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11     reporter has handed you what's been
12     marked as Bichsel 10 for purposes of
13     identification.  It is a four-page
14     document bearing Bates stamp RJW
15     00780060 and continuing sequentially to
16     RJW 00780063.  And it also bears the
17     legend "FOIA confidential treatment
18     requested."  I'd ask that you take a
19     look at what's been marked Bichsel 10
20     and look up when you've had an
21     opportunity to review it.  I'd like to
22     ask you some questions, please.
23          A.    Yes, I'm okay.
24          Q.    You see that this is an
25     email, it seems to be from the email
0331
 1                MATTHIAS BICHSEL
 2     pack of or computer of John Darley.
 3     It's an email from Frank Coopman.  It
 4     was sent on December 2nd, 2003, and the
 5     recipients of this email were John
 6     Bell, yourself, John Darley, and with a
 7     cc to John Pay.  The subject is proved
 8     reserves.  The cover email says "Please
 9     find attached our draft note which is
10     now with Walter."  Am I correct in
11     assuming that Walter is Walter van de
12     Vijver?
13          A.    I don't know that you're
14     correct when you assume that.  I assume
15     it is Walter, yes.
16          Q.    Okay.  And it says "No
17     comments as yet.  My functional boss is
18     not happy."  Do you have an
19     understanding of who Mr. Coopman's
20     functional boss was as of December 2nd,
21     2003?
22          A.    I presume he meant the chief
23     financial officer.
24          Q.    And who was that?
25          A.    If my recollect -- I do not
0332
 1                MATTHIAS BICHSEL
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 2     recall who that was at that time.
 3          Q.    Okay.  Can you give me your
 4     best guess as to who that was at this
 5     time?
 6                MS. ASHTON:  Objection.
 7                MR. LUDWIG:  Objection.
 8          Q.    Do you know whether that was
 9     Judith Boynton?
10                MS. ASHTON:  Objection.  If
11     you remember.
12          A.    I cannot remember whether
13     Judy Boynton on December 2003 was chief
14     financial officer or not.
15          Q.    Well let me ask you this.
16     Have you ever had any reason to
17     interact with Ms. Boynton?
18          A.    I met Ms. Boynton once.
19          Q.    And what was the nature of
20     your meeting with Ms. Boynton, do you
21     recall?
22          A.    We were at an investor
23     relations presentation where I gave a
24     presentation, that was on the EP
25     business, where the presentation that
0333
 1                MATTHIAS BICHSEL
 2     was given by Mr. van de Vijver, by Mr.
 3     Darley, and myself, we were the three
 4     presenters, and I happened -- Ms.
 5     Boynton was there also and I happened
 6     to be talking to her after the
 7     presentation actually in an airline
 8     lounge.
 9          Q.    Did your conversation with
10     Ms. Boynton ever revolve around the
11     subject of proved reserves?
12          A.    No.
13          Q.    Did your discussions with
14     Ms. Boynton have anything to do with
15     the recategorization of proved
16     reserves?
17          A.    Not at all.
18          Q.    Okay.  I'd like to turn your
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19     attention to the second page of what's
20     been marked as Bichsel 10 for purposes
21     of identification.  You'll see in the
22     middle of the page -- well, first, the
23     top of the page -- the top of the
24     second page, it's the document is
25     titled "Script for Walter on the proved
0334
 1                MATTHIAS BICHSEL
 2     reserves position."  Is it your
 3     understanding that the Walter
 4     referenced in this title is Walter van
 5     de Vijver?
 6          A.    Yes.
 7          Q.    Okay.  And if you look at
 8     the materiality section, I'd like you
 9     to pay specific attention to the first
10     three paragraphs.  I'll let you read
11     them to yourselves -- to yourself, and
12     could you please explain to me what
13     your understanding is of these three
14     paragraphs.
15          A.    I read it, could you please
16     repeat the question.
17          Q.    I'd like to know if you have
18     an understanding of what is being
19     discussed in the three paragraphs, the
20     first three paragraphs of the section
21     titled materiality on the bottom of the
22     second page of what's been marked
23     Bichsel 10 for identification.  If you
24     need more help in where it is, I'll be
25     happy to help you.
