Q. When were the guidelines revised
and disseminated in 20037

A. | can't remember off-hand, but it
must have been again in the period October
November, thereabouts.

Q. Now, any of the information that
you just mentioned that goes into development
plan, are these items considered in determining

technical and commercia maturity?
MR. TUTTLE: Objection to form.
Foundation.
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THE WITNESS.

A. Ultimately, yes.
BY MR. HABER:

Q. Soisitfairtosay thatin
determining whether a particular project is
technically mature or commercially mature, it
would be a good practice to have a development
plan in place?

A. Yes.

MR. TUTTLE: Objection to form.
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BY MR. HABER:
Q. lamsorry. Theanswer isyes?
A. Theanswer isyes.
Q. Now, you were -- withdrawn.
How long were you in that position?
A. Thisisthe consultant position?

Q. Yes. The Lowestoft?

A. ThelLowestoft. That was December
'96 through January '99, so just over two years.

Q. And after this position, you became
the Group Reserves Auditor?

A. Yes.

Q. How did you come to become the
Group Reserves Auditor?

A. Inthelate-- inthe period late
1998, Lowestoft was going through a reorganization
where it became clear to me that because of, say,
lack of compatibility between myself and my boss,
who was the head of Lowestoft, it was clear that
there was not going to be a position for mein the
new organization, which was vertically different;
rather than by discipline, which iswhat it wasin

0144
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my time, it would be by area unit, with the
disciplines sort of integrated into each of these
three area units.

It was clear that there wasn't
going to be a position for me there. So | went
back to The Hague and said, "Thisisthe
situation. What -- is there anything you have for
me? And if not, then I'll be willing to take
early retirement.”
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Because by that time, | had clocked

up something like 32, 33 years of service, and
that would give me a comfortable pension that |
could live on.

Q. Now, who did you speak to a The
Hague with regard to getting this whole worksin
process to move on from Lowestoft?

A. Primarily, Hans Bouman.

Q. Andwhois-- 1 amsorry. Hans
Bouman?

A. Bouman, spelled B-O-U-M-A-N. He
was in charge of career planning of petroleum
engineers at the time.

0145
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Q. Andwhen you went to Mr. Bouman,
did he say that he was going to try to find
something for you, a position for you?
A. No. Itdidn't quite go that way.
In fact, | had heard on the grapevine that Ad de
laMar was poorly.
THE REPORTER: Can you repest that,
please?
THE WITNESS: Hewasill. Sorry.
English expression. He wasjust.

MR. BEST: Let mejust state while
heistalking that this, aswe al understand, is
hearsay.

So | am going to object to the form
that's requiring him to answer thisin double --
in single and double and if not triple hearsay.
But you can continue to answer.

BY MR. HABER:

Q. Youcan answer.

A. What | knew wasthat Ad delaMar
was having health problems and it was likely that
he was going to retire from the job around the end

0146

1
2
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6

of the year.
| was interested in the job, so |
specifically inquired about me taking that job.
And if that wasn't an option, then what else did
he have available for me?
Q. Andwhat did Mr. Bouman say to you?
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MR. BEST: Same objection. Go

ahead. Y ou can answer.
THE WITNESS:

A. That he saw me as an excellent
candidate for the job and that he was going to
propose that | take the job.

BY MR. HABER:

Q. Andhow did you -- did you apply
for the position?

A. Inthose days, a new system had
been set up whereby everybody, upon atransfer,
had to apply specifically themselves. Intheold
days, before 1998, transfers was essentially
arranged by Senior Personnel Plannersin the
center.

But from 1998 onwards, each of us

0147
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had to make specific applications for jobs with
the new company that we sought as an employer.
Now, thisjob was somewhat

different, because thisjob wasn't aregular

career job. Thisjob meant -- and | knew that
beforehand, meant that one had to take early
retirement in order to return as an independent
consultant doing the reserves auditor job.

So when you say: Did you make a

formal application? No. | didn't fill inany of
these computerized sheets. But | did make clear

to Hans Bouman that yes, | was interested in the
job.

Q. How didyou learn that you had the
position?
A. Early December, there was a meeting

of the BusCom, | think it was called, that was the
meeting of the top level of managers of Shell
International E& P, and the proposal of Hans Bouman
to make me Group Reserves Auditor was discussed

21 and accepted.

22 So after that meeting | was

0148

1 informed that | could indeed have the job.

2 Q. Thiswasin early December of 1999?
3 A. Yes Yes 1998, | beg your
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4 pardon.

5 Q. | amsorry. 1998?

6 A. Yes

7 Q. | wasjust jumping ahead to when

8 you started.

9 And you said you started in January

10 of or early February of 19997

11 A. Yes. Infact, my assignment in

12 Lowestoft ended formally on the last day of

13 February in'99, but most of the months of January
14 and February | already spent in The Hague il
15 formally being on the payroll in Lowestoft.

16 But | was effectively lent out by

17 Lowestoft to The Hague. And then on the 1st of
18 March, | formally took my leave from Shell and
19 reentered my service as effectively a consultant
20 contractor in doing the audit job.

21 That meant that from then on, my
22 pension was fixed, my pension had been built up
0149

1 over the previous 32, 33 years, and it was by all
2 accounts agood pension that | could expect to
3 live on without any problem.

4 Q. Now, when you became the Group

5 Reserves Auditor, was this afull-time position
6 or?

7 A. No, it wasnot.

8 Q. Itwasapart time position?

9

A. Yes.
10 Q. How many hours were you expected to
11 put into the position on ayearly basis?
12 A. Inthe order of 40 to 50 percent of
13 my time.
14 MR. BEST: And when you say your
15 time?
16 THE WITNESS: Oh, the normal office

17 time that one would have available, which is 40
18 hours aweek times 52 weeks minus the amount of
19 holiday. It was something in the order of 1800 --
20 yeah. 1800 hoursin ayear, something like that.

21 So divide that by the percentage
22 that | told you.
0150
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BY MR. HABER:

Q. Now, amoment ago you said that the
Group Reserves Auditor position was not a regular
career job.

Do you have an understanding as to
why?

A. Inorder to maintain independence.
The position in principle could make
recommendations that would not have been to the

liking to management in the company or management
of the central office.

And humans being what they are,
that could then be feared to be having an effect
on my future career, which incidentally is
precisely what is happening to the auditors that
are working for Shell now.

