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GORDON PARRY 8
PROCEEDINGS

THE VIDEOGRAPHER: Here begins Tape
No. 1 in the deposition of Gordon Parry, in the
matter of Royal Dutch/Shell Transport Securities
Litigation, in the United States District Court,
District of New Jersey, Civil Action No. 04-374.

Today's date is September 12, 2006.
Thetimeis9:54 am.
10 This video deposition is taking place
at 1875 Connecticut Avenue, Northwest, Washington,
D.C.

©CooO~NOOOLPA~WNPE

S
wWN R

The video operator today is Cali Day of
Legal ink New Y ork.

Would counsal please identify
themselves and state whom they represent.

MR. MILLKEY: My nameisMark Millkey.
I'm with Bernstein, Liebhard & Lifshitz, and we
represent the lead plaintiff in the class.

MS. SMITH: Dana Statsky Smith for the
plaintiff.

MR. PEITLER: Steve Peitler for the
plaintiff.

MS. LIEBERMAN: Sharan Lieberman with
25 Mayer, Brown, Rowe & Maw for Sir Philip Watts.
0009
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GORDON PARRY 9

MR. MORSE: Adriaen Morse, Mayer,
Brown, Rowe & Maw for Sir Philip Watts.

MS. BRAMBLE: Jocelyn Bramble, LeBoeuf
Lamb, for the company and the witness.

MR. WEED: Earl Weed, in-house for
Shell.
8 MR. SMITH: Colby Smith from Debevoise
9 & Plimpton representing Royal Dutch and Shell
10 Transport and the witness.

~No oabhwWNPER

11 MR. FOUKAS: Savvas Foukas, Hughes,
12 Hubbard & Reed, for PricewaterhouseCoopers, LLP.
13 MR. CORSON: Nicholas Corson, Hogan &
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Hartson, for KPMG Accountants NV.

MR. LUDWIG: Brett Ludwig, Foley &
Lardner, for Judith Boynton.

MR. FERRARA: I'm Ralph Ferrarawith
LeBoeuf Lamb for the corporate defendants Royal
Dutch and Shell Transport, and for the witness,
Gordon Parry.

THE VIDEOGRAPHER: The court reporter
today is John Harmonson of Legalink New Y ork.
Would the reporter please swear in the witness.

* * *

0010

1
2
3
4

GORDON PARRY 10
GORDON PARRY,
after having been first duly sworn, was examined
and did testify under oath asfollows:
THE VIDEOGRAPHER: Y ou may begin.
EXAMINATION BY COUNSEL FOR PLAINTIFFS
BY MR. MILLKEY:
Q. Good morning, Mr. Parry. I'm here with
my colleague Dana Smith. As| just said, we
represent the lead plaintiff in this securities
class action against Royal Dutch Petroleum
Company, Shell Transport and Trading, Sir Philip
Watts and Judith Boynton.
Just a definitional matter at the
beginning. When | use the term "Shell" today,
I'll be using it broadly to mean both Royal Dutch
and Shell Transport. | understand today they're a

18 single company, but at the time of the events of
19 thislawsuit they were two separate companies.
20 I'll also bereferring to the operating companies
21 and service companiesin which Royal Dutch and
22 Shell Transport have an interest. Do you

23 understand?

24 A. | do.

25 Q. GCreat.

0011

1 GORDON PARRY 11
2 Have you ever had your deposition taken
3 before, sir?

4 A. Yes, once.
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Q. And that was during the SEC's

Investigation?

A. That'scorrect.

Q. Theground rulestoday are going to be
identical with the ground rules back then. I'm
going to try to ask very clear questions. If
they're not clear, if you don't understand them,
if you think they're ambiguous, just let me know
and I'm happy to rephraseit.

I'll try my best not to talk over you,

and if you could just wait until I'm done with the
guestion before you answer, that will make the
court reporter's life alittle bit easier, which
will be hard enough with the technical terms and
the Dutch names. And | think that's really about
it.

(Off-the-record discussion.)
BY MR. MILLKEY:

Q. Please state your name and address,
Sir.

A. Gordon Raymond Parry. And my current

0012

1
2
3
4
5
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GORDON PARRY 12
addressis Pembridge, Lynx Hill, East Hordley in
the UK.

THE COURT REPORTER: I'm sorry, | can't
hear you, Sir.

THE WITNESS: My name is Gordon Parry.
My current address, the name of the house is
Pembridgein Lynx Hill, spelled L-y-n-x, in East
Horsley, Surrey, UK.
BY MR. MILLKEY:

Q. We appreciate your appearing here today
and coming from such a great distance to be here.
Am | correct, sir, that you attended

university?

A. That'scorrect.

Q. Anddid you graduate?

A. | didindeed.

Q. What degree did you receive?

A. | recelved aBachelor of Science and
honors degree in geology from Liverpool
University, and aPh.D. in geophysics from
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Birmingham University.
THE COURT REPORTER: I'm sorry, can you
speak up, sir? With your accent and your low
voice, I'm having a struggle.

0013
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GORDON PARRY 13
THE WITNESS: Where do you want meto
start?
THE COURT REPORTER: Y ou received your
degreein geology in Liverpool?
THE WITNESS: Yes. And | received a
Ph.D. in geophysics from Birmingham University in
UK.
BY MR. MILLKEY:
Q. Andwhat year did you receive your
Ph.D.?
A. 1971
Q. After you received your Ph.D., did you
begin your career?
A. ldid.
Q. Andwhat wasyour first job?
A. 1joined Roya Dutch Shell in The Hague
in the Netherlands and embarked on atraining
course, and my first job was an operational

20 geophysicist on board a seismic survey vessel.
21 Q. Didyou spend your entire career with
22 Royal Dutch Shell?

23 A. 1did.

24 Q. Areyou currently employed?

25 A. I'mretired.

0014

1 GORDON PARRY 14
2 Q. Andwhat year did you retire?

3 A. 2004.

4 Q. Atthetimeyou retired, which Shell

5 entity were you working for?

6 A. | wasworking for Shell EP

7 International in the Netherlands.

8 Q. What was your position at that time?

9 A. | wasregional business advisor for

10 South Asiaand general manager for Shell Pakistan.
11 Q. When did you begin that position?

12

A. | don't remember the precise date. The
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end of 2002, beginning of 2003, in that order.

Q. And before you held that position, what
position did you hold?

A. | wastheregional business advisor for
sub-Saharan Africa.

Q. | think that's going to be the position
that we're going to be speaking about mainly
today. The lawsuit relatesto the period 1998
through 2004. Today we're mainly going to be
speaking about 2000 and maybe the beginning
of 2001.

Ordinarily, | would go through each
position you've held at Shell, but over a 35-year

0015
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GORDON PARRY 15
career, that might take allittle bit of time, so
we might revisit that at the end. Before wetalk
about that 2000-2001 period, what position did you
hold before that?

A. | wasgenera -- general manager of a
Shell company in Kazakstan called Shell Temir. |
held that position for one year, and prior to that
| was general manager of Shell Exploration in

Romania, in Bucharest.

Q. Okay. Do you hold any professional
licenses?

A. Canyou explain what that means?

Q. Wadll, for example, | mean, | don't know
if there are any professional licenses. For
example, if thereisalicense you had to get with
the Society of Petroleum Engineers or something
like that.

A. No.

Q. Do you belong to any professional
organizations?

A. Yes

Q. Andwhat are those?

A. The Petroleum Exploration Society of
Great Britain, and the EAGE [sic], European

0016

1
2
3

GORDON PARRY 16
Association of Exploration Geoscientists.
Q. Haveyou ever held aleadership
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position in those organizations?

A. No.
Q. What does aregional business advisor
do?

A. Theregional business advisor position

was responsible for generating new activity, new
exploration activity, and also possible
divestments of existing activities. We were aso
involved in the governments of various Shell
entities within our areas. So, for instance, in
sub-Saharan Africa, | waslooking after various
exploration ventures including Namibia, Angola,
Congo, Ivory Coast, ventures that were purely

17 exploration, not production.

18 Q. When you were the regional business
19 advisor for sub-Saharan Africa, to whom did you
20 report?

21 A. Heinz Rothermund.

22 Q. What was his position?

23 A. Hewasregional business director for
24 sub-Saharan Africa.

25 Q. Wherewasyour office at that time?
0017

1 GORDON PARRY 17
2 And"at that time," I'm referring to 2000,

3 early 2001.

4 A. InTheHague.

5 Q. And Mr. Rothermund, where was his

6 office?

7 A. Alsointhe same building in The Hague.
8 Q. Who did Mr. Rothermund report to?

9 A. Phil Watts,

10 Q. And Phil Watts position at that time
11 waswhat?

12 A. That position, he was the EP chief

13 executive.

14 Q. Now, did you have anyone reporting to
15 you?

16 A. Not directly.

17 Q. Whenyou say "not directly," can you
18 explain what you mean?

19 A. Theregiona business advisors didn't
20 have an executive role, so we had no staff

Page 11 of 175
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reporting to us, no direct reports.

Q. Gotit.
Now, when you say you were an advisor,
on what subjects or issues were you giving advice?
A. All aspects of the venture, including

0018
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GORDON PARRY 18
the program, the ongoing program and the program
of subsequent years, and feeding that information
into the corporate database in The Hague to
consolidate it for upper management.

Q. Isitfairtosay you werealiaison
between upper management and the operating units
In sub-Saharan Africafor which you were
responsible?

A. Thatisafair statement.

Q. Now, you were part of EPG at that
point?

A. That'scorrect.

Q. EPG standsfor what?

A. EP, Exploration and Production, and the
"G" stood for Gondwanaland, which is a geological
expression which describes expresses how the
continents looked millions of years ago when
Africaand South America were joined.

Q. Youjust solved one of life'slittle
mysteries. Thank you.

Now, one of the companies you were
responsible for was Angola, correct?

A. Thatiscorrect.

Q. Didyou ever travel to the countries

0019

1
2
3
4
5
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GORDON PARRY 19
that were -- that you were responsible for giving
advice to?

A. ldid.

Q. Didyou ever make tripsto Angola?

A. ldid.

Q. How many business advisors were there,
regional business advisors, within EPG?

A. At any onetime, there would have been
eight or nine, to my recollection.

Q. How many of those work for Africa? Am

Page 12 of 175
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| correct that certain were also for South

America?

A. South America.

Q. How many advisors were there for
Africa?

A. | would say two -- two or three for
South America, and the remainder for Africa

Q. Wereadl of theregional business
advisorsin the same location in The Hague?

A. Yes

Q. Didtheregiona business advisors have
regular meetings?

A. Yes,

Q. What kinds of topics were discussed at

0020
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GORDON PARRY 20

the meetings of the regional business advisors?

A. Quite aworld agendafrom operational
Issues, particular problems in individual
countries, through to more general issues of a
corporate nature. When it cameto the
consolidation of the programs of companies
globally, to prepare a budget, a global budget.

Q. At that time, who was the regional

business advisor for Nigeria?

MR. SMITH: Just to be clear, 2000
still?

MR. MILLKEY: 2000, right.

THE WITNESS: To my recollection, it
was Kieron McFadyon. But he was replaced by Keith
Lewisat acertain point. | don't remember
exactly the date.

BY MR. MILLKEY:

Q. | meant to ask you, after your
retirement, did you do any consulting work, for
Shell or for anyone else?

A. | have done some consulting work since
retirement, yes.

24 Q. Who have you done consulting work for?
25 A. | did consulting work for Shell

0021

1 GORDON PARRY 21

2 Venezuela, and also for asmall Canadian company
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called Elco Energy.

Q. What was the nature of the project for
Venezuela, Shell Venezuela?

A. Providingtrainingincrisis
management.

Q. Areyou familiar with the term "proved
reserves'?

A. lam.

Q. Didyou have an understanding of that
term as of, say, January 1, 20007

A. Yes

Q. What did you understand that term to
mean?

A. | understood the term to mean that
these would be reserves that could be produced,
that were -- there was a high confidence that
those reserves were in the ground.

Q. Didyou understand thereto be a
difference between proved developed and proved
undevel oped reserves?

A. Yes, | have an understanding, | think,
of that.

Q. What, at that time, did you understand

0022
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GORDON PARRY 22
the difference to be?
A. Proved developed | would interpret as
my previous explanation, reserves that you have a
high level of confidence you can get out of the
ground. And the second definition, less certain,
still with a high degree of certainty but possibly
needing extra penetration, well penetration, to
prove that they're there.
Q. What wasthe basisfor your
understanding at that time?
A. I'mcertainly not an expert in this,
and | regularly deferred to the resident experts
we had in the office, and through my discussions
with them, | became familiar with these terms.
Q. Wasit your understanding that Shell
was under an obligation to determine which of its
reserves were proved?
A. Wehad an annual assessment of reserves
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throughout E& P based on the previous year's work,

and we had two gentlemen, Anton Barendregt and
Remco Aalbers, who were the incumbents at the
time.

THE COURT REPORTER: I'm sorry, | can't
hear the names.

0023

©CooO~NOOOLPA~WNPE

10

NNNNNRPRRRRRRRR
BWONRPOOWONOUNWNEPR

25

GORDON PARRY 23
THE WITNESS: Anton Barendregt and
Remco Aalbers. And in consultation with them, we
would decide where we had sufficient confidence to
book reserves into various categories.
BY MR. MILLKEY:

Q. Now, did you personally have any
responsibility for determining whether reserves
could be considered proved?

A. That was not my remit at all.

Q. What did you understand the
prerequisites to be for reserves to be considered
proved?

MR. SMITH: Objection to form.
BY MR. MILLKEY:

Q. If you had an understanding.

A. |If wehad an oil discovery that had
produced oil and subsurface information that gave
us a high degree of confidence that it wasa
simple trap, this would be, in my estimation,
proven reserves.

Q. Fromthetime oil or gas was discovered
in the ground, was there a process -- atypical
process that occurred before the reserves could be
considered to be proved?

0024
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GORDON PARRY 24

A. What do you mean by "process"?

Q. Wadll, thedrilling of wells, for
example.

A. Yes. Thefirst thing, of course, you
haveto do isdrill awell to find oil. And then
you have to make a considered judgment on the
basis of the technical information you have what
the size of the accumulationis. And in many

instances, your level of confidence may not be
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high because of geological complexity, and before

even thinking about reserves, you may wish to do
additional work, additional technical work.

Q. Atany time, did your understanding of
the term "proved reserves' change after
January 1, 20007?

A. Not to my recollection.

Q. During your employment with Shell, were
you aware of something known as the Shell Group
Guidelines? | believe the formal name was
"Petroleum Resource Volume Guidelines, Resource
Classification, and Value Realization."

A. | wasaware of the document, but | was
not custodian of it. That was for the two
gentlemen that | mentioned before.

0025
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Q. Mr. Aalbersand Mr. Barendregt?

A. Correct.

Q. What was your understanding of what
that document was in 2000?

A. My understanding was it was a guideline
for the booking of the various categories of
reserves. But as| mentioned before, we always
referred to our in-house expertsto help us

determine what could and could not be booked in
the various categories.

Q. Didyou ever personally read the
guidelines?

A. | didn't read it from cover to cover,
but | did refer to it from time to time just to
get an insight, because that was not really a

17 fundamental part of my job.

18 Q. Werethe guidelines available to you to
19 read?

20 A. They were available to read, yes.

21 Q. Did Shell post the guidelineson an

22 internal website, for example, as far as you know?
23 A. Not to my recollection. | never

24 referred to it on the web.

25 Q. Wouldthey be availablein -- Wdll, if
0026

1 GORDON PARRY 26
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you had wanted to read them at the time, where

would you have found the guidelines?
A. Intheoffice of Mr. Aabers.
Q. Wherewas Mr. Aalbers office?
A. Onefloor mine,
THE COURT REPORTER: I'm sorry?
THE WITNESS: In the same building, one
floor below mine, or two floors below, sorry.
BY MR. MILLKEY:

Q. Wherewas Mr. Barendregt's office? Was
he in the same building?

A. | don't recall. He usually cameto us.

Q. Do you know whether there were copies
of the guidelines at the various operating units
within Shell. For example, Shell Angola, would
they have had a copy of the guidelines, if you
know?

MR. SMITH: Objection to form.

Y ou can answer.

THE WITNESS: | don't know. | never
saw it there. If they wished to haveit, | --
BY MR. MILLKEY:

Q. Doyou know if at any point in time the
guidelines were amended, say after 19987

0027
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A. | would not know that.

Q. Whileyou were an employee at Shell,

did you ever have any training with regard to the
guidelines?

A. No.

Q. During your employment with Shell, were
you aware that the SEC -- and by "SEC," I'm
referring to the United States Securities &

Exchange Commission. During your employment at
Shell, were you aware that the SEC had arule
concerning the booking of reserves as proved?

A. Hadarule?

Q. Arule.

A. | wasnot aware.

Q. Asyou Sit here today, were you aware
there was an SEC rule regarding proved reserves?

A. Inhindsight. Now I know.
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Q. Okay. But at thetime, you did not --

you were not aware of the rule in 20007

A. | was not exposed to that.

Q. | takeit from your answer, then, you
would have no -- you would not have known the

24 relationship between the guidelines and the SEC
25 ruletowhich | just referred, which is Rule 410?
0028
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2 A. No knowledge.

3 Q. Soyou don't know whether the Shell
4 guidelines specifically refer to the rule?
5 A. | wasnot aware of that.
6 Q. Givenyour answersto the last
7 questions, | think | know what you're going to say

8 tothis, but let me ask anyway. Areyou aware
9 that since the SEC adopted this rule, Rule 410,

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

that the SEC staff issued guidance regarding the
rule?

A. I'mnot aware of any activity of the
SEC.

Q. Okay. Didthere come atimein 2000
when you became aware that Shell was having

difficulty with reserves replacement?

MR. SMITH: Objection to form.

THE WITNESS: | became aware of a
possible problem when we were -- when we as a
team, EPG, were informed by Mr. Rothermund that a
problem had arisen.

BY MR. MILLKEY:

Q. Heinformed you at one of the EPG
meetings you described earlier?

A. Yes

GORDON PARRY 29

Q. Do you recall when this meeting
occurred?

A. | don't recall precisely the date, no.

Q. Do you recall approximately the month?
Or let's start off with this. Did this meeting
occur in 20007?

A. | would say it must have been in 2000,
but | would not like to guess.
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Q. What did Mr. Rothermund inform you at

the meeting?

A. It wasan issue concerning a shortfall
in reserves reported by Nigeriathat was going
to -- | recall some 300 million barrels of proven
reserves were not going to be available. So this
was a cause for concern.

Q. It'smy understanding that Shell has a
couple of companies in Nigeria, maybe more than a
couple. I'm aware of SPDC and also SNEPCO. Do
you recall whether this shortfall was associated
with one of those companies?

A. | can't remember exactly.

Q. Doyou recall whether the shortfall was
with regard to deepwater reserves or onshore
reserves?

0030
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A. | can't remember, to be sure. | can't
remember.

Q. Butit'syour recollection that the
shortfall was approximately 300 million barrels?

A. Yes andit was Nigeria

Q. Didanyone at the meeting have a
suggestion -- Let me start over.

Was Mr. Rothermund asking for the
assistance of the advisors at the meeting with
respect to this shortfall, or was he seeking
advice about what to do about the shortfall?

MR. SMITH: Objection to form.

THE WITNESS: It was discussed at the
meeting, and as this was a scorecard issue,
suggestions were sought on how to resolve the
problem. And at that point we were starting to
have successin Angola, and | made the remark that
if things -- if eventsturned out favorably in
Angola, then there may be a possibility -- | put
caveatsto it -- that there may be a possibility
to book reserves from Angola.

BY MR. MILLKEY:
Q. Now, you used the word "scorecard."
What specifically were you referring to there?

0031
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GORDON PARRY 31

A. Wédl, every operating company, or every
business unit in Shell had a scorecard with
performance indicators covering a broad range of
business activity. Shell was becoming avery
business performance driven company.

Q. Anddidyou say that therewas a
scorecard issue that came up at that meeting?

A. Because the shortfall would affect

Nigeria's scorecard.

Q. Sowasit your understanding that the
300 million barrel shortfall was actually on the
Nigeria scorecard?

A. Thatiscorrect.

Q. Now, isit only operating units that
have scorecards? In other words-- Let me
rephraseit. Do individuals at Shell also have
scorecards?

A. Yes

Q. And do regions have scorecards? For
example, did EPG have a scorecard?

Yes, it did.

So you personally had a scorecard?
| did.

Was it an actual piece of paper?

o >0 >
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A. Yes.
Q. Tothe best of your recollection, tell
me everything about your scorecard for the
year 2000. There were a series of parameters on
the scorecard; is that correct?
A. You try to define the activities that
you are going to be involved in in the forthcoming
year. For instance, if you're trying to divest a
particular asset, you would say, "During year X, |
will divest that asset.” Or "I will attempt to
acquire additional acreagein Country Y." This
type of thing. And there were also parameters
that dealt with safety and various other important
parts of the business.
Q. Sodidyou, in effect, write your own
scorecard?
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A. Webasically designed our program for

the forthcoming year for discussion with our
bosses at the annual staff discussions.

Q. Now, was the booking of proved reserves
ever a parameter on a scorecard, whether it's an
individual scorecard or you being an operating
unit scorecard?

A. It could appear on operating unit

0033
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scorecards, asit did in Nigeria

Q. But that wouldn't appear on your
individual scorecard; isthat correct?

A. No. That's correct.

Q. Would it appear on an individua's
scorecard of someone who is actually in the
operating unit?

MR. SMITH: Objection to form.

MR. MILLKEY: WEéll, let me rephrase
that.
BY MR. MILLKEY:

Q. | takeit operating units sometimes had
alevel of proved reserves asagoal on their
scorecard for the year. Isthat correct?

A. Yes

Q. Would that parameter also be on the
scorecard of the individuals within that operating
unit?

MR. SMITH: Objection to form.
THE WITNESS: Not to my knowledge.
I've not worked in such an operating unit in the
days when scorecards became the norm.
BY MR. MILLKEY:
Q. Getting back to individual scorecards,

0034
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am | correct that you essentially set your own
goals for the scorecard?

A. Yes. You basicaly made awork plan of
what you were going to hopefully achievein the
forthcoming year, and that would be discussed with
your supervisor.

Q. Soyou would discuss those goals or
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whatever for the forthcoming year with your

supervisor, and then the scorecard would be
finalized for the coming year. Isthat the way it
worked?

A. That'sright.

Q. Okay. When did you -- when were
scorecards finalized for the coming year? What
time of year?

MR. SMITH: Arewe still talking about
individual scorecards?

MR. MILLKEY: WEell talk about
individual scorecards.

THE WITNESS: In thefirst quarter.
BY MR. MILLKEY:

Q. What wasthe -- Again, with respect to
individual scorecards, was there a process for
evaluating your scorecard at the end of the year?

0035
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A. Yes.

Q. What was that process?

A. Thedetalsarefading, but therewas a
numerical aspect to it where you could position
yourself on abar with atarget number, alow and
ahigh, and you could target -- you could position
yourself on that bar for the various parameters
and then crunch the numbers and you would come up
with ascore. | mean, it was afairly sort of

crude method, but it was rather effective, and it
did allow you to position your performance.

Q. Effectiveinwhat sense?

A. Wiédl, it'savery subjective subject on
assessing somebody's performance and converting it
into ascore. It was-- it was just one way of
doing it. There are probably many more, but it
was just one way of coming to an answer.

Q. Who would evaluate your personal
scorecard when you were in EPG?

A. Heinz Rothermund.

THE COURT REPORTER: I'm sorry, who?

THE WITNESS:. Heinz Rothermund. Do you
want me to spell it?

THE COURT REPORTER: If you could.
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THE WITNESS: Heinz, H-e-i-n-z,
Rothermund is R-o-t-h-e-r-m-u-n-d.
BY MR. MILLKEY:

Q. Did your scorecard affect your
compensation? Did your performance on your
scorecard affect your compensation in any way?

A. Yes.

Q. Canyou-- How did it affect your

compensation?
A. Therewasabonus element to salary.
Y ou had afixed salary, and you could get a bonus
if you achieved a good mark on the scorecard. But
having said that, the size of the bonus was
minuscule. It was not adriver.

Q. If did you poorly on your scorecard,
could it decrease your base compensation?

A. No.

Q. Okay. Looking at -- turning to
operating unit scorecards, were -- were individual
scorecards and operating unit scorecards related
inany way? For example, you know, could the
performance of your operating unit affect your
individual scorecard evaluation?

MR. SMITH: Objection to form.
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THE WITNESS: If an operating company

performed well, by implication we would be judged
to have managed it well.
BY MR. MILLKEY:

Q. WHho set the parameters or criteriain
operating unit scorecards each year?

A. The management of the operating units
in consultation with the regional business
directorate.

Q. One possible parameter on an operating
unit scorecard, again, isagoal for proved
reserves, correct? Who set the goal for the
operating unit?

A. The management of the operating unit.

Q. When there wasagoal in ascorecard
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for proved reserves, how isthat expressed? Asa

number? Or arange? Or a percentage?

A. Arange.

Q. A rangeof, say, barrels of oil or --

A. A rangeof barrelsof ail.

Q. Okay. Soif an operating unit included
aproved reserves goal in its scorecard, isit
reasonable to infer that the operating unit
believed it could achieve that goal for that year?

0038

GORDON PARRY 38
A. Yes. They wouldn't put it thereif
they didn't think they could achieveit.
Q. | assumeif they set agoal that was
too high and they didn't meet it, that would in
some way negatively impact their scorecard
performance evaluation.
A. If they didn't achieve the goal of the
scorecard, as | explained before, it would knock
it on the lower side, yes. But it would be
possibly taken up by more positive marks on other
parameters, so the overcall score could still --
could still be okay. It was just one of a number
of parameters.
Q. If an operating unit believed that it
could achieve a certain proved reserve goal, was
it in that operating unit's best interest to
include that on its scorecard?
MR. SMITH: Objection to form.
THE WITNESS: An operating unit
wouldn't put it on a scorecard unless they already
made a discovery which they were going to invest

23 more fundsin to take forward.

24 BY MR. MILLKEY:

25 Q. Butif they believed they could do that
0039

1 GORDON PARRY 39
2 and potentially book reserves, in the ordinary

course, would they include that on their
scorecard?

MR. SMITH: Objection to form.

THE WITNESS: They would only put
reserves on ascorecard if -- if the business was
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8 confident that it was worth investing in. Making

9 adiscovery doesn't always mean that you've got a
10 viablebusinesslying ahead. There are alot of
11 other parametersto consider. But if at acertain
12 point the analysis shows that the project is worth
13 pursuing and funds are forthcoming to further
14 develop it, then you could put as a business goal
15 atarget for recording reserves.

16 BY MR. MILLKEY:
17 Q. Wasthere aprocessfor evaluating the
18 performance of individual operating units?
19 A. Yes
20 Q. What wasthat process?
21 A. Theannual program discussion, which
22 was held in the location of the operating unit or,
23 inthe caseif the operating unit was based in the
24 Netherlands, it would be held in the Netherlands,
25 and this would be attended by the regional
0040
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business advisors; not only the business advisor
such as myself, but also the regional finance
advisor and also the business director.

Q. Soyouwould have ameeting -- So your
part of the scorecard performance process for the
operating units?

A. Yes.

Q. Who set the parameters for the regiona
scorecards, for example, EPG's scorecard? How
were those determined?

A. The parametersfor al the business
directorates tried to have the same model so that
each region of the globe -- each operating unit in
each region of the globe is measuring itself on
the same parameters so that you could compare
apples with apples. And this had been debated at
sort of ahigh-ish level by the people who
designed the scorecard. But each business
directorate would, as would an operating unit, set
its own targets at the beginning of the year. So
in our case, we would debate it with Heinz
Rothermund.

Q. If an operating unit had a scorecard
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with a particular proved reserve goa and the
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operating unit failed to achieve that goal, would
that have any impact at the regional level in
terms of compensation?

MR. SMITH: Objection to form.
THE WITNESS: As| mentioned before,
the reserves parameter was one of several on a
scorecard, and if that particular parameter didn't
perform, it may be compensated by positive results
on the other parameters. Because as you describe
it as compensation, it's on the overall result,
not on one parameter.
BY MR. MILLKEY:
Q. What isSDAN, S-D-A-N?
A. Shell Development Angola
Q. That's Shell's operating unit in
Angola?
A. Yes
Q. Wherewas SDAN's headquartersin
early 20007
A. The head office of Shell -- Shell
Angolawas in Luanda, where the general manager
was resident together with the finance manager.
But the technical staff were based in Rijswijk in
the Netherlands.

0042
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Q. Why wasthe technical staff in
Rijswijk?
A. Severa reasons. One, Angolaisnot a
safe country, or wasn't a safe country to reside
in at the time because there was a civil war
raging. Communications were atrocious and it was
difficult to get staff to go and live there. So
it was felt prudent to have the office in Rijswijk
where they were close to al the other technical
assistance they could get within the Shell group.
Q. Soin 2000, how many employees did SDAN
have actually in Angola?
A. Threeor four.
Q. Andwho are those individuals?
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A. Peter Osborne was the general manager.

The finance manager, I'm afraid his
name escapes me.

And there were a couple of local staff,
one of whom was the liaison with Sonangol.

THE COURT REPORTER: With --

THE WITNESS: Sonangol, which isthe
state oil company of Angola. S-o-n-a-n-g-o-I.

24 BY MR. MILLKEY:

25 Q. And SDAN actually had technical staff
0043

1 GORDON PARRY 43

2 in--

3 A. InRijswijk.

4 Q. Rijswijk.

5 A. Do you want meto spell that?

6 Q. Yes, you probably should.

7 A. R-i-j-sw-i-j-k.

8 Q. How many technical employeesdid SDAN
9 havein that location?

10 A. Threeor four.

11 Q. Doyou recall their names?

12 A. Robert Inglis, Grigore Simon, and then
13 alady called Liz Sturman arrived. There may be

14
15
16
17
18
19
20
21
22
23
24
25

one other one that | don't recall.

Q. What did Mr. Inglis do?

A. Mr. Ingliswas the senior petroleum
engineer.

Q. What did Mr. Simon do?

A. Hewasin charge of exploration, but he
was also very skillful with economics.

Q. Andwhat did Ms. Sturman do?

A. Shewasan economist.

Q. Why did SDAN have an economist as an
employee?

A. Because the business was potentially --

0044
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we were trying to grow the business. Therewerea
lot of opportunities in the pipeline, and these
opportunities needed to be evaluated. Their
business pros and cons needed to be properly
analyzed.
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Q. Mr. Simon, you said, was an exploration

expert? Isthat correct?
A. Yes. Hewasageologist by background.

Q. How did hedo hisjob -- How does an
exploration person do hisjob from a distant
location?

A. If you're dealing with an offshore
venture, it doesn't really matter where you do the
work. It wasvery important to have a
representative office in the country for liaison
with the government and with Sonangol, especially
as at that time there was alot of interest in
Angola. It wasahot placeto be. And an
important part of the general manager's job wasto
develop new businessin the country.

Q. And the general manager, again, was
Mr. Osborne, correct?

A. Yes

Q. Did SDAN have employees -- any other

GORDON PARRY 45
employees outside Angola, other than the ones
you've mentioned?

A. No.

Q. Do you know whether the booking of
proved reserves in Angolawas on SDAN's scorecard
for 20007

A. Aslrecdl, it wasn't. Because when
the scorecard was devel oped, there was no

indication that we would find alot of oil there.

Q. Doyou know what Block 18 refersto?

A. 1do.

Q. What isthat?

A. Block 18 isadeepwater offshore
license, offshore Angola, in which Shell had a
50 percent interest together with BP, who aso had
a 50 percent interest and were the operator.

Q. SoBPwasthe operator of Block 18; is
that correct?

A. That'scorrect.

Q. What wasthe alocation of
responsibility between the two companies, Shell
and BP, with respect to Block 18?
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A. BPasoperator were responsible for

developing the resource in the block. And Shell
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had the choice to put in aslittle or as much
effort as it wished, which isanormal situation
in the industry.

Q. Andinthe caseof Block 18, how much
effort did Shell put in?

A. Inthe case of Block 18, Shell putina
lot of interest becauseit felt it had alot of
expertise in the type of geology that was involved
there and could add a lot of value.

Q. Now, | takeit the booking of proved
reservesin Block 18 was not on SDAN's scorecard
for 2000. Isthat correct?

A. Asl recdl, that isthe case.

Q. Now, did there come atimein 2000 when
someone proposed that SDAN might be able to book
proved reserves in connection with Block 187

A. After the meeting | referred to earlier
where | indicated to Heinz Rothermund that if we
had further successin Block 18, there may be a

21 possibility that reserves could be booked there.
22 Q. Didyou mention a specific number that
23 might be available for booking in Block 187?
24 A. Not at that precise moment, | don't

25 think.

0047
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2 Q. At some point did anumber -- wasa

3 number suggested?

4 A. Yes

5 Q. What was that number?

6 A. Asl recal, it was on the order of

7 293 million barrels,

8 Q. How wasthat number arrived at?

9 A. Thiswasanumber that Shell Angola
10 arrived at.

11 Q. Whoin particular, if you recall?

12 A. Mr. Simon.

13 Q. Areyou aware what work he undertook to
14 arrive at that number?
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A. Hewould have analyzed the geological

information and the maps and calculated the
numbersin the usua way.
Q. Isitfairto say that before the
shortfall in proved reservesin Nigeria, there had
been no plan to book proved reservesin Block 187
A. That'sright.
Q. Isit correct to say that but for the
shortfall in proved reservesin Nigeria, there
would have been no effort to book proved reserves
in Block 18 in 20007?
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A. We may have booked reservesin 2000, as

the work was progressing at quite afast rate.
The drilling was proceeding quickly, and we were
making alot of discoveries. So very quickly, the
focus was coming on to Angola. So in the natural
course of events, that might have happened. But
in view of the shortfall and the fact that |
mentioned it as a possibility focused our minds to
develop this possibility. And it dovetailed with
our other business objectives in the country.

Q. ButBlock 18 -- but proved reservesin
Block 18 were not on the scorecard, the SDAN
scorecard for 2000, correct?

A. | believethat's the case.

Q. Wasthe process of drilling accelerated
specifically because of the shortfall in Nigeria?

A. Not to my recollection. But the
drilling schedule wasin place. We didn't ask
them to speed it up, if that's what you mean.