0335
 1                MATTHIAS BICHSEL
 2          A.    No, I -- yes, I do
 3     understand what is meant.
 4          Q.    Okay.  What is meant by
 5     that?
 6          A.    We had several discussions
 7     at the ExCom in previous -- in 2003
 8     around the exposure issue, as we
 9     explored just a few minutes ago.  And
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10     what was discussed was -- is the
11     materiality level and what we discussed
12     was that since the reserves bookings
13     every year for every field they tend to
14     fluctuate, they can go up or down,
15     there's a degree of slack in that whole
16     system, and what we said is that
17     within, I recall around 10 percent,
18     that would -- in the -- of the total
19     resource base that would not be
20     considered a material volume.  That
21     pertains to this particular issue, that
22     with -- given the application of the --
23     and the understanding of SEC guidelines
24     against some of these issues on SPDC
25     and PDO, that we would approach or
0336
 1                MATTHIAS BICHSEL
 2     perhaps even exceed the materiality
 3     threshold that was discussed at ExCom.
 4          Q.    And do you recall having
 5     discussed this issue at all with your
 6     colleagues at ExCom on or about
 7     December of 2003?
 8          A.    No, I did not discuss that
 9     with any of my colleagues at ExCom.
10     That was not a discussion at an ExCom
11     meeting.
12          Q.    Did you have any discussions
13     specifically with Mr. Coopman with
14     respect to the issue of materiality as
15     you've just discussed it?
16          A.    In December or thereabouts
17     of 2003, I was informed by Mr. Coopman
18     that I shall be a member of the
19     reserves committee.  And as part of
20     that reserves committee, I was afforded
21     to see this particular note, and we had
22     discussions around the issue of the
23     facts of the materiality, etcetera,
24     etcetera, as they are pertaining to
25     this note.
0337
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 1                MATTHIAS BICHSEL
 2          Q.    You mentioned just a moment
 3     ago the reserves committee.  What is
 4     the reserves committee?
 5          A.    The reserves committee was
 6     -- okay.  Let me go back.  As I
 7     explained earlier this morning, the
 8     reserves committee was -- we did not
 9     have a reserves committee prior to
10     December of 2003.  I was informed that
11     there shall be a reserves committee for
12     EP and that I shall be a member of this
13     particular thing.
14                At the time I inquired with
15     Mr. Coopman and I also discussed with
16     Mr. John Darley what is this reserves
17     committee actually all about, what are
18     we going to do, what's the charter of
19     it.
20                As it turned out, this
21     particular reserves committee fell into
22     disrepair, it didn't -- never really
23     properly constituted itself, and the
24     reserves committee effectively was
25     reformulated in the second quarter of
0338
 1                MATTHIAS BICHSEL
 2     2004 under a new chairman, Mr. Simon
 3     Henry, and a number of other members.
 4          Q.    We discussed that this
 5     morning, that's correct.
 6                I want to go back to
 7     something that you said.  You mentioned
 8     a few moments ago that you attended a
 9     presentation with Ms. -- where you met
10     Ms. Boynton.  Do you recall having said
11     that?
12          A.    That's correct.
13          Q.    Okay.  Where did that
14     presentation take place?
15          A.    That particular presentation
16     took place in London in March of 2003.
17          Q.    Did anybody accompany you
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18     from ExCom to that presentation?
19          A.    The -- the presentation,
20     there was Mr. Walter van de Vijver who
21     was the head of EP at the time, and Mr.
22     John Darley who represented the
23     technology aspects of the EP business.
24     All three of us gave a presentation.  I
25     talked about exploration, I presented a
0339
 1                MATTHIAS BICHSEL
 2     new exploration strategy that Shell was
 3     embarking on as part of my new role and
 4     explained to the investor community
 5     what our plans are and -- yes.
 6                MR. ARANOFF:  Bichsel 11.
 7                     (Bichsel Exhibit 11 for
 8     identification, Bates stamped V
 9     00231035 through V 00231085.)