But leave that aside.

So that was a very sound basis on
which to set a candidate up as aindependent
reserves auditor.

Q. Now, wasthere atransition period
between you and Mr. De laMar?

0151
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A. No, effectively not, no. Hewas
tooiill.

Q. Didyou have any communication with
him before you began concerning what the job
entailed, what the responsibilities were?

A. | had atelephone conversation with
him. And he sent me -- as aresult of that
telephone conversation, he sent me an E-mail with
some hints and tips.

Q. Doyou recal the general sum and
substance of what that E-mail said?

A. Noistheshort answer. What | do

recall that particular E-mail didn't really
contain information that was totally new to me.
Because | think it's also useful to
bear in mind that this job of Group Reserves
Auditor wasn't new to mein the sense that | knew
what it was about.
| had experience in my successive
positions as Senior Reservoir Engineer and
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reservoir engineering manager, | had been the

subject of a group reserves audit both in my time

0152
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in Sarawak and Brunel. So Sarawak in the late
"70s and in Brunei in around 1990.
My two different then group
auditing incumbents, one of them was Ad de laMar,
when | wasin Brunei, and the previous one was
Jaan Nesselaar who was the predecessor --
predecessor of Ad delaMar.
Q. Andwere both predecessorsto you
reservoir engineers?
A. Yes.
Q. Now, other than the E-mail that you
had with -- E-mail communication that you had with
Mr. DelaMar, did you receive any training from
Shell on how to perform the duties and
responsibilities of the Group Reserves Auditor?
A. No. AndIl must say | didn't expect
that, nor indeed did | feel in any way
uncomfortable with that.
Because you must be reminded, by
that time | had clocked up something like 25 years
asaReservoir Engineer. | had seen many, many
Shell operations. | had built up alot of

0153
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expertise mysalf.
| had in fact in 1993 actively
participated in issuing the set of reserves
guidelines that were put up then. Therewasa
major new release so to speak of the guidelines,
which | had factored after.
So | felt fully qualified to take
on this particular job, as held also by my
predecessors who were of similar qualifications
when they took up that particular job.
Q. When you had started the position
or just prior to starting that position, had you
received any training on the requirements under
Rule 4-10, regulation SX?
A. | think in answering that, | must
refer you again to the background of the
understanding that Shell had reached with the SEC
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when Rule 4-10 wasfirst published, and that is

that Shell essentially made their own
interpretation of Rule 4-10 to alarge extent

based on probabilistic reserves estimating, which
was a method that had been used in Shell for quite

0154
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some considerable time.

That doesn't mean of course that we
weren't and that | wasn't -- was not aware of the
SEC Rule 4-10.

We were, because they were included
as an appendix in the successive reserve
guidelines that were issued by Shell to operating
companies and to staff in the operating companies.

Q. Whenyou started as Group Reserves
Auditor, were you amember of any professional
organization, such asthe SPE?

A. | wasamember of SPE, yes.

Q. Doyourecal at or about the time
you started as Group Reserves Auditor, attending
any meetings of the SPE?

A. Yes. | attended a-- inthe course
of '99, aworkshop on probabilistic reserves
estimates organized by the SPE in Houston.

Q. Doyourecdl if there were any
representatives from the SEC at that workshop?

A. | amfairly certain there were, but
| can't be sure.

0155
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Q. Doyourecal at the time you
started as Group Reserves Auditor, reviewing any
articlesin journals that were published by the
SPE concerning SEC reserves reporting
requirements?

A. No. Short answer, no. By this, |
mean no, | can't remember. | may have done, but
it doesn't stand out in my memory.

Q. Doyou recall reviewing any
publication that was published by the SPE during
your membership?

A. Againthere no. | can't remember.

Q. Do you recal when you became a
member of the SPE?
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15 A. Yes. That wasway back in Sarawak.

16 That wasin 1978.

17 Q. Anddidyou maintain your

18 membership through your tenure as Group Reserves
19 Auditor?

20 A. Yes | amstill amember.

21 Q. Now, again, going back to the

22 beginning of your tenure as Group Reserves

0156

1 Auditor, did you review Shell's guidelines when
2 you first started?
3 A. | certainly read through them.
4 Q. Doyou recal having any
5 discussions with anyone about the requirements
6 that werein the guidelinesfor Proved Reserves
7 reporting?
8 MR. BEST: | am sorry. Canyou
9 repeat the question?
10 MR. HABER: Sure.
11 BY MR. HABER:
12 Q. Doyourecal having any
13 discussions with anyone about the requirements
14 that werein the guidelines for Proved Reserves
15 reporting?
16 MR. BEST: Inside or outside of
17 Shell or anyone?
18 MR. HABER: Inside or outside of
19 Shell.
20 MR. TUTTLE: Limiting to that time?
21 MR. HABER: Yes. Thisisat the
22 time he started.
0157
THE WITNESS:

A. | can't remember specifically. But
| am sure | must have -- Remco and I.

Remco, who was the reserves
coordinator at the time when | started the job,
must have had from time to time had some
discussions about specific pointsin the -- in the
guidelines.

BY MR. HABER:
10 Q. Doyourecdl at any time, when you
11 first started as Group Reserves Auditor, comparing

©CoooO~NOOLPA~WNPE
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Shell's guidelines against Rule 4-10 to seeif

Shell's guidelines were compliant with Rule 4-107?

A. Yeah. Infact, this had aready
been done before me as | am sure you are aware,
that there was at that time, and there till is, a
comparison, or there still was at my time, a
comparison between the SEC guidelines and the SEC
definition and the interpretations by Shell.

S0 yes.
Q. Hadyou donethat?
A. No. Itwasaready there
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beforehand.

Q. Didyou ever review that analysis
to determine if that analysis was correct?

A. Notimmediately. | mean, | read
through it and | didn't see anything that struck
me as being inappropriate.

But in the course of the year 2000,

and particularly as aresult of an audit in SNEPCO
in Nigeria, | began to realize that these
guidelines could be improved.

Q. Andthisrealization, did this
involve an analysis of SEC definitions?

A. Yesistheshort answer. Now, |
would submit that an analysis of SEC definitions
sounds arather grandiose term of what isin all
fairness afairly oblique, fairly vague set of
rules.

The most important word in the

original SEC definitions, the original Rule 4-10
definitionsis the word "reasonable certainty."
And it gives one or two specific examples, one of
them isthis LKH issue that we touched on earlier.