Q. At that time, werethere any plansto
abandon Block 187

MR. SMITH: At what time?
MR. MILLKEY: In 2000.
THE WITNESS: During that period,
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anything was possible. We were constantly
reviewing our portfolio to see which ventures were
deserving of capital allocation, and Angolawas
one of many countries that went through that
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process.

However, we felt that in light of the
continued success there and the possibility of
increasing value to the company by staying in that

block and getting further involved in other blocks
in Angola, we had the foundation of a strong
business there.

BY MR. MILLKEY:

Q. Doyou recall whether in early 2000
there was anyone who was advocating abandoning
Block 18 within Shell?

A. | don't recall anybody.

Q. Do you recal that being a subject of
debate --

A. Yes

Q. -- during that time period?

A. Yes. Butthiswasnormal on an annua
basis, because you had to fight for each -- each
operating unit had to fight for capital allocation
for the exploration dollars. And in view of the
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overal global EP budget, Shell was not going to
spend money on al of them, so there was a ranking
list, and Angolawas part of that process, as was
Nigeria and many other countries.

Q. Do you recall in 2000 whether any wells
had been drilled in Block 18?

A. Yes. | think we had already made two
or three discoveries. | can't remember precisely
how many, at what particular stage we wereinin
the drilling schedule at that time.

Q. Werethose exploration wells?

A. Yes

Q. At that juncture, had any appraisal
wells been drilled?

A. Not to my recollection.

Q. What'sthe difference between an
exploration well and an appraisal well?

A. Anexploration well isthefirst well
on astructure defined in the subsurface. An
appraisal well isasecond well which isdrilled
close to the discovery well to get a better feel
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for how much hydrocarbon thereisin the ground.

Q. Atthat time, did you believe the
drilling of appraisal wellswas necessary for the
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booking of proved reservesin afield?
A. It wascertainly thetopic of
discussion, but this discussion would have taken
place within Shell Angola. Wein EPG didn't
influence the work program as such. The Block 18
was a -- Excuse me a moment.
Block 18 was alittle unusual in that
the geology was very complicated and it didn't
have one big accumulation, simple accumulation.
It was a number of small, laterally diverse
accumulations. So there was always the debate
whether to drill more exploration wellsto prove
up more oil, or to focus on one in particular.

Q. Okay. Do you remember approximately
when Mr. Simon suggested the 293 number?

A. | don't remember precisely when.

Q. Would you say there was a sense of
urgency -- After you had suggested the possibility
of booking proved reservesin Angolaand Mr. Simon
came up with the 293 number, was there a sense of
urgency that proved reserves should be booked in
Angolain 20007

MR. SMITH: Objection to form.
THE WITNESS: | think it presented us
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with a challenge to take the business forward. It
acted as a catalyst to try to push the business
forward in Angola, not only in Block 18 but also
in the other opportunities that were available
there. But it certainly provided a strong
incentive to, if you will, increase the business
performance.

BY MR. MILLKEY:
Q. Did Philip Watts become interested in
the booking of proved reservesin Block 187
A. Hedid.
Q. Inwhat way?
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A. Theresults -- theresults of the

meeting we had were conveyed to Mr. Watts, who
responded to Mr. Rothermund that he was interested
and supported taking it forward.

Q. Wasit more than just expressing an
interest? Did he, in effect, create a mandate
that reserves should be booked, if possible, in
Block 18?

A. | don't recall aprecise mandate, but
he made it clear that he would like to see it
booked in 2000. And we took on that challenge
because we saw it as an opportunity to develop

0053
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Angolaasabusiness. Block 18 was just part of
it.
Q. Did Mr. Rothermund convey that urgency

to SDAN?

MR. SMITH: Objection to form.

THE WITNESS: Mr. Rothermund made his
position clear to myself.
BY MR. MILLKEY:

Q. And his position was?

A. That weshould takeit forward asa
matter of urgency.

Q. And again, those reserves were
considered important because of the shortfall in
Nigeria?

A. That was one aspect of it. But my role
asthe regional business advisor was -- | was more
interested in developing a business in Angola and
booking reserves, for me, was aside show. |
would -- | was keen to take the business forward
and develop further opportunities there. And we
saw this acceleration in Block 18 as one method of
demonstrating our commitment to Angola.

Q. Butisit far to say that the
precipitating factor -- that the factor that
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precipitated the interest in Block 18 was the
shortfall in Nigeria?

A. It had acatalytic effect, yes. But
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with the work that was ongoing, we might have come

to that point anyway.
Q. Didyou have any personal conversations
with Philip Watts about Angola?
A. No.
MR. FERRARA: Mark, we've been on about
75 minutes. At a convenient time, are we going to
take a short break?
MR. MILLKEY: That'sfine. Let'sdoit
now.
THE VIDEOGRAPHER: We are going off the
record. Thetimeis11:04 am.
(A recess was then taken.)
THE VIDEOGRAPHER: We are back on the
record. Thetimeis11:22 am.
BY MR. MILLKEY:
Q. Inattempting to find proved reserves
to book in Angola, and specifically in Block 18,
did you deem it important to know what your
partner BP was doing in terms of proved reserves
during that same period?
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MR. SMITH: Object to the form of the
question.

THE WITNESS: Shell Angolawas working
closely with BP throughout this period. Robert
Inglis spent alarge part of histime working with
BPintheir officein London. So there were
regular reviews of each party's position.

BY MR. MILLKEY:

Q. Andwhat was the nature of Mr. Inglis's
work with BP at that time?

A. Largely supervisory, because hewasin
Holland and BP were in London. But he would visit
them regularly to discuss progress.

Q. Do you know whether in early 2000, SDAN
had a general awareness of what BP was doing with
regard to booking proved reservesin Block 18?

A. I'mnot -- as| was not party to the
discussions between SDAN and BP, | don't know
exactly what was discussed, but it wouldn't
surprise me if they knew what each other's
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positions were.

Q. Didyou have any -- at any point did
you learn whether BP intended to book reserves
in -- proved reservesin Block 18 in 20007
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A. Asl recdl, | wasinformed that they
probably would not, but BP had a completely
different system to Shell.

Q. Do you know whether any efforts were
made to encourage BP to book proved reservesin
Block 18 in 20007

A. | wasnot party to any discussion
concerning that.

Q. Do you know whether -- Did you hear
whether Robert Inglis was attempting to convince

BP to book reservesin Block 18 in 20007

A. I'mnot aware that he raised that

subject in particular with them.

Q. Do you know whether BP actually booked
proved reservesin Block 18 in 2000?

A. | don't know for sure, but | -- | don't
think so.

Q. Did SDAN -- If you know, did SDAN
perceive it to be an impediment to Shell's booking

reservesin Block 18 that BP was not going to
in 20007?
A. | don't think that thiswas an issue.
The main issue was that BP come up with a
development plan to develop the oil. | mean, this
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was the critical issue, and thisis what Robert
Inglis was pursuing with BP. The booking of
reserves was part of the process, but it wasn't
the main driver. The main driver wasto generate
value and produce reserves.

Q. Was BP undertaking the technical work
that would permit Shell to make a booking in Block
18 in 20007

A. BPweredoing technical work in a

program agreed with Shell. But Shell were doing
technical work as well with the objective of
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producing oil. The main objective was not to book

reserves.

Q. Areyou aware of anyone at BP
expressing the view that reservesin Block 18
could not, under SEC requirements, be booked as
proved in 20007?

A. | had no personal contact with anybody
in BP.

Q. Would you say that the effort to book
proved reservesin Block 18 in 2000 was
controversial within Shell?

A. | think that'safar too genera a
Statement.
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Q. I'msorry?

A. | believethat statement isfar too
general. Of course, we were hoping to book some
reserves in the course of the process of
developing that project, and it ebbed and flowed.

Q. Would you say there was a debate within
Shell about whether reserves could be booked in
Block 18 in 20007

A. Yes, there was adebate.

Q. What did you understand the issuesin
the debate to be?

A. Volume and whether or not they could be
classified as proven and devel oped.

Q. Do you recall anyone specifically
discussing whether reserves could be booked as
proved in Block 18 under SEC rulesin 20007?

A. Thisdebate we had was alwaysin the
presence of our resident experts, Mr. Aalbers and,
on occasion, Mr. Barendregt. We were guided by
our in-house experts.

Q. Doyou recall specific discussions
where the experts, Mr. Aabers and Mr. Barendregt,

24 discussed whether reserves could be proved under
25 the Shell guidelines?

0059
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2 A. Thiswasan ongoing debate. | can't

3 recall precise dates of meetings, but as we were
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close to each other, we would discussion it on a

regular basis as the project progressed.

Q. WhoisMr. Barendregt?

A. Heistheauditor of Shell reserves --
responsible for the Shell reserves.

Q. Washeemployed by Shell at that time?
A. | believe so, although he was close to
retirement, as| recal. | can't remember whether
he was still in full-time employment or whether he

was acting as a -- beyond his retirement date but
still working full time. | don't recall exactly.

Q. What did you understand hisjob
responsibilities to be?

A. Mr. Barendregt had to be convinced of
the arguments, technical arguments brought forth
by the operating units to sanction any reserves
bookings to ensure that they complied with the
regulations.

Q. And Mr. Aalbers, what again was his
position?

A. Hewasresponsible for collating all
the reserves information from the Shell operating
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units around the world, as | recall. So hewas
compiling the -- compiling the database and then
working closaly with Mr. Barendregt to ensure that
what was reported into him by the operating units
fulfilled the regulatory requirements.
Q. Didyou understand that Mr. Aalbers and
Mr. Barendregt worked together closely?
A. That was my understanding.
Q. How did Mr. Barendregt get involved in
the question of whether reserves could be booked
in Block 18 in 20007?
MR. SMITH: Objection to form.
THE WITNESS: Mr. Barendregt would have
been involved as a matter of course at the end of
the year when the figures were consolidated and
Shell Angola, of course, wanted to ensure that the
bookings they were going to make complied with the
regulations. So it was not unreasonable to
involve Mr. Barendregt as well as Mr. Aalbers.
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BY MR. MILLKEY:

Q. Sohewasinvolved inthe ordinary
course of his duties, you would say?
MR. SMITH: Which "he"?
MR. MILLKEY: Barendregt.
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MR. SMITH: Okay.

THE WITNESS: Yes. Asl understood, it
was due diligence on behalf of Shell Angolato
ensure that Mr. Barendregt was going to approve
the figures that they proposed.

BY MR. MILLKEY:

Q. Sointhediscussion of whether to book
proved reserves in Block 18, there were a number
of players, including, obviously, SDAN itself. |
take it you were involved in that discussion?

A. | wasinvolved.

Q. And Mr. Rothermund was involved?

A. Not on aday-to-day basis, but he was
kept informed of progress.

Q. And Mr. Barendregt?

A. Hewasnot involved on aday-to-day
basis, but when it came close to the deadline when
all operating units had to submit their figuresto
Mr. Aabers, then he became involved.

Q. WasMr. Aadbersinvolved on a
day-to-day basis?

A. Yes. Hewasawaysthereto consult.

Q. Isthere-- Do you know who Rod Sidle
IS?
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A. | beg your pardon.

Q. Doyou know who Rod Sidleis,
Si-d-1-e?

A. | don't recall the name.

Q. Youdon't recall whether he was
involved in the discussion of whether to book
reserves as proved in Block 187

A. | don't recal the name, so...

Q. At some point did Shell Deepwater
Services get involved in the discussion of booking
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reservesin Angola?

A. Notin direct discussions on booking
reserves, no.

Q. What was -- Were they involved in the
discussions of whether reserves could be booked?

A. Not directly.

Q. How would you describe their role?

A. Shell Deepwater Services were providing
atechnical service to Shell Angola

Q. What wasthe nature of the technical
services they provided?

A. Itranged from subsurface
interpretation, to geophysical datato decide
where to drill wells. BP was basically
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responsible for the proposals, but we had to be
well informed to argue with BP on location. So
Shell Deepwater Services were helping Shell Angola
to decide where the best well locations should be.
And then laterally, they were involved
in other technical aspects, reservoir engineering
through to the design of notional development
schemes to evacuate oil from the discoveries that
we were making so that Shell Angola could have a
detailed, in-depth debate with BP on these issues.
Q. Isitfairtosay that SDS, Shell

Deepwater Services, was aplayer in the
discussions about whether proved reserves could be

15 booked in Block 18 in 20007?

16 MR. SMITH: Objection to form.

17 THE WITNESS: Shell Deepwater Services
18 were providing technical analysisto Shell Angola
19 that would help Shell Angola. It was Shell Angola
20 that was discussing reserves, not Shell Deepwater
21 Services. That was not their remit.

22 BY MR. MILLKEY:

23 Q. That wasn't exactly the question.

24 MR. FERRARA: That wasn't the question,
25 but we all know thisis an important areato you.
0064
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2 And | think when you use abstractions like
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"player," it's confusing to the witness. So

perhaps you could frame a question in terms that
perhaps the witness can better understand. But
"player" isan abstraction. God knows what it
means.

MR. MILLKEY: Okay.
BY MR. MILLKEY::

Q. Well revigit that issue when we look
at specific documents. Let me ask you some more
guestions.

Do you recall what point in time Shell
Deepwater Services began providing services to
Shell Angola?

A. Shell Deepwater Services was set up at
around that time. | can't remember precisely the
dates that they opened for business but it was
late '90s, around that time, the objective being
to gather together all the deepwater technical
expertise that Shell had in order to provide a
better service for operating units that had
deepwater assets such as Angola.

So the ideawas that by an operating
unit contracting work to Shell Deepwater Services,
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they would benefit from the knowledge and
experience of this group which was based in
Houston. And the foundation of their knowledge
was the deep water of the Gulf of Mexico where a
lot of techniques had been pioneered which could
be applicable to Shell operating units elsewhere
in the world.

Q. Soisthereaprocessfor an operating
unit getting SDSinvolved initswork? Isit a
matter of just picking up the phone and asking?
|'s there an authorization process? Do you
understand how that works?

A. | don't recall exactly, but something
along those lines. Because, of course, Shell
Deepwater Services would charge for their
services, so there was an internal accounting to
cover that.

Q. Sotheoperating unit would pay Shell
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Deepwater Services?

A. Yes. They'reacting as atechnical
contractor.

Q. | believel've heard Shell Deepwater
Services described as a Center for Excellence. Is
that aterm you've heard?
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A. That wasthe objective, to set up a
Center of Excellence for deepwater exploration and
production.

Q. Does Shell have other Centers of
Excellence throughout the world with the same or
similar expertise in deepwater services?

A. Notthat | recall. The closest thing
to it would be in the North Sea where laterally

they tried to set up a Center of Excellence for
North Sea exploration and production.

Q. Arethose -- that Center of Excellence,
do you recall the name of that, the North Sea
Center of Excellence?

A. No.

Q. What period of time was that?

A. Inmy latter years. | don't recall;

2003 forward. It was something where they were
trying to consolidate all the operations of the

UK, Norway and Holland. So they weren't acting as
independent companies but they were sharing
expertise amongst each other.

Q. Wasthat effort in the North Seawholly
independent of the effort in -- at Shell Deepwater
Servicesin Houston?

0067
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A. Yes asl recall. Although there
undoubtedly would have been alittle bit of
cross-fertilization. But | don't recall exactly.

Q. Do you know whether Shell Deepwater
Services in Houston had any responsibility or
authority over this other Center of Excellence you
mentioned?

A. Not that I'm aware.

Q. Didyou personally ever attend any

Page 41 of 175

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/091206gp.txt (41 of 125)9/18/2007 3:57:35 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/091206gp.txt

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

~ Case 3:04-cv-00374-JAP-JJH  Document 359  Filed 10/10/2007
meetings at SDS in the United States?

A. Yes | did.

Q. How many meetings do you recall
attending?

A. | would not like to put an exact figure
on it, because | visited Houston, on average, six
timesayear. Not solely for businessto do with
Angola, but there were a number of other assets
that | wasinvolved in which required meto go to
Houston. Soif it was abusiness visit or
attending a conference, | would always make the
effort to see as many people as possible to make
the trip worthwhile. And that would usually
involve meeting certain people in Shell Deepwater,
many of whom were personal friends of mine.

0068
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Q. Which personnel within Shell Deepwater
Services do you recall doing work for SDAN during

4 the 2000 period?

© 00 N O O
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A. Thenamesthat | can mention are lan
Hines. Tell meif you want me to stop and spell
it.

Q. What was histtitle, if you recall?

A. Hewasateam |leader of some
description. | can't remember exactly.

Barry Knight, who was more on the
platform design and construction side.
Q. Were heand Mr. Hines on roughly the
same level?

A. | don'trecal. | would say that

Mr. Knight was maybe alittle more senior than
Mr. Hines, but | don't recall.

There was aguy called Derek Newberry,
who was an earth scientist.

Rich Searswas in a sort of overseeing
capacity, more from a strategic point of view.

| think those were the key players.
There may have been more, but | don't recall the
names.

Q. Did Shell Deepwater Services create a

0069

1

GORDON PARRY 69

Page 42 of 175

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/091206gp.txt (42 of 125)9/18/2007 3:57:35 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/091206gp.txt

©CooO~NOOTPA~WN

10

NNNNNRPRRRRRRRR
BWONRPOOWONOUNWNEPR

25

Case 3:04-cv-00374-JAP-JJH  Document 359  Filed 10/10/2007
Block 18 team specifically to work on issues

related to Block 187

A. There were dedicated people that worked
on Block 18 asapriority, yes. But they also
shared their time with other projects, too.

Q. Didthat team have a-- Y ou mentioned
Mr. Hines as ateam leader. Was he the team
leader for a Block 18 team?

A. | can't remember if that was his exact
title, but he was, as| recall, the main contact

person, one of the main contact persons. | didn't
deal directly with Shell Deepwater Services. That
was done through Shell Angola, because Shell
Angolawas the client.

Q. Butyoudid-- Did you attend any
meetings that were specifically held in the United
States relating to Block 18?

A. 1did.
Q. Youdid. How many meetings do you
recall?

A. Two, to be-- that | can remember quite
clearly. Onewasin thefall of 2000, which
coincided with a conference in New Orleans, and
laterally in December of 2000.
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Q. What was the purpose of the fall
meeting regarding Block 18?
A. A progress meeting. Asl said, there
was what was called a deepwater event which were
held about twice ayear where all Shell staff
involved in deepwater ventures around the world
gathered together to exchange experiences and
learn from each other. And | took the opportunity
during that conference to try to get together the
key players from Shell Deepwater Services and
Shell Angola and myself to discuss progress on the
Block 18 project.
Q. Werethekey players-- Werethe
players from Shell Angolathere for the
conference, or were they there for the meeting?
A. They were therefor the conference
primarily.

Page 43 of 175

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/091206gp.txt (43 of 125)9/18/2007 3:57:35 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/091206gp.txt
Case 3:04-cv-00374-JAP-JJH  Document 359  Filed 10/10/2007
19 Q. How long did this meeting last, if you

20 recal?
21 A. | don'trecal.
22 Q. Doyou recall whether al of the
23 individuals from Shell Deepwater Services who
24 you've mentioned attended the meeting?
25 A. | don't recall the exact attendance. |
0071
GORDON PARRY 71

have afeeling that one or two of them may have
been missing. Barry Knight might have been
missing. | don't recall exactly the attendance.

Q. Who from Shell Angolaor SDAN attended
the meeting?

A. Tomy recollection, Grigore Simon and
Robert Inglis. But | can't be sure. It'stoo
long ago to recall exactly.

Q. Wereyou the only person attending from
EPG?

A. Martijn Minderhoud might have been
there.
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THE COURT REPORTER: I'm sorry, who?
THE WITNESS: Martijn Minderhoud,;
M-a-r-t-i-j-n, Minderhoud, M-i-n-d-e-r-h-o-u-d.
Q. What was Mr. Minderhoud'stitle, if you
recall?
A. Hewasvice president for EPG for
sub-Saharan Africa.
Q. Inthe EPG hierarchy, how did herelate
to you?
A. Hewasdlightly more senior to me.
24 Q. But hewasnot your supervisor?
25 A. No.
0072
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Q. What were hisresponsibilities?

A. Hehad moreregional strategic
responsibilities than actually looking after the
individual nuts and bolts of individual companies;
more from a strategic point of view.

Q. Canyou give me an example of the kinds
of things that he might have -- the kinds of work
he did?

©CoooO~NOOLPA~WNPE
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A. Positioning Shell's African ventures.

But he took an overall view on everybody's
portfolio within EPG, so we could be guided by
him. Hewasn't directly supervising us as such,
but we would be guided by his overall strategic
view.

Q. Didhework very closely with
Mr. Rothermund?

A. Yes

Q. Thismeeting, | know you can't recall
how long it lasted. Was it more than one day?

A. It definitely would not have been
longer than aday, no.

Q. Butit might have been afull day?

A. Itwouldn't have been afull day. It
would have been in and around the conference

0073
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activities.

Q. What do you recall being discussed at
that meeting?

A. Itwasjust basically aprogress-- a
technical progress report and an exchange of views
to allow each party to explain where they were at
at that point in time.

Q. Werethereformal presentations given

at the meeting?

A. Not formal, but informal exchange of
views around atable such asthis.

Q. Wasthe meeting planned in advance of
your arriving at the conference?

A. Asl recdl, | had e-mailed the various
people to suggest that we should take advantage of
that conference to have a meeting.

Q. What do you recall specifically being
reported about the progress being made in Block
187

A. | can't remember exactly the details of
the discussion. It was sort of one of many
ongoing discussions, either by -- between Shell
Angolaand myself or -- just one of many
milestones along the road. | don't recall

0074
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GORDON PARRY 74

exactly.

Q. Do you recall whether the booking of
proved reservesin Block 18 was a discussion at
that meeting?

A. | don't recal precisely, but | can --

MR. FERRARA: What you recall --
Testify to what you recall, what you know. He
doesn't want you to speculate.

THE WITNESS: | would prefer not to
speculate. | can just make the general remark
that as we were nearing the end of the year,
nearing the date on which numbers had to be
supplied to -- that SDAN had to supply numbersto
Anton and Remco, that it would have been on the
agenda. But | can't recall precisely what was
said.

BY MR. MILLKEY:

Q. And by "numbers," you mean proved
reserve numbers?

A. Yes. Those amongst others would have
been discussed, yes. But | don't recall the exact
content of the discussion.

Q. Was SDS given the task of determining a
number that could be booked in terms of proved

0075
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reservesin Block 18? Was that a subject they
discussed? Were they given the task of
determining whether or how -- whether proved
reserves could be booked in Angolain Block 187

A. SDSwere given the task to devise the

most appropriate development scheme to evacuate
the oil reserves, and as part of that process they
would have taken into account various reserve
volumes; alow, amost likely, and ahigh case.

But the decision on what number is actually booked
fell to Shell Angolain consultation with Remco
and ultimately with Anton.

Q. Didyou ever expressto anyone at Shell
Deepwater Services that it was important that
proved reserves be booked in Block 18 in 20007

MR. SMITH: Objection to form.
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THE WITNESS: | raised the issue from

the meeting that | referred to earlier on when
this problem was first highlighted in the EPG
meeting. | relayed that to book reservesin
Angolawould help the EP case. But again, it was
not a directive to book reserves, in no way.
BY MR. MILLKEY:

Q. Who do you recall communicating that to

0076
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at Shell Deepwater Services?

A. To Grigore Simon and Robert Inglis and
Peter Osborne.

Q. Didyou convey that to anyone at Shell
Deepwater Services as opposed to the gentlemen

with SDAN?

A. Thisinformation was conveyed to Shell
Deepwater Services, yes.

Q. By whom?

A. | can'trecal precisdly. | may have
copied them on an e-mail, or it may have come from
Robert Inglis. | don't recall precisely. But it
was definitely conveyed to them. Because the
business challenge was not just to Shell Angola
but to all staff working for Shell Angola

Q. Maybeit makes sense to start looking
at afew documents.

(Exhibit 1 marked for identification and
attached hereto.)

BY MR. MILLKEY:

Q. Mr. Parry, you've been given a copy of
what's been marked as Exhibit No. 1, Parry Exhibit
No. 1. If you could just spend afew moments
looking this over to seeif you recognizeit.

0077
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I'll ask you some specific questions about
specific portions and give you timeto read those
portions.

Parry Exhibit 1 has a Bates range
SMJ00034876 through 84. It'san e-mail string.
The earliest email in the string is dated
February 10, 2000, and the last is dated
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September 16, 2000.

Mr. Parry, do you recognize this e-mail
string?

A. Yes | do.

Q. I'dask you to turn your attention to
the last page of the exhibit, which isthe
earliest eemail. It'sfrom Mr. Minderhoud to
Mahdi Hasan with acc to you. It's dated
February 10, 2000, with are line " Cluster
development Angola.”

Who is Mr. Hasan?

A. Mr. Hasan wasin Shell Deepwater
Services, and | think his position was platform
construction design and platform construction. |
personally had no contact with him. Hisfield of
expertise was way beyond mine.

Q. Now, therelineis"Cluster

0078
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development Angola." What do you understand the
term "cluster development” to mean?

A. Asl explained to you before, Angola
was a complicated block. It wasn't just one
single accumulation. It was a number or acluster
of smaller accumulations, and the trick was how to
combine all these smaller accumulations into an
efficient evacuation system.
Q. Thefirst line of the e-mail suggests
that you had had a conversation with
Mr. Minderhoud about something called mini-DVA
satellite development. Theline says: "l
understand from Gordon that you guys are actively
looking at applying your mini-DVA satellite
development approach to see whether Angola Block
18 could be made commercial already." It goeson
from there.
Do you recall having a conversation
with Mr. Minderhoud about that?
A. | recal recelving a message from
Mr. Minderhoud where he first raised the
possibility of this particular system, which |
have to say | know absolutely zero about. It's
completely strange to me because it's way out of
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GORDON PARRY 79
my expertise. But it's something that
Mr. Minderhoud had heard about himself as a
possibility, and he was basically challenging --
wanting to challenge SDSif this particular
technique could be applicable to Angolato
incorporate in a development scheme.

Q. Do you know where Mr. Minderhoud got

the idea?

A. From discussions probably -- | can't be
sure, but | think from Nigeria, because it's
referred to. Mr. Minderhoud had an interest in
al the African ventures, and Nigeriain
particular.

MR. MILLKEY: Do you want to switch the
tape?

THE VIDEOGRAPHER: This marksthe end
of Tape 1 in the deposition of Mr. Parry. We are
going off therecord. Thetimeis12:06 p.m.

(A recess was then taken.)

THE VIDEOGRAPHER: This marksthe
beginning of Tape 2 in the deposition of
Mr. Parry. We are back on therecord. Thetime
1$12:08 p.m.

BY MR. MILLKEY:
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Q. Attheend of that same e-mail,

Mr. Minderhoud use the term "portfolio
management." What did you understand that term to
mean?

A. | don'trecal.

Q. Wasit Mr. Minderhoud's hope that the
mini-DV A technology would make it possible to book
proved reserves across the Block 18 structure?

MR. SMITH: Could we have atime frame?
Do you mean at the time of thise-mail or later?
MR. MILLKEY: At thetime of this
e-mall.
THE WITNESS: At thetime, |
interpreted this message as Mr. Minderhoud just
putting in a constructive suggestion and
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requesting that SDS look at its applicability to

developing -- to developing Block 18. Because the
other blocks that Shell was very interested in
chasing at that time were similar -- geologically
similar. Soif we could develop atechnique that
was applicablein Block 18, it would have benefits
in the neighboring block which we hoped to acquire
at alater date.

BY MR. MILLKEY:
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Q. Do you recall whether this e-mail was
sent before or after the shortfall in Nigeria
became apparent?

A. | can't be precise on the timing of
these events.

Q. Onthe next -- on the page before this,
SMJ34882, at the bottom, thereis an e-mail from
Mahdi Hasan dated February 15 to Mr. Minderhoud
with a cc to you, and this e-mail appearsto be

his response to Mr. Minderhoud. And he says:
"Sorry for the late reply, but your comment about
us actively looking caught me off guard.”

| gather from this e-mail that at this
juncture, at least, SDS was not doing a
substantial amount of work on Shell Angola; is
that correct?

A. | can't recal thetiming of these
events --

Q. | understand.
A. --orat what level of intensity the
activity was at that point.

Q. Thee-mail abovethat oneisfrom
Mr. Minderhoud dated February 15th to Mr. Hasan
with a cc to you, and he says, in part: "I would

0082
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love to prove that we Shell think Block 18is
already economic whilst BP/Amoco still think they
need the fourth well."

Do you understand the fourth well to
mean an appraisal well?
A. | don't recal what he was referring
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to, and | don't recall which -- exactly which well

itis, the fourth well.

Q. At thisjuncture, Shell had not dug any
appraisal -- at this juncture, no appraisal wells
had been dug, correct? | believe that was your
testimony from earlier.

A. Yeah. If wehad dug three wells, they
would have been three exploration wells.

Q. Do you know whether it was
Mr. Minderhoud's belief that proved reserves could
be booked without an appraisal well?

A. | wouldn't like to speak on behalf of
Mr. Minderhoud.

Q. Now, the next earlier e-mail is dated
April 17th. It's at the top of that same page and
the bottom of the previous page, from
Mr. Minderhoud to Mr. Inglis, again with acc to
you. "l have some months ago extended this
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challenge to SDS to see whether their mini-DVA
concept could be the winner in Angola.”

What did the term "challenge" mean?

A. Asl said before, Mr. Minderhoud came
with this idea from a discussion with somebody, or
he had read it, and was trying to be helpful. He
himself is-- he'snot an engineer. He'sa
research geophysicist. He was challenging SDS to

look at this system to see whether it had
application in Angola. And he wanted an answer to
his question.

Q. Now, on the page before that, 34881,
about halfway down, there appears to be aresponse
from Mr. Inglis to Mr. Minderhoud dated
April 29, 2000. He saysin the second paragraph:
"I have had some material from SDS, but none of
thisindicates that min-DV A will do much for Block
18. | will discuss further during my visit to
Houston next week."

Was it your understanding that the
min-DV A system was unlikely to be helpful with
respect to Block 18?

A. That was my understanding from the
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discussions | had with Robert Inglis, because my
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first port of call when | was asked this question
was to talk to Robert Inglis because he had more
knowledge about it than | did. And he ultimately
asked the question with SDS.

But the vibration | was getting was
that, you know, this was not applicable and we
shouldn't be wasting our time chasing it.

Q. Now, Mr. Inglisrefersto hisvisit to
Houston the next week. Do you know anything -- do
you know why he was traveling to Houston?

A. | don't know. Hetraveled regularly to
Houston.

Q. Why would Mr. Inglis have occasion to
travel regularly to Houston?

A. For discusses with SDS.

Q. About Angolareserves? Or about
Angola?

A. About Angola

Q. Thenext earlier email in the string
is actually several months later. It's on the
same page, 81, from Mr. Minderhoud sent on
August 17th to Mr. Inglis with a cc to you, among
others, including Peter Osborne. Do you know who
Fran Lohr is, L-o-h-r?
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A. Yeah.

Q. Whoisthat?

A. Shewasasoin Shell Deepwater
Services but on the exploration side.

Q. Mr. Minderhoud writes. "What isthe
latest on this? With our new discovery, the light
at the end of the tunnel isvery near. Canwe
make a competitive proposal to BPA?'

Do you know what he was referring to
when he wrote "new discovery"?

A. I'mpresuming it was one of the
sequence of the six discoverieswe made. But |
don't know from thiswhich one it was. But with
each subsequent discovery, it became clearer that
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16 therewasvaluein that block and that we should
17 belooking closely at developing it.

18 Q. When hesays. "Canwe make a

19 competitive proposal to BPA," BPA refersto
20 BP/Amoco?

21 A. BPAnNgola

22 Q. Ah.

23 A. Yes, | presume so.

24 Q. What kind of proposal was he talking
25 about there, if you know?

0086
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2 A. | don't know precisaly. | can-- | can

3 guess, but | don't know precisely.

4 Q. Waédll, recognizing that it's a guess,

5 what would your guess be?

6 A. That we make BP an offer to take over
7 their share of the business.

8 Q. Do you know whether a proposal along
9 thoselines was ever made in 2000?

10 A. Itwasnot. The exposurewould be too
11 high.

12 Q. And by that, you mean --

13 A. Weédll, to have 100 percent of the

14 venture, the financial and risk exposureisjust
15 too high. But as| mentioned before, we were
16 aways assessing the value of each component in
17 the portfolio on aregular basis.

18 Q. Now, thereisafairly long gap between
19 thise-mail and the one beforeit, from

April 29th to August 17th. Do you know whether
SDS was continuing to do work with regard to Block

22 18 during that period of time?

23 A. | think it'safair assumption to say

24 that they were, yes.

25 Q. Okay. The next earlier email begins
0087
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2 on page 34879. It'sfrom Mr. Hines dated

3
4
5
6

August 24th to Mr. Inglis and to Patrick Smith.
Who is Mr. Smith?

A. | don't know.

Q. Youwerenot specifically copied on
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thise-mail. Do you remember -- do you recall

reading it before today?

A. | dont.

Q. It'salonge-mail. I'm not going to
ask you guestions about all of it. But Mr. Hines,
who again iswith SDS, says. "Asdiscussed, some
discussion on the DVA concepts, the real issue
here is now managing the potentially unrealistic
expectations which may have been created by
generalizing the existing min-DV A experience."

Do you have any understanding what he's

talking about here?

A. ldon't. Asl mentioned, | have no
knowledge of this min-DV A concept.

Q. My assumption in reading thisisthat
Mr. Minderhoud may have developed an unrealistic
expectation about the ability of min-DVA to be
helpful in Block 18. Do you think that's possibly
what he's talking about?

0088

1
2
3
4
5
6
7
8
9

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

GORDON PARRY 88

MR. FERRARA: Sir, he said he doesn't
recall. How could he legitimately testify about
your assumption of what this means without it
being gross speculation, which | presume you don't
want?

MR. MILLKEY: That'safair point.
BY MR. MILLKEY:

Q. Let'sputitthisway. It wasyour
understanding that the min-DV A concept, based upon
what you had heard, was not going to be applicable
to Block 18; isthat correct?

A. Yes. Therewas clearly push-back.

Q. From--

A. FromInglisand from SDS. But
Minderhoud, having asked the question, was keen to
get a considered answer.

Q. Attheend of that same paragraph it
refers to "subsurface uncertainty.” Do you know
what that refersto?

A. Canyoujust indicate?

Q. Oh,I'msorry. It'sat the top of
page 34880.
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A. Subsurface uncertainty | would

interpret as being able to image accurately the
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reservoir.