10          Q.    Before we get to the next
11     exhibit, do you have a recollection,
12     Mr. Bichsel, of whether or not the
13     presentation in which Ms. Boynton
14     attended was reprised the next day in
15     New York?
16          A.    Yes, we traveled to New York
17     and we gave a presentation the
18     following day here in New York to the
19     investor community.
20          Q.    Did Ms. Boynton attend that
21     as well?
22          A.    I do not recall.  I was
23     talking to Ms. Boynton in London.
24          Q.    And just so that we have a
25     reference in terms of time, that would
0340
 1                MATTHIAS BICHSEL
 2     be the London presentation was in March
 3     of 2003 and thus the New York
 4     presentation would also have been in
 5     March of 2003, correct?
 6          A.    Yes.
 7          Q.    Okay.
 8          A.    As far as I recall.
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 9          Q.    The court reporter has
10     handed you what's been marked as
11     Bichsel 11 for purposes of
12     identification.  It's a rather lengthy
13     document, but it bears two different
14     Bates numbers.  We'll use the duller
15     Bates number for identification.  It's
16     Bates stamped V 00231035 and it
17     continues to V 00231085.  I'd ask that
18     you review this document, Mr. Bichsel,
19     look up when you're done, I'd like to
20     ask you some questions, please.
21          A.    Ready to go.
22          Q.    Okay.  Mr. Bichsel, I've
23     shown you what's been marked as Bichsel
24     11 for purposes of identification.
25     This is a cover email from Marian Van
0341
 1                MATTHIAS BICHSEL
 2     der Laan on behalf of Walter van de
 3     Vijver, it's dated September 26th,
 4     2002, and it seems to be sent to the
 5     members of ExCom at the time; is that
 6     accurate?
 7          A.    Partly accurate, yes.
 8          Q.    And the subject is a forward
 9     of an EP delivery with the importance
10     high.  And it says "Please note that
11     these slides are strictly confidential
12     and therefore not meant for further
13     distribution.  Regards, Walter."
14     There's a string of email.  And there's
15     then what appears to be a series of
16     slides.  Do you see that, Mr. Bichsel?
17          A.    I do not have the string of
18     email.
19          Q.    Well it's just two emails.
20     It's the one from Mr. van de Vijver.
21          A.    Oh, okay.
22          Q.    And then another one from
23     Mr. van de Vijver?
24          A.    Yes, I have that.
25          Q.    I apologize, I misspoke.  Do
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0342
 1                MATTHIAS BICHSEL
 2     you recall having participated or seen
 3     these slides before?
 4          A.    Yes, I have.
 5          Q.    When did you see these
 6     slides?
 7          A.    Apparently in September
 8     2002.  I don't recollect the exact date
 9     when these slides were shown and
10     produced.
11          Q.    Did you see this in the
12     context with your colleagues from
13     ExCom?
14          A.    This piece of -- these
15     slides, they are the work that the
16     ExCom undertook in -- throughout the
17     year 2002.  They partly pertain to what
18     I already alluded to earlier, that in
19     2003 -- starting from 2003 we
20     introduced a new operating model, a new
21     structure for EP and the business case
22     as well as the outline of the
23     structure, as well as the schedule was
24     effectively discussed and agreed at the
25     ExCom and then that was shared with the
0343
 1                MATTHIAS BICHSEL
 2     CMD at the time.
 3          Q.    If you look at the second
 4     page of the slide -- of the
 5     presentation, or the first page of the
 6     presentation, the second page of what's
 7     been marked as Bichsel 11, you'll see
 8     that it says at the top, if you turn
 9     the document sideways, it says "The EP
10     dilemma:  Caught in the box?" with a
11     question mark.
12          A.    Yes.
13          Q.    Do you have an understanding
14     as to what is meant by the term caught
15     in the box?
16          A.    Absolutely, yes.
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17          Q.    What is caught in the box?
18          A.    Shell over the years, Shell
19     EP over the years prior to 2002,
20     effectively went out to the markets and
21     what Shell did was effectively indicate
22     production growth, so made a promise to
23     the market on production growth.  It
24     made indications as to the -- the rate
25     of the average capital employed, the
0344
 1                MATTHIAS BICHSEL
 2     ROACE at the top, also the unit cost
 3     reductions to the market.  And we also
 4     -- we did not indicate reserves
 5     replacement, but it's competitive
 6     measures that the investment community
 7     of course sees.