0159
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And there are one or two other
examples of asit happened for the portfolio of
Shell of relatively minor importance.

But the rest of the rule was vague
such that it was felt -- already as early as 1978,
that it was felt that it was insufficient to just
send out to the troops.

It had to be accompanied by amore
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I, Anton Barendregt, am a deponent in
the foregoing video deposition, Volumel. | have
read the foregoing video deposition, and having
made such changes and corrections as | desired, |
certify that the transcript is atrue and accurate
record of my responses to the questions put to me
on Monday, February 19, 2007.
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21 Signed
22 ANTON BARENDREGT
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certify that | took the stenotype notes of the

foregoing deposition and that the transcript
thereof isatrue and accurate record transcribed
to the best of my skill and ability.
| further certify that | am neither

counsel for, related to, nor employed by any of
the parties to the action in which this deposition
was taken, and that | am not arelative or
employee of any attorney or counsel employed by
the parties hereto, nor financialy or otherwise
interested in the outcome of the action.

FREDERICK WEISS, CSR, CM

DATE
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2 On behdf of Peter M. Wood, lead Plaintiff, and

VIDEOTAPED DEPOSITION UPON
ORAL EXAMINATION
OF
ANTON BARENDREGT
VOLUME I
Taken on:
Tuesday, 20 February, 2007
Commencing at 10:02 am.

Taken at:
The Hague Zurich Tower
Muzenstraat 89

2511 WB The Hague
The Netherlands
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10 East 40th Street

New York, New York 10016
Telephone: (212) 779-1414

On behaf of the Witness and the Shell Defendants:

JONATHAN R. TUTTLE, ESQUIRE
DAVID C. WARE, ESQUIRE
Debevoise & Plimpton, LLP

555 13th Street N.W.

Washington, D.C. 20004
Telephone: (202) 383-8124
EARL WEED, ESQUIRE

ROYAL DUTCH/SHELL
In-House Counsel
RALPH C. FERRARA, ESQUIRE

LESLIE MARIA, ESQUIRE
LeBoeuf, Lamb, Greene & MacRae, LLP

1875 Connecticut Avenue, N.W.
Suite 1200

Washington, DC 20009-5728
Telephone: (202) 986-8020
JAMES EADIE

Blackstone Chambers
Blackstone House

Temple
London EC4Y 9BW

Telephone: (44) (0) 20-7583-1770

1 On Behalf of the Witness personally:

2

3

4

5

STEPHEN A. BEST, ESQUIRE
LeBoeuf, Lamb, Greene & MacRae, LLP
1875 Connecticut Avenue, N.W.

Suite 1200

Washington, DC 20009-5728
Telephone: (202) 986-8235

6 On Behalf of PriceWaterhouseCoopers:

~

8

DEREK J.T. ADLER, ESQUIRE
Hughes & Hubbard
One Battery Park Plaza,
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10 On behalf of KPMG Accountants N.V.:
11 W. SIDNEY DAVIS, JR., PARTNER
NICHOLASW.C. CORSON, ESQUIRE
12 Hogan & Hartson, LLP
875 Third Avenue,
13 New York, NY 10022
Telephone: (212) 918-3606
14
On Behalf of Judith Boynton:
15
REBECCA E. WICKHEM, ESQUIRE
16 FOLEY & LARDNER, LLP
777 East Wisconsin Avenue,
17 Milwaukee, WI 53202-5306
Telephone: (414) 297-5681
18
On Behalf of Sir Philip Watts:
19
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1 INDEX

2 DEPONENT

3 ANTON BARENDREGT

4 Examination Page No:
Examination by Mr. Haber (continued) 171

EXHIBIT INDEX
EXHIBIT Page No:

Barendregt Exhibit 5 - 218

11
SIEP B.V. document entitled "Petroleum

12 Resource Volume Guidelines Resource
Classification and Value Realisation" bearing

13 Bates Nos. PER00070810 - PER00070880

14 Barendregt Exhibit 6 - 219

15 SIEP document entitled " Petroleum
Resource Volume Guidelines Resource

16 Classification and Vaue Realisation” dated
September 2000 bearing Bates Nos.

17 PERO00081330 - PER00081360

18 Barendregt Exhibit 7 - 219

19 Document marked "Shell Confidential" entitled
"Petroleum Resource Volume Guidelines Resource

20 Classification and Vaue Realisation” bearing
Bates Nos. RIW01000924 - RJW01000971

21

22
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1 | ND E X - continued

2 EXHIBIT INDEX

3 EXHIBIT Page No:

4
Barendregt Exhibit 8 - 220
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5

Document marked "Shell Confidential" entitled
6 "Petroleum Resource Volume Guidelines Resource
Classification and Value Readlisation" dated
7 April 2002 bearing Bates Nos. LON01470137 -
LONO01470175
8
Barendregt Exhibit 9 - 220
9
Document marked "Restricted to Shell Personnel
10 Only" entitled " Petroleum Resource Volume
Guidelines Resource Classification and Value
11 Realisation" dated September 2003 bearing
Bates Nos. RIW00762369 - RIW000762415
12
Barendregt Exhibit 10 - 220
13
Document marked "Shell Confidential" entitled
14 "Guide for the Administration of Proved
Reserves and Production for External
15 Disclosure" bearing Bates Nos. RIW00122185 -
RJW00122208
16
Barendregt Exhibit 11 - 287
17
"Draft Note" dated 19 Oct 2000 including
18 Attachments 1, 2, 3 authored by Anton
Barendregt bearing Bates Nos. PER00070670 -
19 PERO00070689
20 Barendregt Exhibit 12 - 296
21 "Draft Note" dated 21 Nov 2000 authored by
Anton Barendregt with Attachment 1 bearing
22 Bates Nos. PER00020307 - PER00020309
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1 | ND E X - continued
2 EXHIBIT INDEX
3 EXHIBIT Page No:
4

Barendregt Exhibit 13 - 299
5

"Note" dated 5 Dec 2000 authored by Anton
6 Barendregt with Attachments 1, 2 and 3
Bearing Bates Nos. RIW00060528 -
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7 RJW00060538