MR. FERRARA: Sorry, before you go on,
| just would like to ask, if you could, to double
back for a moment to page 74, line 24. | heard
two thingsin an answer, but | only see one
recorded. | was curiousif you heard the same
thing | did. On 24, | heard the witness say from
Inglisand SDSand al | see hereisSDS. And |
don't want to interrupt your line of questions,

but since | know thisis an area of importance,
apparently, to you --

MR. MILLKEY: Yes, hedid say that.

Y ou're correct.

MR. FERRARA: So perhaps we should just
acknowledge that among ourselves and go on? Or
would you like to ask the question again?

BY MR. MILLKEY:

Q. Mr. Parry, amoment ago, just to
clarify, you said there was clearly push-back.
Who was the push-back from?

A. Asl recdl, initialy from Mr. Inglis,
and subsequently from SDS.

Q. Doyou know whether Mr. Inglis-- Do
you know whether Mr. Inglis gave push-back
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specifically because of conversations he had had
with SDS?
A. No. When Martijn sent me this message,
my reaction, as | have no knowledge of this
subject, was to ask Robert Inglis as the first
port of call, and he would have subsequently asked
SDSfor their even more detailed knowledge of it.
Q. Okay. I'd ask you to turn your
attention to page 34878. Thereisan e-mail from
Mr. Minderhoud to you with a cc to Mr. Rothermund
and S. Lovelock. Do you know who Ms. Lovelock is
or was at that time?
A. Yes. Susan Lovelock wasthe regiona
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finance advisor in EPG.

Q. Doyou recall receiving thise-mail?

A. | recall thisbeing part of that chain,
yes.

Q. Now, thefirst line of the e-mail
reads. "Gordon, sorry to keep harping on this
one, but theway | seeitis (1) to get reserves
booked in 2000 one way or another; and (2) to then
start drilling appraisal wells as Capex
thereafter."

Isit fair to say that Mr. Minderhoud
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felt that it was imperative to book reservesin
Block 18 in 20007

MR. SMITH: Objection to form.

THE WITNESS: Mr. Minderhoud, asa
prominent member of EPG, saw it as a business
challenge, asweall did. And | interpreted this
issue of the min-DV A asjust his enthusiasm to
make a suggestion that might progress the Block 18

project.
BY MR. MILLKEY:

Q. Didyou construe the words "one way or
another" to mean that he believed there was a
mandate to book reservesin Block 18 in 2000?

A. Heknew, asl did, that it had been
suggested that we could, if things went well, book
reserves for Angola. And the business challenge
was to progress that project as rapidly aswe
could, and if we were able to book reserves, that
would be a good thing.

Q. Isthat how you understood the words
"one way or another"?

A. Yes

| would like to point out with alot of
these e-mails, not only from Mr. Minderhoud but
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Mr. Rothermund, that they are non-English speaking
and they quite often tend to use words and phrases
that you and | would interpret differently.
Q. The second half of that sentence he
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says, "to then start drilling appraisal wells as

Capex thereafter."
What did he mean by the term " Capex"?
What does that mean?

A. "Capex" isshort for capital
expenditure. Each year in the capital allocation
process, operating units are allocated Expex or
Capex. Capex is capital expenditure and Expex is
exploration expenditure. And they -- they are
different categories and they are treated
differently in the accounting procedures. But |
would hesitate to go into more detail after so
many years absence.

Q. Didyou understand Mr. Minderhoud to be
suggesting that appraisal wells should be drilled
after the booking of proved reserves?

A. |interpret thisto try to influence
the -- how "expenditures" was defined.

Q. You mean Capex as opposed to Expex?

A. Sothat Shell Angolawould not be
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drawing upon BP's global exploration budget,
because there would have been alot more
competition for those dollars than there would be
for Capex.

Booking reserves would have a positive

effect on the value of the block. It would not

only be good for the value of the block, but it

would also put Shell -- The strategy was to put
Shell Angolain a position for future business.

We were at the time pushing hard to devel op other
businessin Angola, in particular Block 34, which
isreferred to in one of these e-mails, whichis
sitting right next to Block 18 and could possibly
have been included in any future devel opment
project.

And not only that, but there were also
other, at the time, highly prospective blocks
which the Angolan government were still to offer
companies, and Shell wanted to position itself as
aprime runner for one of those blocks.

Q. If Shell had all these other business
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purposes for wishing to book reservesin Block 18,

why didn't SDAN put Block 18 reserves on its
scorecard for 20007?
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A. Because at the time, it was not mature
enough to do that. | mean, booking reserves has
nothing to do with increasing your business there.
Booking reservesis sort of abureaucratic
exercise that you do at the end of the year based
on the knowledge that you have and regulated by
the in-house experts.
My main challenge was to develop
Shell's business in Angola, to increase the
business there, to add value for the company. And
there were highly prospective blocks -- considered
highly prospective blocks out there available at
that time. So to pursue Block 18 was avery
positive step.
Q. Butisn'tit truethat the booking of
proved reserves was important for the independent
reason of compensating for the shortfall in
Nigeria?
MR. SMITH: Objection to form.
THE WITNESS: If we had booked reserves
in 2000, it would have helped fill that hole.
BY MR. MILLKEY:
Q. Turning to page 34877, at the bottom
thereis an e-mail from you dated September 13th
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to Mr. Inglis. Thetextis: "Raob, any ideas how
to satisfy him once and for all?"
The "once and for al" language
suggests a certain aspiration on your part. Is
that fair?
A. Mr. Minderhoud was a bit like a dog
with abone on thisissue. He wanted hisideato
be considered properly. And all the messages |
was receiving was that we were wasting our time,
so | wanted to divert our energies on more
meaningful projects, more meaningful work.
MR. MILLKEY:: | think I'm ready to move

Page 58 of 175

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/091206gp.txt (58 of 125)9/18/2007 3:57:35 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/091206gp.txt

14
15
16
17
18
19
20
21
22
23
24
25

Case 3:04-cv-00374-JAP-JJH  Document 359  Filed 10/10/2007
on to the next exhibit. We're very closeto

12:40. Do you want to break for lunch?
THE VIDEOGRAPHER: We are going off the
record. Thetimeis12:38 p.m.

(A recess was then taken.)

THE VIDEOGRAPHER: We are back on the
record. Thetimeis1:28 p.m.
BY MR. MILLKEY:

Q. Mr. Parry, do you still have Exhibit 1
handy? Could you turn to page 34878. That'sthe
page where Mr. Minderhoud wrote at the top: "But
theway | seeitis(1) to get reserves booked
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in 2000 one way or another."

At the bottom of that page he writes:
"However, nobody said that you had to actually
execute that scheme. Asyou state, you do not
requireto take FID. You can happily continue
drilling to prove up a better scheme. The
existence of such smaller dummy scheme would
probably not allow you to book more than the

reserves you can actually produce with it, but it
would be a start.”
What does the term "FID" mean?

A. Fina investment decision.

Q. Andwhat isthat?

A. It'sthe point when the company commits
to spend the money to develop afield. So plans
are made. A development plan is made, costed, et
cetera, and at a certain point the senior
management of the company have to decide whether
to make the investment or not.

Q. Wasit your understanding at that time
that it was permissible for Shell to book proved
reserves before FID?

A. | don't recal the exact date. There
was a discussion surrounding whether you could
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actually book it prior -- before or after. But |
don't remember the details of the discussion. But
it was certainly an intrinsic part of the
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discussion.

Q. Now, when Mr. Minderhoud writes "Nobody
said that you actually have to execute that
scheme,”" did you have an understanding of what he
meant by "that scheme"?
A. | think | would interpret it asa
notional scheme based upon which you could take --
you could takean FID. But | would not like to
say -- | don't remember whether or not |
challenged him on what he actually meant, so it's
probably better you ask him.
Q. Now, when he says "the existence of
such smaller dummy scheme,” what did you
understand him to mean by that term?
A. Other schemes, other possible schemes
that would do the same job. In such acomplicated
area, it would be normal to test out a number of
different possibilities to see which oneis going
to be the most efficient and cost effective. And
Shell Deepwater would have been investigating
these various schemes. Y ou could argue that the
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min-DV A was one such scheme.

Q. AmI correct that what he is suggesting
hereisthat it may be possible to book reserves
utilizing a smaller scheme than the scheme he had
previously been contemplating for the whole Block
18 structure?

MR. SMITH: Objection to form.
BY MR. MILLKEY:
Q. Let merephrase that.

Did you understand him to mean that it
might be possible to book reserves through another
scheme which he -- another smaller scheme which he
referred to as a dummy scheme?

MR. SMITH: Objection to form again.

THE WITNESS: | saw thise-mail asa
continuance of his attempt to stimulate discussion
on what was an appropriate scheme to develop those
reserves.

BY MR. MILLKEY:
Q. Wasit your understanding from this
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e-mail exchange that you and the people in Angola

and Shell Deepwater Services were to find some way
of booking reservesin Angola, that that was your
mandate? That was your charge?
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A. Our charge wasto develop the reserves.
Booking was a step along the way, and we had been
given abusiness challenge to -- to try to book
reserves if possible. But | saw that asa
business challenge to, if you will, fast-track
this development, to realize the value in that
block as early as possible. And part of the step
along the way would be to book reserves,

Q. Didyou understand him to be requiring
SDAN to book reserves based upon this e-mail
exchange?

A. | didn't seethat -- that as a message
inthisat al. | saw it purely asMartijn asa
technical person challenging the technical
establishment to come up with solutions and
explore all the different avenues. Booking
reserves, if we could achieveit, that would be
fine.

Q. Now, you said earlier your deposition
had been taken once before during the SEC
investigation; isthat correct?

A. That'scorrect.

Q. Doyou recall being shown this e-mail
exchange during that deposition?
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A. It'spossible.
Q. Why don't we mark that testimony as an
exhibit.
(Exhibit 2 marked for identification and
attached hereto.)
BY MR. MILLKEY:
Q. Mr. Parry, does this appear to be the
transcript of the deposition that you gavein
connection with the SEC investigation?
MR. SMITH: Objection to form.
MR. MILLKEY: Excuse me?
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MR. SMITH: | objected to the form of
the question.

Do you want him to read the whole thing
to see whether --

MR. MILLKEY: No, | don't want him to
read the whole thing. | want to draw his

attention to page 40, 39 and 40 of the transcript.
BY MR. MILLKEY:
Q. Specifically the top of page 40 where
the SEC attorney says. "We've got
Mr. Minderhoud's e-mail referring to asmaller
dummy scheme, and he used the term ‘dummy scheme,’
and he even suggested that you don't necessarily
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have to execute that scheme. And you have
Mr. Rothermund agreeing with that in his e-mail
sitting next to you."

Actually, that is referring to a second
e-mall | have not shown you that | will show you.
But the question was asked: "Wasit your
understanding from this exchange that the people
in Angola and Shell Deepwater Services were to
find some way of booking reservesin Angola? That
was your charge?"

And you answered "Yes." Was that
answer accurate.

MR. SMITH: Objection to the form of
the question.

THE WITNESS: It was part of the
process of developing the field, and booking
reserves was -- If we could do it, we would do it.
BY MR. MILLKEY:

Q. Wasthere areason why during the SEC
examination you simply answered "yes" without that
further explanation?

MR. SMITH: Objection to the form of
the question.

25 THE WITNESS: | can't -- I've answered
0102
1 GORDON PARRY 102
2 the question today on the basis of what |

3

remember. My understanding issimilar in general

Page 62 of 175

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/091206gp.txt (62 of 125)9/18/2007 3:57:35 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/091206gp.txt

4

25

Case 3:04-cv-00374-JAP-JJH  Document 359  Filed 10/10/2007
terms to how it was.

MR. MORSE: Do you plan to go through
his testimony on al the questions that he was
asked?

MR. MILLKEY: No, | do not intend to do
that.

MR. SMITH: I'djust like to note for
the record that thisis not a signed transcript.
Okay?

BY MR. MILLKEY:

Q. Mr. Parry, do you believe that the
excerpt that we just read from, do you have any
reason to believe that the excerpt which we just
read from your SEC testimony was inaccurate in any
way?

A. | have no reason to believe that. |
answered the questions at the time to the best of
my ability.

MR. SMITH: | think that's not his
question. | think his questionis: Do you have
reason to believe that the transcript itself is an
accurate transcription of what you said at the
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testimony?
THE WITNESS: | takeit ontrust. |
don't remember what | said.
MR. MILLKEY: Why don't we mark No. 3.
(Exhibit 3 marked for identification and
attached hereto.)
MR. MILLKEY: We should probably note
that the document that was marked as Parry
Exhibit 2 was, | believe, produced to us by Shell.
It has the Bates range SCA 00003193 through
SCA00003219, and it appears to be a transcript of
adeposition that occurred at the Securities &
Exchange Commission on November 4, 2005. The
deposition was of Mr. Parry.
BY MR. MILLKEY:
Q. Looking at Exhibit 3, thisis another
e-mail string. The earliest e-mail in the string
was February 10, 2000. Thelast e-mail in the
string is September 18, 2000. The Batesrangeis
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SMJ00040503 through 511.

Mr. Parry, many of the emailsin this
string were also part of the previous exhibit.
The e-mail string took a divergence, | believe, on
page 40505 with the e-mail of Mr. Rothermund to

0104

©OCooO~NOOLPA~WNPE

10

NNRPRRRRRERRR
PO OWWOWNOOOUNWNER

22
23
24
25

GORDON PARRY 104
you date September 18, 2000. If you look at the
following page, | think you'll see that that's
Mr. Minderhoud's e-mail to you that we were just
discussing as part of the Exhibit 1.

Now, Mr. Rothermund, in addition to
sending the e-mail to you and Mr. Inglis, hasacc
to Ms. Lovelock, Mr. Minderhoud and Matthias
Bichsel. Who is he?

A. Mr. Bichsel wasthe head of Shell
Deepwater Services.

Q. Andhesays. "Gentlemen, against the
background of Martijn Minderhoud's e-mail, with
which | fully agree, let me make afew supporting
comments.”

Then he says. "One of the most
important elements in the EP scorecard is reserves
replacement. It isessential that we should come
up with imaginative ways of booking those reserves
we have. Martijn's approach is such an
Imaginative approach.”

Y ou received thise-mail, sir?

MR. MORSE: | would like to make one
note.

MR. MILLKEY: Did | misread it?
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MR. MORSE: You misread it, yeah. You
said "one of the most important elements.” The
word "most” is not in there.

MR. MILLKEY: You're correct. "One of
the important el ements in the EP scorecard is
reserves replacement.” My apologies.

BY MR. MILLKEY:

Q. Didyou understand Mr. Rothermund to be
suggesting that the EP scorecard was -- Strike
that.
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Did you understand Mr. Rothermund to be

saying that we must find a way to book reservesin
Block 18?

A. | seethisas stressing the message
that he delivered at the EPG meeting, that if we
can book reservesin Block 18, that would be a
good thing.

Q. Didyou understand him to be saying
that one of the forces driving his desire to book
reserves was the scorecard, the EP scorecard?

A. Clearly, booking of reserves was an
element on that scorecard, and Mr. Rothermund may
have found that, for him, very important. Clearly
important, as he had had direction from his
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superior.

Q. Excuseme, sir?

A. Hehad had a message from his superior

that it was something that we should address.

Q. Hissuperior being Philip Watts?

A. Uh-huh.

Q. Thee-mail goeson: "Let'snow use
it" -- and | believe he'sreferring to an
Imaginative approach such as Mr. Minderhoud's --
"and use it for what it is meant to be, not a
final scheme for some optimal field development,
but a scheme for the early booking of value."

Again, did you take that language to
convey that some scheme should be found for the
booking of proved reserves?

A. | took it as part of the debate that we
should find an optimum solution for thisfield
development. Neither Mr. Minderhoud nor
Mr. Rothermund are expertsin that field. And |
was taking the advice of people in Shell Angola
and Shell Deepwater Services asamore
authoritative view on these things. But both
Mr. Minderhoud and Mr. Rothermund were seeking --
trying to encourage people to seek solutions.
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Q. Now, the next paragraph reads. "l am
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getting quite disenchanted to notice that each

time anew ideafor reserves booking is coming up,
we spend determined time to shoot it down rather
than to see how to progressiit.”

In that paragraph, did you understand
him to be discussing field development or booking
reserves?

A. A combination of both. But statements
like that, having worked for Mr. Rothermund for
quite along time, | would discard it as being
just Mr. Rothermund.

Q. Sowhen he usestheterm "reserves
booking," he may have meant something different
than just reserves booking? Isthat what you're
suggesting?

A. Heé'sclearly very interested in
reserves booking. But my personal objective was
to get this project working and not to be
deflected by alot of comments coming from outside
sources who didn't have detailed knowledge of the
project.

Q. Areyou suggesting -- are you referring
to Mr. Rothermund's comments as such comments?

0108
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A. | don't feel that the comments were
particularly helpful to the case.

Q. Would you agree that based upon the
language he used, his utmost concern appeared to
be reserves booking?

MR. SMITH: Objection to form.
THE WITNESS: | could speculate, but |
think you should ask him.
BY MR. MILLKEY:

Q. Thefollowing paragraph reads: "Itis
agreat shame that we did not manage to drill
appraisal wellsfirst in Block 18. | would not be
surprised that one of the reasons for thisis that
ideal field development was seen as more important
that early booking of value." | believe he meant
"than early booking of value."

Did you understand him to be suggesting
that the early booking of value was more important
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than ideal field development?

A. He'sexpressing his opinion here, and
with the benefit of hindsight, one might have done
things differently. But we basically had to drive
the project forward as best we could given the
circumstances at the time. And if we were able to

0109
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book reserves based on the work that was being
done on behalf of Shell Angolaby SDS, then fine.

Q. Hefinishes hise-mail with the words:
"Ml ease be guided accordingly."
Did you understand this as a directive
that reserves were to be booked in Block 187
A. | interpreted this as pressure --
pressure to pursue the project; that he was
interested in pursuing this project, and if we can
book reserves, that's fine.
Q. Atthetimeyou received this e-mail,
did you have any understanding of why
Mr. Minderhoud would have cc'd Mr. Bichsel?
A. No.
Q. Inan earlier answer you said "but we
basically had to drive the project forward as best

18 we could given the circumstances at the time."

19 What did you mean by the phrase "the circumstances
20 at thetime"?

21 A. Given the status of the drilling

22 results up until that time.

23 Q. And you understood the status of those
24 resultsto be what?

25 A. They wereadl positive. The strategy
0110
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2 had been to drill separate structures which each

3 inturn were oil discoveries on separate

4 structures.

5 Q. Andthose are exploration wellswe're

6 discussing, right?

7 A. That'sright.

8 Q. Thefirst page of thisexhibit is

9 SMJ00040503. At the bottom of the page thereis

10

an e-mail from Robert Inglis dated
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September 18, 2000, to Heinz Rothermund with a

number of cc's, including one to you.

On page 504, Mr. Inglis refers to the
visit to Angolaearly in the year. Do you know
anything about that visit?

A. 1 canonly assumeit wasthevisit we
discussed earlier. In my recollection,

Mr. Rothermund only went there once.

Q. Andthen hesays. "Our plan wasto
steer BP to provide the necessary basis or
undertake a small study ourselves to provide the
technical basisto justify booking reserves. BP
do not plan to book reserves this year."

Do you know whether BP was convinced to
undertake the study that this e-mail refersto?
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A. | don't. | wasnotinvolved inthe
day-to-day business between Shell Angola and BP.
Q. Itsays: "BP do not plan to book
reservesthisyear. They say thisisnot a
priority for them, and they want to see a bigger
reserves base, too, for the development.”
The last sentence says. "Consequently,
to be safe, we requested SDS to carry out a study
to underpin booking of existing reserves by year
end. Thiswas aready along the lines suggested
by Martijn."
Wasn't it the case that SDS was
requested to carry out a study specifically to
underpin the booking of reservesin Block 18
in 2000?
A. | don't recall areguest being made
under those specific terms. | was only aware that
we were pursuing every avenue to develop that
block. But clearly, reserves were part of the
process.
Q. But doyou agreethat Mr. Inglis, who
was with SDAN, indicates that such arequest was

24 madeto SDS?

25 MR. SMITH: Objection to form.

0112
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MR. FERRARA: I'm sorry, did you

respond to that question?

THE WITNESS: No, | didn't.

MR. FERRARA: I'm not sure what the
questionis. Areyou just asking him whether the
words you read appear on the page? | mean, the
words say, "We requested SDSto carry out a study
to underpin booking -- We read that. Did you ask

him did he say it? I'm sorry, I'm confused with
the question.
THE WITNESS: | don't recall seeing a
document with such arequest.
BY MR. MILLKEY:
Q. At the bottom of the page, he says.

"We need to separate actual development solutions
for optimized field devel opment from work we do
for the early value -- for early value creation
only."

Were there two tracks happening here,
one for optimized field development and one for
the early booking of value?

MR. SMITH: Objection to form.

THE WITNESS: Not that I'm aware. SDS

would clearly, as part of their analysis of this

0113
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problem, have aview on the reserves. But at the
end of the day, it's not their remit to dictate
what reserves are booked. But they would clearly
have aview on it from the work they do -- from
the work they did.

BY MR. MILLKEY:
Q. What did you understand him to mean by

the last sentence of this e-mail on that page?

MR. SMITH: Whois"him" in that
guestion?

MR. MILLKEY: The author of the e-mail,
who is Rob Inglis.

MR. SMITH: | don't think that's right.

MR. MILLKEY: Am | wrong?

MR. SMITH: Look at thelast email in
sequence and you'll that the e-mail has been
annotated by another author. | don't know that
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19 it'sclear exactly whose writing that is.

20 MR. MILLKEY: Can we go off the record
21 for asecond?
22 THE VIDEOGRAPHER: We are going off the

23 record. Thetimeis2:03 p.m.
24 (Off-the-record discussion.)
25 THE VIDEOGRAPHER: We are back on the
0114
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record. Thetimeis2:07 p.m.

MR. MILLKEY: Mr. Smith has pointed out
to me that the e-mail we've been discussing, which
starts at the bottom of 503 and goes on to 504,
appears to have Mr. Rothermund's annotations.

BY MR. MILLKEY:

Q. The paragraph at the bottom of
page 504, which begins, "I am not talking about
game change," do you have an understanding of
whether that was Mr. Rothermund's annotation or
whether that is Mr. Inglis speaking?

A. | can'tbesure butif | hadto
chooss, it --

MR. FERRARA: I'm sorry. If you
know --

THE WITNESS: | don't know.

MR. FERRARA: Then you don't know. You
don't have to -- Just what you recall.

THE WITNESS: This page looks out of

place, to be honest.
BY MR. MILLKEY:

Q. WEéll, let mejust ask the question this
way. Regardless-- Did you have an understanding
25 of that particular sentence: "We need to separate
0115
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actual development solutions for optimized field
development from work we do for early value
creation only"?

A. | would interpret them as meaning the
same thing, personally. But | didn't writeit.
Q. Okay. All right.
MR. MILLKEY: Let'smark anew exhibit,

©CoooO~NOOLPA~WNPE
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(Exhibit 4 marked for identification and

attached hereto.)
BY MR. MILLKEY:

Q. Just let me know when you're ready,
Mr. Parry.

A. Okay.

Q. Parry Exhibit 4 is adocument that was
marked by the SEC at your deposition. It was
marked as Exhibit 460. Thefirst page appearsto
be an e-mail from Heinz Rothermund dated
September 5, 2000, to a number of individuals.
Thefirst listed isLorin Brass. WhoisLorin
Brass? I'm looking at the cover e-mail, the first
Page.

A. WhoisLorin Brass?

Q. WhoisLorinBrass?

0116
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A. Lorin Brasswas head of the EPB, which
was the new business devel opment organization.

Q. Itwasalso senttoLindaCook. Whois

Linda Cook?
A. LindaCook at the time was head of Gas
Power.

Q. WhoisCarol Dubnicki?

A. Shewas head of BP Human Resourcesin
The Hague.

Q. AndI'mlisting all of the recipients
or the people to whom thise-mail issent. Whois
Dominique Gardy?

A. All of the remaining gentlemen on that
list are the directors of the other business
directorates. So Dominique Gardy was the head of
BP Finance at the time.

Zaharuddin Megat was head of EPM, which
was the Middle East.

Raoul Restucci was head of Asia, Asia
Pacific.

Bob Sprague was Europe, EPN.

Tim Warren was head of Technical
Services.

And Phil Watts, as you know, managing

0117
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GORDON PARRY 117

director of BP.

Q. Isitfairto say that --

A. Themanaging director at thistime,
yeah.

Q. Excuseme. Isitfair to say theseare
all senior managers within Shell or executives
within Shell?

A. These are the members of the ExCom,

Executive Committee.

Q. Isthat the Executive Committee of EP
or --

A. Of EP.

Q. Thecover note says: "Attachedisa
note that explains EPG's position on reservesin
Angolaand Brazil for your general information."

The next page of this document, or what
follows that cover page is atwo-page note
entitled "Note" from you, Mr. Parry, to Heinz
Rothermund with a number of cc's dated
September 5th. Does this appear to you -- Strike
that.

Did you write this note?

A. ldid.

Q. Did someone ask you to write it?

0118
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A. Asl recal, following the meeting that
we talked about earlier when Mr. Rothermund told
us about the reservesissue, | felt it appropriate
to explain the situation in Angola at that time,
having mentioned in the meeting that there was a
possibility that Angola could record reserves by
the end of the year.
Q. Doyou believethat thisisthe final
version of this note?
A. | don't have any reason not to -- |
don't remember word for word how | wrote it, but |
have nothing else to compare it with.
Q. I understand. Okay.
Can you just briefly identify the cc's
on this note?
A. Heinz Rothermund was the regional
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director of EPG, business director.

Sal Kakok was a member of EPG, and he
was, within EPG, assigned to collecting reserves
information from the countries that EPG dealt
with.

Martin Wink was the vice president for
South America

Michael Kool was the regional business

0119
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advisor for Brazil.

Q. Andtheothers| think we know,

Mr. Aabers, Mr. Simon --

A. Youknow therest, yes.

Q. Wecould probably spend the rest of the
afternoon on this note, which | don't want to do.
But | do want to ask you afew questions about it.

Thefirst line refers to question --
reserves questions raised at the EPG meeting on
14th August, 2000, and follows a meeting between
EPG and Shell Angola staff with EPB-P on 22nd
August, 2000.
Did you attend the August 14, EPG
meeting?

A. | assume that was the meeting where

Mr. Rothermund declared the situation.
Q. Where heraised the shortfall in
Nigeria?

A. Yeah, I'massuming that.

Q. Didyou attend the meeting between EPG
and Shell Angola staff with EPB-P on

23 August 22, 2000?

24 A. lassumel did. | would have,

25 following the meeting on the 14th, spoken to Shell
0120
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2 Angolaand also to Remco Aalbers to discuss the

3
4

5
6
-
8

situation, and they would have helped me compile
this note.

Q. DoesEPB-Prefer to Mr. Aalbers?

A. That's his reference indicator, yes.

Q. Do you have a specific recollection of
that meeting?
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A. | don't havea-- | had so many

meetings with these people that | don't recall one
specific meeting.

Q. Now, the second paragraph, in the
second line, uses the term "commercially mature.”
The sentence says: "Proved reserves can be booked
if it can be demonstrated that the development
project of adiscovered field istechnically and
commercialy mature.” And then thereisa
parenthetical.

What did you understand "“commercially

mature" to mean?

A. That the project was economically
viable.

Q. Didyou understand commercial maturity
to be a prerequisite for booking reserves as
proved?
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A. No, | didn't makethat link at this
time.

Q. Then--

A. Inour discussion, | would have sought
the advice of Aalbersto construct that paragraph.

Q. Wadll, the sentence, | think, literally
appears to say that reserves can be booked if it
can be demonstrated that the development of the
project -- the development project of the
discovered field istechnically and commercially
mature.

| believe that says that commercial
maturity is arequirement. If I'm mistaken,
please correct me.

MR. SMITH: Object to the form.

THE WITNESS: | think the paragraph
points out that the project should be deemed
economic in order to book reserves. And thiswas
checked with Remco, who was the custodian of the
regulations.

BY MR. MILLKEY:

Q. And by "deemed economic," you mean
commercialy mature?

A. That met Shell'sinternal screening
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GORDON PARRY 122
criteriafor an economic project, which varies
from company to company.

Q. Butat thisjuncture, wasit your
understanding that commercial maturity -- When you
say that it must be economic, is that the same as
saying commercially mature? Or isit different?

A. What | mean isit should make money,
that the project should make money against certain
screening criteria oil price, rate of return, et
cetera

Q. Isthat the same as commercial
maturity?

A. If you're asking for my interpretation,
that's how | would interpret it.

Q. At the bottom of that paragraph, NPV,
isthat net present value? |sthat what that
means?

A. Net present value, yes.

Q. WhatisPSV14?

A. Project screening value.

Q. Now, inthe next paragraph, you write
at the beginning: "Booking of proven reservesis
not necessarily tied to FID or to economic
cut-off."

0123
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What is economic cut-off?

A. The point at which the project no
longer makes any money. | cannot remember what
the acronym VIR is.

Q. Sol'mjust trying to understand the
meaning of this sentence. Are you suggesting that
the booking of proved reserves may be appropriate
even below economic cut-off?

A. No, | would not mean that at al.

Q. What doesit mean, that the booking of
proven reserves is not necessarily tied to
economic cut-off?

A. | don't recall the meaning of that.
Thefirst part | can follow, but | don't recall
the meaning of the second part.
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Q. Isthislanguage that you would have

gotten from Mr. Aalbers?

A. Thisislanguage that would have come
from a combination of Mr. Aalbers and Shell
Angola
Now, what isVAR?

Value assurance review.
What is that?
In any project, certain tollgates were

>0 >0
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defined, at which point ateam of experts were
commissioned to review the status of the project
to identify shortfalls, work still needing to be
doneto keep it on track. So an FID isthe final
tollgate that you would reach. At VAR2 the
project is already quite mature. | don't recall
precisely what the criteria were for passing or
failing VAR2, but it was already somewhere on the

line.

Q. Towardsthe end of that paragraph it
says. "A VAR2 isplanned for Q4 2000, and could
assist with booking 300 million barrels proven il
reviewsin Angolaby year end." "MMbbls," |

15 presume, means million barrels?

16 A. That'scorrect.

17 Q. And"Q4" refersto the fourth quarter

18 of the year 20007

19 A. That'sright.

20 Q. Doyou recall whether aVAR2 actually
21 occurred during the fourth quarter of 20007

22 A. | recdl that aVAR2 did take placein
23 the offices of BP, | believe.

24 Q. Wasit your understanding that the

25 Shell guidelines permitted the booking of proved
0125
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2 reserves on the successful completion of aVAR2?
3 A. | don't recall precisaly at thetime

4 what the situation was there.

5
6
-

Q. Doyou recal the results of the VAR2?
A. Ingenera terms, yes.
Q. What isyour recollection?
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A. That there were still some shortcomings

in the work of BP. | don't remember precisely
what they were, but as| remember, thiswas a
further incentive for Shell Deepwater to do
further work themselves to redress those
shortfalls, and aso for Shell Angolato work
closely with BP to close out those outstanding
I Ssues.
Q. Now, again, according to the language
of the memo, aVAR2 is planned for Q4 2000 and
could assist in booking 300 million barrels of
proven oil reservesin Angola. Because the VAR2
was not successful, was SDS asked to do additional
work to support areserves booking in Block 187
MR. SMITH: Objection to form.
THE WITNESS: Asl just mentioned, this
was an incentive for SDS to do further work on
this project. And if reserves were going to be
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booked, fine.
BY MR. MILLKEY:

Q. Thereisaparagraph acouple of
paragraphs down, "The LE" -- It uses the term
"LE."

A. Latest estimate.

Q. Itsays: "Thelatest estimate (Shell
PSC entitlement) of proven reservesfor the

Greater Plutonio hub in Block 18 is
293 million barrels (P85)."

Does that stand for production share
and contract? Isthat correct?

A. That'scorrect.

Q. Inother words, does that refer to
Shell's 50 percent stake in the project?

A. Yes

Q. What doesthe P85 refer to?

A. It's-- Any estimate of reservesisa
distribution curve. Y ou can never be precise. So
usually reserves are quoted as P15, P50 and P85.
P85 isahigh level, ahigh degree of confidence,
85 percent level of confidence.

Q. By including the P85 in this sentence,
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25 were you suggesting that there was currently that

0127
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high level of confidence in the 293 million
barrels?

A. At thismoment in time, 293 was the
figure that Shell Angolahad calculated, as|
recall.

Q. But why isthe P85 in parentheses after
that? What was that meant to convey?

A. Exactly that. There was an 85 percent

certainty that it could be that value.

Q. Thebeginning of the next paragraph
says. "Thetarget in 2000 isto exceed the
cut-off target of 750 million barrels, 100 percent
for the Greater Plutonio hub."

=
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15 What does " cut-off target" mean?
16 A. | don't recall exactly. | don't want
17 to speculate.

[EEN
0o

Q. Thefollowing paragraph says. "The
target for proven reserves for Angolaor the EPG
scorecard for 2000 is zero. The 2000 LE of
293 million barrels offsets the zero 2000 LE for
Nigeria SPDC. Our proved reserves have been
frozen at ARPR 1.1.2000 numbers."