 8                What we felt is that you
 9     simply cannot deliver on all these
10     measures at the same time.  If you want
11     to grow, then you're hurting your
12     return on capital employed.  Because
13     what you're doing is during the growth
14     of the development phase, when you're
15     actually sinking money into the
16     business, the return on the capital
17     employed will go down.
18                At the same time, depending
19     on where we're operating, and we
20     shifted our portfolio to its higher
21     cost areas, for instance, the
22     deepwater, the unit cost reduction was
23     another challenge that needed to be
24     addressed.
25                And what we found ourselves
0345
 1                MATTHIAS BICHSEL
 2     is that in earlier years we talked
 3     about the return on capital employed
 4     and that was in particular in the
 5     mid-nineties.  In the second half of
 6     the nineties we talked a lot about the
 7     unit cost reduction, in particular in
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 8     the wake of the oil price collapse in
 9     1998.  And then following that
10     particular period, we talked about
11     production growth.
12                So out there in the market
13     we seemed to have a number of metrics
14     out there that effectively contradicted
15     themselves.  And that's what we -- what
16     we actually then named being caught in
17     the box.  The box that we constructed
18     ourselves with the sides as you see
19     indicated by these four particular
20     metrics.
21          Q.    If you turn to the next page
22     of this document you see that it
23     references the terms reserve replacement
24     and unit F&D costs.  Do you have an
25     understanding of what is meant by unit
0346
 1                MATTHIAS BICHSEL
 2     F&D costs?
 3          A.    Yes, I do.
 4          Q.    What's unit F&D costs?
 5          A.    It means the unit finding
 6     and development costs which are
 7     measured as the costs reported in the
 8     annual report over the proved reserves
 9     which is the other measure that is
10     reported in the annual report.
11          Q.    And what is this particular
12     slide which says "Reserves replacement
13     & unit F&D costs, Shell is losing its
14     historical edge," what is this slide
15     meant to depict?
16          A.    Well, on the right-hand side
17     you see a graph which talks about the
18     unit, the unit finding and development
19     costs and you can see on the Shell that
20     our unit -- unit finding and development
21     costs in the -- in earlier years, which
22     these bars represent, were low, lower
23     than the competition.  However, that unit
24     finding costs effectively rose in the
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25     period of 1999 to 2001 to levels which
0347
 1                MATTHIAS BICHSEL
 2     were either -- you know, similar or even
 3     higher than some of the competition.
 4                That was what we meant by
 5     the edge that we had.  In the earlier
 6     parts in the -- in the second half of
 7     the nineties against that measure that
 8     we performed better than that when we
 9     were performing compared to the
10     competition in the latter part of the
11     -- of the measure.
12          Q.    And I don't -- maybe I
13     missed it, but did you discuss the
14     left-hand slide?
15          A.    I discussed the right-hand
16     side around the unit finding and
17     development cost.
18                Now obviously, the left-hand
19     side, because the numerator and
20     denominator are linked to the same
21     thing, if you -- it reserves -- if the
22     reserves figure, not the replacement
23     ratio goes down, then obviously that
24     affects also the unit development,
25     finding and development costs.  So
0348
 1                MATTHIAS BICHSEL
 2     these two things are linked.
 3          Q.    Do you have -- you can put
 4     that document away, Mr. Bichsel.  Do
 5     you have an understanding who Shell's
 6     outside auditors are?
 7          A.    I do not recall who they
 8     currently are, no.
 9          Q.    Have you had any contact at
10     all with any of Shell's outside
11     auditors, specifically KPMG accountants
12     or PricewaterhouseCoopers accountants?
13          A.    No, I did not.
14                MR. ARANOFF:  I have nothing
15     further.  I don't know if anybody else
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16     has anything that they want to ask.
17     Okay, Mr. Bichsel, thank you very much
18     for your time.  I'm glad I was able to
19     get you out on time.
20                THE WITNESS:  Thank you so
21     much.
22                MR. ARANOFF:  Thank you very
23     much for being such a good sport.  And
24     thank you, Charles and Ann and
25     everybody else.