8 Barendregt Exhibit 14 - 302

9 E-mail string from Anton Barendregt to
David Christie regarding Draft Audit

10 Note, and attached "Draft Note"
Dated 21 Nov 2000 authored by Anton

11 Barendregt with Attachments 1, 2, 3
Bearing Bates Nos. PER00081987 -

12 PER00081997

13 Barendregt Exhibit 15 - 316

14 "Note" dated 8 Feb 2000 authored by Anton
Barendregt with Attachments 1 - 7 bearing

15 BatesNos. V00280131 - V00280144

16 Barendregt Exhibit 16 - 329

17 "Note" dated 31 Jan 2003 authored by Anton
Barendregt with Attachments 1 - 7 bearing

18 Bates Nos. V00010650 - V00010666

19 Barendregt Exhibit 17 - 331

20 Document previously marked as Darley Exhibit
25, the front page of which being an E-mall

21 From Jeroen Regtien to John Darley Subject
Gorgon Reserves bearing Bates Nos.

22 /00321087 - V00321104

0171

1 PROCEEDINGS --

2 THE VIDEOGRAPHER: Thisisthe

3 beginning of Volume Il, videotape number 3 in the

4 deposition of Anton Barendregt. Today's dateis

5 February 20, 2007. Thetime ontherecordis

6

7

8

9

10:02 am.
Please proceed.
EXAMINATION BY MR. HABER - continued
BY MR. HABER:
10 Q. Good morning, Mr. Barendregt.
11 A. Good morning.
12 Q. | amgoing to continue with the

13 questioning that we left off with yesterday on
14 your audits and when you first began in the
15 position as Group Reserves Auditor.

16 So | just want to give you an idea
17 of where we are going to start.
18 Now, when you started, in that

19 period right before you started as Group Reserves
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Auditor, did you review any documentsto help

acclimate yourself to the position?
A. No, because| had no timefor it.

0172
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22

| had another job to do.

But of course, in the time that |
was in The Hague so to speak on loan from
L owestoft to SEIP in January, | did read through
various documents, most notably the reserve
guidelines as they were available at that time,
the Shell reserve guidelines.

Q. Inthoseguidelines, were they 1998
guidelines?

A. They would be, yes.

Q. Now, at any point when you first
got into the position, did you receive any
training on how to perform an audit?

A. Short answer isno, no. Not as
such, no.

Q. Didyou meet with anyone from KPMG
when you first started in your position as Group
Reserves Auditor?

A. Yes. | met Egbert Eeftink,
E-G-B-E-R-T, E-E-F-T-I-N-K.

Q. AndwhoisMr. Eeftink?

A. Hewasat that time one of the

0173
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partners of KPMG in the Netherlands.

Q. Do you recal when you met with Mr.
Eeftink?

A. Not the precise period, but it
would have been during that period in January.

Q. Doyou recal the sum and substance
of what was discussed during that meeting?

A. Therewere severa meetings, and
most notably of course the one at the end of
January or early February where | would make my
report on the process of getting together all
these -- all these reserves data.

But before that, | cannot remember
precisely when that was or what the subject was.
It must have been just general introduction and
getting to know each other, those sort of things.
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17 Q. Doyourecall Mr. Eeftink

18 providing you with any guidelines on how to
19 perform an audit?
20 A. No.
21 Q. Just sotherecordisclear, | just
22 want to make sure there is an understanding; when
0174
you say that there was several meetings, there was
an initial meeting, sort of get-to-know-you
meeting, and then there were other meetingsin
connection with the ARPR process?

A. Yes

Q. When you became the Group Reserves
Auditor, did you have to sign a contract with
Shell?

A. Yes.

Q. Doyou recal how long aperiod of
time you were -- you would be contracted to
perform the duties as Group Reserves Auditor?

A. The contract was a contract that
Shell had with a number of people, typically
ex-employees or pensioned employees.

It would be best be described as a
call-off contract of their services at that time,
essentially providing for adaily rate or an
hourly rate and a duration which typically would

20 be one year, extendable by mutual consent.
21 Q. And sowhenyou signed the

22 contract, it was for one year?

0175
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It wasinitially for one year, yes.
Was that contract extended?
Obviousdly, of course. Yes.

Who did you negotiate the contract
with?

> 0 »0»

There wasn't any negotiation at the
time. At the time, those contracts were very
tightly controlled by the personnel function.

And in particular, what they didn't
want to seeis that people who were laid off |ater
on came back being at what they feel was
extortionist rates. So they were very strictly in
control of these contracts. In fact they would

=
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hold the contract so to speak.

And in particular, the rate was
tightly controlled as by its being a calculation
of my previous Netherlands salary divided by the
number of days that | would normally have worked
in the Netherlands at that time.

Q. Now, you say at the time those

contracts were tightly controlled.

Did that subsequently change over

0176
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time?

A. | don't know what itisnow. | do
know that in the last year, when | -- in my last
year which was in 2003, my pension had already
started. | initially or originally had said to
Remco and his boss, Wouter van Dorp -- | think his
name has come up before.

Q. Ithinkit's W-O-U-T-E-R?

A. W-O-U-T-E-R.

-- that | was intending, | was
expecting to do thisjob for about four years, and
then my pension would start, and then we would
review the situation then.

So after these four years, | said
to Frank Coopman, who was by that time in charge
of reserves reporting, "l am ready to quit."

Frank Coopman wasin finance. He
was the head of EP Finance. There had been a
change in the reporting relationships when he
arrived on the scene.

Instead of me reporting to the head
of the department that was doing the internal and

0177
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external reporting of reserves and other matters,
| was now reporting to the head of finance, head
of EP Finance and that was Frank Coopman.

In that year, | said that | wanted
to continue one year, but at a higher rate, to
negotiate at a higher rate. | looked around me
and saw indeed the rates, the going ratesin the
industry, and | negotiated the higher rate with
Frank Coopman for one more year.

But | made it clear then, thiswas
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11 at the beginning of 2003, that this was going to

12 be my last year and they better start seeking a
13 replacement for me by the end of the year. So
14 that's what was happening.
15 And then so for that rate, which
16 wasthen clearly in excess of what personnel would
17 have liked meto take, they were overruled. |
18 would imagine | don't know what sort of discussion
19 took place.
20 Q. And the conversation that you had
21 with Mr. Coopman, that wasin late 2002, early
22 2003?
0178
A. Correct, yes.
Q. Do you know who succeeded you in
your position as GRA, Group Reserves Auditor?
A. A wholegroup of people. Theway |
understand it is now set up is that reserves
auditing is brought under the control of Group
Audit. And there are two teams of approximately
five or six people, so something liketento 12
altogether, who go around and do a complete and a
comprehensive annual check of all the reservesin
the group.
They have external participation
but also internal -- mostly internal
participation.
Q. Isthereapersonwhoisin charge
or heads the Group Audit function?
A. Yes. | don't know -- don't
remember the name, no. You are talking now?
Q. Widll, actually, my question really
20 iswith regard to 2004 when you left?
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21 A. Yes Therewasapersonin charge.
22 | forget his name.
0179

1 Q. Didyou have any input into who

2 this person who would head the Group Audit
3 function would be?