Does that sentence confirm your
25 recollection that there were no proved reserves on
0128
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the -- | guess specifically | asked you if there
was proved reserves for Angolaon the SDAN
scorecard. This confirms that there were no --

A. | think this statement is --
Q. Asfar asyou know, that's accurate?
A. It'ssaying that thereis apossibility
that we have the 293, and this could offset what
Nigeria had taken off their scorecard.
10 Q. Thefirst line of the next paragraph
11 hasthe letters SFR. What does that stand for?
12 A. Scopefor recovery.
13 Q. What doesthat mean?
14 A. Normally, if you drill an exploration
15 well and you have adiscovery, it boosts your

©CoooO~NOOLPA~WNPE
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confidence that there is a hydrocarbon system that

isworking, and it can indicate that either of

parts of the same structure separated by faults or

whatever, or nearby satellite structures could

also contain oil, which if you drilled, would find

more oil, so hence scope for recovery of more oil.
So if you include that sort of figure,

you usually put avery high risk factor on it

until you have more information to reduce that

risk.
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Q. Now, the 293 million barrels, was that
scope for recovery, or something else?
A. Asl understood it, the 293 were
reserves. The scope for recovery would have been
amuch larger number.
Q. Atthetop of the next pagethereis
the phrase "unitization negotiations with TFE."
Do you know what that means?
A. Yeah. Intheblock to the north of
Block 18 isBlock 17, and that license was held by
TotaFinaElf.
THE COURT REPORTER: Was held by --
THE WITNESS: TotaFinaElf. 1t wasall
oneword. The company now isjust called Total,
but at the time it was called Total FinaElf, and
they were the licensees of Block 17.
And the Girassol field, whichisa
giant oilfield, the southern tip of it extended
into Block 18, we thought. If we wereto claim
access to any reserves from the Girassol
structure, we as agroup in Block 18, we would
have to drill awell within Block 18 on that
structure to prove that the oil was there. So
that was one of the possible targetsin Block 18,

0130

1
2
3
4
5
6

GORDON PARRY 130
amongst many other structures that we had
identified.

Q. What doesthe word "unitization" mean?
A. If youdrill thewell -- if you are to
have drilled the well in Block 18 and found the
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oil, you could have gone to Total FinaElf and say,

"Hey, part of that field belongsto us." And then
they would have said, "Wéll, proveit." And then
you would have to bring in ateam of experts who
had access to the data on both sides of the fence
who would arbitrate what percentage was yours and
what percentage was theirs.
Thisisavery common procedure in the
North Sea and in the Gulf of Mexico where the
block sizes are smaller than the actual fields.
So who gets what is avery important e ement, very
important exercise.
Q. Okay. Jumping down to the last
paragraph --
THE VIDEOGRAPHER: Sorry, you're
blocking your microphone.
BY MR. MILLKEY:
Q. Jumping down to the last paragraph,
I'll read a sentence or two. It says: "In
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summary, therefore, it islikely that proven
reserves in the order of 300 million barrels will
be booked for Angola by end 2000, offsetting the
zero additions for Nigeria SPDC."

Did you personally believe that it was
likely at this juncture that 300 million barrels
would be booked as proven for Angola by year
end 20007

A. Based on the information that Shell
Angola had, we were optimistic at this juncture
that it would be possible. And thisis prior to
doing alot of the subsequent work, that we could
offer the 293 to the reserves calculation.

Q. And again, the purpose of that reserve
booking would be to offset the shortfall in
Nigeria, correct?

MR. SMITH: Objection to form.

THE WITNESS:. Thisnoteisaresult of
the meetings | had subsequent to the meeting on
August 14th after preliminary meetings with Shell
Angola and with Remco Aabers and by no means was

meant to be definitive but it wasto give an
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indication to the senior management that Angola

may be able to offer some redress to the shortfall
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in Nigeria. That was the intent of this note.

MR. MILLKEY: All right.

(Exhibit 5 marked for identification and
attached hereto.)

BY MR. MILLKEY:

Q. If you could just take a moment to look
thisover.

A. We can take ashort break if you wish.

Q. It doesn't matter to me. It'sbeen a
while.

A. Let'stake ashort break.

THE VIDEOGRAPHER: This marksthe end
of Tape 2 in the deposition of Mr. Parry. We are
going off therecord. Thetimeis2:42 p.m.

(A recess was then taken.)

THE VIDEOGRAPHER: This marksthe
beginning of Tape 3 in the deposition of
Mr. Parry. We are back on therecord. Thetime
IS 2:55 p.m.

BY MR. MILLKEY:

Q. Mr. Parry, the document which we've
just marked as Exhibit 5 has the Bates range
SMJ00037671 through 74, and it appearsto be a
version of the note that we just discussed as part
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of Exhibit 4.
Have you ever seen this particular
document before?

A. | recognize the document as being
written by myself, but | don't recall exactly the
context in which it was written.

Q. Thisdocument appearsto have all the
text that was in the previous exhibit, but it has

some additional paragraphsaswell. Mr. Smith has
drawn to my attention another document that |
suppose we should mark also as Parry Exhibit 6.

(Exhibit 6 marked for identification and
attached hereto.)
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MR. MILLKEY: And | don't know how many

copies we have of this. We just received this.
BY MR. MILLKEY:

Q. Parry Exhibit 6 is Bates range
SMJ00037669 and 70, which are the two previous
pages in the Bates range to the document which we
just marked as Exhibit 5. It'san e-mail string.
Thefirst email on thefirst pageisfrom lan
Hines dated September 10, 2000, to Richard Sears,

24 Chandler Wilhelm and Barry Knight with acc to
25 Derek Newberry. It says: "Gents, attached
0134
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GORDON PARRY 134
revision maps out a number of issues raised by
Gordon's note and may help with the discussion.”

Do you know, Mr. Parry, if the document
we've marked as Exhibit 5 includes the
interlineations of Mr. Hinesto the note that you
had previously sent around? For example, if you
look at Exhibit 5, the second paragraph begins:
"There appearsto be alack of communication..."

That paragraph is not in Exhibit 4.

Did you draft that paragraph? Or did someone else
draft it?
A. | don't recall drafting that.
Q. Wadll, let'sjust look at another
example of a paragraph that occurs in Exhibit 5
but which isn't in Exhibit 4.

MR. SMITH: Could | just make one note
for the record which may be helpful ?

MR. MILLKEY: Sure.

MR. SMITH: Thefirst sentence of that
second paragraph appears to be alack of
communication. Thisisthefirst we have heard
about the meeting on August 22nd. The witness has
already testified that he was at that meeting, so
| imagine this wouldn't be the first time he heard
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of it.
| just note that for the record.
And he's also mentioned in the third
person in the fourth line of that paragraph. |
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don't know that he would refer to himself in the

third person.
BY MR. MILLKEY:

Q. Wadll, let me ask you this, then. Have
you ever seen -- Do you recall ever seeing this
version of this document with -- Let me just take
amoment to point out some of the other paragraphs
that are not in Exhibit 4. The fourth paragraph
in Exhibit 5 which begins, "Currently neither BP
nor Shell," that does not occur in Exhibit 4.

A. Could you ask the question again,
please?

Q. The paragraph in Exhibit 5 that begins
"Currently neither BP nor Shell arein a position
to fulfill,” do you recall if you wrote that
paragraph?

A. ldon't. | don'tthink I could have
written that paragraph.

Q. Do you recall whether you've seen it
before?
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A. Asl sadinitialy, | don't recall
seeing this hybrid note.

Q. Inthat case --

A. | must have seenit, but | don't recall

the context in which | saw it.

Q. Wadll, if you think you've seenit, |
may ask you questions about it. If you don't
remember seeing it, we may save it for another
day.

A. | can't honestly remember why my
original note appearsin adifferent form. |
can't remember that.

Q. If you don't remember that you've read
this before, | think welll just save it for
another day. Or we may come back to it later;
we'll think about it.

Maybe | will ask you afew questions
about this exhibit and see where it goes. Again,
thisis Exhibit 5.

The second paragraph, which did not
occur in your Exhibit 4 says, there appears to be
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alack of communication and alignment from the

asset to SDS. Did you believe -- do you believe
that that is an accurate statement?
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A. | --1findit difficult to understand,

because one of the crucial things throughout this
whole period was that all parties be informed on
what was going on. | went to great lengthsto

make sure that as the situation developed,
everybody was informed and had the chance to make
their views known so that at the end of the day,
whatever the outcome was, it was an outcome that

had the agreement of all contributing parties.

And theinitial note here, | can only
assume maybe that SDS at this point were not
copied onit. | don't know. But from this
starting point, which basically gives the
situation on the 5th of September and makes all
the most senior people in the company very aware
of the situation in Block 18, and all the experts,
the in-house experts, have had their chance to
comment on it, this was a stake in the ground
point during the year.

But the story has moved on, and | can
only assume that SDS started to have some
differing views and maybe a phone call was missed
somewhere along the line. | don't know. Because
the day-to-day contact between SDS and the asset,
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Shell Angola, was between Robert Inglisand lan
Hines.

Q. Now, turning to the fourth paragraph of
Exhibit 5, which again did not occur in the final
version of your note which we've marked as
Exhibit 4, the first sentence says: "Currently
neither BP nor Shell arein a position to fulfill
the criteriathat commercial maturity should be

demonstrated over a sufficiently large range of
possible scenarios, including all surface and
subsurface uncertainties."

Does that statement reflect the

Page 84 of 175

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/091206gp.txt (84 of 125)9/18/2007 3:57:35 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/091206gp.txt

14
15
16
17
18
19
20
21
22
23
24
25

Case 3:04-cv-00374-JAP-JJH  Document 359  Filed 10/10/2007
understanding you had at that time?

A. Not on the 5th of September. | don't
know where this statement came from. | don't
recall drafting it myself.

Q. Exhibit 6, which Mr. Smith showed to
me, isan e-mail from Mr. Hinesto Mr. Sears and
othersin SDS. It says. "Gents, attached
provision maps out a number of the issues raised
by Gordon's note that may help with the
discussion.”

Exhibit 5 follows directly in the Bates
range from Exhibit 6, and | think the suggestion
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isthat Exhibit 5 reflects the interlineations
written by Mr. Hines to your memo. But you have
no independent basis of whether that's true,
correct?

A. Yes. That was my assumption now
reading it. But | don't recall.

Q. And that document, Exhibit 6, is dated

September 10th. So if the theory is correct,
these interlineations were written at about that
same time on September 10th.

But getting back to the question,
looking at the fourth paragraph Exhibit 5 that
first sentence, " Currently neither BP nor Shell,"
that did or did not reflect your understanding
during that time period?

A. Thisis, | would imagine, the opinion
of the author of that paragraph. Our
understanding of the situation is as pointed out
in the note of the 5th, which was writtenin
collaboration with Shell Angola.

MR. SMITH: Just so therecord is
clear, the"this" he referred to thereis
Exhibit 4.

THE WITNESS: Y eah.
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BY MR. MILLKEY:
Q. The next sentence of Paragraph 4 says.
"At the current time, neither of the companies
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have working static or dynamic models

representative of the individual reservoirs or the
more complex cluster hub required for Block 18."

Do you know whether or not that
statement was true?

A. | have no independent way of verifying
that.

Q. Thenext sentencereads. "We currently
only have asingle well in each of the candidate
structures, and the range of subsurface
uncertainty being considered by BP isfar too
narrow."

Do you have any knowledge about whether
that statement was true?

MR. SMITH: Object to the form. It's
actually two statements.

THE WITNESS: | was not -- | was not
involved with BP on adaily basis.
BY MR. MILLKEY:

Q. I'mjust asking if you know.
The next two sentences read:
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"Independent work within SDSto assess this has
commenced recently. Hence, the technical basisto
underpin surface and subsurface uncertaintiesis
immature.”

Do you know whether that second
sentence beginning with the word "hence" was true?
A. | don't. Wewrotethe original note
based on the information and knowledge that Shell
Angola had devel oped themselves prior to the
detailed work that was to come later from SDS, as
| understand it.

Q. Thelast sentence says. "We aso have
concerns that the economic evaluations carried out
by SDAN not yet verified by SDS may be based upon
optimistic assumptions of reservoir performance,
particularly the assumptions for well ultimate
recovery, which are afundamental project driver,
and a potential lack of robustness to downside."

At that time, were you aware of anyone
having the concerns expressed in this sentence?

Page 86 of 175

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/091206gp.txt (86 of 125)9/18/2007 3:57:35 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/091206gp.txt

22
23
24
25

Case 3:04-cv-00374-JAP-JJH Document 359 Filed 10/10/2007
A. No.

Q. Looking to thelast paragraph on that
page, and again we're still talking about
Exhibit 5, the first sentence reads: "Currently
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the Shell view isthat it isunlikely that BP will
pass the VAR2 gate, which is now planned for
October."

At that time, had you heard a concern
that BP was unlikely to pass VAR2?

A. | may have heard that in discussions
with Rob Inglis, but | can't recall precisely on
which day and which conversation.

Q. Andthelast sentence in that paragraph
reads. "Hence, itisunlikely that reserves can
be booked on the above basis."

Do you recall anyone expressing that
concern to you at about that time?

A. | would have obviously read this note.
| don't recall precisely the timing of reading it.
But thiswas purely the opinion of lan -- if it
was lan Hines, his opinion at that moment. And my
role was to try to juggle the opinions of various
players. | shouldn't use the word "players.”
Juggle the opinions of the different contributors
to this project to pursue the business objective,
which was my driver.

Q. Now, Mr. Hineswas with SDS, correct?

A. That'scorrect.
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Q. And SDSwas one of the Centers of
Excellence at Shell with expertise -- with
deepwater technical expertise, correct?

A. That's correct.

Q. Would you, for that reason, have valued
Mr. Hines opinion highly?

A. | certainly would have listened to
Mr. Hines opinion. And if he could produce work
to back up his statements, then, of course, we
would haveto listento it. And indeed, over the
course of the next month, SDS did alot of work, a
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lot of analysis which culminated in Shell Angola

having to make a choice what to propose to our
reserves experts to book.

Q. Okay. Let'sturnto the second full
paragraph on page 672 of Exhibit 5. And again,
this did not occur in Exhibit 4 and presumably was
written by Mr. Hines or someone; not you in any
event. "This appears to be the key statement:

Both BP and SDS appear to have concerns that the
economics for development of the Oligocene” --
O-l-i-g-0-c-e-n-e -- "reservesin the Greater
Plutonio areawill be marginal. Work on the wider
block portfolio is aso immature. Booking
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reserves on this basis runs arisk of needing to
reversethis at alater stage. Seeaso
Chandler's remarks on finger pointing.”

Did anyone express the opinion to you
at this time that the economics as described in
the first sentence here were marginal?
A. Weknew it was going to be adifficult
project, hence the need to analyze as many options
as possible to find away of creating valuein
that block. And different scenarios had different
economics, and my recollection at the time was
that certain individualsin SDS were rather
pessimistic that were encouraged to pursue the
work to come up with aternative solutions.
Q. And by creating value, you mean booking
reserves?
A. No. | mean producing oil and
increasing the value of the block. But booking
reservesisapart of that process.
Q. Do you understand what's meant by the
reference "Chandler's remarks on finger pointing"?

23 A. | don', no.

24 Q. Doyou know who Chandler is?

25 A. Chandler Wilhelm, yes. | knew him. He
0145
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2 wasin the exploration function of SDS.

3

Q. Now, turning to the fourth full
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paragraph on this page, 37672, this paragraph did
not occur in the previous Exhibit 4. "The
reserves volume quoted by EPG appear to be
considerably higher than what BP and SDS are
currently carrying."

Were you aware that the reserve volumes
quoted by EPG were higher than those carried by
SDS at that time?

A. Thereserve volumes quoted by EPG I'm
presuming are the -- is the number 293, whichis
quoted in the note that | wrote. Because any
reserves quoted would be figures of Shell Angola,
not EPG. | would like to make that clear.

And it's possible that as SDS

progressed their work, they may have had a
different opinion on that reserve figure of 293,
which was quoted on the 5th of September.

Q. At that time, did you understand or did
you know that SDS might have a different opinion
on that 293 figure?

A. If they came -- if they had adifferent
opinion, then | would have heard about it. |
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don't recall -- | would have heard of it
indirectly through Shell Angolaor in meetings
that we had when all three parties were present.
But | don't recall precisely on which occasion |
heard that.

Q. Sojust to make sure | understand your
answer, you believe you would have been aware of a
different opinion by SDS?

A. |If SDShad adifferent opinion, it's

unlikely that | would not have been aware of it.
Q. Inthefifth full paragraph it says:
"Platina reserves may have been included within
the EPG numbers. However, Platina could not be
booked in 2000 as we currently have no development
concept for including those reservesin the
greater Plutonio hub which has been the focus of
the current development planning efforts.”
Do you recall anyone expressing or
conveying that information to you at the time?
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A. | dohavearecollection. Thereason

for that is, as| recall, Platinawas the first
structure that was drilled where the first
discovery was made, and it was not close to the
subsequent discoveries made around a structure
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called Plutonio. So with the benefit of
hindsight, you would have drilled Plutonio first.
But that's how it goes with geology.

Q. Do you recall whether any Platina
reserves were included in the 293 figure?

A. | don't recal exactly, but | could
understand if they weren't, because Platinawas a
separate entity abit too far away from the

Greater Plutonio to be part of the same
development project.

Q. But you don't know for afact that they
were not included?

A. | can't say with 100 percent certainty.

Q. Turning to the seventh full paragraph
on that page which begins with the words"To
achieve 750..." Again, thisistext that was not
in your original memorandum or the final that you
sent, the one that we marked as Exhibit 4.

It says. "To achieve

750 million barrels, both the Cromio and the
Plutonio salt flank wells must be successful. The
initial results from the Plutonio salt flank well,
assuming Cromio success, will only be available
mid-December, hence probably too late for 2000
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reserves booking. Furthermore, the required
economic volume threshold previously assumed by
SDAN and BP to be around 750 million barrels has
to be verified by the ongoing development work."

Did anyone -- Do you recall this
information being conveyed to you at the time?
A. It'sinthenotes. | must have read
it. And | do remember a discussion about Cromio
and Plutonio salt flank.
Q. Do you know whether reserves
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attributable to Plutonio salt flank were included

within the 293 million barrels we've been
discussing?

A. They would not have been.

Q. They would not have been?

A. No.

MR. FERRARA: Mark, not meaning to
interrupt, but it's, you know, 3:20. Wereon a
document and examining the witness on paragraphs
which he neither authored nor has testified he's
ever seen before today. And I'm wondering if
given that you have another few months of paper to
go through, I'm sure, whether it's productive to
keep going this way and reading into the record
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what isin the paragraph and asking him what he
knows about it. We're going to run out of time.

MR. MILLKEY: Wédll, I'm actually done
reading from the document anyway.
BY MR. MILLKEY:

Q. But | amwondering, after this
information in these additional paragraphs was
made available to you, were you still of the

opinion expressed in your memorandum -- in your
note, that it islikely that proven reserveson

the order of 300 million barrels will be booked

for Angola by the end of 20007?

MR. SMITH: Objection to the form of
the question for lack of foundation.

MR. MILLKEY: If you could explain the
objection.

MR. SMITH: It's never been established
that he saw this document before today. It's an
assumption that's been made. It's never been
established.

MR. MILLKEY: WEéll, he did say he would
haveread it. He said it repeatedly.

MR. SMITH: Would have read it?
There'sno -- | mean, he's not addressed in any of
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the emailsin Exhibit 6.
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MR. MILLKEY: That iscorrect. But |

believe that the transcript shows that he said he
read it.
MR. SMITH: My objection stands. He
can answer your question, but my objection stands.
MR. MILLKEY: Then I'll rephrase the
question.
BY MR. MILLKEY:
Q. If you had -- if thisinformation had
been made available to you at that time, and it
may have been, but if it had been, would it have
changed your opinion on the likelihood of
293 million barrels of oil being booked in Block
18 in 20007
MR. SMITH: Objection to form.
THE WITNESS: On September 5th when
this note was written, 293 was the best figure
that Shell Angola could offer. However, there was
ongoing work which may have revealed a different
situation, and | was open to the analysis being
doneto see whereit led us. It was an ongoing
piece of work, and more information was coming in
on adaily basis and opinions were changing.
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MR. MILLKEY: Let's mark the next one,
No. 7.

(Exhibit 7 marked for identification and
attached hereto.)

BY MR. MILLKEY:

Q. Exhibit 7 has Bates range SMJ00034872
through 75. Let me know when you've had a chance
to look at it.

Exhibit 7 isan e-mail string. It's
actually two e-mails. The earlier e-mail was by
Mr. Parry to Robert Inglis, anong others, dated
September 6th, and then thereisa
September 7th, 2000, e-mail from lan Hinesto
Derek Newberry.

Your e-mail says. "l attach the fina
version of the note requested by Heinz at the last
EPG meeting." And | think that's the document
that we marked as Exhibit 4 or 3. Exhibit 3. Is
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that correct?

A. Yeah. Exhibit 4.

Q. Exhibit 4, I'm sorry. And then you
write: "This note was forwarded to Phil Waitts,
who remarked, quote, 'lt iscritical that the
Angolareserves are booked this year or your EP
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scorecard will be shot,’ end quote.”

Then you write: "Heinz's subsequent
comment to me was, quote, 'Herewith Phil's
reactions. We must pull this off aggressively.

And we need one well, at |least, as appraisal,
whatever the purists say."

The quote from Mr. Watts, how were you
made aware of that quote?

A. It wasshown to me by Heinz Rothermund.

Q. I'msorry?

A. It wasshown to me by Heinz Rothermund.

Q. Didyou understand thisto be a quote
from an e-mail Mr. Watts had written?

A. Heforwarded me the e-mail.

Q. Oh, | see. Soyou copied and pasted
the quotation into this e-mail; is that correct?

A. Sorather than forwarding the complete
message, | just extracted what | perceived were
the quotes that | wished to repeat.

Q. Didyou understand Mr. Wetts e-mail to
be trying -- Did you understand Mr. Watts e-mall
to be an attempt to exert pressure on SDAN to book
reserves?

MR. SMITH: Objection to form.
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THE WITNESS: | understood this as

Mr. Watts being very interested in the opportunity
that we presented to fill the shortfall, and he
was offering the business a challenge. And Heinz
put his own interpretation in the forwarding
message.
BY MR. MILLKEY:

Q. Andwhenyou said, "Let's be guided
accordingly," what did you mean by that?
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A. | used those quotations as, if you

will, as a sense of business urgency to Shell
Development Angolato demonstrate that the
opportunity to progress Angolawould satisfy
Watts wish to book the reserves but also to push
the project forward. And it matched with my own
aspiration to build a businessin Angola

Q. Butapart of that was --

A. Part of the process was to book
reserves. And at the time of this message, | felt
that was an achievable objective.

(Exhibit 8 marked for identification and
attached hereto.)
BY MR. MILLKEY:

Q. Areyouready?
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A. Yeah

Q. Exhibit 8 has a control number
of 101403345. | believe it was produced by Shell.
Thereisan e-mail at the bottom of the first page
from Mr. Aalbersto Heinz Rothermund with a cc to
Sue Lovelock, Grigore Simon and Mr. Parry. There
lineis"AngolaReserves LE 3Q00." Do you
remember reviewing this e-mail?

A. | vaguely remember receiving it.

Q. And apparently Mr. Aabers was sending
information to Mr. Rothermund for Sue Lovelock.
Does that appear to be correct?

A. That appearsto be the case.

Q. Why would -- At thisjuncture had
Mr. Aalbers become involved in the conversation
about Block 18?

A. Mr. Aabers had been involved right
from the beginning, because Mr. Aabers was the
recognized expert on reserves. So whatever was
going to be booked would need his approval.

Q. Thefirst line of the e-mail, the
information that Mr. Aalbers was conveying for
Ms. Lovelock says: "Plutonio estimates are under
downward pressure as technical evaluation
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continues in Houston."

What was your understanding at this
time -- thisis October, which was -- so it's
another almost two months since the last -- since
the note you had written. What was your
understanding of SDS's position at thistime with
respect to the ability to book proved reservesin
Block 18?
A. | interpreted this asjust a status
report on the journey towards the end of the year.
And as the message indicates, as more work is
done, the values change, the opinions change.
Q. Atthisjuncture, though, at the bottom
of the pageit says. "Proved reserves LE 293."
That was still the latest estimate as of that
time?
A. That'swhat | interpret from this.
Q. On the second page, it says about a
third of the way down she notes that "BPA is not
under any pressure to book further reservesand is
not booking Block 18 reserves." And she notes:
"It would have been helpful if they also booked
Block 18, but understand we have deviated from
partners before on our booking of proved
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reserves.”
Are you aware of other instances when
that may have occurred?

A. No.

Q. And then alittle further down the page
shewrites. "Proved reserves booking will be
visible externally and therefore available to
Angolan government, et cetera. We would not

necessarily want to have this be seen as trigger
FID for production license and be committed to
development expenditure.”

Was the goal on the one hand to book
reserves but on the other hand not to commit
funds, at that point at |east, to development?

A. Thisisthe opinion of Sue Lovelock. |

can't recall why she got involved in this. She
wasrarely, if at all, part of the discussion.
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And I'm struggling to remember why she got

involved at this particular juncture. Thisis
just her opinion.

Q. Do you know whether that opinion
reflected the opinion of Heinz Rothermund?

A. |dont.

(Exhibit 9 marked for identification and
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attached hereto.)
BY MR. MILLKEY:

Q. Let meknow when you've had a chance to

look at that, Mr. Parry.

Exhibit 9 has Bates range SMJ00035943
t0 46. It'san e-mail string. The earliest
e-mall is dated October 27, 2000. The most recent
IS November 21st, 2000. The e-mail beginning at
the bottom of page 945 is the same e-mail we've
just been discussing as part of Exhibit 8, and
then at the top of that page there is an e-mail
from Mr. Aalbersto Sue Lovelock with acc to
Mr. Parry and also to someone named van -- Do you
know how to pronounce that name?

A. Van Nues.

Q. Do you know who that person is?

A. Regrettably not. I've been struggling
even ayear ago, and | haven't remembered.

Q. Mr. Adberssays-- in hise-mail, he
refers to "the outstanding Angola contractual
issue." Do you know what that refersto?

A. | don't. | don'trecall.

Q. Onthe page before that, 5944, thereis
an e-mail from you at the bottom to Mr. Aalbers
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with acc to Mr. Van Nues and to Susan Lovelock,
Sue Lovelock, and it refersto "ameeting with SDS
in New Orleans last Wednesday."

Earlier you had referred to, | believe,
to two meetings in Houston. |sthisan additional
meeting?
A. | think | referred to a meeting that
took place in New Orleans which coincided with a
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conference, the deepwater event conference.

Q. Allright. So that isthis meeting,
the meeting --

A. Yes

Q. Okay. And"Itisour intentionto
arrange afurther peer review," and that peer
review is the second meeting you ultimately
attended?

A. Yeah. Asl understand it, at the
meeting in New Orleans, | felt it would be useful
to have ameeting of all partiesin Houston in
December because it was getting very close to the
deadline for submissions of reserve figures.

Q. Why did you want to have that meeting
in Houston?

A. Becausethe critical mass of people
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were based in Houston.

Q. And by "critical mass of people,”
you're referring to SDS?

A. Yes.

Q. Inthe second paragraph you say: "The
outcome of VARZ2 is being reported to Heinz
tomorrow. As expected, BP failed."

At that juncture, what did you
understand the impact of this development to be on
the ability to book proved reservesin Angola?

A. Atthetime, | could see from the

report that BP were not keeping to the schedule,
the development schedule that we had hoped for.
And the team, the VAR team, identified, asit says
here, ten high urgency, high importance
recommendations. And | can't remember the exact
cut-off for failure, but | think there only had to
be one high urgency item for thereto be a
failure. | can't remember the exact figure.

So clearly we felt that BP still had
work to do, that this was -- acted as an
additional spur for SDS to redress the shortfalls,
and for Robert Inglis as the liaison person
between Shell Angola and BP to get after BP to fix
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the shortcomings.
Q. Thenext earlier -- or | guess the next
later e-mail isfrom Mr. Van Nues dated
November 14th to you, Remco Aabers and various
others, including Mr. Minderhoud. And he suggests
that "booking of reservesin Angolamay well be a
stretch. It seems difficult to book reserves at
all, and if so, probably significantly below
current numbers.”
Do you recall receiving this e-mail?
A. Theemail isfamiliar to me. | don't
recall the precise moment it arrived. But | do
recall the content.
Q. Doyou recall your reaction to this
content?
A. | thought this was an additional reason
to have the meeting with the contributing parties
to this project. Because clearly there are
different figures being quoted here, and at the
end of the day, we needed to come to adecision
between Shell Angola and Shell Deepwater Services
and our reserves experts on what figure could

24 actually be booked, if any.

25 Q. Now, the next later e-mail isfrom you
0161
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2 to Mr. Aabers, Mr. Van Nues, Susan Lovelock and
3 various others dated November 15th. | takeit --

4 and it specifically refersto Hans, Mr. Van Nues.
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A. Yeah.

Q. Sothiswasyour response to him?

A. | assume so, yes.

Q. You refer to booking of reservesin
Angola as a sensitive issue, and you acknowledge
that the latest figures coming out of SDS are
lower than the 293. Then you write: "This has
been mentioned to Heinz Rothermund. Heis still
firmly of the opinion that reserves should be
booked."

When it was mentioned to Heinz

Rothermund, do you recall his reaction?

A. | don't recall his precise reaction,
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18 no.

19 Q. Andyouwrite: "Heisstill firmly of

20 the opinion that reserves should be booked."

21 Was he -- Did he want to book reserves

22 at the 293 level, or some lower level at this

23 point?

24 A. Mr. Rothermund kept closely informed on
25 the progress of this whole debate, as you've seen
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from the correspondence. And it'sclear from the
correspondence that hisinterest wasin having
reserves booked on the way to developing this
proj ect.

But | don't recall him saying we must
book 293. | think he -- at the end of the day, he
would be guided by what the expertstell him. He
may have his own private opinions, as he quite

often had the habit of expressing, but at the end
of the day he would be guided by expert opinion.

Q. Now, why at the end of that e-mail --
well, at the end of that e-mail you wrote: "I
suggest Remco is part of the review team. Just
like in Florida, we have asked for a recount, and
the magic number is around 300."

Why did you say the magic number is

around 3007

A. Theoccasion of the conference in New
Orleans corresponded with the recount of the
presidential election in Florida, and it just so
happened that the number of votes was around 300.
Soit wasajoke. It wasjust acoincidence.

Q. Itdidn't reflect -- Well, strike that.

(Exhibit 10 marked for identification and
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attached hereto.)
BY MR. MILLKEY:

Q. Exhibit 10isan e-mail string. The
earliest eemail is November 22nd, 2000, and the
last is November 23rd. It's control number
104360322. The earliest eemail isfrom Matthias
Bichseal sent on November 22nd to Mr. Rothermund
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with acc to Tim Warren, and it appears to be an

e-mail informing Mr. Rothermund that the
300 million barrels of proved reserves were
incorrect and represent volumes of entire
structures rather than what can be booked with
confidence in 2000.

At thisjuncture -- Well, have you ever
seen thise-mail? Did you see this e-mail at or
about the time it was sent?

A. Yes

Q. Didyou understand at thisjuncture, or
was it your understanding that the 300 million
barrels was off the table at this point?

A. Itwaslooking that way.

Q. When Mr. Bichsel writes: "Contrary to
what you have heard, we are not covering our back
side. We are exploring every avenueto try to
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Increase reserves booking."
Had Mr. Rothermund suggested that SDS
was being overly conservative?
A. | don't recall him making that remark
to SDS.
Q. Wasthere any friction between SDS and
EPG at this point in time, asfar asyou're aware?
A. Notat mylevel. Butl don't know what
communication there was between Rothermund and
Bichsal, apart from what we seein the
correspondence.

Q. Attheend of that page, Mr. Bichsel
writes: "I have asked for another set of eyes of
reservoir engineering expertise from SEPTAR and
SEPCO to ensure we are not missing anything and
literally leave no stone unturned at our next peer
review session.’

What is SEPTAR?

A. It'san anogram for -- acronym, sorry,
for Shell EP Technical something, something.

Q. Something. Do you know where SEPTAR is
located?

A. 1think -- | think they're in Houston.
| can't remember whether they're in Houston or

Page 100 of 175

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/091206gp.txt (100 of 125)9/18/2007 3:57:35 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/091206gp.txt

Case 3:04-cv-00374-JAP-JJH Document 359 Filed 10/10/2007

o
=
(o))
ol

PP e
NEhEBowo~ouhrwnpr

NNNNRPRRRRRR
WNPRPOOWOMNOO UMW

24
25

GORDON PARRY 165
Rijswijk.

Q. Do you know whether in fact SEPTAR was
ever consulted on this issue?

A. | don'trecal.

Q. Now, what about SEPCO? What is SEPCO?

A. ThatisaShell EP company intheU.S,,
| think.

Q. Do you know whether anyone from SEPCO
was consulted on thisissue?

A. | don't know which individual resources
SDS procured to -- | know some of them but not al
of them.

Q. Andthe subject of thise-mail is
specifically what proved reserves can be booked in
Angola; isthat right?

MR. SMITH: Objection to form.

THE WITNESS: | think Mr. Bichsel is
expressing an opinion -- the opinion that has come
out from an SDS analysis. These figures would
have to be analyzed by Shell Angolaand ultimately
sanctioned by Mr. Aalbers and then ultimately
Barendregt.

BY MR. MILLKEY:
Q. Thefirst eemail onthat page, orin
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the exhibit from Mr. Rothermund to Mr. Bichsdl, he
refersto a historical shift. Do you have any
idea what he's referring to there?

A. | have no clue what prompted
Mr. Rothermund to write these sort of messages.
Q. Do you know what he means when he
refersto an expiration mindset?
A. | canimagine, but | don't know for
certain.
Q. What do you imagine?
MR. FERRARA: Sorry, what was that?
MR. MILLKEY: | said, "What do you
imagine?' Hesaid he can imagine. I'm just
curious what he imagines.
MR. FERRARA: If you havea
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recollection of having considered thisissue

before and forming aview on it, you should tell
him. But you're not being asked to sit here and
fantasize for the record. So even though you used
the word "imagine" to open yourself up toit,
please carefully consider whether you're giving a
recollected consideration or fantasy. If it'sthe
latter, you may wish to consider not exposing this
record to it.
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THE WITNESS: | think it's worth saying
that Mr. Rothermund is a very competent person.
But he was quite -- could be quite
confrontational, and | think that shows throughout
the documents we've discussed today. Y ou know, he
expresses forthrightly his opinions on things
which, because of maybe the language problem,
can -- can come across rather too hard. And this

Is one Swiss talking to another Swiss.

So what isin Mr. Rothermund's mind
when he writes these things | would not really
like to comment on. But when you work with him,
you have afilter.

BY MR. MILLKEY:

Q. Wasit your impression that his
confrontational style was hisway of conveying his
strong desire that reserves be booked in Block 18
in 2000?

MR. SMITH: Objection to form.

THE WITNESS:. Not directly. He
exercised this style on whatever issue we were
discussing.