0349
 1   
 2                 THE VIDEO OPERATOR:  Going off
 3   the record at 5:48, this is the end of tape
 4   4, volume 1.
 5                 (Time noted:  5:48 p.m.)
 6   
 7   
 8   _______________________
 9   MATTHIAS BICHSEL
10   
11   Subscribed and sworn to before me
12   this _____ day of _________, 2006.
13   
14   __________________________________
15   
16   
17   
18   
19   
20   
21   
22   
23   
24   
25   
0350
 1   
 2   STATE OF NEW YORK     )     Pg__of__Pgs
 3                         ss:
 4   COUNTY OF NEW YORK    )
 5        I wish to make the following changes,
 6   for the following reasons:
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 7   PAGE LINE
 8   ____ ____  CHANGE: _______________________
 9              REASON: _______________________
10   ____ ____  CHANGE: _______________________
11              REASON: _______________________
12   ____ ____  CHANGE: _______________________
13              REASON: _______________________
14   ____ ____  CHANGE: _______________________
15              REASON: _______________________
16   ____ ____  CHANGE: _______________________
17              REASON: _______________________
18   ____ ____  CHANGE: _______________________
19              REASON: _______________________
20   ____ ____  CHANGE: _______________________
21              REASON: _______________________
22   ____ ____  CHANGE: _______________________
23              REASON: _______________________
24   ____ ____  CHANGE: _______________________
25              REASON: _____________________
0351
 1   
 2             C E R T I F I C A T E
 3   STATE OF NEW YORK   )
                           : ss.
 4   COUNTY OF NEW YORK  )
 5              I, GAIL F. SCHORR, a Certified
 6   Shorthand Reporter, Certified Realtime
 7   Reporter and Notary Public within and for
 8   the State of New York, do hereby certify:
 9              That MATTHIAS BICHSEL, the
10   witness whose deposition is hereinbefore set
11   forth, was duly sworn by me and that such
12   deposition is a true record of the testimony
13   given by the witness.
14              I further certify that I am not
15   related to any of the parties to this action
16   by blood or marriage, and that I am in no
17   way interested in the outcome of this
18   matter.
19              IN WITNESS WHEREOF, I have
20   hereunto set my hand this ____ day of
21   ___________, 2006.
22   
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23   
24             __________________________
25           GAIL F. SCHORR, C.S.R., C.R.R.
0352
 1                 E X H I B I T S
 2   
 3     DESCRIPTION                     PAGE     LINE
 4    (Bichsel Exhibit 1 for            11      21
 5    identification, Mr.
 6    Bichsel's curriculum vitae.)
 7    (Bichsel Exhibit 2 for           110      13
 8    identification, email with
 9    attached updated executive
10    talent book.)
11    (Bichsel Exhibit 3 for           240      14
12    identification,
13    Bates stamped 00017513
14    through SMJ 00017519.)
15    (Bichsel Exhibit 4 for           254       3
16    identification, Bates
17    stamped SMJ 00038662 through
18    SMJ 00038663.)
19    (Bichsel Exhibit 5 for           259       3
20    identification, Bates
21    stamped WCK 00010051 through
22    WCK 00010052.)
23   
24   
25   
0353
 1    (Bichsel Exhibit 6 for           275      14
 2    identification, Bates
 3    stamped SMJ 00035959 through
 4    SMJ 00035962.)
 5    (Bichsel Exhibit 7 for           291      12
 6    identification, Bates
 7    stamped SMJ 00038852 through
 8    SMJ 00038854.)
 9    (Bichsel Exhibit 8 for           300       6
10    identification, Bates
11    stamped SMJ 00029692 through
12    SMJ 00029694.)
13    (Bichsel Exhibit 9 for           305      13
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14    identification, Bates
15    stamped V 00230616 to V
16    00230629.)
17    (Bichsel Exhibit 10 for          330       7
18    identification, Bates
19    stamped RJW 00780060 through
20    RJW 00780063.)
21    (Bichsel Exhibit 11 for          339       7
22    identification, Bates
23    stamped V 00231035 through V
24    00231085.)
25   
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