4 A. No. No.

5 Q. Doyouknow if thispersonisa

6 full-time employee of Shell?

7 A. Thehead of Group Audit certainly
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8 wasafull-time employee, yes. Yes.

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

Q. Do you know who that person
reported to?
A. No. No.
Q. And--
A. Itwasanorganization. | think it
was -- bear in mind it was an organization that |
had relatively little to do with.
Although, at the instigation of
Frank Coopman, | did start to send my reports to
Group Audit, somewhere during | believe it was
either late 2001 or in the course -- | am sorry,
late 2002 or in the course of 2003.
| am sorry. | would have to look
up from my reports who that person was, but heis
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clearly listed as one of the addresseesin my
reports.
But other than that, | had very
little to do with them. So precisely how they
organized themselves, | honestly don't know.
Q. Haveyou heard of aReserves
Committee?
A. Yes Yes That wasset up by
Frank Coopman in the course of late 2002, early
2003, | think.
Q. Anddidyou serve on the committee?
A. Yes.
Q. Youwereafull member or an
advisory member?
MR. TUTTLE: Objection to form.
MR HABER: | am sorry. Let me
rephrase.
Q. Wereyou afull member?
A. Asfaras| remember, yes. Yes.
Q. Didyou serve asamember of a
committee in an advisory capacity?
A. Yes. Yes. | had no executive

0181

1
2
3
4

powers, so yes. Yes.

Q. Isthere adifference between the
Reserve Committee function and the Group Audit
function that you just described?
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A. No. | sat there as Group Reserves

Auditor, so in my capacity as Group Reserves
Auditor.

Q. No. My questionis: Wasthe
committee, the Reserves Committee --

A. Yes.

Q. -- wasthat the same as the Group
Audit function?

A. Oh, beg your pardon. No. No.

Q. Wasthere any interaction between
the Reserves Committee and the Group Audit
function?

A. | amnot really the person to ask.

Y ou would have to ask the head of the Reserves
Committee, who was Frank Coopman, and he was
taking care of the dealings asfar as | knew with
the group auditors committee.

Q. For the record, who was Frank

0182
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Coopman and what was his position at the time?

A. Frank Coopman was the head of EP
Finance. He arrived, he took over from his
predecessor in somewhere in the middle of 2002, |
believe.

Q. Now, in terms of reporting, when
you first started as Group Reserves Auditor, who
did you report to?

A. Tostart with, | reported to Wouter
van Dorp, the name that we mentioned, who was in
charge of reserves and business reporting,
particularly in the reporting of the amalgamation

13 of financial and production forecasts and the
14 like. Remco Aalberswas reporting to the same
15 person at that time.

16 Q. Now, Mr. Aalbers was the Group

17 Reserves Coordinator?

18 A. Correct, yes.

19 Q. AndMr. Van Dorp, hewasin EPB,
20 which | believe was EP Business Planning?

21 A. | forget what the reference

22 indicators were, but it could well be as you said.
0183

1 Q. Did your reporting change over
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time?

A. Yeah. After anot too long period,
Wouter van Dorp left the company and he was
succeeded by Aidan McKay.

Q. Anddo you recall when you began
reporting to Mr. McKay?

A. Not precisely the dates, but it
must have been somewhere in either late '99 or

early 2000, something like that.

Q. Andhow long did you report to Mr.
McKay?

A. Until heleft for the US and he was
taken over by -- he was succeeded by Jaap Nauta, |
believe.

Q. Andhow long did you report to Mr.
Nauta?

A. A year, year and-a-half, something
like that. | don't know the precise datesin my
head. The neatest trail isjust to go and look
through my audit reports and then you can pretty
well see when one took over the year.

0184
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Q. Anddo you know who succeeded Mr.
Nauta?
A. Yes Butl forgot his name.

Q. Isit Macolm Harper?

A. No. No. ItwasaDutch man. |
would have to look in my reports, sorry.

Q. Now, did you have -- | understand

in Shell, it's called a dotted-line report.

Was there someone who you also
reported to who wasn't a straight-line person
above you?

MR. TUTTLE: Objection to form.
THE WITNESS:

A. Notredly, no. Thesewerethe
persons | had to deal with on a day-to-day basis.
BY MR. HABER:

Q. Other than your annual reports, did
people in the position that you just identified
for the record, did they require to you file any
other reports to them identifying the activities
and conduct of what you had performed throughout
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the year?
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MR. TUTTLE: Objection to form.
THE WITNESS:

A. Thereportsthat | issued were the
reports of the actual company audits, which are
well known and which all have full access to, and
the reports at the end of the year, which again
you have all seen.

Those were the two types of
reports. And then of course there were my monthly
statements regarding the number of hours worked
and et cetera. But that was separate.
BY MR. HABER:

Q. How would you describe the level of
supervision that these people that you reported to
gave to you during your tenure?

MR. TUTTLE: Objection to form.
MR. BEST: Objection to form.

MR. WARE: Objection. Foundation.
THE WITNESS:

A. | would morecdl it -- my
relationship with, say, the Group Reserves
Coordinator's supervisor was hands off. | would

0186
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meet him irregularly and not too frequently,
mostly in the end of year period in January, then
we would have a number of meetings.
But my day-to-day contacts were
with the Group Reserves Coordinator.
Q. How would you describe your
interaction with the Group Reserves Coordinator?
A. | would moredescribeit as
cooperation. If | had for instance any concerns,
any questions, | would go and see him and he would
either share my concerns or give me an answer or
whatever.
Anyway, we had an effective and |
think even very cooperative way of working with
each other.
Q. Now, you have mentioned Remco
Aalbersand | believe yesterday you mentioned that
there was a gap after Mr. Aalbers.
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A. Mm-Hmm.