BY MR. MILLKEY:
Q. Specifically, however, the emails that
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we've looked at raise -- display that style and
have addressed the subject of proved reserves.
Weas it your understanding that he felt strongly
that proved reserves should be booked in Block 187
MR. SMITH: Objection to form.
THE WITNESS: Mr. Rothermund had

Page 102 of 175

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/091206gp.txt (102 of 125)9/18/2007 3:57:35 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/091206gp.txt

8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Case 3:04-cv-00374-JAP-JJH  Document 359  Filed 10/10/2007
expressed hisview on the subject. That view may

or may not have been influenced by what
communication he had with Mr. Watts. But my
interpretation of his comments were basically
that -- to progress the project. That was my
personal desire. If it solved his problem as
well, then | was happy with that.

MR. MILLKEY: Let's mark the next one.

(Exhibit 11 marked for identification and
attached hereto.)

BY MR. MILLKEY:

Q. Theonly questions I'm going to have on
this document are actually on the first page.
Exhibit 11 has control number 104360318. It's an
e-mail string, several of which we have already
seen. The earliest is on November 22nd, 2000; the
latest is November 23rd, 2000. I'm specially
interested in the e-mail from Mr. Bichsel to you
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and Mr. Minderhoud dated November 23, 2000, where
he says: "Martijn, we obviously need to develop
our RE and reserves auditors in your gquestions."
If you want to look at the e-mail of
the questions, you're welcome to, but what I'm
really interested in iswhat does"RE" stand for,
if you know?
A. | dont.
Q. Do you know who he was referring to
when he refers to reserves auditors?
A. | assume herefersto Anton Barendregt
and Remco.
Q. Sowhere hesaysinthe middle of that
paragraph thisiswhy -- "This was the main
comment by the reserve auditors that we do not
have any appraisal dataand little understanding
of the reservoir model in Block 18."
Y ou take that to refer to
Mr. Barendregt and Mr. Aabers?
A. Yes. | would make that assumption,
yes.
Q. Thelast -- thefirst email on the
page, the last in the sequence temporally, isan
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e-mail from Mr. Rothermund to Mr. Watts where he
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says. "For interest, some further correspondence
on this sorry subject.”

Was Mr. Rothermund disgusted with Block
18 at this point?

MR. SMITH: Objection to form.
BY MR. MILLKEY:

Q. Why did herefer to it as "this sorry

subject"?

MR. SMITH: Objection to form.

THEWITNESS: | havenoidea. It's
just another instance of use of language.

(Exhibit 12 marked for identification and
attached hereto.)

BY MR. MILLKEY:

Q. Exhibit 12 is adocument Bates-stamped
SMJ00017379 through 81. Thisisan e-mail string.
The most recent is December 7, 2000. Actualy,
the first email isfrom you, Mr. Parry, dated
December 7th to lan Hines, Chandler Wilhelm, Barry
Knight, and it looks like you later forwarded your
own e-mail to Rob Inglis. Do you recall this
e-mail?

A. 1do.

Q. Tél mewhat this-- what wasthis --
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what were you trying to accomplish with this
e-mail?

A. | wanted to arrange the meeting in
Houston in December to involve all the interested
parties to take a health check on where we were
with the Block 18 project. And | was very keen
that Remco and Anton would be there because it was
getting close to the deadline for the reserves
booking. So | basically wanted to -- to get SDS
to present what their situation was so that the
experts from The Hague and from Shell Angola and
SDS, could try to come to an agreed position which
we could present to the management, to the senior
management. And the suggestion in the final
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paragraph, that after the meeting we should put a

note together to brief the senior management on
what the likely outcome and what the status of the
project was and what the likely outcome of
reserves booking was going to be.
Q. Now, onthefirst page, you refer to
discussionsin Rijswijk. Isthat how you say it?
A. Yes
Q. What do you recall about that meeting?
A. Thiswasaroutinevisit that | made to
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Rijswijk on aregular basisto talk to Rob Inglis
and Grigore Simon, and Anton and Remco happened to
be there aswell. And we put together the
contents of an agenda for the meeting in Houston
for the consideration of lan Hines's group. So
the actual agenda was, you know -- we put it
together as ateam.
Q. Were Barendregt and Aabersthere by
coincidence?
A. | can't remember whether or not they
had other business there or whether they went
there at my expressrequest. | can't remember.
But | was very, very keen to have them there.
Q. Didyou jointly determine the meeting
objectives and proposed outline?
A. Wethought it would be useful to send
an agendato help them prepare for the meeting,
yes.
Q. When it says"proposed outline of the
presentation,” whose presentation are we talking
about?
A. Shell Deepwater's.
Q. Inthelast paragraph, you write: "As
you realize, booking reservesthisyear is
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psychologically very important for the health of
Angolain the eyes of top management."

What did you mean by that?
A. Progressing the Block 18 project, |
felt, wasacrucia step inthe-- in building a
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business, agrowing businessin Angola. Because

Block 34 in parallél with this Block 18 effort, we

9 were preparing a bid document for Block 34, and we

10
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had aspirations to apply for other blocks as well.
So it would have been a good thing to be able to
get the management's agreement that Block 18 was
going to fly so that we could get capital
alocation for it in the next round of
negotiations for capital.

Q. Didyou perceive that the ability --
Did you perceive that afailure to book reserves
in Block 18 would have an impact on the
development of Block 347

A. | don't think it would have helped.

Q. Would afailureto book reservesin
Block 18 have affected funding issues with respect
to -- Would it have affected the ability to
fund -- Let me start over.

Would the failure to book reservesin
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Block 18 have affected the funding of Block 34
development?

A. | don't know. Because we did get the
funding for Block 34 development -- for Block 34
application. We applied for it and we were
awarded it.

Q. | guessit'shard to know, because you
did book reservesin Block 18 also.

A. | can't remember the precise timing of
this -- of the actual application for Block 34 in
the context of Block 18.

Q. Sowhat did you -- what does UUDW mean?

A. Ultra-ultradeepwater. | referred to
additional highly prospective acreage that
Sonangol offered to the industry, and it wasin
what we refer to in Shell as ultra-ultra
deepwater. That's water depths beyond, | think it
was, 1500 meters.

Q. Now, did the peer review meeting
ultimately occur in Houston?

A. ltdid.

Q. Who attended that meeting?
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MR. SMITH: If you're goingto gointo

the December meeting now, can be take maybe five
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minutes --
MR. MILLKEY: Sure.
MR. SMITH: -- and then get into that?
THE VIDEOGRAPHER: This marksthe end
of Tape 3 in the deposition of Mr. Parry. We are
going off therecord. Thetimeis4:19 p.m.
(A recess was then taken.)
THE VIDEOGRAPHER: This marksthe
beginning of Tape 4 in the deposition of
Mr. Parry. We are back on the record. Thetime
1S4:30 p.m.
BY MR. MILLKEY:
Q. Mr. Parry, did the peer review session
at SDS actually occur?
It did.
Was that on December 12, 2000?
Asl| recall, yeah.
Who attended that meeting from EPG?
Myself.
Who attended from SDAN?
Robert Inglis, Peter Osborne, and |
think Grigore Simon was there.
Q. Did anyone from in-country Nigeria
attend that meeting? Did anyone from Angola

>0 >0 >0 »
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actually --

A. Peter Osborne may have been there as
well, yes.

Q. Who attended from SDS? Wasit the
whole team that you mentioned earlier?

A. Present most of the time were lan
Hines, Derek Newberry, Barry Knight and Rich Sears
and Matthias Bichsel but in appearances throughout
the day.
Did anyone from SEPCO attend?
They are SEPCO. That's Shell U.S.
Inthe U.S,, yes.
Shell Deepwater Servicesis SEPCO.

>0 >0
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15 Q. Ispart of SEPCO?

16 A. Yes

17 Q. Didanyonefrom SEPTAR attend?

18 A. Not that | recall.

19 Q. Was Mr. Barendregt there?

20 A. Yes, and Remco.

21 Q. Do you recall anyone else attending the
22 meeting?

23 A. There may have been one or two

24 additiona people from Shell Deepwater Services,
25 but | don't recall. | don't recall.

0177

1 GORDON PARRY 177

2 Q. Wasanyone from the Bellaire Technology
3 Center at the meeting?

4 A. | don't recal precisely whether or not

5 Dan Schwartz wasthere. | can't remember.

6 Q. Had anyone at the Bellaire Technology

7 Center done any work with SDAN on Block 18?
8 A. I'm struggling to remember whether

9 certain individuals worked for Bellaire. The only
10 individuals -- new individuals, if you will, would
11 have been the members of the VAR team, but to my
12 recollection, they were not present for that peer
13 review.

14 Q. Just stepping back for amoment, did

15 anyone from the Bellaire Technology Center

16 participatein the VAR2 review in 20007?

17 A. The participants of the VAR, the review
18 team, were Dan Schwartz and Brad Kerr. | can't
19 remember whether Dan Schwartz was working for
20 Beéllaire.

21 Q. What roledid they play inthe VAR?

22 A. They werethe appraisal team. The

23 appraisal team.

24 Q. Sodidthey play aroleinthe

25 conclusion that the VAR2 had failed?

0178
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2 A. That wastheresult of their report,

3 yes.

4 Q. I'mnot surel asked this before, so
5 let mejust ask it now. What was your
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understanding of why the VAR failed?

A. | can't remember the precise detailson

the cause of the failure.

Q. Getting back to the December 12th
meeting, was that a one-day meeting, or did it
spill over to the 13th?

A. Itwasinoneday, asl recall.

Q. Doyou recall what time of day it
began?

A. | dont.

Q. Wasitinthe morning or the afternoon?

A. | can't remember precisely.

Q. Doyou recall approximately how long
the meeting lasted?

A. Severa hours. Maybe -- maybe the bulk
of the day.

Q. Tothe best of your recollection, just
walk me through what occurred at the meeting.

A. It--asfarasl recadl, it started
with a presentation on all aspects of the project
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by the various members of the SDS team presenting
their individual contributions to the project, and
with intermittent interjections from Shell Angola,
and a discussion on the status of the reserves at
the end.

Q. Didanyone other than SDS personnel
give presentations?
A. Notasl recal.

Q. Soyoudon't recall Mr. Inglis actualy
giving aformal presentation?

A. | don't recall him doing that.

Q. Would you say the bulk of the meeting
was presentations, or discussion?

A. Therewasalot of presentation, but in
equal measure there was alot of discussion around
the presentations.

Q. Do you remember the specific topics of
the various presentations that were given?

A. Not precisdly, but | can remember a
description of the structures given by the
geophysicist. There was adiscussion about the
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23 reservoir engineering and the assumptions --

24 reservoir assumptions and ultimately the way they
25 had made some calculations for reserves. But |
0180
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don't remember the details.

Q. AmI correct that all of the
presentations were in one way or another related

to the subject of reserves?

A. No, notatal. | mean, the
presentation was on the status of the project, and
the reserves was an integral part of the
presentation.

Q. Did SDS present any kind of unified
opinion on the question of whether reserves could
be booked in Block 18 in 20007

A. | don't remember exactly, but they gave
their opinion on what they felt were the range of
reserves that could be expected, and this was
input into the discussion with our collected group
of experts there that we invited there to guide us
on what we could and could not do.

Q. Now, setting aside the other experts,

Mr. Aabers and Mr. Barendregt, did SDS, going
into the -- did SDS -- Well, you mentioned they
presented arange; is that correct? Do you recall
what the range was?

A. | don't. | don't remember exact

25 figures.
0181
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2 Q. Doyourecal Mr. Barendregt having a
3 reaction to any of the SDS presentations?
4 A. | don't remember.

5 Q. What about Mr. Aalbers?
6 A. | can't remember any individual

7 reactionsto presentations. It's too long ago.

8 Q. What was the tone of the meeting? Was
9 itfriendly? Wasit acrimonious?

10 A. No. | think it was constructive.

11 Q. Would you say there was debate at this
12 meeting?

13 A. Therewasdiscussion, yes. Challenge,
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debate, yes.

Q. Who was challenging whom, to the best
of your recollection?

A. Theclient was challenging the
contractor.

Q. Theclient being --

A. And we were also wanting to satisfy the
requirements to submit figures to Remco and Anton.

Q. Now, when you said "the client," you're
referring to SDAN?

A. Yes

Q. And the contractor, you're referring to
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SDS?
A. Yes.

MR. FERRARA: | think -- excuse me. If
you look on page 151, line 16, the reporter meant
the word "contractor" and inserted "contract.”

BY MR. MILLKEY:
Q. When you say that the client challenged
the contractor, what do you mean?

A. For an explanation on the assumptions
he had made on reservoir quality, deliverability,
et cetera, you know, as you normally would in any
technical presentation.

Q. Wasit the case that the range that SDS
was recommending -- Was the range that SDS was
recommending less than what SDAN had hoped to book
In reserves?

MR. SMITH: Object to form.

THE WITNESS: My recollection was that
the numbers that SDS were coming up with were
lower than the figure that we had initially
assumed on the 5th of September.

23 BY MR. MILLKEY:
24 Q. The293figure?
25 A. That'scorrect.
0183
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2 Q. Do you recall whether Mr. Barendregt

3 concurred in the range that SDS was recommending

4

for proved reserves?
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MR. SMITH: Objection to form.

THE WITNESS: SDS were not recommending
any numbersto be taken as reserves. They were
recommending numbers that had come out of their
technical analysis of oil that could be devel oped.

The whole point of having Mr. Barendregt and

Mr. Aabersthere was, given the range of numbers
and given the technical analysis that had been
done, what numbers could Angola propose that he
would be satisfied with. That was my driver to
having Mr. Barendregt at that meeting. At the end
of the day, Mr. Barendregt had to be happy with
the numbers that Shell Angola proposed.

BY MR. MILLKEY:

Q. AmI correct that as part of the
presentation that SDS made, or at least one of the
presentations, that they suggested arange of
proved reserves that they believed would be
bookable in Block 187

MR. SMITH: Objection to form.
THE WITNESS: They suggested a range of
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numbers that could be developed.
BY MR. MILLKEY:

Q. Areyou suggesting that they were not
asked to determine the reserves that could be
booked as proved in Block 18?

A. Part of their remit was -- in designing
the project was to have a view on the reserves
that could be developed. So they made

calculations based on the technical datathey had,
on what hydrocarbons they felt were there. But
they had no remit to make any proposal on
reserves. That fell to Shell Angola, and
ultimately through the Shell Angolareporting
line.

| mean, the whole purpose of this
meeting in December was to get all the experts
together in one room so that there was no
misunderstanding, because we were approaching the
Christmas holidays and there was little time | eft
to submit the figures to meet the company's --
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Shell's deadline for the operating units to submit

numbers.
So to try to shortcut any
misunderstanding, any discussion, to have all
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those people in the same place at the same time
was a very useful and constructive exercise, and
it gave Mr. Aabers the opportunity to ask
questions and to become comfortable with what
number -- with a number.

Q. When you say to have aview on the
reserves that could be developed, is that
different from reserves that could be booked as
proved?
A. |don'trealy -- | mean, at the end of
the day, they have aview on areserve number and
a development plan to produce that number of
reserves. Based on that technical analysis, we
could then propose -- or Shell Angola could
propose to Remco and Anton Barendregt what they
felt they wanted to book, and Anton would say,
"Yes, | concur with that," or "No, | don't agree
with you; it hasto be alower number because your
degree of confidence isn't high enough."
Q. Isitfairtosay that SDSdid the
technical work which led to the proved reserve
number that SDAN ultimately proposed for booking?
MR. SMITH: Objection to form.
THE WITNESS: SDSdid alot of
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technical work on that project, but that technical
work was basically guided by Rob Inglis as the
client. So Rob Inglis had the opportunity during
the course of the project to guide SDS's progress.
BY MR. MILLKEY:

Q. Do you recall anyone at the meeting
being uncomfortable about the presence of
Mr. Barendregt?

A. No.

Q. Didyou ever hear that Richard Sears
was uncomfortable with Mr. Barendregt being at

Page 113 of 175

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/091206gp.txt (113 of 125)9/18/2007 3:57:35 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/091206gp.txt

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

Case 3:04-cv-00374-JAP-JJH  Document 359  Filed 10/10/2007
that meeting?

A. No.

Q. Attheend of the meeting, was there
any conclusion that was arrived at on the subject
of proved reservesin Block 187?

A. | can't remember precisely how the
meeting ended up. There certainly wasn't sort
of -- The debate continued back in Holland where
Shell Angola, together with Remco, Anton -- and |
was involved aswell. Based on what we had heard
in that meeting, Shell Angola proposed a number
which Remco and Anton were comfortable with. And
as| recall, it was alower number than 293.
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Q. Do you recall what that number was?

A. Itwasatwo-digit number, in the high
end, 80, 90 or something. | don't remember
precisely.

Q. Doyou recal after the conclusion of
the meeting that Shell Deepwater Services was
going to do some additional work with respect to a
booking of proved reserves?

MR. SMITH: Objection to form.

THE WITNESS: | don't recall that
exactly, but the project work did continue.
Because there was still the objective to get a
development off the ground as early as possible.
BY MR. MILLKEY:

Q. Now, | believe -- and we can look at a
document that will confirm this -- that the number
that was ultimately booked for Block 18 was
74 million barrels.

A. Uh-huh.

Q. Do you know who proposed -- What was
the original source of that number of 74 million,
if you know?

A. | can't remember exactly which
individual proposed that number.
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Q. Would that number have come from
someone at SDS?
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A. Not to my recollection.

Q. Who do you believe came up with the
number 747?

A. | think it was would come from Shell
Angola and with the concurrence of, ultimately,
Anton. But | don't recall precisely the dialogue

there. But the -- After the discussion, the
objective was to prepare a note which would then
go to Rothermund on the topic.

Q. If SDSwas doing the technical work,
what's the basis for your believing that the
number 74 came from anyone other than SDS?

A. Because the number had to satisfy the
regulations and the criteria that Shell dictate.
And that was the responsibility of Anton and
Remco. That was their responsibility.

Q. Do you know whether or not the number
74 was proposed originaly from --

A. | can't recal how they honed in on
that precise number.

Q. Soit'spossiblethat the number
originally came from SDS regardless of who
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ultimately signed off on the number?
MR. SMITH: Objection to form.
THE WITNESS: | wouldn't speculate.

BY MR. MILLKEY:

Q. Soyoudon't know?

A. | don't know.

(Exhibit 13 marked for identification and
attached hereto.)
BY MR. MILLKEY:

Q. Thedocument we're marking as Parry
Exhibit 13 is Bates range SMJ00038575 through 77.

Mr. Parry, is this the memorandum or

note that you had contemplated writing at the
conclusion of the peer review?

A. Thisisasummary of the meeting
written by Grigore Simon.

Q. Didyou review drafts of this document
before it was finalized?

A. | don't recall precisaly, but | might
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have seen an early draft of it.

Q. Do you recal this note being ajoint
effort, in other words?

A. | remember that Grigore Simon was the
instigator of the note, but | can't remember how
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much, if any, | didtoit. | don't recall.

Q. Do you know whether this note was ever
communicated to Mr. Rothermund?

A. Mr. Rothermund would have received a
note. | can't recall that it was this precise one
or whether it was modified dlightly to, you know,
make it a bit more succinct.

Q. InExhibit 12, which we discussed
earlier, in the last paragraph you say: "After
the meeting," referring to the upcoming
December 12th meeting, "I would like us to jointly
draft a note to Heinz explaining why the reserves
booked, if any, are likely to be less than the
293 million barrels currently recorded.”

Do you recall that this note,
Exhibit 13, iswhat you were contemplating at the
end of Exhibit 12?

A. Yes. Wadll, | was contemplating that
some of the content of this note would appear in a
note to Rothermund. But as| said, | can't
remember whether it was precisaly this note or
whether it was modified slightly. | don't
remember that. But maybe you have it in your
file.
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Q. Do you know whether there was some
other document that was drafted that was the group
effort you were referring to in Exhibit 127

A. | can't remember precisely whether or
not we sent thisone asit is or whether it was
modified. That's my point.

Q. | understand.

Now, this note is organized with a

couple of headings. Thefirst major heading is
"Exploration Phase: Why 293 million barrels were
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initially reported as possible.” And then the

second, the next heading, is " Present situation:
Why only 60 to 70 million barrels now."
Does this refresh your recollection
that the range that came out of the December 12th
meeting for proved reserves for Block 18 was 60 to
70 million barrels?
A. No. | don't recall the details of the
meeting.
Q. Atthetop of page576 it refersto a
creaming project.
THE COURT REPORTER: Refersto awhat
project?
MR. MILLKEY: Creaming,
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c-r-e-a-m-i-n-g.
BY MR. MILLKEY:

Q. Wasthisthe project in which reserves
were ultimately booked for Block 187

A. | realy don't recall the detail.

Q. Do you know whether a creaming project
was what Heinz Rothermund referred to in the
earlier exhibit when he referred to adummy -- was

it adummy project?

MR. SMITH: Object to the form.

THE WITNESS: A creaming project was
one of several possibilities for producing the
oil. | don't think -- Again, what he meant by a
"dummy project,” | would say notional. My
tranglation of "dummy" is notional.

BY MR. MILLKEY:

Q. Iswhat?

A. Notional. Which could be this project

or that project, one of several that would be

21 considered to solve the problem.

22 Q. What do you understand the term

23 "creaming" to mean?

24 A. My understanding of the word "creaming"
25 iswhen you have developed afield aimost to its
0193
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2 entirety and you're just picking up the last
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drops. So it doesn't apply to thiscase. It's

not the right use of the word "creaming,” in my
view.
| think what they refer to hereisjust

focusing on one small accumulation, whichisa
very appropriate way of -- one way of developing
the oil that was found in Block 18.

Q. Wasthat project ever developed?

A. | don't know. | stepped out of it
in 2000 -- during 2001.

Q. Now, why did you step out?

A. Because my -- | handed over my
responsibility to somebody else.

Q. Excuse me?

A. | changed jobs.

Q. Why did you change jobs?

A. Thisisatypical thingin Shell. You
change jobs quite -- quite regularly.

Q. Now, onthat page 576, in the third
full paragraph, it says. "No appraisal wells
drilled to date."

So isit correct to say that Shell

booked proved reservesin Block 18 without ever
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drilling appraisal wells?

A. Tomy recollection, no. What | would
consider was an appraisal well, was drilled. But
the degree -- | mean, | think the reason why the
booked number isalot smaller than initially
hoped for was because the degree of confidence
only stretched as far as that number.

Q. The paragraph in the middle of the page
that begins. "The need for caution." "The need
for caution on the assumptions regarding recovery
factorsis also born out by SEPCO/BTC work on
turbidites."

Do you know what "BTC" stands for?

A. Maybeit'sBdlaire.

Q. Do you know whether thiswork on
turbidites was done specifically in connection
with Block 187

A. No. Theturbidite play isthe most
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important geological play in the Gulf of Mexico,

so Shell has a deep understanding of the
geological circumstances of turbidites, and they
were trying to use that expertise in Angolawhere
turbidites were also the main play concept in
Block 18, asthey were in other blocksin the
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area.

Q. I'mlooking at a heading or subheading
alittle lower down. It says"Development of high
confidence areas." I'll just read a portion of
this paragraph. "It was hoped that by
concentrating on the high confidence areas in the
five Block 18 fields, well numbers could be
reduced and that the overall project economics

could be improved, even if the project size would
be smaller. Theresult wasthat only a
development of the Plutonio and Cobalto fields,
which are close together, was anywhere near
commercial."

Am | correct that saying something is
near commercial is not the same as saying it is
commercia?

MR. FERRARA: Since my colleague Colby
has not raised a customary objection asto form,
perhaps | will do it for him and, having seized
the record to make that brief objection, | will
elaborate very briefly to tell you that, in my
judgment, thiswitnessis here to testify to what
he heard or said, read or wrote. And every time
on thisrecord and all the recordsin these
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depositions that awitness is asked to comment on
the correctness or fairness of an issue and we
raise an objection to form, we intend to pursue
those objectionsif those answers are sought to be
included in the record of the proceedings before
the court.

Having these peopl e speculate on what
you think isfair or whether something is correct
IS not testimony, asfar as I'm concerned. And

Page 119 of 175

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/091206gp.txt (119 of 125)9/18/2007 3:57:35 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/091206gp.txt

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

Case 3:04-cv-00374-JAP-JJH  Document 359  Filed 10/10/2007
Colby has been very careful in raising each

objection to form, and we've let him answer the
question. But be aware, those answers are going
to be the subject of proceedings before the court
if they are included.

MR. MILLKEY: Wdl, let's put it
another way, then.
BY MR. MILLKEY:

Q. Wasit your understanding that the
Plutonio and Cobalto fields were in fact
commercia, were commercialy mature?

A. During my tenure, | don't think they
reached that point.

Q. Do you know whether they reached that
point before the reserves were booked in Block 18
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in 20007

MR. SMITH: Objection to form.

THE WITNESS: | can't remember when
there was any official statement to the effect
that this was going to be commercial. But the
work was ongoing with a view to producing the oil.
But | don't remember the precise dates, so | don't
wish to specul ate.

BY MR. MILLKEY:

Q. Attheend of the note, the last page,
page 577, there is a heading that says "Actions."
At the conclusion of the 12th December meeting it
was concluded that SDSwould, and it listsa
number of action items.

Do you know whether SDS actually did
the work that was listed here?

A. | can't say for sure.

Q. Do you know whether these actions were
deemed to be prerequisites to the booking of
proved reserves?

A. Thenoteimpliesthat, but | don't
recall seeing them ticked off one by one.

Q. Just soI'm clear on one point, you
don't know whether or not Shell -- SDS recommended
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74 million barrels as the amount to be submitted

for -- to be booked -- Y ou don't know whether SDS
recommended the number 74 million barrelsto SDAN
for submission as being proved?

A. | don't recall that recommendation
being made.

Q. Do you know who Shell's outside
auditors were?

A. No.

Q. Didyou ever -- Are you aware or do you
know whether KPMG Accountants, NV or

13 PricewaterhouseCoopers, LLP had any involvement in
14 thediscussions of Block 18?

15 A. Not to my knowledge.

16 Q. Haveyou ever spoken with Philip Watts?
17 A. Yes

18 Q. Onanumber of occasions?

19 A. Severd.

20 Q. Did any of those occasions relate to

21 any of the work that was done with Block 187?

22 A. No.

23 Q. Haveyou ever had any communications
24 with Judith Boynton?

25 A. Never.
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2 Q. What about Walter van de Vijer?

3 A. Yes, but not in connection with Angola.

4 MR. MILLKEY: | might be done. Why

5 don't wetake alittle break and I'll let you

6 know.

7 THE VIDEOGRAPHER: We are going off the
8 record. Thetimeis5:15 p.m.

9 (A recess was then taken.)

10 THE VIDEOGRAPHER: We are back on the
11 record. Thetimeis5:24 p.m.

12 BY MR. MILLKEY:

13 Q. If you could just find Exhibit 9 there.

14 Haveyou found it?

15 A. Yeah

16 Q. Onthefirst page there, page 39543,

17 you say inyour e-mail to Hans Van Nues, you say:

18

"Asyou know, booking of reservesin Angolaisa
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sensitive issue.”

And now | would just like you also to
turn to the document we -- your SEC transcript. |
don't recall -- | believe that was Exhibit No. 3.
If you could turn to page 57 of Exhibit 3.

MR. SMITH: It's Exhibit 2.

MR. MILLKEY: Isit Exhibit 27
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BY MR. MILLKEY:
Q. Exhibit 2, I'm sorry. On that page
you're talking about the same document, the same
e-mail.
A. Just repeat where.
Q. It'son page 57, Exhibit 2, alittle
bit below halfway down in the page. Y ou were
asked what made it a sensitive issue, and that's
referring to the same language that we just
mentioned. And you said: "That is meant to imply
that it isan issue which is under close scrutiny,
and clearly it's an issue that we haven't reached
alanding on. There was a variance of opinion,
but at the end of the day there was strong
pressure that there should be a number."
And the question was asked: "Strong
pressure from where?"
The answer is; "On high."
And then the question was:
" Specifically who?"'
And the response was. "Directly from
Heinz Rothermund but indirectly from Phil Watts,
because Heinz Rothermund was basically carrying
out the instructions of Phil Watts."
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My only questionis: Do you stand by
those answers?

MR. SMITH: Objection to form.

THE WITNESS: | think the answers|
gave are not too different than -- they're not so
different than my answer to you today.

MR. MILLKEY: That'sal | have.

THE VIDEOGRAPHER: This marksthe end
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10 of the deposition of Mr. Parry. The total number

11 of tapes used today was four. We are going off
12 therecord. Thetimeis5:28 p.m.
13 (Whereupon, the deposition was concluded at

14 5:28 p.m.)

15

16

17
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19

20

21

22

23
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2 WITNESS CERTIFICATE

3

4 |, GORDON PARRY, have read or have had the
5 foregoing testimony read to me and hereby certify that
6 itisatrueand correct transcription of my testimony
7 with the exception of any attached corrections or

8 changes.

9

10

11 GORDON PARRY

12 [] No corrections

[EEN
w

[ ] Correction sheet(s) enclosed

14

15 SUBSCRIBED AND SWORN TO BEFORE ME, the
16 undersigned authority, by the witness, GORDON PARRY,
17 onthisthe day of : :
18

19

20

21 NOTARY PUBLICIN AND FOR

22 THE STATE OF

23 My Commission Expires:

24

25
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REPORTER'S CERTIFICATE

[, the undersigned Registered Professional
Reporter and Notary Public, do hereby certify that
GORDON PARRY, after having been first duly sworn by
me to testify to the truth, did testify as set forth
in the foregoing pages, that the testimony was
reported by me in stenotype and transcribed under my
personal direction and supervision, and isatrue
and correct transcript.

| further certify that | am not of
counsel, not related to counsel or the parties
hereto, and not in any way interested in the outcome
of this matter.

SUBSCRIBED AND SWORN TO under my hand and
seal this 13th day of September, 2006.

JOHN L. HARMONSON, RPR

Notary Public in and for

the District of Columbia

My Commission Expires. 10/14/2010
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From: Hines, Jan IM SIEP-EPT-DE

To: Newberry, Derek [) SIEP-EPT-DE
CC:

BCC:

Sent Date: 2000-09-16 11:56:48.000
Received Date: 2000-09-16 11:56:48.000
Subject: FW: Angola Block 18
Attachments:

Derek,

Just have a look through the trail of correspondence on this which provides some
more insights on the reserves booking issue.

lan.

————— Original Message-——

From: Hines, lan IM SIEP-EPT-DE

Sent: Saturday, September 16, 2000 6:45 AM

To: Haney, John JP SIEP-EPT-DD

Cc: Dorgant, Paul PL. SIEP-EPT-DD; Smith, Patrick PL SIEP-EPT-DD; Knight,
Barry BP SIEP-EPT-DE; Rodenbusch, George G SIEP-EPT-DD, Breaux, J JN
SEPCO: Lindsay, Mark MS SIEP-EPT-DD; Helmkamp, Robert RE SIEP-EPT-
DD;

Wilhelm, Chandler CT SIEP-EPT-DE; La Caze, David DA SIEP-EPT-DD; Adam,
Jim JZ SIEP

Subject: Angola Block 18

John,

Questions surrounding the applicability of a mid or min DVA system for sweet
spot development of Block 18 have been around for several months - the debate
has even been taking place within the upper levels of EPG, see attached.
However, this dialogue has not been underpinned by any significant technical
work by ourselves on the viability of the concept for the specific functional
requirements of Block 18.

We are including a high level look at DVA concepts within the current concept
screening work - applications of min/mid DVA systems for Block 18 satellites
include some significant challenges in terms of reservoir drainage, gas, water
management and flow assurance issues, which may well place the concept
outside the range of current study work for the GofM. We can already see
potential for BP to draw inappropriate conclusions on the application of dry tree
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systems, which can only be countered by a solid technical case. | am also
hearing feedback from the Erha team which suggests that we need to look
carefully at the functionality of the concept for applications outside of the GofM,
which currently provide the bulk of the in house study work for min/mid DVA
systems. This will require a piece of technical work based upon the Block 18
specifics. Give the EPG desire to try to book reserves early, the asset team now
wish us to assess this with some urgency and this will require a more substantial
study effort than originally planned.

We have been experiencing some difficulties with surface facilities resourcing for
Block 18, particularly for topsides. This has improved very recently but with the
potential for increased scope of specific studies for Block 18 min/mid DVA
assessments, | would like to revisit this and to plan ahead.

I will be in the UK all next week in meetings with BP, but have spoken about this
separately to both Barry and George. | would appreciate if we can discuss this as
soon as | get back from the UK and will call to setup a get together.

Regards,
lan.

--—-QOriginal Message——

From: Inglis, Robert RB SIEP-SDAN-AM
Sent: Friday, September 15, 2000 2:16 AM
To: Hines, lan IM SIEP-EPT-DE

Subject: FW: Cluster development Angola

lan,
See attached so you know what is going around. I've told Gordon we
will undertake a study with you and this should cover Martijns ideas.

Regards,
Rob

----Qriginal Message-—--

From: PARRY, G.

Sent: Wednesday, September 13, 2000 5:38 PM
To: Inglis, Robert R.B. /SIEP /SDAN-AM
Subject: FW: Cluster development Angola

Rob,
CONFIDENTIAL
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Gordon

----- Original Message-——

From: MINDERHOUD, M.

Sent: Wednesday, September 13, 2000 3:07 PM

To: PARRY, G. /SIEP /EPG :

Cc: ROTHERMUND, H.C. /SEPI/EPG; LOVELOCK, S. /SEPI /EPG
Subject: FW: Cluster development Angola

Gordon,

sofry to keep on harping on this one. But the way | see it, is (i} to

get reserves booked in 2000 one way or another and (ii) to then start
drilling appraisal wells as Capex thereatfter. | fully understand now
that the full, most optimal development of Block 18 requires more than
a 'simple Min DVA' concept. But | also quote from below note :

"The min-DVA concept may be of interest for

selective sweet spot development of individual reservoir structures
(e.qg. for Plutonio) if this system proves cost effective for the
predicted recoverable volumes.”

If L understand it well, for reserves booking it is required that there
exists a doable, economic development scheme ; | quote from your note
sent separately:

"Proved reserves can be booked if it can be demonstrated that the
development project of a discovered field is technically and

commercially mature (and a market is expected to be available).
Commercial maturity should be demonstrated over a sufficiently large
range of possible scenario's (including all surface and subsurface
uncertainties). A project is deemed commercial if the NPV7% @ PSV14 >
0' "

However NOBODY SAID THAT YOU ACTUALLY HAVE TO EXECUTE THAT
SCHEME !

As you state, you do not require to take FID. You can happily continue

drilling to prove up a better scheme. The existence of such smaller,

"dummy” scheme woulid probably not allow you to book more than the
reserves you can actually produce with it, but it would be a start.

| think it would be worthwhile to pursue this idea —if | am
completely crazy, tell me where | got it wrong

Or maybe your other plans have sufficiently progressed - then shred CONFIDENTIAI
this N
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cheers
martijn

————— Original Message-—-

From: Inglis, Robert R.B.

Sent: 24 August 2000 09:04

To: MINDERHOUD, M.

Cc: PARRY, G. /SIEP /EPG; Osborne, Peter L. /[SDANG /GM; LOHR, FRAN F.A.
ISIEP /EPB /157182; HASAN, MAHDI S.M. /SIEP JEPT-DD /777124; KNIGHT,
BARRY B.P_/SIEP /EPT-DE [777890; Hines, lan |. ISIEP /JEPT-DE /7773189,
SMITH, PATRICK P.L. /SIEP JEPT-DD /535313, Simon, Grigore G. /SIEP
ISDAN-AM

Subject: RE: Cluster development Angola

Martijn,
See attached SDS info on applicability of Min-DVA concept for
Block 18.

We are looking at these concepts in the work being done in SDS, but as
| indicated earlier, they are not likely to offer a step change in
economics for this development. BP are also working on minimum dry
tree options, drawing on the joint industry work done as part of WADO
(West Africa Deepwater Operators), where these type of concepts were
worked extensively with a number of contractor groups about 5 years
ago.

We will continue to ensure that all development options are explored,
but the real enabler for B18 is to be able to place high productivity,
high ultimate welis,

Regards,

Rob

~--—Qriginal Message-—

From: Hines, lan |. /777319 On Behalf Of Hines, lan 1. /777319
Sent: Thursday, August 24, 2000 1:29 AM

To: Inglis, Robert R.B.; Smith, Patrick P.L. /535313

Subject: RE: Cluster development Angola

Rob,

As discussed, some discussion on the DVA concepts . The real issue here
now is managing the potentially unrealistic expectations which may have
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been created by generalizing the existing min-DVA experience. Its on
our radar screen but a second order effect compared to the subsurface
uncertainty which we are facing right now.

Development of the Block 18 reserves combines the challenges of two
other ongoing deepwater developments projects: i.e. Erha (with a series
of complex stacked amalgamated channel turbidite reservoirs) and Nakika
(with its multiple reservoir aerially distributed reserves). This

combination presents a very significant and unique development
challenge.

DVA systems are one of a number of development options being considered
for Block 18, they are also being evaluated for Erha and Holstein.

However, uniike these other developments the aerially distributed

nature of the reserves and the variable reserves density within the

separate structures in Block 18 require much larger numbers of wells

and are such that a single DVA structure is not a viable development

option for the entire Block. The min-DVA concept may be of interest for
selective sweet spot development of individual reservoir structures

(e.g. for Plutonio) if this system proves cost effective for the

predicted recoverable volumes.

Development of the wider reserves base will require a large number of
wells (current estimates range from 40 - 80wells), infield storage

(e.g. an FPSO or an FSU) and either several DVA systems, significant
numbers of subsea wells, or most probably a combination of these
options given the aerial extent of the reserves in individual

structures. The choice between subsea wells and dry trees (and hence
the cost effectiveness of DVA systems) will depend upon the subsurface,
flow assurance, well engineering and development system assessments
which are part of ongoing concept screening exercises being conducted
by both BP and Shell. The focus of current effort is to develop a good
understanding of the range of subsurface uncertainties/key drivers in
the complex multiple reservoir setting within Block 18. The number of
separate structures results in a large number of potential development
sceanrios. However, the surface engineering screening work is not
sufficiently mature to make a choice between the dry tree and wet tree
options. It is expected that the DVA concept and the dry tree versus

wet tree decision will almost certainly be carried forward into the
concept selection stage (post VAR?2) as was the case for Bonga/Nakika
and is currently anticipated for Erha.

In summary, the cost benefit assessment of using DVA systems at Block

18 is more complex and less clear cut than for some other ongoing

developments. However the ongoing evaluation is benefiting from the

development work carried out in SDS in recent years in terms of CONFIDENTIAL

SMJ00034880
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capturing representative lower bound costs for potential minimum
systems.

—-Qriginal Message-—

From: MINDERHOUD, M.

Sent: 17 August 2000 16:33

To: Inglis, Robert R.B. _

Cc: PARRY, G. /SIEP /EPG; Osborne, Peter L. /ISDANG /GM; LOHR, FRAN F.A,
/SIEP JEPB /157182; HASAN, MAHDI S.M. /SIEP /EPT-DD /777124

Subject: RE: Cluster development Angola

Rob,

what is the latest on this? with our new discovery, the light at the
end of the tunnel is very near. Can we make a competitive proposal to
BPA?

(By the way, this is the latest e-mail | could find on this, maybe
there is later correspondence).

Martijn

---—Original Message-—--

From: Ingiis, Robert R.B.

Sent: 29 April 2000 11:49

To: MINDERHOUD, M.

Cc: PARRY, G. /SIEP /[EPG

Subject: RE: Cluster development Angola

Martijn,
Sorry | have not responded to this request - all the focus on
B34 has diverted attention.

I have had some material from SDS, but none of this indicates that Min
DVA will do much for Block 18. I'l discuss further during my visit to
Houston next week.

So do not hold your breath - Min DVA is a niche application which does
not fit easily in Angola.

Regards,
Rob
CONFIDENTIAL
----- Original Message-—
From: MINDERHOUD, M.
SMJ00034881
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Sent: Monday, April 17, 2000 6:11 PM
To: Inglis, Robert R.B. /SIEP /SDA-AM
Cc: PARRY, G. /SIEP /[EPG

Subject: FW: Cluster development Angola

Rob,

| have some months ago extended this challenge to SDS, to see whether
their miniDVA concept could be the winner in Angola (at least Block

18). 1 am very curious to hear from you what the status of this is, as

I was very intrigued by the idea.

Greetings
Martijn

—--Original Message—-

From: MINDERHOUD, M.

Sent: 15 February 2000 08:46

To: Hasan, Mahdi S.M. /777124

Cc: PARRY, G.

Subject: RE: Cluster development Angola

Mahdi,
Indeed you sold me that very idea, and this is why | contacted you.

| think that your exciting ideas on this mini development are or could
be the competitive edge bringing us back great in Angola. | would love
to prove that we Shell think that Block 18 is already economic, whilst
BP-Amoco still think they need the fourth well. Having said that, 1
cannot judge whether the high level screening look is sufficient to

start taking steps or whether more in-depth work is required. And what
the budgettary consequences are, | think Gordon could comment here.

I Yook forward to hearing more on this topic
Martijn

--—-Original Message—

From: Hasan, Mahdi S.M. (777124

Sent: 15 February 2000 00:43
To: MINDERHOUD, M.

Cc: PARRY, G. CONFIDE
Subject: RE: Cluster development Angola NFIDENTIAL
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Martijn,

Sorry for the late reply - but your comment about us "actively

looking..." caught me off guard. Rob Inglis has been asked to give a

view on the BP cost estimates and he was planning to use some broad
brushed comparisons to possible alternatives we might use and what they
would cost. That is a long way from having work done on it even to
establish whether the concept would be technically feasible for this
application.

Having said that, this capability certainly exists in SDS - actually is
the heart of what we provide. However, | caution that a high level,
screening type look, should be mis-read as actively studying it to find
a solution. However, if that is what you/Angola wish us to do, we
shall be delighted to provide you a service - a service that you will
not find anywhere in quality and reliability.

Mahdi

From: Minderhoud, Martijn M SEPI-EPG
Sent: Thursday, February 10, 2000 5:57 AM
To: Hasan, Mahdi SM SIEP-EPT-DD

Cc: Parry, Gordon G SIEP-EPG

Subject: Cluster development Angola

Mahdi,

| understand from Gordon, that you guys are actively looking at

applying

your miniDVA satelite development approach to see whether Angola

Block

18 could be made commercial already with the three developments

there '

are (approx 600 mmbbls). Can you tell me what the current views on

this

are, and are you in a position to say anything concrete, in the

context

of portfolio management?

Tharnks

Martijn

Martijn Minderhoud . .
Regional Vice-President SubSaharan Africa EPG CONFIDENTIAL

office (31)-(70)-377-1402
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mobile (31)-(0)6-21573760
e-mail m.minderhoud@sepi.shell.com

CONFIDENTIAL
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Page 5 Page 7
1 PROCEEDINGS I A [am,
2 MIL PEAVLER: On the record. 2 MR PEAVLER: Would counsel please make an
3 Whereupon, 3 appearance.
4 GORDON PARRY 4 MR.AUBY: Sure. Scolt Auby, of DeBevoise &
5 was called as a witness and, baving been first duly sworn, 5 Plimpton for Mr, Parry,
6 was cxamined and testified as [ollows: 6 MR smT: Colby Smith, DeBevoise & Plimpton for
7 EXAMINATION 7 Mr. Parry
8 BY MR. PEAVLER: 8 MR. CoLL: Geoffroy Coll, LeBocuf, Lamb, Greene &
9 Q Would you spell your last name please? 9 MacRae.
10 A Parry, 10 MS3. BRAMBLE: Jocelyn Bramble with LeBoenf, Lamb,
11 Q Mz Parry, my namne is David Peavler, and I'm an 11 Greene & MacRac. -
12 attorney with the United States Securities and Exchange 12 MS. BRIETSTEIN: Autumn Brictstein, LeBoeuf, Lamb,
13 Commission. And I'm an officer of the Commission authorized |13 Greene & MacRae,
14 10 take your icstimony and other evidence in the maner of 14 BY MR. PEAVLER:
15 the Royal Duteh/Shell Group. 15 Q Mr. Parry, the testimony ‘you arc giving today is
16 Do you understand that? 16 being used to ascertain whether there have boen violations of
17 THE WITNESS: | do. 17 United States federal securities laws. But it may indicatc
18 MR PEAVLER: That authonty is found in a dociment 18 violations of other state or foderal ULS. Jaws.
19 we commonly refer o a5 the Formal Order. A copy of which is 19 We also do share what you tell us and the evidence
20 bere and available for your inspection and your counsel's 20 we pather with other law caforcement in the United Statcs as
21 inspection today. 21 well as i other countrics.
22 Now, is it true that you're not appearing pursuant 22 Po you inderstangd that?
23 to a subpocna? 23 A ldo.
24 THE WIINESS: Correct. 24 Q Have yon cver given a deposition before?
25 MR. PEAVIER: And I want 1o thank you for agrecing 25 A No,
Page 6 Page 8§
1 0 come and give testimony tday. 1 Q The ground 1ules are very simple. I'm going to ask
2 Fam going 1o show you what I've previously marked 2 aseries of questions. You arc noder oath to give your best
3 as Exhibit No. 87, and this is the document that we refer 1o 3 answors if you can. )
4 as Form 1662, 4 We aro taking down everything cither of ns say.
5 (st Exhibit No. 87 was 5 What that means is, oumber onc, we con't use non-verbal
6 referred to.) 6 communications because it docsn’t show up on a tape.
7 BY MR PEAVLER: 7 Do you understand that?
8 Q Did you reccive a document like that? 8 A Tdo.
@ A Yes, I've read this docwment. 9 Q You can give "yeses, noes,” some sort of angdible
10 Q Okay. I'm not going to outline all of the things 10 verbal response, okay?
I1 that ars in there, but gencrally that document outlines your 11 A Okay.
12 rights and obligations in providing testimony to the 12 Q Sccondly, the transcript that comes out of this :
13 Commission. 13 will look a lot better and be a Jot casicr to read if we g
14 Do you nnderstand that? 14 don't talk over sach other, E
15 A ldo. 15 Can you try to let me finish my question before you [25)
16 Q A couple of things I do want to highlight. 16 start answering, and 1 likewise will try not 1o step on the a
17 First, you have the right under the Fifth Amendment 17 end of your answer, all right? o
18 10 the United States Constitution not 1o give tostimony that 18 A Okay. é
19 tends 1o incriminate you. 19 Q Lastly, if at any point you soed to take 2 break or O
20 Do you uuderstand that? 20 noed to consult with your counscl, Ict mc know that. 1'll do
21 A Tdo. . 21 my best to stop and if you need to 1alk with conusel, we'll
22 Q Seccondly, you have the right to counscl. 22 stop then, If you noed to take a break, Jet mo get to a good
23 Do you nadcrstand that? 23 swpping poinl_ Okay?”
A ldo. 24 A Okay. SCA00003194
Q Arc you reprosented by counsel today? 25 Q Who do you work for now?

Page 5 - Page 8
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Pape 9 Page 11
1 A I'm retired. ! A 1did.
2 ) When did you retire? 2 Q During the cotire time?
3 A The first of May 2004. 3 A Yes.
4 Q From whom did you rotire? 4 Q@ What were your -- in a more gencral sense - your
5 A Shell International Petrolewn Company, as it was 5 responsibilitics as the regional business advisor for Sub-
6 known at the time. 6 Saharan Africa?
7 ) Is that a part of the Royal Duich/Shell Group or at 7 A Ttimvolved several different roles, one of which
§ Jeast what wsed to be known as the Royat Duteh/Shell Group? | 8 was the governance ol Shell's operating companies in that
9 A Correct. 9 region. Angola was oply one of several. So my tune wasn't
10 Q And today we're going to be talkiog about Shell or 10 exclusively spent on Angola. ‘There were other exploration
11 the Group. And I realize that al Jeast in prior times thero 11 ventures which I looked after.
12 was a very complex structure in place. 12 T was also responsiblc for developing business in
13 But if T refer to "Shell” or the "Group," will you 13 the region, both acquisitions and divestments, looking for
14 understand I'm talking about the company as a whole and not {14 new opportunities.
15 pecessarily individual part? 15  Q Did you serve as I puess the liaison for local
16 A T understand. 16 business units to more senior management?
17 @ Now, there will be limes when we talk abont the 17 A Yes. 1acted as the go-between, if you will,
18 expiration of production, part of the company or BP. 18 between the operating companies in these various countrics
19 Do you understand what that is at Shell? 19 including Angola, between the operating unit and the senior
20 A 1do. 20 management in the Center,
21 @ And likewise, there'l1 be times when we talk about 21 Q When you refer to the "Center,” is that —
22 the EFG portion of the company. 22 A The Hague.
23 Arc you familiar with that? . 23 The Shell operation. Is that an EP headquarters,
24 A Tam. 24 if you will?
25 Q Very gond. 25 A Yecs, in the Hague.
Page 10 Page 12
1 How long were you employed with Shell? 1 Q Now, Ijust want to make sure I understand.
2 A Thirty-three years. 2 With respect to the Angolan operation, I bad beand
3 Q Isthat the only company you' ve been employced with? 3 7o other context that Chris DDuhan may bave replaced you in
4 A Yes. 4 that rolc.
5 () Why did you retire? 5 A Hedid,
6 A Ireached my sell-by datwe. 6 Q What time period was that?
7 MR FEAVLER: Let me show you what I'm marking as 7 A That was about ~ | can’t remember exactly, but it
8 Exhibit 491 This is a Background Questionnaire, 8 was about September 2002.
9 (sEc Exhibit No. 491 was marked 9 Q Let's 1alk a little bit about the Block 18 property
10 for identification.) 10 or ficld in Angola.
11 BY MR PEAVLER: 1 Is that a ficld that you have some familiarity
12 Q Did you fill this oul? 12 with?
13 A Tdid 13 A Itis
14 ) And is all the information in there true and 14 ) 'Was that I guess a scheduled exit for Shell at some
15 corrcct as far as you know? 15 point? In other words, Shell intended to oxit the operations

16 A It's correet as far as I know. 16 io Block 187

17 Q Therc were really just a conple of things if you 17 A That was not the intention during my tentre.

18 could hand that back. A conple of things I bave a qucstion 18 Q -Okay, There was not a point at which during your

19 about. 19 tocourc that Block 18 was intended 10 be —

20 I noted in your cmployment bistory that yon spent 20 A It had been discussed.

21 from Match of 1998 to Scptember of 2002 as a regional 21 Q Okay. CONFIDENTIA-IJ
22 busioess advisor for Sub-Saharan Afnca. 22 A Throughout my tenure,

23 A Correct, Of PG, S 23 Q But your tostimony 15 it was nover on any list or

24 Q In that capacity, id you have respousibality for 24 schodule -- let me Doish my question —

25 opcrations in Angola, Shcll's operations in Aogola? . 25 it was ncver on any list or kind of official

' Page 9 - Page 12
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schedule of arcas that Shell was going to get out of. 1 belps clarify that at all.

A Daring my tme there, we never actively marketed 2 But ket me go back, and again in this 2000 and 2001
that property. It was discussed from time 1o time, but with 3 time period, did you have people reporting to you?
increasing suceess in the block, of conrse it becart: more and 4 A No. (1ON]71 .
more difficuit to propose it as a divestment, _ 5 Q What - B DENTIAL

Q What was the status of Block 18 in 19997 6 A May I just modify that,

A 1999, AsIrecall, by then we had made one or two 7 ) Please.

il discoveries. 8 A The position of regional business advisor was a

Q Who did you - and I want to maybe focus on a 9 fairly unique onc.  But there was a group that varied between
couple of time periods. Let's focns on the year 2000 and 10 maybe eight o 10 depending on the cirenmstances,
inte 2001, 11 representing different countries in the region, all reporting

Who did you report to? 12 10 Heinz Rothermund. but none of us had people reporting to

A Henz Rothermund. 13 us. We just bad support.

() Anyone clsc? 14 The head of the operating division, and in the case

A No. 15 of Angola, that was Peter Osbome, be also would report

Q Who did Mr. Rothcomund report to? 16 direcily to Heinz Rothermund. Bat there would be a dotied

A Phil Watts, 17 line between him and me. Although 1 had no executive

Q At least to the point that Mr. Walts was roplaccd 18 authority over the general manager and the operating arca. |
by Mr. Vande Vijver? Or did 1bat happen at all doring your 19 conid only advise.
tenurc? 20 Q And with respect to Mr, Oshomne and as it relates

A That did happen during my tenure, but at the very 21 to Block 18, did the assel manager report to Mr, Osbarnc?
end. 22 A Correct,

Q And I want to just rovisit a little bit the 23 Q And during 2000 and 2001, who was the assct manager
timctables hore, realizing that you're thinking back on 24 for Block 187
things yon may not have contemplated in a while. 25 A Rob Inglis, as I recall. Shell Angola is a small

Page 14 Page 16
Walter Vamk: Vijver replacexd Phil Watts as the head 1 company. Peter (sborne was in-country. There was no
of epin roughly July of 2001. 2 technical work done, for obvious reasons, in Angola. So all
Does that holp you, in thinking back on your tcoure 3 the technical work was done in Hollend.  And Rob Inglis was
85 the RDA for Sub-Sabarzn Afsfcs, put s different tisme line 4 hased there together with the exploration guy, Grigore Shaoa.
on it? 5 Q You may havc said this earlicr. Yon werc based at
And the only reason 1 say that is because there are 6 thc Conter, correct?
some documents, which I'm sure we can look at, that suggest 7 A I the Hague, yes.
that perhaps your tonurc ended sometime in 2001, at least 8 Q Lct mc a5k you — I want to kind of put your mind
with respect 10 Angola, 9 back in carly 2000, if you can.

A T'm struggling to remember when I changed jobs from 10 Do you recall any instances in carly 2000 where you
EPG to EPA 11 met with Mr. Rothermund and discusscd the issue of the group

Q) Are there documents, and that's not saying we have 12 having a rescrve roplaccment problem?
to drag them out today, but would you expect there to be some 13 A That discussion 100k place in a EPG tcam mocting.
form of documents that would belp vs understand what your 14 Q What is an ePGY meeting?
tenure was? I mean sort of official paperwork? 15 A We had 2 weekly eam meeting. SCA00003196

A Well, Chris Duban replaced me, so be would become 16 Q A icam mecting. 1I'm sofry.
the lead in the carrespondence. 17 A A team meeting. Where all the business advisors

Q Woll, we'll move on pow but I was just wondering if 18 reporting to Heinz would get together and discuss ongoing
that helps, and it sounds like it may not necessarily clear 19 business, et cetera.
up your recollection any better. 20 Q) When was that? Was it a meeting or a series of

A [ spent three and a half years in FPG. 21 mcctings?

Q Okay. 22 A I can't ranemnber exactly the date this topic was

A And 1 joincd in 1998. So indetd, maytxs I mentioned 23 raisad at such a mecting, but this was before where the
2002 earlicr. Maybe it shonkd have been 2001, 24 problem was presened 10 us as a group.

Q Okay. Well, we'll sec if anything we look at today 25 ) What werc -- if there wore any given — what

Page 13 - Page 16
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Page 17 Pape 19
I reasons of causes werc given, if any, for this problem? 1 A Yes. Idon'trecall precisely this note, but 1t
2 A As 1 recall, this was reporied at he time, We were 2 was my habit to do that, so that basically theae was a
3 heading for a shortfall, And that the mam reason for that 3 consensus from the operating company on the content of such a
4 was thal Nigeria was not going to deliver on the promse it 4 note becausc they are the custodians of the data. In the
5 had made. 5 Center, we did no technical work ourselves. We were
6 O Was that Nigeria P or Semco? 6 dependent on distilling that information from the operating
7 A sseDC 1 belicve, 7 companics themselves.
8 Q Was the source of this information to you, at Jeast 8 Q Who within the Block 18 asset group did you ron
9 Mr. Rothermund? 9 this past ar consult with on it?
10 A Yes. 10 A On this issve, it would have been Grigore Sinon.
1 Q Were any solutions proposed? 11 Q You may noed to speak up a ittle. 1'm oot sure if
12 A No. He asked vs as a group to propose a sohition. 12 it's picking up.
13 ¢ Did you proposc any solntion? 13 1s it picking up okay?
14 A 1did. 14 Now if yon'd look at the vory first scotonce, this
15 Q What did you propose? 15 references "rescrves question raised al the EPG mecling on
16 A 1was aware that discoveries were being madc in 16 the 14th of Aupust of 2000."
17 Angola. And that there was a possibility that we may be able 17 Is that the mecting that you described for us
18 to contribute o the reserves problem from Angola. And 1 18 earlicr that invelved Mr. Rothermund, where the issne of
19 believe my colleaghie proposed Brazil as well. 19 rescrve replacement problems came up, or is there some other
20 @ At the point in time you mwade this suggestion, did 20 mocting?
21 you have in your own mind any particular volume that could be |21 A T would gugss that that is correct. 1 can't
22 contributcd? 22 remember preciscly but I would imagine that that 15 the case.
23 A Not at that rnoment. 23 Q Was there more than one meeting with Mr. Rothermund
24 Q Did you suggest any ranges at this meeting? 24 that yon ware part of where group rescives shortfalls were
25 A Tdon't recall. 95 discussed, solstions for that were discusscd?
Page 18 Page 20
| @ Were there any represcntatives from the Block 18 1 A I can't rancinber procise instances, but this was a
2 assct present at this mecting? 2 topic that weuld have been on the agenda on a regular basis.
3 A No. 3 ) The rest of this sentence that wo were just looking
4 QQ Was it strictly people at your pocr jevel? 4 st references mcx!ing. botween Epgand Shell Angola staff as
5 A Yes. 5 well as EPR-- it's drawn over — EPB-P on 220d Auwgust 2000.
6 Q Let me show you whal we've previously matked in 6 Do you remember that mecting?
7 this case us Bxhibit 460. And Exhibit 460, the front of it 7 A Not precisely. I had many, many mectings with
% is an e-mail from Heinz Rothermund to a pumber of pecople, 8 Shell Angola because we were in the same town and access W
9 including Phil Watts. It's daied Septembor 5, 2000. And 9 thom was quite casy, S0 We met many, many BIes, so it's vary
10 attached to it is a note from you to Mr, Rothermund dated 10 hard to remember one precise meeting.
11 September 5, 2000. 11 Q Wcll, epp-r, who is that, 1o the best you can
12 (st:c Exhibit No. 460 was 12 remcmber?
13 referred o)) 13 A 1struggle to remember.
14 Q Do you recogaize the note, the attachunent? 14 @ Is that rcscrves -- group rescrves coordinator?
15 A Yes, I recopnize it. 15 A Ttcould be, it could be.
16 Q I'm sorry. Do you recognize it? 16 Q Do you remember mesting with Shelt Angola stafT and
17 A 1 recogmze it § . )7 the group reserve coordinator in this mid-2000 time frame?
18 Q Did you prepare this? C()NFIDENTIAI ~ 18 A Idon't remember precisely, but, again, be was in
19 A 1did. 19 the same building, so wo met on a frequent basis.
20 Q Did you rum it past any of the pooplc in Angola for 20 Q About Angola?
71 comment before you sent it - well, first, did you send it to 21 A About many companics.
22 Mr. Rothermund? 22 ( Dut Angola was onc of them?
23 A Tdid 23 A Angola was on¢ of thom.
24 © Did you run it past any of the Angola Block 18 24 Q Where did you get the information that is in this
25 people beforc you seat it? 25 memo or this notc about the booking of crude resexves?
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Page 21 Page 23
} A Any information on reserves I would have got from 1 Q Sure, I'm sorry. Yes, this is the fifth paragraph
2 Shell Angola. 2 that begins "LE~
3 Q What about in tcrms of -~ if you look, for 3 A Oh, yes, 1 sec,
4 instasnce, in the middle, right in the middic of this first 4 () Is the reference there to "Greater Plutonio hub,"
5 page of the pote, you've written, "ln marginal cases, 5 i the southern half or southoro portion of Block 187
6 especially in pew areas where resovrce volumes are very close | 6 A Ittefers 1 the area swrrounding the Plutonio
7 to commercial entoff, reserves shonld not be booked.” 7 discovery, where there was several other similar-looking
8 Wheore did you get that information? B prospocts.
9 A Tdon't recall. 9 (2 But Plutonio, if yon know, was that in the southcm
10 Q Was that information that you just had at the tip 10 part of the Block 187
Il of your fingers, or ordinarily would you cxpect you'd have to 11 A Yes. Without looking at the map. Yes, Plutonio
12 go to someone in that arca to -- 12 was the center of a number of discoveries. The first
13 A F— 13 discovery was Platina, which was in the norih of the block
14  Q Lot me et the whole thing out. 14 and rather isolated from it.
15 Or you had to go 1o somconc elsc to get that 15 Q Anyway, ont scntence refers to "Latest estimates,
16 information? - 16 proven reserve for the Greater Pintonio hub in Block 18 of
17 A This information I'm assuming would bave comne from 17 290 million barrels ™
18 the conversations 1 had with specialists on reserves. 18 And what I'm wondering is, did you et that
19 Q Was, at Jeast for Shell, was Angola a new arca? 19 informantion from the people in Angola?
20 A Shell entered Angola in t: carly ‘90s. 20 A Idid.
21 Q) You mcntioned that there had been -- your 21 Q Did they describe it at that point in time proven
22 recollection was there had been a coﬁplc of successful 22 reserves?
23 discoverics in 1999 or by 1999, 23 A Ican’t rememnber preciscly how that figure was
24 At least from the perspective — let me ask it this 24 described.
25 way. 25 @ As you prupared this note and scot it to Mr.
Page 22 Page 24
1 Where you've written here, "In new areas,” were you 1 Roethermund, did you have any rcsponse or reaction from Mr.
2 talking about someplace like Angola Block 18? 2 Rotbormund directly to you?
3 A Yes. I'mrcferring to green field exploration 3 A As I recall, be woukl not have reacted. He would
4 ventines. - 4 hisve expressexd interest that Angola could help in remedying
5 Q And that's what Block 18 was at that point in time? 5 the reserves situation, and would follow the story closcly.
6 A At that paint in time. 6 Q INid you forward this note on 1o Mr. Inglis? He's
7 Q If we go down towards the bottom of this first 7 shown as a ce.
8 page, there's a refercnce to 293 million barrels of target 8 A Yes. Rob would bave been awarc of this. Tt was my
9 proven reserves” — ' sorry. 293 million barrels of 9 habit to share the doctumentation with him because as they
10 potcntial proved sescrves in Angola.” 10 were supplying a lot of the information that goes in these
11 Do you sce where I'mp referting? 11 docmments, they would like to keep a copy for their own
12 A Yes. 12 Hles.
13 Q Whav did that 293-mnillion-barrcl Higure come from? 13 Q Did Mr. Inglis tcll you around this September §
14 A This is the 300 — it's a rounding up of the 293, 14 datc that the 293-million-barrel figure was an cxpectation,
15 which was the figure that was held in Shell Angola in the 15 you know, an cxpectation volume figurs rather than a proved
16 early days of the venture. 16 volume [igure?
17 Q Wecll, you don't even have to go to the bottom. A 17 A In the discussions we had, T don't recall im
18 littie higher up, just on the sentence we read about marginal 18 wlling me that exactly, but we had many discussions about
19 cases, you've written "The LE- - is that "latest estimate™? 19 this subject.
20 A That's correct. 20 Q Is it possiblc ho said that? S(:AOOOOB 1 98
21 Q "Shell psp in Thailand, of proven reserves for the 21 A It's possible.
22 Greater Plotonio hub in Block 18.% 2 Q Did you know the difference at that point in time
23 And just incidentally, is that the south¢rn portion 23 between proved and expectation volome, at lcast as they
24 of Block 187 24 related 1o what Shell might tell the rost of the world about
25 A Could you just tell me where you are? 25 its crude roserves?
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you aspire 10 shoot into that target, And all the different
busjness units are doing the samc thing, which forms the k.
the total EP score card, .

Q For the EPG score card, was there a larget for
reserve replacement as a percentage of, for mstance, a 50
percent reserve replacement, 100 percent, whatever the casc
may bc, or was it, to the best you can rocall, in teros of a
volume of reseives added duriog the year — for gra?

A As Trecall, it was a nunber, not 4 percentape.

Q So some vohome --

A A vohune, yes.

Q What about on the Er score card? Was reserve
replacernent an iten on there?

A Tdon't recall exactly. Jt was there in onc form
or another, but T can’t remember whether it was a ninber or a
percentage.

Q H ErG failed to meet its target, it fell short of
its target, on reserve replacement, would that impact how
much you got paid or compensatcd?

A The reserves parameter 15 one of several, so the
overall score depended on otber paramiters as well. So if
the overall score came below targe, it would have an impact
but the level of financial impact was uot worth talking
about.

Q I guess in other words, there were other factors

1 A1 was aware of what the difference 1s. The link I
2 with the outside world, T was not particularly eonscions of. 2
3 Q You did understand there was a differcnce between 3
4 expeetation volume and proved volume in terms of what that 4
5 meant, 5
6 A Yes. 6
7 Q Wo talked a minute ago -~ T asked you about mecting 7
8 — a group reseive replacement problem. 8
9 Did grd itself have a reserve replacement problem 9
10 at this peint in time of 2000, the mid part of 20007 10
11 A The fact that Nigeria was falling short of the 11
12 promise that it had mede, made it an EPG problem. 12
13 Q Was reserves replacement -- first, are you familiar 13
14 with the concept of score cards at Shall? 14
15 A lam. 15
16 Q And what, peoerally speaking, is "score cards” at 16
17 Shell? What does it mean, what docs it do? 17
18 A It's a collection of parameters which are designed 18
19 to measure the performance of an indlividual or a group of 19
20 staff towards achicviog 1he overall business aims of the 20
21 company, 21
22 Q What score card I gusss or what proup scorc card 22
23 most dircetly impacted you? And by that I mean — kit me ask |23
24 1his a differcot way. 24
25 Did £rG bave its own scorc card? 23
Page 26

1 A Yes, 1
2 Q Did the individual countrics have their own score 2
3 cards? 3
14 A Yes, 4
5 Q And did Er as a whole have a scorc card? 5
6 A That's correct. 6

7 Q Now, of thosc score cards, which, if any, impacted | 7

8 you the most? 8
9 A Personally? 9

—
<

10 Q Yes.

H A 1 would mmagine -- well, indircctly all of them, 1
12 becausc we also had individual score cards. So my individual |12
13 score card was the contribution to FPG, which was a v {13
14 contribution to the EP score card, so they sort of cascade. 14
15 Q Was rescrves replacement part of the EPG score 15
16 card? : 16
17 A Not reserves replacement but achieving rescrves for 17
18 the individual companies. 18
19 Q@ I'm vot surc I understand the difference. 19
20 What's the difference? 20
21 A Reserves replacement, as I interpret it, is — 21
22 well, maybe there's not a difference. Basically each 22
23 couniry, at the start of a business year, tries to predict 23

24 what-amount of rcserves it aspircs to achicve in the coming |24
25 year. S0 you quote a value with a high and a low end, and 25

Page 28
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that might offset -

A Yus.

Q - that reserve replaceanent or reserve addition -

A That's comect.

Q' Let me show you what we've previously marked as
Exhibit 461. Exhibit 461, the first page is an e-moail from
Robert Inglis 1o Ian, Heinz and some other peoplc of
September 11, 2000. And at least the attachment reference
appears 1o be the same note on Angolan Brazil reserves that
we looked at provionsty.

(sec Exhibit No. 461 was
referred 10))

Q2 What 1 want 1o ask you about is on the sccond page.
There is ao ¢-mail from you to Mr. Inglis and a number of
other people, including Romco Aalbers, attaching, it looks
Iike, the final version of that noic_

Do you recognize the e-mail that looks like it came
from you?

A ldo.

Q Within yowr e~mail, you've written -~ you've quoted
some things or attributed somc quotes to Mr. Watts and M.
Rothermund. .