Q. Do you recall who were the people
that filled that gap until a more permanent person
was placed in that position?

0187
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A. Yes. Remco Aaberswasfirst,
succeeded by Leigh Yaxley. Hedid not last very
long. He came on the scene, | believe, on the 1st
of April, 2001. And he left somewhere in November
2001.

Q. Who--

A. AsI| mentioned yesterday, it was
because of personal and home problems that he felt
he could not continue his job with Shell.

Q. Andwho filled that space, that
void, after Mr. Yaxley left?

MR. TUTTLE: Objection to form.
THE WITNESS:

A. It was Jan Willem Roosch who was
helping out over the period of the end of 2001
reserves reporting, because at that time there was
no reserves coordinator; and the end of year
period is obviously avery busy period and they
needed someone, so it was Jan Willem Roosch.

Q. What wasthe level of interaction
you had with Mr. Roosch?

A. Slightly more at the distance than

0188
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with Remco Aalbers, | would say. We knew each
other. We had met. In fact, we had even shared
an office at one stage in the distant past.

Let'sjust say that Jan Willemis
more of apeople -- more of aman that keeps
people at the distance than Remco Aalbersis.

Q. Who succeeded Mr. Roosch? | am

sorry. Who succeeded him?

A. Oh, who succeeded him? There was,
after another interval, it was John Pay, who as it
happens, also started on the 1st of April, |
believe, in 2003 -- 2002, beg your pardon.

Q. Andwhat wasthelevel of
interaction you had with Mr. Pay?
A. Excdlent, yes. Pretty muchlikel
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16 had it with Remco Aabers.

17 Q. Didyou haveto report --

18 withdrawn.

19 Did you report to KPMG during your
20 tenure?

21 MR. TUTTLE: Objection to form.
22 THE WITNESS:

0189

A. | sental my reportsto KPMG, so
yeah. Inthe strictest sense, yes, | did report
to KPMG.

BY MR. HABER:
Q. Other than through your reports,
was there any reporting that you had done with
KPMG?
MR. TUTTLE: Objection to form.
THE WITNESS:

10 A. No.

BY MR. HABER:

Q. Now, during your tenure as Group
Reserves Auditor, who paid your compensation?
A. Theway | interpret that question

Is on whose budget were my costs allocated. That

was distributed. The costs of my visitsto the
operating companies were borne by the operating
companies. And | had set up a system whereby |
would keep tabs of how many hours | would have
20 worked for each of the successive audits.

21 The overhead activities during the

22 year and certainly the end-of-year activities
0190

1 would be charged to Remco Aalbers, hisunit, i.e.
2 to hissupervisor.

3 Q. What do you mean by "overhead

4 activities'?

5 A. Widll, for instance, my involvement

6

7

8

9
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with issuing the new guidelines, all the
activities that couldn't clearly be attributed to
a specific company audit would be what | called
overhead activities.
10 Q. Sowhenyou bill an operating unit,
11 that bill or that invoice would cover your hourly
12 rate and out-of-pocket expenses.
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Isthat correct?

A. Correct, yes.
Q. | believeyesterday you had said
that as Group Reserves Auditor, you were a
part-time employee.
Correct?
A. Yes.
MR. TUTTLE: Objection to form.
Characterization of the testimony.
BY MR. HABER:
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Q. Didyou believe during your tenure
that you could devote sufficient time to
performing the duties and responsibilities of a
Group Reserves Auditor on a part-time basis?
A. | think we must realize that the
system of a part-time Group Reserves Auditor had
been in operation for Shell for 25 years at the
time. And there never had been any reason for
Shell to have second thoughts about a system.
And therefore, | hadn't come across
any instances where | felt that, say, alarger
amount of effort had to be spent on these audits.
As| explained earlier, my audits
were of aform where | would sit around the table
with a group of engineers describing a certain
field; and with my experience and with the
knowledge and the experience of the people around
the table, it would be very quickly possible for
me to get agood technical picture of thefield in
question and of the way in which the reserves
estimate for that field was put together.
Asl said, | didn't go checking

0192
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individual details, like did they use the right
values of porosity or permeability or any of the
other parameters that you need in asimulation
model.

But | did ask them how, for
instance, they put together the various data that
had come in from, for instance, drilling wells,
how that had been put together into the ssmulation
model.
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10 MR. FERRARA: | am sorry. Had he
11 finished his answer?
12 THE WITNESS: Effectively, yes. |

13 am just describing this process yet again, to say
14 that | felt avery effective transfer of knowledge
15 and data did take place during those audits, and
16 that | didn't need -- | didn't feel the need to
17 have amuch more thorough detailed investigation
18 of those simulation models and whatever else the
19 company was doing.
20 BY MR. HABER:
21 Q. Over the course of your tenure, did
22 you come to have second thoughts about having
0193
sufficient time to perform your duties as a Group
Reserves Auditor?

MR. BEST: Objection. Asked and
answered.

MR. TUTTLE: Objection to the form.
Asked and answered.
BY MR. HABER:

Q. Youcan answer.

A. Thisquestion sounds very much like
aquestion you aready asked me yesterday.
Towards the end of my tenure, towards the end of
2003 when it became clear that there was alarge
proportion of our reserves that didn't fulfill the
requirements of having, say, afirm development
plan or even FID, it became clear to me that there
was certainly awhole areain the portfolio of our
reserves that needed alot closer 1ook.

So on that basis, | recommended
that we would have need at least a doubling of
20 manpower in the Group Reserves Auditor. That
21 recommendation was taken up -- more than taken up,
22 because now as| explained to you, they have two 5
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0194

1 to 6 man teams, and they till have those.

2 Q. During the year, how many audits
3 did you perform of Shell operating units?

4 A. Everything between seven and ten.
5 Q. How did you determine which

6 operating unitsto audit?
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A. Therewasafixed schedule. The

principle was that every operating unit was
visited once every four years. There was an
exception to that when | started, when alarge
backlog of these audits had been built up because
of theillness of my predecessor.

And it was felt that we had to
gradually catch up on that audit, on that backlog.
So initially, we had a system whereby the larger
operating companies would continue on their four
year schedule. | would just continue that with
the -- from the previous, the previous schedules,
and the smaller operating companies would be
delayed dlightly by either oncein five years or
oncein six years.

But after afew years, that backlog

0195
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had been cleared. | reported on those -- on that
schedule every year in my end of year report. So
you can see the details there.