Do you scc where I'm referring?
A ldo.
Q The quotc attributed to Mr. Watts reads, "It’s

Page 277
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w1 eritical that i Angola reserves are booked this year or our I Mr. Rothermund wrotc what you've atiributed here.
1 2 kp score card will be shot”™ jis what you've written. 2 A Yes.
3 Is that something you heard Mr, Watts say? 3 (@ Okay. That helps me understand it,
4 A Ne. 4 A Basically instructing me to get after it.
5 Q Wherce did you learn of that? 5 Q Why did you forward these quotes to the people in
6 A This was embedded in ap e-mail. This was forwarded 6 Angola? Ipguess what was your purpose?
7 to me by Heinz Rothermund. 7 A To help stress to these people the buportance of
8 Q When you say "embedded in the ¢-mail,” what do you & doing the work and to domonstraks that there was an interest
9 wean? 9 in this topic at a high level.
10 A Tdidn't just press the forward button 1 send 10 Q Was it your perception that these reserves noedod
11 Hemnz' message to these people. I preferred to just extract 11 1o be booked, had to be booked, in 20007
12 the critical sentence. 12 A Tt was my perception from the meetings and these
13 Q How soon beforc you sent this e-mail here, 13 responses that it was clearly importam,
14 September 6, 2000, was the e-mail you reccived from Mr. 14 Q Did you vicw that as pressurc from Mr. Rothermund
15 Rothermund? 15 and I gucss by extension Mr. Watts 1o make a booking o
16 A Tt would have been very shortly before that. 16 Angola? -
17 Q Quite possibly the same day? 17 A Yes.
18 A Quite possibly. 18 Q Anddid you by forwarding this on intond to convey
19 Q Just to make sure 1 understand. 19 that pressure to the people in Angola?
20 Did you cffectively block and cut and paste from 20 A Yes, 1did,
21 Mr. Rothermund's ¢-wail and drop that jnto this ¢-mail? 21 Q Did you think the pressure was in any way fmproper?
22 A Yes. That's what I preferred 10 do. 22 A No. I was used to receiving instroctions from
23 Q Did you spéxk with Mr. Rothennund aficr you 23 one's boss, and if there wese reserves that we conld possibly
24 reecived that e-mail? 24 book, then that was the professional thing to do. At this
- - 125 A 1don’t recall exactly a special meeting to discuss 25 point in time, I was not saying that we could or we cooldn't.
) } Page 30 Pape 32
1 this because, again, he was only silting a few oftices away 1 Tt was just ta stress the importance of analyzing the
2 from mc, and I spoke to him on a regular basis. But I would 2 sitaation to come up with an answer,
3 have told him that based on this sont of informarion that 3 ) Did you fecl that there was anything unusnal about
4 would be parsuing Shell Angola 1o analyze the situstion 4 pesting this Mad of instuction from M7z, Watlts?
5 carefully, and would report back on a regular basis. 5 A Not particularly. 1 didn't think this was
6 Q Did you make any change. to the quotc as it was 6 panticolarty wausual.
7 cmbedded in Mr. Rothermund's ¢-mail? 7 Q@ Wer there other occasions where you had forwarded
8 . A No. & commecnts, whether of not it was an embedded e-mail, forwayded
9 Q Now, you've also written bere, "Heinz's substantive 9 comments from the £ €0 abont the bookings of 2 particular
10 comment to me was "Hercwith Bill's roaction, we most pull 10 ficld necding to be made or being critical?
11 this off aggressively! And we need one well at least as 1 A For me, this is the only case. é
12 appraisal, whatever the purists say!” And that's what yon've |12 Q At this pojnt in time, in carly September of 2000,
13 written, 13 Angola Block 18 was rclatively immature, was it not? E
14 Is that something again that was embedded in this 14 A Yes. That's a fair statement, k
15 other c-mail? 15 Q At that point in time, how many wells bad been 9
16 A That was in the covering note, and the other part 16 drilled in Block 18, as best you can recall? %
17 was in the attachment, which was the original message from 17 A Three or four. don’t recall exacily. Q
18 Watts to Rothermund, 18 Q Were any of those wells appraisal wells, again, at O
19 Q Okay. Let me make sure, I may be understanding 19 that point in time? |
20 this a littke bit better. 20 A Ne, vot in the tve sense of the word.
21 Mr. Rothermund forwarded you an e-mail that he had 21 Q) They were all T gucss exploration wells? SCAOOOO32 00
22 received from Mr, Watts, is that correct? 122 A Yes
23 A Correct. And that's his response to reading the 23 Q Let me ask you this. But for this instraction from
A24 note. 24 M. Rothcrmund and by extension Mr. Watls, sould reserves,
" 25 Q AndinMr. Rotbermund's cover to Mr. Watls' c-mail, |25 crude rescrvos, have beea booked in Angola in 20007
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Fage 35

continuous basis on how best 10 go about this, especially to

imaginativc ways of booking those rcserves we have, I gness

—
[

1 A 1don't believe so, becanse, as 1recall, it was
2 not on the score card W do 50 2 try 1o influence 1P, because bp was the opeator of this
3 Q@ Lot me show you what we've previously marked as 3 block.
4 Exhibit 463. 4 And if I may, this uain of crmails was sparked off
5 (stc Exhibit No. 463 was 5 by Martiin Minderhood, who had atiended o conference in
6 referred to.) 6 Houston and listened 1o a talk on this mint DVA scheme and
7 A Thank you. 7 had thought it might be of relevance 1o Block 18, So he
8 Q Aand Exhibit 463 is a scries of e-mail exchanges § challenged Mahdi Hassan, "You know, what do you think?"
9 going all the way back into early February of 2000, and 9 And this came my way, but not being an cxpert in
10 concluding with an ¢-mail from Heinz Rothermund to you and |10 this field, I conldn’t comment one way or the other, so 1
11 Mr. Inglis and » Mahdi Hassan, on September 18, 2000, 11 wonld bave to seek advice and discuss whether or not it
12 Do you recognize this exchange of c-mals? 12 indecd it was a realisbe suggestion.
13 A Iecognize them. 13 And having had those discussions, my own personal
14 Q The c-mail, the onc I want to talk about furst, is 14 view was it was not going 1o be a realistic suggestion. But
15 on the first page, Mr. Rothermund's ¢-mail. 15 as I recall, Heinz Rothermund saw the original e-mail of
16 Lct me ask you first, who is Mr. Hassan? 16 Martijn, sort of grasped at the straw aud said, "What arc we
17 A Mahdi Hagsan was based in Houston, working for 17 doing about this?"
18 Shell Decp Water Scrvices and he was in charge of decp water 18 And so it created T suppose a confrontation betwoeen
19 enginecring, as I recall. So his responsibility was 19 somebody who was grasping the straw thinking this could be
20 designing the hardware that you put in the ocean. 20 the big solution,
21 Q Mr. Rothermund, in his first bullet point, 21 1 was trying to find ot the information, positive
22 references the important element for rescrve replacement in 22 or negative, whether or not it was so that I eould give an
23 e scoxe cards, do you sco that? 23 inforined answer.
24 A Yes, [ do. 24 Q In 2000, did Shell ever contemplate developing only
25 Q And be's written, "It is essentially that we should 25 ont or two parts in order 10 -~ parts of Block 18, 1 think we
Page 34 Page 36
1 comc up with imagieative ways of booking thosc reserves we I looked at Pluonio or Covalto, and leaving the rest, and oot
2 have" 2 doing the rest? Or was it always comtemplated to do tho
3 And I guess what I'm wondering is, puttiog yourself 3 full-fic)d development?
4 hack in that time what wae ceeential abont doing thie, at 4 Let me: ask a clean question. That was a bad
5 lcast with respect to Angola at that time? 5 question.
6 A Could you clarify what is cesential about doing 6 In 2000, was Shcll’s inteotion to do a full-ficld
7 what? 7 devclopment of Block 187
8 Q Okay. When you read this and yon saw Mr. 8 A As 1 recall, various scenarios were looked at. And
9 Rothermund refer to being essentially 1o come up with 9 it became apparent that we would bave 1o concentrate on what

is referred 1o as the Greater Platonio hub. And as1
mentioncd before, the original discovery Platina would not be

11 what I'm wondering is what was cssential, at Jeast as far as

12 yon saw, about coming up with imaginative ways to do this? 12 part of that. And that would have to he part for possible

13 A One of the problems with Block 18 was to come up 13 later developments and possible cooperation with Total — in
14 with a development scenario that was poing 1o make the 14 the block to the north. becausc it was much closer 1 the -

15 project economic, because although we were very successful in 15 ficld. )

16 the exploration drilling - every well we drilled was a 16 So the focus of Brand Shdl's atiention was on the

17 success - the trick was how to develop it in an economic 17 Greater Plutonio hub. And various scenarios were looked at.
18 way. 18 1t was a very dynamic situation, where we were struggling to
19 It was nol just an casy case of developing one 19 find the optimum solution.

20 accumulation. There wors several scaticied around, which 20 Q Let's go back 1o Exbibit 463 for just a minutc.

21 makes the design rather complex. So the actual development 21 ‘The last bullct point Mr. Rothermund has listed

22 concept; the cveatual development concgpt, was going to be 22 here. He's wntten - Jet's sec. "It is a great shame that
23 crucial o lhc suceess of this project. _ 23 we did pot manage to dnll appraisal wells first in Block 18.
24 So 805 being the center of excdlence for this type 24 T would not be surprised if one of the reasons for thig is
25 of work in Houston were being chalienged on a rather 25 that “ideal’ ficld development was seen as more important
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place was for that booking, that was put together o support

than early booking of valuc. 1
What did you understand him to be referning to or

that booking, was that a notional plan az you viewed it?

talking about bere? A Towould bave been because it was not the fnal
A linterpret this 10 mean that the: focus of Shell

Angola's cfforts have been to make as many ofl discoveries as

possible to see what there was in the block, prior to coming

to a landing on which — or how to develop it. But when the

scheme.
Q Would you call it a "dumuny” schewac?
A Iwould not personally use that term.
Q Do you think the terms are interchangeable, at

o B T W R T Y

least as you understand Mr. Minderhood here?
A Mr. Minderhood is a Dutchman, and his use of

focus wrned on reserves, it might have been to aid an carly

2= R R O ]

9 development, it might have been prudent at the time to drill

10 an out-siep well to one of the discoveries. That's how | 1) English is not always 100 percent. T would not have used

11 interpreted it at this time. 11 that term personally.

12 Q He closes bis c-mail by, "Pleasc be guided 12 Q Did you, aftor you reccived this c-mail, and,

13 accordingly.” : I3 again, in the context of other ¢-mails you reccived from Mr.
14 What guidance did you takc from this e-wail? 14 Rothermund, did you view it as your marching orders and 1
15 A The philosophy at the time was to work topether 15 guecss as Angola’s and cven sns's marching orders to find a
16 with Shell Angola and the various specinlists in the fickds 16 national plap that would support a booking of roserves that
17 to get an informed picce of work, but it was going to address 17 you found?

18 the reserves issuc. 18 A Tinterpreted it as just anotber cxpression of Mr,

19 At that time, 1 felt the debate about the 19 Rothermund's inicrest in pursuing this project. He was quite
20 developent schemes was a bit of a red berring. 1 preforred 20 pronc to making thesc sorts of challenges on a regnlar basis.

21 1o work together with Shell Docp Water and Shell Angola 1o 21 And sometiines they would be positive and other times he would
22 answer the basic question that had been raised sparked off by 22 possibly not agree and you'd have to take the time to

23 the ¢-mail from Phil Wans, 23 respond. This was not an unusual response from Mr.

24 Q If you'll look at the ncxt page, which is the e- 24 Rothermund.

25 mail from Martijn Mindethood that Mr. Rothermpnd appears to |25 Q AndIgucss -~ I'Nl ask my question a littlc bit

) Pago 38 CONFIDENTIAL Page 40

1 be yesponding 1o when e says, "with which he fully agyees " 1 differently.
2 And there's sonxrhing i here that | wanted o ask 2 We've ot Mr. Minderhood's ¢-mail rulcming to a
3 yon if it made scnse to you, If you look towards the bottom, 3 smaller scheme, and he used the orm "dpmmy® scheme. And he
4 there's = parapraph that roads, "However, nobody said you 4 even supgesied you don't necessarily have to cxecute that
5 actually had to execute that scheme,” do you sce that 5 scheme. And you have Mr. Rothermusd agrecing with that in
6 parapraph? 6 his c-mail sitting next 10 you. We have his carlier
7 A ldo. 7 communication with you,
8 Q Atthie ead, it says, "The existence of such smaller 8 Was it your understanding from this exchange that
9 “dummy’ schcme would probably not allow you to book more than 9 you and the people in Angola and Shell Deep Water Services
10 seserves you can actually produce with it, but it would be a 10 were 1o find some way of booking rescaves in Angola? That
11 stast.® 11 was your charge. ’
12 Lot me ask you, what do yon undcrstand him to be 12 A Yes.
13 referring 1o with this "smalfer dummy scheme*? i3 Q Let me show you —~ ket’s go through ont wmore and
14 A Ldon't recall the discussion of this, but my 14 we'll take a short break.
15 interpretation is the word "durnmy” you can substirute with 15 1 show you what I've marked as Exhibit 464. SC A00003 202
16 "nofional” Meaning one of several different schemes whicl 16 {src Exhibit No. 464 was
17 were being looked at the time, both large and small. 17 sefcrred ta))
18 Q Was thix a "notional™ a plan that you don't 18 Q@ And this e-mail is — Exhibit 464 is very similar
19 meocssarily intend 1o follow but it's sorncthing at fcast in 19 1o what we just reviewed, except that it has what appears to
20 notion could be dope? 20 be a further exchange by M. Inglis apd Mr. Rothermund more
21 A That's comect. 21 or less in response 1o Mr. Rothermund s comments that we Just
22 Q There were vitimately rescrves booked for Block 18, 22 looked at. And you'rc shown as x recipicnt of Mr. Inglis'
. 23 correct? Some volume. 23 comments as well as Mr_ Rotbermind’ s response.
4 A 1 believe so, yes. 24 Did you discuss any response 1o My. Rothermound's e-
125 Q The plan or the development plan that was putin 25 mail, such as looked at in Exhibit 463, with M. Inglis?

Page 37 - Page 40
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25 A Tdon't recall a specific example of him telling me

Page 42

Page 41

A T beheve 1 did, yes

) 1mecan what -~ as best you can tell, or the best
that you recall, did you and he discuss?

A May 1 read this first?

Q Plcase. Do you recall what you and Mr. Inghs
discussed?

A I believe 1 had a conversation with Rob alerting
him to the fact that Heinz had challenged on this e-mail

string. And I think, as ¥ was not an expert in this ficld,

Rob was far better qualificd to provide bim an answer than |
was. If T would have answered, I'd have just basically
repcated Rob's words. So Rob basically replied on our
behalf.

(@ Did Mr. Inglis seem unhappy or upset about Mr.
Rothermund's e-mail?

A Not unduly. ) don't recall. As 1 said, Heinz
Rothermund was prone to sending ¢-mails Iike that where he
sometimes acted in a school-masterly way and, you know,
sometimes not fully informed, but that was his style. So}
asked Rob, "Let's try to satisfy him once and for all, you
know, we're doing the right thing to tackle the problem.”

Q Did Mr. Inglis ever express to you whether before
he sent this e-mail or at any time in 2000 that he dida't
think reserves shonld be booked in Block 18?7
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A Tthink I would have mterpreted it that way, yes,
() Was there a neexl, at least as you saw it, to book
reserves in Angola to justify the continued expenditure in
Angola? And specifically Block 1§, T sbould say.
A 1see there's o Enkage, but at the time 1 don’t
recal] that that was the overriding reason 1o do it But |
clearly was of the opinion at the time that it would be
helpful.
Q What was the overniding reason to do it?
A To book the reserves?
Q Yes.
A To satisfy the sequest we had received.
Q Looking again at the exhibit, did you voderstand
what Mr. Rothermund meant by "stparating actual devclopment
solutions for optimized ficld developraent from work we do for

A What 1 felt at the time I dou’t recall, but reading
it again now, 1 would interpret that to mnean that, you know,
we shonld focns on finding a solution which would enable us
tg book reserves, rather than wait until more infarmation is
available W come with an optinnun solution for the whole
area.

@ Can yuu think of any other ficlds you've been
involved with where you or the asscls wert csseatially

instructed to come np with -— and I'll nsc some of Mr.

that but the reserves were the subject of debate on a
continuous basis.

@ Did be ever tell you in so many words that he
didn't think that it was right to book resorves of Block 18
in 20007

A He may have expressed that opinion, but I can’t
recall precisely the occasion.

Q And just to be clear, you recall that he expressed
that vicw to you -

A 1 said that he may have done, but 1 don't recall.

Q Okay. I just wanted to be clear.

A couple of things that T wanted to ask you about
that pertain to Mr. Rothermund's response to Mr. Inglis’
comment.

1 you'd look on the second page of the exhibit
pleasc. The very end of the sécond page, Mr. Rothermund has
written, "I'm not talking about gain change or worked-out
solutions, but about a solution that's sufficiently worked
out and the very unlikely extreme implementable. We need to
separate actual development solutions for optimized [icld
development from work we do for carly value creation only."

} want to ask you first, the concept of "early
value creation.” ’

Did you mterpret that to refer to the booking of
reserves in Block 187

e W B W e
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Rothetmund's words "sufficiently worked-out and wnlikely 10
be implementable - very unlikely to be an implementable
solution, solely to book rescrves.”

A No.

@ Did anything sbout that strike you as an odd
request or out of the ordinary?

A I don't have sufficient experience ag an explorer
in production matters, but I interpreted it as just him
trying 1o stimulate the debate from his point of view on
finding a solution.

Q 1 guess in the context of what we've scon, that was
expressed al least to you for 3 booking, did what bhe's
written thore make scase in the context of the reasons given
for needing a booking at all?

A 1interpreted it at the time as basically Heinz
expressing his personal opinions. 1had basically, together
with Shell Angola, Shell Decp Water, had embarked upon a
process, you know, where we would hope to find a solution,
and sometimes these are not too helpful and sometimes they're

not
MR_PEAVLER: Let go off the record and take a
short break.

CONFIDENTIAL

{A brief recess was aken.)
MR, PEAVLER: On the record.
BY MR. PEAVLER: l
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1 QQ Okay. Mr. Parry, I want to jump forward in time a 1 discusscd?
2 hitile fromn where we were talking, and show you what I've 2 A I'wounld have been seeking update on what they were
3 previously marked as Exhibit 476. And this consists of some 3 doing, on the progress.
4 e-mail exchanges. You'rc shown as a sender of one of the ¢ 4 Q At that point, had Sheil Deep Water Scrvices come
5 mails hcre, November 13, 2000, 5 up with a solution for boeking reserves in Block 187
6 Aod there's an atlachment, a fairly lengthy 6 A Not to my recollection.
7 attachment, entitled " Angola Block 18 Development Project, 7 At that point, did any of the members of the Sbs
8 Shcll management of BF oporations, the valuc assurance revicw | 8 team working on the issue express that they didn't think
92" 9 reserves should be booked at Block 187
10 (sEc Exhibit No. 476 was 10 A Idon’t recall specifically such a statement, but
11 referred to)) 11 there was concerp that it was an uphill struggle.
12 Q Now, I'm poing to you first, do you recognize this 12 Q Who from sps did you consult with in New Orlcans
13 ¢-mail and the attachment? 13 about Block 187
14 A Yeab, I recognize the document. 14 A Iwould have spoken to Barry Knight, Rich Sears. 1
15 Q The attachment itself, is that the report on - the 15 can't remember if lan Hines was there. If he was, 1 would
16 vArzReport on Block 18, at lcast at that stage? 16 have spoken to him.
17 A Ibelicve it is, yes. 17 Q Anyone clse come to mind?
I8 Q If you'd go to the first page of the exhibit, your 18 A Maithias Bichel
19 e-mail 10 Remco Aalbers, Novernber 13, 2000, 19 Q Were all of these — anyone else?
20 Who is Mr. Aalbers at that point? 20 A Ican'tremember. There may have - Dack Newberry
21 A Mi. Remco Aalbers was the resarves cootdinator for 21 may have been there. ] can't remember precisely. But as |
22 Shell £P in the Hague, His role was to compile the reserves 22 recall, the person I would have sought out would have been
23 reporting from all the operating companics to present to EF 23 Bamry Knight, becanse he was the one that was most involved.
24 management. 24 Q On the Block 18 issuc?
25 Q In your ¢-mail, you ask to 1 gucss meet with Mr. 25 A Yes.
Page 46 Pagc 48
1 Aalbers, is that correct? 1 Q Did these sps people, whoever preciscly yon met '
2 A Yes, he was sitting downstairs, 2 with, make any kind of presentation to you or show you sny
3 Q Was the purposc of that mesting to discuss tho 3 kind of documontation?
4 resuiis of ihe VAR 2 in Biock 187 4 A Mot on thiis oceasion.
5 A 1believe after the VAR 2,1 wanted to share the 5 ) Was this a fairly infornal discussion you bad?
6 information with him as part of the ongoing dialogue on the 6 A Yes, it would bave been over lunch or coffee or
7T Angola reserves issue. 7 somcthing.
8 Q You rcfer in your e-mail to a "mecting with sps New 8 Q Did you moct with Mr. Aalbers, as you're
9 Orleans/Wednesday.” Which I goess, if we work backwards, 9 reforencing in this ¢-mail?
10 would be around November 8, 2000. 10 A Onthat occasion? CONFIDENTIAL
11 A Ub-huoh, 11 Q Yes.
12 Q@ Did you atiend that mecting? 12 A I can't remember whether he was there or not.
i3 A 1did. It was on the occasion of a Shell Decp 13 Q Oh, I'm sory. Let me be more clear.
14 Water conference, which was held in New Orleans, and it was 14 You refer here that when you're back in the office,
15 attended by staff, local staff, that were involved in any 15 and you're talking about Mr. Aalbers, who would like to
16 deep water vennre, including Angola. And it was an 16 discnss the Angola reserves situation with yon.
17 opportunity 1o meet with Shell people, the staff, on the silc 17 Did you have that meeting with Mr. Aalbers
18 of the conference. 18 subscqucntly?
19 So it wasn't a dedicated mecting for Anpgola. It 19 A P'msurc I did, yes.
20 was just an informal discussion outside the conference. 20 Q What did you pass on to Mr. Aalbers in that
21 Q Was Block 18 discussed with the Shell Decp Water 21 discussion? :
22 people at that -- I guess outside-of-the-conference 22 A The contents of the VAR exercise. hY A00003 204
23 discassion? 23 Q Did M1. Aalbers bave any reaction?
24 A That would have been me, the conversation, yes, 24 A Oh, ¥ can't remember precisely, bt Remceo was, as
25 Q And what specifically about Block 18 that was 25 the gatekeeper for reserves, was always challenging and

Page 45 - Page 48
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Page 49 Page 51
I that's why I wanted his cxpertise in the debate, He was an 1 main discoveries that we had st the time, with the excepion
2 umportant cloment in this debate. 2 of Platina, which we both recognized was, you know, a
3 And as I 'say, it was an ongoing debate as new 3 separate entity.
4 information became available, both from Angola and from 4 But I think Shell was trying to pursue, not only
5 Houston. And at this time, I believe there was variance in § with pr, but also independently alternative scenarios to wy
6 opinion where to me it became more and more important to 6 to fast track the whole thing.
7 involve the key playcrs. 7 Q@ Dut at least a5 VAR 2 pertained to a Fuller ficld,
8 Q) Axnd you've written fwrther to Mr. Aalbers. "At the 8 leaving aside the Platina, a fuller-field development plan
9 outcome of our - being reporied to Heioz tomorrow " 9 and not simply a sweet spot or small development plan, js
10 Did you have a presentation of that to Mr, 10 that accurate?
11 Rotbermund? 11 A As I remember, it was a VAR of BP's work to date,
12 A Tattended the presentation.  The presentation was 12 and as I recall, Be had been addressing all discoveries 1o
13 given by Brad Kerr. 13 date. So whether you want to call that "full field plan”
14 Q That's K-c-rr. Brad Korr. 14 with an additional well, what is constreed a5 a ficld may
15 What was Mr, Rothermund's reaction to the 15 bhave expanded.
16 presentation, if you can gencralize? 16 But it was clearly an attempt by Shell to pin sr
17 A Idon't ramember preciscly, but -- T don't remembxer 17 down to what we wanted as a faster-track plan,
18 precisely. 18 Q Why wasn't the VAR 2 failore ~ why dido't that end
1% Q The dovelopment plan that was the subject of the 19 the discussion of making the booking in Block 18 for 20007
20 BAR 2, was that I gness a Tull-ficld type plan, full-field 20 A Do T interpret you 1o mean that we should bave
21 development plan? And fecl free to review the VAR itself or 2} said, "Okay. Based on the work bphas done, we can't make a
22 VAR roport itself. 22 booking"?
23 A Could I ask you lo repcat the question? 23 ©Q Wecll, what I'm wondering is why wasn't that the
24 Q Swe. What was Mr. Rothermund's reaction tn the 24 casc?
25 VAk2? 25 A Because we folt that with the ime and resources
Page 50 Page 52
1 A Thbelicve I said that I don't recall his precise 1 that both Br and Shell conld put into it, we could still
2 reaction W that. He supporied the process but T don't 2 salvage something and have a plan that would justify booking
3 recall whether be expressed strong disappointient or — 1 3 some reserves.
4 dentrecell 4 Q Did e gver propose 2 dovelopment plan that only
5 ) You've wrtten in your ¢-mail 10 Mr. Aalbers, "That 5 would develop onc or two of the discoverics and keave the
6 as we expected pr failed.™ 6 rest?
7 And 1 guess the cnd result of the VAR 2 was that 7 A Not that [ recall, CONF IDENTIAL
3 the development project suggested was it failed the criteria 8 Q Was pe the operator?
9 of VAR 2,is that accuratc? 9 A BPwas the opcratbr.
10 A Tthink that is -- that is accurate. BP was not 10 Q If you will look down to skide number 15, apd it's
11 progressing as far as Shell wanted. So Shell was putting a 11 entitled "Rescrve bookings.” And there's a reference in 1
12 lot of pressure on Br. Rob Inglis speat a ot of his time 12 gucss the third bullet point o "Focus on swect spot approach
13 interacting with Br and at a certain point he was spending 13 which shows promisc and partiality "
14 time in their offices in London. 14 Was thare a discussion of this at the presentation
15 Bui we basically wantesd to have this VAR, maybe 15 of Mr. Hines? Was there claboration, T should say, on what's
16 knowing that they weren't quite ready for it, but 1o Wdentify 16 writtco bere?
17 shortcomings, so that we could try 1o fix them as soon as 17 A 1don't recall whether we claborated on that
18 possible. 18 particular point.
19 But afier this point in time, you know, they were 19 Q@ The last bullct point reads, "Caution nceds to be
20 clearly behind schedule, the schedule that we were trying to 20 taken to not damage the longer-term project objectives and
21 mmposc on them. 21 schedule by the pursuit of the rescrves booking in 2000.”
22 Q And Ithink I do remember the question that 1 had 22 Was 1bere any elaboration on that point and what
23 asked you, and that was, was this VAR — the development plan |23 that meant? - -
24 that was submitted for this vak 2, a full-ficld plan? 24 A Fdon't recall.
25 A As far as | ramember, it was a plan 1o address the 25 Q Did Mr. Rothcrmund bave any reactions to this
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1 particular slide? 1 Q Onc of the things Mr. Van Nucs has written says,
2 A I really don't recall. 2 "1t seems difficult 1o book reserves at all.” §
3 MR. PEAVLER: Let me show you what 1'in marking as 3 Did you — well, first, did you talk to Mr. Van
4 Exhibit 492. And Hxhibit 492 are ¢-mail exchanges right 4 Nucs about his reason for writing that?
5 around this md-November of 2000 time frame, mvolving you 5 A Tdon't recall discussing that particular point
6 and a number of people, including Hans Van Nues. And the 6 with him, but it's clearly a reference to the fact that there
7 subject is "Angola rescrves lates! estimate, third-guarter 7 s a lively debate going on at this point in time.
8 2000" 8 Q The response you sent back 1o Mr. Van Nues, you've
9 (sEC: Exhibit No. 492 was marked 9 writton, "This has been mentioncd” and you're referring o
10 for wentification.) 10 the latest figures coming ont of sps, that tbcy rc bower than
11 BY MR FEAVLEK: 11 the 293 million-barrel cstimate.
12 Q And this was a document that was produced to the 12 A Yeabh.
13 Commission ja elcctronic form, and the only idontifior we 13 Q "This has boen rentioncd to Heinz Rothermund, He
14 have is the pumber 101403357, 14 is still firmly of the opinion that reserves should be
15 Do you recognize this exchange of e-mails? 15 booked.”
16 A Ido, yes. 16 Let me ask you first, what was mentioned 10 Heinz
17 Q Now, who is Mr. Van Nues? 17 Rothermund?
18 A That's a great guestion, Tdon't recall. 'm 18 A I'would bave alerterd - I mean Heinz didn't ke
19 struggling 10 remember who he was. I'm assuming he was 19 surprises. The excentive commitice didn't like SUrprises.
20 working with Remco. 20 So if bad news — if you were aware that bad news was coming,
21 Q It may help if you look - he docs have a BFF. 21 it was beticr W flag it early rather than lates.
22 A That's the finance group, but that doesn’t belp me 22 So if there was a possibility that the pumber that
23 1 don't retnember him. 23 was in Heinz' mind was going to change, then I felt it
24 Q Okay. Now, the ¢-mail from Mr. Van Nues to you 24 prudent that he should know as soon as possible. So 1 wonld
25 dated November 14, 2000, and then your e-mail back to himn, 25 bave clearly -~ I would have alerted him 1o that fact, and )
Page 54 Pape 56
1 scems 10 follow your c-mail 10 Mr. Aalbers that we Just 1 warned him that, you know, the work is ongoing, and at a
2 Jooked at a moment apo. 2 certain point he would be told in more formal terms.
3 A Yeah, 3 Q Did you also alert Mr, Rothermund that there werg
4 Q And onc of the things that | wanted to point ont ie 4 at least some expressing the view that it may be difficult to
5 Mr. Van Nues makes the comment in his e-mail 1o you, "With | 5 book any reserves?
6 roference to page 15 of the vag seport, it seems that booking 6 A Ldon't recall using those words, but I would have
7 the reserves for Angola may well be a stretch.” 7 cxpressed the view that the figure is Likely 10 be reduced.
3 And if you recall, that's the page that says 8 Idon't recall if T acmally said down to zero,
9 "Reserves™ that we just looked at. 9 Q Did you give Mr. Rothermund a range?
10 A Yes. 10 A Ircally don't recall,
11 Q Did you I gucss talk with anyonc abont what Mr, Van 11 Q Regardless of what you may have told him, his
12 Nues has writlen here about — right here about booking 12 responsc was that reserves should still be booked, is that
I3 rescrves in Apgola? 13 correct?
i4 A As 1 mentioned before, this was a debate that was 14 A Yeah He was very keen that rescrves should be
15 ongoing on an almost daily basis and all partics were fully 15 booked.
16 in the loop. Remico Aalbers, mysclf, Shell Angola, Grigore 16 Q Was he roferring 1o reserves in the magnitude of
17 Sinon and Rob Inglis and sps. ¥7 300 million barrels or was it more in the pature of "Whatever
18 And as ] think you detect, there is a growing 18 figure it is, we need to book a Figure”?
19 concern about the reserves, bocause they're approaching the 19 A 1 believe the latler to be the case.
20 cnd-of-year deadline when Remnco has 1o set the number. So 20 Q Did he say that?
21 it's becoming more and more important to reach a landing oo 21 A Idon'trecall this. Isee what his words were,
22 this that all parties can accept. .122 but Heinz is a person that if you presented him with a
23 So it"s crucial — I felt it was crucial that all 23 properlyargued case, he would aceept it. But clearly he
24 partics should continue 10 openly debate this issuc to 24 woukl have been disappoinied if be'd been told 300 and then
25 resolve any differences of opinion that worg arising. 25 suddenly you come with a much lower number. [ mean that
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1 would have been a normal human reaction.

2 (Q Did anyonc from sis suggest that the proper thing

1 to do, the right outcome, was not to book any reserves? And
4 I'm talking in the end of 2000, very carly 2001 tinc frame.
5 A 1really don't recall. That opinion may have been

& expressed but T don't recall any mdividual specifically

7 twiing me that.

8 @ What about anyone from cither the Block 18 asset or
9 Angola?

10 A The same answer, 1 don't recslt any ndividuoal

Pape 57
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Page 59
THE WITNESS: All right. I'm just trying to find
out where it beging. Yeah, I remember the c:'xchangc, as o1
of many, but -
OY MR. PEAVLER:
()} And it may help -- I was just looking through this
a little more, apain, like I said, this seems to be Mr.
Rothermuond is sending several exchaopes to Mr. Watts.,
A Uh-huh
() If you look down to the last three pages of this
cxhibit, the page that says 1 of 3 and it has your e-mail

~ Page 60

CONFIDENTIAL

11 expressing that view. . I from you to Mr. Rothcrmund, November 23, 2000 sent 2100
12 (Q You wrotc in the first sentence of your c-mail 10 12 hours. And this looks Jike your dircct response to what Mr.
13 Mr. Van Nues, "As you know, booking a reserve in Apgola is a |13 Rothcrmund has sent.
14 scnsitive issue.” 14 Is that accurate?
15 ‘What made it 2 sensitive issuc? 15 A Yes.
16 A That is meant to imply that it is an issuc which is 16 Q Did you bave any discussion with Mr. Rotbermund
17 under close scrutiny. And clearly it's an issue that we 17 about bis e-mail outside of this ¢-mail communication?
I8 haven't reached a landing on. Thers was a variance of 18 A About which one in particular?
19 opiniﬁn, but at the end of the day, there was strong pressure 19 Q Specifically his e-mail where be sayg, " am
20 that there should be a nombes, 20 obvionsly disappointed by the attached information.”
21 Q Strong pressme from where? 21 A Yes. Okay.
22 A On high, 22 Q Did you and be have a wlcphooc conversation or
23 Q Specifically who? 23 face-to-face meeting to discuss his disappointment, apart
24 A Directly from Heinz Rothermund but indirectly from 24 from what we'se scoing in these c-mail exchanges?
25 Phil Watts, because Heinz. Rothermmund was basically catrying 25 A It's possible. Idon’t recall precisely because,
Page 58

1 out the instructions of Phil Watts, 1 again, we spoke on a daily basis, and I don't xecall a

2 Q How do you know that? 2 specific discussion about that particular ¢-mail,

3 A From the e-mail exchange that we've seen. 3 But, apain, I think he's - you see a pattern in

4 Q Did Mr. Roibciouid say 0 you — ouiside of thai e- 4 il way that Rottwrowind writcs o-mails. That be picks on just

5 mail -- that Mr. Watts was somchow pressuring or putting any | 5 onc picce and then sends a very confrontational message. ™1

6 kind of pressorc on this issue? 6 am disappointed” which then requires you to respond. He's

7 A Not that I recall. 7 waiting for you 10 respoud.

8 Q I show you what we've previously marked as Exhibil 8 1 was not of the habit of knec-jerk reacting and

9 468. And Exhibit 468 is rcally a number of c-mail exchanges 9 poing back and trying to answer it immediately. 1 prefer to
10 it seems that Mr. Rotbermund was forwarding to M. Walts in {10 try 10 get to the bottom of it, and came back with a far more
11 the laticr part of November 2000. 11 - considerod approach, because quite often the topic be may
12 (sec: Exhibit Nao. 468 was 12 have expressed disappointment with, not necessarily this ooe,
13 referred to.) 13 but may be outside one's field of expertise, so you peed to
i4 Q Aaund if you will flip down 10 the third page of this 14 involve other people.
15 exhibit, you will see an ¢-mail from Mr. Rothermund to you 15 * And in this particular case, | remember discussing
16 dated Novermber 23, 2000, where be appears o be cxprossing |16 this again with Rob Inglis bocausc it was a reservoir

117 some disappointmcent over what be is hearing about booking of {17 engineering inaticr and Rob is a petroleum engineer, I'm not.