Q. Now, you say that this was based on
afixed schedule. Who created the schedul €?

A. | maintained it and reported it or
proposed it rather for the coming year. So each
year, at the end of the year, | proposed a
schedule for the coming year and agreed that with

the external auditors and with the Group Reserves
Coordinator.

Q. Sothe proposal was made to the
Group Reserves Coordinator and the external
auditors?

A. Primarily to the external auditors.

Q. Andwasit KPMG that you made the
proposal to?

A. Both, KPMG and
PriceWaterhouseCoopers.

Q. Who at PriceWaterhouseCoopers did
you communicate with?

22 A. lamsorry. What?

0196

1 Q. lamsorry. Who at

2 PriceWaterhouseCoopers did you communicate with?

3

A. Steve Johnson.
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Q. Washethe primary contact?

A. Yes. Bearingin mind that the
contact with PriceWaterhouseCoopers was mostly
concentrated -- in fact, was concentrated at the
end of theyear. So at the end of January, a
meeting that we had with the external auditors was
in fact the only time in the year that | would see
Steve Johnson.

Q. Do youknow aBrian Puffer?

A. Hewas Steve Johnson's predecessor
| believe.

Q. Andhewasalso at
PriceWaterhouseCoopers?

A. Asfaras| remember, yes.

Q. Andwhen you made the proposal for
the upcoming year schedule of audits, you sent it
to Mr. Johnson?

A. Yes.

Q. And before him, Mr. Puffer?

0197
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A. | hopethat'sright. Brian Puffer
was before Steve Jones. | am sure somebody around
the room can tell me.
MR. TUTTLE : Just your best
recollection, that's all we're after.
MR HABER: That's all we're after.
Q. Now, did you ever make exceptions
to the schedul e?
A. Exceptionsto the rule of once
every four years --
Q. Yes
A. --you probably mean?
Q. That'scorrect.
A. Yes. Therewas oneinstance during
the end of 2002, | believe, when there was a
remark in one of the E-mailsthat we received from
SNEPCO in Nigeria, where there was a discussion
whether they could book a newly-discovered field,
anewly-discovered field for reserves, for proved
reserves.
And we, the Group Reserves
Coordinator and myself, effectively told them no,

0198
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you can't do this, because the maturity isjust

simply not sufficient to allow us to do that.

And they came back with the remark
saying, Oh, but we booked -- | believe it was
Erha, one of the other fields -- "We booked Erha
in this manner last year".

And indeed, they had. It had just
slipped through, or sipped through in the sense
that they had made a booking.

It was made clear that it was a new
field, but there was no reason for us to have any
opinion about that booking, not until | would come
and visit SNEPCO, which would be a couple of years
later.

So when he made this remark, that
really made us sit upright. We said: Clearly
there is something funny.

Now, | was dueto visit SNEPCO in
2003. But because of thisremark, | proposed that
we move the audit forward to 2002, and that is
what has happened.

Q. Other than the SNEPCO situation,

0199
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can you recall any other instances where you made
an exception to the schedule of once every four
years for an audit?

A. Not off-hand, except perhaps for
Nigeria, my first visit to Nigeriaas PDC wasin
1999. And my predecessor had visited Nigeriain
1997 and had made the recommendation that Nigeria
be visited again in 1999.

So that in itself was a change from
the four-year rule.
Q. But onceyou got into the position,
did you audit SPDC sooner than four years?

A. Apart from my first audit, no. No.

Q. Didyou do any follow-up with
operating units after you conducted an audit?

A. No. No. | considered that to be
the responsibility of the operating unit concerned
and of the reserves coordinator, and the general
reporting relationship that that company had with
the central office.
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Q. If you made -- when you made

recommendations in your operating unit reports,
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did you follow up to see if those recommendations
were implemented?

A. Likel said, no. My responsibility
was to go out, find, and report. But | had no
executive powers directing companies to do this,
that or the other.

Q. During your tenure as Group
Reserves Auditor, did you ever come to question

the propriety of conducting audits of the
operating units on afour-year cycle?
MR. TUTTLE: Objection to form.
THE WITNESS:

A. Again, there, we must bear in mind
that this had been a system that had been in
operation with Shell without any complaints from
anywhere for 25 years.

Having said that, when in 2003,
which was my fifth year in the position of Group
Reserves Auditor, | went and visit some companies
that | had also visited in my first year, because
the four-year cycle.

And that'swhen | found that in
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cases where the reserves coordinator of that
particular company was still the same position,
was still held by the same person, there were very
few complaints or changes.
But in quite a number of companies,
you would find that that position had changed, and
that -- or the person holding the position had
changed.
And | was surprised by the amount
of change that a new person sometimes could and
would have introduced in the reporting procedures
in that company.
So that's when | began to -- that's
also when | began to realize that perhaps once
every four yearsis not enough, but it wasn't
until the fifth year.
BY MR. HABER:
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Q. Inpreparing the schedule, did the

efforts of the operating unit reserves coordinator
factor into how you scheduled the audit for that
particular operating unit?

A. | amsorry. Canyou rephrasethe
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question?
Q. Yes. When you prepared your
schedule each year --
A. Yes
Q. -- didthe person who served as the
operating unit reserves coordinator factor into
how you scheduled the audits?
MR. TUTTLE: Theidentity of the
person?
MR HABER: Yes. Who the person
was.
THE WITNESS:
A. Yes. Typicaly, oncel had agreed
the schedule with the external auditors and the
Group Reserves Coordinator at the end of January,
| would approach the operating companies and tell
them that they were due for an audit in the course
of the year, and | would explain to them -- pretty
much along standard text, | would explain to them
what the audit entailed, and what sort of measures
| would expect to be present, what sort of
information | would need; and first and foremost,
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of course what would be a suitable date for them.

Q. Did you have this communication
with them before the schedule was finalized with
the external auditors?

A. No. Usudly it was the other way
around, usually. Sometimes | may have approached
a company beforehand.

Q. A moment ago | asked you about
recommendations that you would make after an

audit. Whose responsibility was it to implement
those recommendations?

A. The operating company.

Q. Now, asthe Group Reserves Auditor,
were your duties and responsibilities written down
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in any particular place in Shell?

A. Yes. Thereweretwo documents, one
of them was Terms of Reference for my audit.
They were published each year in
the Group Reserves Guidelines.
And there was a separate set of
Terms of Reference for the group reserve auditor
position.
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Q. Andwhere was that separate set of
Terms of Reference?
A. Itwasn't -- it wasresiding on my
computer for one, but it wasn't a set of formally
enshrined in any particular document, but it
certainly was available to all the persons
concerned, Group Reserves Coordinator, et cetera
et cetera
Q. Thisdocument that you are
referring to that was on your computer, was this
something that you had created?

A. 1 would have put up the first draft
of it. It started with asimilar Terms of
Reference that had already been in existence with
my predecessor, and | changed it.

There have been over theyears a
number of changes, always agreed obviously with
the Group Reserves Coordinator and his supervisor,
and when Frank Coopman who came on the scene
agreed with head of EP Finance.

One particular change for instance
that came in was that when the group Reserves

0205
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Committee was set up, and | had to take part in
that committee or | was asked to take part in that
committee as well, and then he added it to another
paragraph in my Terms of Reference.

Q. TheTermsof Reference that were
attached to the group guidelines, did you draft
that Terms of Reference each year?

A. Yes. | drafted it and received
comments where applicable. It wasfinaly an

agreed document that would go into the Reserves
Guidelines, yes.
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12 Q. Now, whenyou say it was agreed, it

13 was agreed upon with the Group Reserves

14 Coordinator?

15 A. And hisreporting relationship.

16 Ultimately the Group Reserves Guidelines had to be
17 agreed with and sponsored by the group reserves
18 coordinator's supervisor and his two managers

19 abovethat.

20 Q. Whenyou first began as the Group

21 Reserves Auditor, did you create an audit program
22 that you followed with regard to conducting the
0206

1 audits of the various operating units?

2 A. Yes. | found that when looking at

3 the reports of my predecessor, that there seemed

4 1o be an absence of a sort of aframework along

5 which he would generate or conduct these audits.

6 And even though, of course, | was

7 fully aware that reserves estimating isin the

8 last instance is amatter of opinion taking the

9 Reserves Guidelines as aguiding principle, |

10 still felt that some more structure could be

11 applied.

12 Sowhat | didis| setup a

13 checklist spreadsheet along the -- along the

14 various points in the Reserves Guidelines which
15 would alow meto A, make sure that | had covered
16 all the subjects, al the relevant pointsin the

17 reserves estimates; but also to have an attempt at
18 scoring the company against that, and thereby get
19 some sore of an aggregate score.

20 | found that a very useful method

21 tobeA, consistent, and B, comprehensive in doing
22 my audits,

0207

1 Q. Didanyoneassist you in preparing

2 thischecklist?

3 A. No.

4 Q. Didyou passthe checklist over to

5 KPMG for their review before?

6 A. Iltwasapart of my -- afull part

7 of my report that was sent out, so they received
8 the completed checklists.
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Q. My question isbefore --

MR. TUTTLE: Hisquestion was
before you started using.
THE WITNESS:
A. Oh, | can't remember. Certainly if
-- | think in 1999, which was my first year, | set
up this checklist somewhere around February/March,
before | went out on my first visit.
| think the answer isno. | am not
100 percent sure, but | think the answer is no.
They didn't see my checklist until they saw my
first report, which would have been at the end of
April.
Q. Doyou recall anyoneat KPMG
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commenting on the checklist?

A. Inany other sense than just
favorable and a good idea, no.

Q. Did anyone from KPMG ever pass
comment that the checklist was or was not
comprehensive enough?

A. No.

Q. Didanyone from KPMG ever make a
comment about whether the checklist captured all

of the elements of commercial maturity?

A. | don't recal that.

Q. Same question with regard to
technical maturity?

A. | don't recall that either.

Q. Doyou recal anyone from KPMG
commenting on whether the checklist captured the
factors that go into a determination of reasonable
certainty?

A. | don't specifically recal that.

Q. Now, thischecklist that you
created, did it vary from operating unit to
operating unit when you conducted an audit?

0209
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A. It developed over theyears. So if
you were to take my first report and compare it
against the last report, you will see that it has
indeed changed quite a bit over the year -- over
the years.
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Thiswas basically as aresult of

Instances -- no, first as aresult of the changes
guidelines over the years, but also as aresult of
specific instances, specific cases that came up
during my audits where | felt that yeah, this
would probably be another item that | would need
to check.

So yes, it did change, yes.

MR. BEST: | think the question was
did it vary from operating unit to operating unit?

THE WITNESS: Well, effectively,
yes, because it gradually grew.

MR. BEST: All right. But --

THE WITNESS: The operating units
in 2001 would have seen a different list than the
onesin 1999 and in 2003, not grossly different,
but yes, different, more extensive.
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BY MR. HABER:

Q. When you audited an operating unit,
did you review the audit reports from the prior
audits of that operating unit?

A. If | had them available, then yes.
And | say that because | did not have a complete
set of the audit reports of my predecessor. | had
-- | think | had the most recent audit reports,
but not afull set.

| didn't -- | didn't pay alot of

attention to it. | would glance through it and
see whether there was any particular items that
would be relevant to those companies, and that was
for anumber of reasons. A, | wanted to make my
own assessment of the company, my independent
judgment; but B, alot of these companies|
already knew, either because | worked there myself
or because | had been visiting them on my previous
assignment as consultant.

Q. Now, intermsof items that would
be relevant to the companies, what sort of items
areyou referring to?

0211
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A. | amnot surel understand your
question.
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Q. Wadll, let me go back to your

answer. You sad, "l would glance through it and
see whether there was any particular items that
would be relevant to those companies.”
A. Oh, | see. If therewasany
particular finding in one of the previous reports
about something that wasn't entirely asit should
have been, then | would -- | would take that up.
| would register that and say, okay, thisis
obviously something that | needed to check on.
But like |l said, | didn't really

feature it very much, because as | mentioned
earlier, | didn't find the reports from my
predecessor to contain alot of structure. |
didn't find them overly useful.

Q. Now, when you conducted audits,
were these audits performed in the field, that is,
in the operating unit itself?

A. Yes.

Q. Didyou ever perform an audit of
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the operating company from The Hague?
A. Only when the effective working
unit of the working company wasin fact located in
The Hague.
Q. And which operating unit or units
fall into that category?
A. Oh, | don't remember. Pakistan,
there was an exploration venture; Kazakhstan in
2003, 