18 rcscrves in Angola, 18 So Rob and I discussed how to respond to Heinz, and this e~
19 Let me ask yon, do you remember recciving this - 19 mmaijl, afthough it’s my signature, bas a lot of input rom Rob
20 mail from Mr. Rethermund? 20 in 1t as well.
21 MR, SMITH: It Jooks like it might help him if you 21 And, again, we found it quits tiresome tat Heinz
22 can kind of show him where cach c-mail begins and ends. 22 Rothermund would make these sort of cutting remarks without
3 MR. PEAVLER: Surc, 23 what would appear W be much thought.
24 MR SMITH: And it may help you to look at the top 24 Q You had isted in your ¢-mail responsc, "Koy steps
25 of the right hand of each page, 1 of 4,2 of 4. 25 leading to reduce bookable reserves” and you've got six itcmns
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there.
Do you scc that?

A Yes.

() There looks like — aud I'm kind of generalizing
here, but reading this, it appears that additional work was
done and more information was pathered, the volume dechined.

Is that a fair snommary of what you'sc woting here?

A [ think that's a fair asscssment. As the weeks
wer passing, more and more work was being done, and more and
more concern was being expressed from different partics as
the deadling was approaching 10 put a number 1o it.

And clearly it was important in my vicw that all
expertise was brought to bear on this problem, so that
whatever was reported uliimately would be supported by the
various partics,

Q I we go 1o the very fixst page, as T mentioned, it
looks like Mr. Rotharmund forwieded on all of this exchange
to Mr. Watts,

D)id you ever hear of or learn of any responsc from

Mr. Watis to this?

Wn da L MY

Page 63
expertise to discuss this subject in the run-up to the date
on which we have to make a report.
Q Did Mr_ Aalbers atiend this mecting?
A Hedud
() What about Anton Barcntrek?
A He was there too.

Q

or function as it related to reserves?

What was your understanding of Mr. Barentrek's role

A He was an anditor. Ilis role was to cast a critical
cye on the reporting of reserves from various -+ 1o present
a neotral view.

Q Was he involved, from your perspective, very
heavily in the process by which reserves were booked in Block
18 in 20007

A To my recellection, no. I had not had contact with
him up until that moment.

Q Again though, from your perspective, did he seemed
as involved as, say, Romeo Aalbers in the process by which
reserves nltimately were booked in 2000 in Block 187

A Remeo Aalbers had been involved on a day-to-day

A T'mnot aware how much information Heinz did or did 21 basis. 1had songht his input over a perind of time. |
not forward to Mr. Watts. But I can iinagine that in the same 22 can't recall who actually asked Aston to join. But when [
way that I responded 1o Mr, Rothermund, he would feel obliged 23 found out he was going 10 be mvolved, I was happy to have
1o warn Mr. Watts if there were problems on the horizon, But 24 him there as an additional check. view, that would add more
I was certainly not party 1o any discussions involving Mr. 25 credibility to the rosults of the exercise.

Pape 62 Page 64

Watts. And Mr. Rothermund would sclectively send me messages 1 Q In these meetings, or this mweeting in Houston, did
that Phil bad written, including the one that you showed me 2 Mr. Barentrck play -- again, from your perspective -- play an
carlier. 3 advocate rols, in other words coming up with a solution

@ And then I gucss my question is, did yon get 4 function as opposed 1o perhaps looking at a solution that was
anything like that following this exchange? 5 presontad and sayiog, you know, yes or not, somcthing hike

A Notto my recollection. 6 that?

Q 1 show you what we' ve proviously marked as Exhibit 7 A As I recall, he was very — clearly he was in
477. And this js an c-mail exchange involving you, Mr. 8 command of what was possible and what was not. And he was
Hipcs, a numbcr of people from sns, as well as Mr. Inglis and 9 pushing back on many of the suggestions that — Iimean the
Mr. Simon. This is from carly December 2000, 10 purpose of the mecting was to really sec what could or could

{sEc Exhibit No_ 477 was 11 not be done within the guidelines that the experis wae
rcferred t0.) 12 laying forth. And I recall that Anton was quite stubborn in

Do you recognize this exchange? 13 his vicws, becanse we were challenging them on what was

A ldo, 14 possible,

Q Inyour ¢-ma3l to Mr. Hincs on December 7, 2000, on 15 " I parsonally, and 1 don’t think the people in Shell
the first page here, you refer 10 a December 12 mecting in 16 Angola had a deep knowledge of the regnlations, Were being
Houston_ 17 exposed to it for the first time, moany of us.  So we weare

Did you aticod that meetiog? 18 questioning ourselves what is possible and what is not

A ldid 19 possible.

Q How long was that meeting? 20 Q Did Mr. Barentrek proposc solutions to support a

A One or two days. 21 booking?

Q Was the moctiné devoted specifically to the Angola 22 A 1 don't recall him doing that, but he would have
booking? 23 said that is acceptable or is not acceptable. .

A Yes. This is a mecting that ] initiated basically 24 Q To be clear, at this time you understood that be
to bring together all the interested partics with all the 25 was a reserves auditor, is that comot?
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A Yes, yes. For ep.

Q Was there anything about his involvemeat in this
particular mecting that you observed that seemed inconsistent
with him Funclioning as an anditor?

A No. Tcan't say that 1 did. “This is the first
exposure I had had with such # process. So I didn't have a
benchimark.

Q Was there any development plau or proposal that
came out of this meeting? In other words, when yon left - - 1
take 1t you left Houston aficr the meeting, is that right?

A Yes.

Q At the time you left Houston, was there a proposal
1 place or something more firm that had been agrecd upon?

A 1 can remember, we came 10 a landing on a number
which was in the order of 70 million barrels, which is, of
course, far less than the original number. But I don't
recall exactly whether there was a finm landing on any
particular development scenario. It was still ongoing work.

Q Going into this mecting, T gness was the goal to
find whether any reserves could be booked, or would it be
mor: aceurate to say that was to find ont how much -- how can
we come up with some booking?

A On entering that meeting, 1 personally was keen
that we could agrce apon a number to be booked. And if the
expertise in the room supporied that, T would be happy.
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Page 67
m the industry.

And tbe exploration people in Shell Decp Water also
had alerted us to there being high prospectivity in the ultra
deep water here, so these were the building blocks of a
potential future business in Angola,

The cornerstone of all this had 10 be success in
Block 18. So if we couldn't undetpin the business with a
developoient in Block 18, the rest may fall away.

In addition w that, exiting Block 18 would have
been very detrimental o Shell's aspirations — future
aspirations in Angola. It would have sent a very negative
signal to the povernment about Shell's ambitions there, at a
puriod when industry in pencral was bunpry for ventures in
Angola.

o it would compromise our position in gelting
future licenses. So it was clearly very important, you know,
10 demonstrale that we have a going venture in Block 18,

Q Couldn't that have been demonstrated in the
following yoar?

A Tagree with your statement, but we were under
pressure 1o produce a result in 2000,

Q AndIgucss what I'm tryivg 1o ged at is, T thiok 1
undexstand what you doscribed, but it scems 10 mc that the
only thing that's dircctly ticd to 2000 is some rescrves

issue.
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Beeause clearly we, and in particularly mysclf, were under
pressure: that we should make a booking. This is a recurring
thing,

Q From your perspective, was an acceptable ontcome to
this mecting that zero roscrves be booked for Angola Block
187 ’

A T would have been very disappointed if that was the
outcome,

Q Was thal an aceeptable owtcome from your
perspective based on your e-mail that we've looked at, that
you're getting from Heinz Rothermund?

A Possibly not. ¥ was very keen that that was not
the answer at the end of the day.

Q If you lovk at the last page of Exhibit 477, you
have writlen -~ and this is in the last paragraph — it is
right ip the middle of this paragraph, You've writicn, "As
you realize, booking reserves this year is psychologically
very important for the “health” of Angola in the cycs of top
management.™

What did you ;nean by "psychologically very
importaat”?

A For Angola, we had a business strategy for Rlock
18, it was only onc standard of that strategy. We were
involved atf the same time in preparing a bid for another
block which was adjacent to Block 18 and highly sought after

Page 68

Is thal fair to say, that that was the driver, that
the rescrves replacement issue was the driver from where you
W sceing things?

A 1 we had not bookad reserves in Block 18 in 2000,

1 don’t think that would have jeopardized the Block 18
venture,

Is that what yon're getting at?

Q Well, that is the question. Is that true?

A Twas clearly important to book reserves in 2000,
There had been a clear interest from Ertop management to do
that. But if we hadn't have done it, for whatever reason, if
the experts bad said, "Look, we just cannot do it T don't
think that woukl have jeopardized futare investment in Block
18.

Because at that time, finding reserves or
exploration success was difficult, and would you walk away
from the: promise of proven reserves, whether it's 2000 or
2001. You're not going to walk away from that, because from
a echnical perspective, Block 18 looked very, very good.
And we bad many - I had many unsolicited approaches from
industry, "H Shcll wanted 1o walk, give mc a call ™

So 1 think top manageanent would not have sanctioned
walking away based on the technical case. But clearly there
was a nced, bocause of the shortfell in Nigeria, to plug that
hole. And Angola, because of its attractiveness, soemed a
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b elear candidate, far clearer than the other candidate, which 1 because hus was the seminal Oment.

2 was Brazil, which was not quite: of the same maturity 2 T'was very keen that whiatever went to Rotheymund

3 Q And I think what I'm trying to do is strip away the 3 bad been reviewed and scen by all partics at that meeting,

4 other reasons that might be for making the booking, 10 4 and in particular Remco and Anton, becanse they were the

5 demonstrate a commitment to Angola or to sct the cornerstone | 5 experts whose opinion we had 10 1all back on. So | was very

6 for these other developments that may happen in the future. 6 keen that the note bad been 1eviewed by all these people so

7 If I'm understanding you corroctly, if no reserves 7 that it was a consensus view that we were sending to Heine.

8 bookings wore made, those things would still be possible. 1 8 Q Did you make further edits yoursclf 10 the notc

9 mean it wouldn't have damaged those intcrests, ig that 9 afier you'd received it?

10 correct? n A Nat that T recall. As a ot of the notes mvolved

1} A Tdon't believe 50. 1 can't speak on behalf of - 11 materials that were not my particular expertise, I just used

12 you know, I don't know what's in the minds of Watts and 12 the input of the experts, 1 might have made minor

13 Rothamuad, but I don't beliove that becanse we couldn’t book 13 wordsmithing things, nothing substantial.

14 reserves in 2000, they would have altered their technical 14 Q Did Mr. Rothcrmund know that - again, before this
15 judgment of the prospectivity of Angolo at that time. I5 notc was sent to him — that thare had been this meeting in
16 Q From your perspective then, is the only reason for 16 Houston?

17 this sense of nrgency to make a booking in 2000, which is 17 A Yes, be did.

18 what yoor c-mail says, "Booking reserves this Year,” becanse 18 Q Did you give him any kind of verbal sumimary of the
19 it bad 10 do with the reserves replacement issue that you 19 moeting before the notc was sent?
20 identificd earlier ag it pertains, for instance, 10 SEDC or 20 A Idon't recall exactly, but I'm sure 1 must have --
21 Nigeaia not mecting its figures? 21 I'must have mentioned it 1o him,

22 A That is a fair statement. 22 Q Let me show you what we've previously marked as
23 Q In your c-mail, "the cyes of lop manapciment,” who 23 Exhbibit 479. And this appcars 1o be essentially the same
24 arc you referring to7 24" document but without the comments being shown. And Mr.
25 A The excom led by Watts, 25 Ioglis has written you ot December 19, 2000, "Gordon, herc's
‘ Page 70 Page 72

1 Q And from where did yon get that perspoctive or I' the version with consolidaied comments from Anton, Remco and
2 information that was important in their eyes? 2 myself. 1 suggest we po with this.”

3 A It all focuses back on that message that - it all 3 (SEC Exhibit No. 479 was

4 goes back o the message that Rob had shared with me. That 4 sefeired o)

5 was the catalyst, 5 Q And I'm wondesing, did you forward on this version

6 Q Let me show you what we've previously marked 6 of the pote to Mr. Rothermund?

7 Exhibit 478. Exhibit 478 is an c-mail being forwarded to you ? A Do you mind if I look back at the last exhibit?

8 by Mr._Inglis involving Mr. Barcntrek and a number of others, | 8 Q Please.

9 And the subject is a "Rescrve Booking Note™ that appears to 9 A Any nates that I would have sent to Heinz would

10 have been prepared following the moeting iu Houston. 10 have been from me 1o him. So without actually citing the

1 (sec Exhibit No. 478 was 1} actual document, I can't -- | would not have sent this as it

12 referred 10.) 12 is.

13 And my questions on this arc really I think fairly 13 Butif you have a documcnt that has my name from me

14 peneral. 14 10 Rothermund, then - I can't say for sure whether 1 would

15 First of all, do you recopnize the o-mails and the 15 have sent this verbatim, in this form.

16 attachment? . 1.6 Q And there may very well be a docnment. 1 doa't

17 A Tdo. 17 know that I have it with me today, but I do appreciate that.

18 Q Mr. Inglis forwarded to you a markcd-up version of 18 Did you forward a —

19 this note and essentially suggested that you should accept it 19 A 1 would have done, yes, yes.
20 morc or less as it is. 20 Q And one of the things | wantcd to ask you, it
21 And my question is, did you do that? 21 appears that ~- and I thisk you told us earlicy and this note
22 A Afier the meeting in Houston, afier any such 22 reflects - that the conclusion of the meeting in Honston was
23 milestone meeting, it would be ronnal 10 present the yosults 23 tbat the volumes that would be bookable would be al 2 60-to-
24 cither in written form or verhal form 10 Heinz Rothermund. 24 70 million barrel range, is that correct?

1 25 And, of course, be was keen 1o see the outcome of this, 25 A That's correct. A number of 74 is sticking in my
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1 wnd. I would be when - T would say 1t was when you start o sec his
2 ) And that may bave been the ultimate booking at the 2 pamne on the e-mails, we're talking about a conuple of weeks,
3 cnd of the day, but at this point a range is being given, and 3 plus or minus, of a handover.
4 this document says 60-10-70 million barrels now, 4 Q Were you involved in any discussion about booking
5 And I'm just saying, at this poiot in time, docs 5 an additional 50 million or so barrels for Block 18 at the
6 the thinking come out of that mecting? 6 end of 20017
7 A My recollection is somewhere in the order of 70 to 7 A No,
B 74. 8 Q And were you part of any discussions in that time
9 Q Did Mr, Rothermnnd have any reaction to that 9 frame or maybe the first months or so of 2002 about possibly
10 bgure? 10 de-booking the 75, 74, 75 wmillion barrels that were already
11 A Tdon't ranember precisely his reaction. He would 11 in place?
12 bave been pleased it was not zero. 12 A No,
13 MR, FEAVLER: Okay. Let's go off the recond, 13 MR PEAVLER: At this time the staff does not bave
14 (A bricf recess was taken,) 14 any further questions.
15 MR. PEAVLER: On the record. 15 I you or your counsel would like to say anything
16 BY MR. PEAVLER: 16 fusther or if you'd like to ask any clarifying questions,
17 Q Mx. Pairy, just a few more things. 17 please take your time.
18 T"m showing you what we previously marked as 18 MR sMiTiE We don't have anything at this time.
19 Exhibit 482, 19 MR. FEAVLER: And Likewise, if there’s any
20 (sEc Exhibit No. 482 was 20 staternent you'd like to make, feel fres.
21 referred t0.) 2] THE WIINESS: No, T haven't anything.
22 Q And this document docsn't scem to reference yon, 22 MR. PFAVLER: Very good. Thank you for your time.
23 but it doos reference a mecting in carly February 2001 with 23 And we're off the record.
24 Hceinz Rothommund and sps. And I assume that's in Houston. 24 (Whercupon, at 12:30 p.m. (ix examination was
25 Did you participate in that meeting? 25 conchided)
Page 74
1 A No.
2 Q Now, we had talked a little carlicr I think, right
3 when we staried, what your teourc was where you would have '
4 responsibility with respect to Angola,
5 And I wanted to show you what we had previously
6 marked as Exhibit 488. Exhibit 488 is an exchange of c-mails
7 in carly Jannary of 2002.
8 (sec Exhibit No, 488 was
9 referred 10.)
10 Q And you'll note, beginning on the first page, Chris
11 Duhan’s name starts appearing, and on the second page Rob
12 Inglis is actually writing him some e-mails about the further
I3 booking or additional booking of Block 18.
14 Aund I'm wopdering if yon were still involved with
15 this issuc at the cod of 2001, or the fisst page of 2002.
16 Because I tcll you, you know, 1've scanncd through these ¢-
17 mails and not secn your pame. :
I§ A Yeah. When Chris Duhan joined, be took over Angola CONFIDENTI AL
19 and 1 had to carry on with other projects on other countries,
20 so there was a period of a number of months, 1 can't ranember
21 exactly he dates — J'd have to check in my diary again —
22 but there was a number of months when both Chris and 1 were
23 there, but 1 had relinguished my control on Angola to Chris. SC AOOO(B 21 1
24 Q Cao you put a time frame on when that occurrcd?
25 A I'm really simggling with that, becausc T think it
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L e )

From:; Inglis, Robert RB SIEP-SDAN-AM
To: Hines, Ian IM SIEP.EPT-DE

CC:

BCC:

Sent Date: 2000-09-18 09:42:08.000
Received Date: 2000-09-18 09:58:13.000
Subject: FW: Cluster development Angola
Attachments:

lan,
See attached to keep you in the picture.

Regards,

Raob

-——Original Message—-—

From: ROTHERMUND, H.C.

Sent: Monday, September 18, 2000 10:57 AM

To: Inglis, Robert R.B.

Cc: LOVELOCK S. /SEPI/EPG; MINDERHOUD, M.; PARRY, G. /ISIEP /EPG;
Osborne, Peter L. /[SDANG /GM; Simon, Grigore G. /SIEP /SDAN-AM
Subject: Cluster development Angola

Robert,

Thanks for response, much appreciated. | have annotated your e-mail
below (quicker than to refer annotations from e-mail text to the
attachment), so please refer to it.

Regards
Heinz

-—{0Original Message—-

From: Inglis, Robert R.B.

Sent: 18 September 2000 10:26

To: ROTHERMUND, H.C,

Cc: LOVELOCK, 8. /SEPHEPG; MINDERHOUD, M.; PARRY, G. /SIEP /EPG;
Osborne, Peter L. /SDANG /GM; Simon, Grigore G. /SIEP /SDAN-AM
Subject: RE: Cluster development Angola

Heinz,

| felt | needed to comment on a few issues mentioned in you
e-mail, as it gives the impression we are doing the wrong things or
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neglecting important issues.
- Your push back much appreciated. | like people standing up to me.

1) Following the visit to Angola early in the year, we put reserves
booking this year high on our list of priorities. Our plan was to

steer BP to provide the necessary basis or undertake a small study
aurselves to provide the technical basis to justify booking reserves.

BP da not plan to book reserves this year - they say this is nota

priority for them, and they want to see a bigger reserves base to for

the development. They do want to show a 'sanctionable project’ by year
end which should help. Consequently, to be safe, we requested SDS to
carry out a study to underpin booking of existing reserves by year end,
This was already along the lines suggested by Martijn.

— Accepted

2) 1 disagree with your comment regarding drilling appraisal wells
earlier. The current sequence of 3/4 wells have both exploration &
appraisal objectives. They need o probe new structures to build the
economic reserves base but also are collecting data for development
(e.g. extensive coring of Paladio) and the last well will probably be

pure appraisal, given continued success. We need BOTH to go forward
with an economic development and | think it would have been wrong to
first appraise reservoirs that were sub-economic on their own.

-- Accepted. 1 will however continue to keep prompting to ensurs
absolutely every effrot is done to book reserves early.

3) Regarding funding the wells, what | saw at the Capital Allocation
Workshop was that exploration or appraisal wells Pre-F1D are Expex and
Post FID are Capex and any attempt to dress-up pre-FID wells up as
Capex backfired,

-- Here | would not readily take NO for an answer. | do not see why we
cannot push back on this one and discuss it again.

4) Regarding the Min-DVA, SDS keep saying this is not a gamechanges for
Angola because it need existing infra-structure first, so is seen as an
option for satellites, once you have a producing HUB.

-- 1 am not talking about "game changer”, or worked out solutions, but
about a solution that is sufficiently worked out and, in the (very

unlikely) extreme, implementable. We need to separate actual
development solutions for optimised field development from work we do
for early value creation only.
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Regards,
Reb

——Qriginal Message——

From: ROTHERMUND, H.C.

Sent: Monday, September 18, 2000 5:07 AM

To: PARRY, G.; Inglis, Robert R.B. /SIEP /SDAN-AM; HASAN, MAHDI .M.
ISIEP fEPT-DD /777124

Cc: LOVELOCK, S_; MINDERHOUD, M ; BIGHSEL, MATTHIAS M. /SIEP [EPT-
D

1777264

Subject: Cluster development Angola

Gentlemen,

Against the background of Martijin Minderhoud's e-mail, with which |
fully agree, let me make a few supporting comments:

- One of the important elements in the EF scorecard is reserves
replacement. It is essential that we should come up with imaginative
ways of booking those reserves we have. Martijn's approach is such an
imaginative approach. Let's now use it, and use it for what it is meant
to be: Not a final scheme for (sub-optimal) field development. but a
scheme for the early booking of value!

- | am getting quite disenchanted to notice that each time a new idea
for reserves booking is coming up we spend determined time to shoot it
down rather than to see how to progress it.

- It is a great shame that we did not manage to drill appraisal wells
first, in Block 18. 1 would not be surprised that one of the reasons
for this is that “ideal" field development was seen as more important
that early booking of value.

Please be guided accordingly.

Regards
Heinz

-——Qriginal Message—-

From: MINDERHOUD, M.

Sent: 13 September 2000 15:07

To: PARRY, G. /SIEP /EPG

Cc: ROTHERMUND, H.C. /SEPI /EPG; LOVELOCK, 8. ISEPI /[EPG
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Subject: FW: Cluster development Angola
Gordon,

sorry to keep on harping on this one. But the way | see it, is (i) to

get reserves booked in 2000 one way or another and (i) to then start
drilling appraisal wells as Capex thereafter. 1 fully understand now
that the full, most optimal development of Block 18 requires more than
a 'simple Min DVA' concept. But | also quote from below note :

"The min-DVA concept may be of interest for

selective sweet spot development of individual reservoir structures
(e.g. for Plutonio) if this system proves cost effective for the
predicted recoverable volumes.”

If | understand it well, for reserves booking it is reguired that there
exists a doable, economic development scheme ; | quote from your note
sent separately:

"Proved reserves can be booked if it can be demonstrated that the
development project of a discovered field is technically and

commercially mature (and a market is expected to be available).
Commercial maturity should be demonstrated over a sufficiently large
range of possible scenario's (including all surface and subsurface
uncertainties). A project is deemed commercial if the NPV7% @ PSV14 >
0- H

However NOBODY SAID THAT YOU ACTUALLY HAVE TO EXECUTE THAT
SCHEME !

As you state, you do not require to take FID. You can happily continue

drilling to prove up a better scheme. The existence aof such smaller,

"dummy" scheme would probably not aliow you to book more than the
reserves you can actually produce with it, but it would be a start.

{ think it would be worthwhile to pursue this idea — if [ am
completely crazy, tell me where | got it wrong

Or maybe your other plans have sufficiently progressed - then shred
this

cheers
martijn

-~Qriginal Message——
From: Inglis, Robert R.B.
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Sent: 24 August 2000 09:04

To: MINDERHOUD, M.

Cc: PARRY, G. /SIEP /EPG; Osbome, Peter L. /SDANG /GM, LOHR, FRAN F.A.
ISIEP /EPB /157182; HASAN, MAHDI S.M. /SIEP /EPT-DD /777124; KNIGHT,
BARRY B.P. /SIEP /EPT-DE /777890; Hines. lan |. /SIEP /EPT-DE /777319,
SMITH, PATRICK P.L. /SIEP /EPT-DD /535313, Simon, Grigore G. /SIEP
ISDAN-AM

Subject: RE: Cluster development Angola

Martijn,
See attached SDS info on applicability of Min-DVA concept for
Block 18.

We are looking at these concepts in the work being done in SDS, but as
| indicated earlisr, they are not likely to offer a step change in
economics for this development. BP are also working on minimum dry
tree options, drawing on the joint industry work done as part of WADO
(West Africa Deepwater Operators), where these type of concepts were
worked extensively with a number of contractor groups about 5 years
ago.

We will continue to ensure that all development options are explored,
but the real enabiler for B18 is to be able to place high productivity,
high ultimate wells.

Regards,
Rob

—-Original Message——

From: Hines, lan 1. /777319 On Behalf Of Hines, lan 1. /777319
Sent: Thursday, August 24, 2000 1:29 AM

To: Inglis. Robert R.B.; Smith, Patrick P L. /5635313

Subject: RE: Cluster development Angola

Rob,

As discussed, some discussion on the DVA concepts . The real issue here
now is managing the potentially unrealistic expectations which may have
been created by generalizing the existing min-DVA experience. its on

our radar screen but a second order effect compared to the subsurface
uncertainty which we are facing right now.

Development of the Black 18 reserves combines the challenges of two

other ongoing deepwater developments projects: i.e. Erha (with a seres
of complex stacked amalgamated channel turbidite reservoirs) and Nakika
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(with its multiple reservoir aerially distributed reserves). This
combination presents a very significant and unique development
challenge.

DVA systems are one of a number of development options being considered
for Block 18, they are also being evaluated for Erha and Holstein.

However, unlike these other developments the aerially distributed

nature of the reserves and the variable reserves density within the

separate structures in Block 18 require much larger numbers of wells

and are such that a single DVA structure is not a viable development

aption for the entire Block. The min-DVA concept may be of interest for
selective sweet spot development of individual reservoir structures

(e.g. for Plutonio) if this system proves cost effective for the

predicted recoverable volumes.

Development of the wider reserves base will require a large number of
wells (current estimates range from 40 - 80wells), infield storage

(e.g. an FPSO or an FSU) and either several DVA systems, significant
numbers of subsea wells, or most probably a combination of these
options given the aerial extent of the reserves in individual

structures. The choice between subsea wells and dry trees (and hence
the cost effectiveness of DVA systems) will depend upon the subsurface,
flow assurance, well engineering and development system assessments
which are part of ongoing concept screening exercises being conducted
by both BP and Shell. The focus of current effort is to develop a good
understanding of the range of subsurface uncertainties/key drivers in
the complex multiple reservoir setting within Block 18. The number of
separate structures resulits in a large number of potential development
sceanrios. However, the surface engineering screening work is not
sufficiently mature to make a choice between the dry tree and wet tree
options. It is expected that the DVA concept and the dry tree versus

wet tree decision will almost certainly be carried forward into the

concept selection stage (post VAR2) as was the case for Bonga/Nakika
and is currently anticipated for Erha.

In summary, the cost benefit assessment of using DVA systems at Block
18 is mora comptlex and less clear cut than for some other ongoing
developments. However the ongoing evaluation is benefiting from the
development work carried out in SDS inrecent years in terms of
capturing representative lower bound costs for potential minimum
systems.

——0riginal Message—-
From: MINDERHOUD, M.
Sent: 17 August 2000 16:33
To: Inglis, Robert R.B.
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Cc; PARRY, G. ISIEP /EPG; Osbome, Peter L. /SSDANG /GM; LOHR, FRAN F.A
1SIEP /EPB /157182; HASAN, MAHDI S.M. /SIEP /EPT-DD /777124
Subject: RE: Cluster development Angola

Rab,

what is the latest on this? with our new discovery, the light at the

end of the tunnel is very near. Can we make a competitive proposal to
BPA?

(By the way, this is the latest e-mail | could find on this, maybe
there is later correspondence).

Martijn

~—Qriginal Message—-—

From: Inglis, Robert R.B.

Sent: 29 April 2000 11:49

To: MINDERHOUD, M.

Cc: PARRY, G. /SIEP /EPG

Subject: RE: Cluster development Angola

Martijn,
Sorry 1 have not responded to this request - all the focus on
B34 has diverted attention.

| have had some material from SDS, but none of this indicates that Min
DVA will do much for Block 18. Il discuss further during my visit to
Houston next week.

So do not hold your breath - Min DVA is a niche application which does
not fit easily in Angola.

Regards,
Rob

~—-Qriginal Message—-—

From: MINDERHOUD, M.

Sent: Monday, April 17, 2000 6:11 PM
To: Inglis, Robert R.B. /SIEP /SDA-AM
Cc. PARRY, G. /SIEP IEPG

Subject: FW: Cluster development Angola

Rob,
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I have some months ago extended this challenge to SDS, to see whether
their miniDVA concept could be the winner in Angola (at Ieast Block

18). 1 am very curious to hear from you what the status of this is, as

| was very intrigued by the idea.

Greetings
Martijn

-——Qriginal Message——

From; MINDERHOUD, M.

Sent: 15 February 2000 08:46

To: Hasan, Mahdi S.M. /777124

Cc: PARRY, G.

Subject: RE: Cluster development Angola

Mahdi,
indeed you sold me that very idea, and this is why | contacted you.

I think that your exciting ideas on this mini development are or could
be the competitive edge bringing us back great in Angola. | would love
to prove that we Shell think that Biock 18 is already economic, whilst
BP-Amoco still think they need the fourth well. Having said that, |
cannot judge whether the high level screening look is sufficient to

start taking steps or whether more in-depth work is required. And what
the budgettary consequences are. | think Gordon could comment here.

| look forward to hearing more on this topic
Martijn

——~Qriginal Message—-

From: Hasan, Mahdi S.M. /777124

Sent: 15 February 2000 00:43

To: MINDERHOUD, M.

Cc: PARRY, G.

Subject: RE: Ciuster development Angola

Martijn,

Somy for the late reply - but your comment about us "actively

looking..." caught me off guard. Rob Inglis has been asked to give a

view on the BP cost estimates and he was planning to use some broad
brushed comparisons to possible alternatives we might use and what they
would cost. That is a long way from having work done on it even to
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establish whether the concept would be technically feasible for this
application.

Having said that, this capability certainly exists in SDS - actually is
the heart of what we provide. However, } caution that a high level,
screening type look, should be mis-read as actively studying it to find
a solution. However, if that is what you/Angola wish us to do, we
shall be delighted to provide you a service - a service that you will
not find anywhere in quality and reliability.

Mahdi

From: Minderhoud, Martijn M SEPI-EPG
Sent: Thursday, February 10, 2000 5:57 AM
To: Hasan, Mahdi SM SIEP-EPT-DD

Cc: Parry, Gordon G SIEP-EPG

Subject: Cluster development Angola

Mahdi,

| understand from Gordon, that you guys are actively looking at
applying

your miniDVA satelite development approach to see whether
Angola

Block

18 could be made commercial aiready with the three developments
there

are {approx 600 mmbbls). Can you tell me what the current views
on

this

are, and are you in a position to say anything concrete, in the
cantext

of portfolio managerment?

Thanks

Martijn

Martiin Minderhoud

Regional Vice-President SubSaharan Africa EPG
office (31)-(70)-377-1402

mobile (31)-(0)6-21573760
e-mail m.minderhoud@sepi.shell.com
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From: Rothermund, HC SEPI-EPG Sent: 2000-09-05 18:57:04.000
Received: 2000-09-05 18:59:11.000
To: Brass, Lorin LL SIEP-EPB; Cook, Linda LZ SI-GP; Dubnicki, Carol C SIEP-EP-HR; Gardy, Dominique D SIEP-EPF;

Megat, Zaharuddin Z SEPI-EPM; Restucci, Raoul RM SEPI-EPA; Sprague, Robert RM SI-SEPI-EPN; Warren, Tim TN
SIEP-EPT; Watts, Phil PB SI-MGDPW

Cc:
Bce:
Subject: Reserves
1. Angola-Brazil reserves note.doc (100210419)

All,

Attached is a note that explains EPG's position on reserves in Angola
and Brazil, for your general information.

Regards
" Heinz
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NOTE
From: G.R. Parry, EPG 5 September 2000

To: H.C. Rothermund, EPG
Ce: S. Kakok, EPG
M. Wink, EPG
W.M. Kool EPG
R.D. Aalbers, EPB-P :
G. Simon, Shell Dev. Angola (SDAN)
R. Inglis, Shell Dev. Angola (SDAN)

Re: Proved Reserves Reporting Angoia and Brazil

_This note addresses the reserves questions raised at the EPG Meeting on 14* August 2000, and’
follows a meeting between EPG and Shell Angola staff with_EPB-P on 22™ August 2000.

Proved reserves can be booked if it can.be demonstrated that the development project of &

discovered field is technically and commercially mature (and a market is expected to be

available). Commercial maturity should be demonstrated over a sufficiently large range of

possible scenario’s (including all surface and subsurface uncertainties). A project is deemed
commercial if the NPV7% @ PSV14 > 0.

Booking of proven reserves is not necessarily tied to FID or to economic cut-off (VIR>0.35).
Successful completion of a VAR, provided sufficient sub-surface knowledge was included, could
support booking of proved reserves. Additional information should be acquired to reduce
uncertainties and ensure likely economic development. In the case of Angola Block 18, a VAR 2
is planned for Q4 2000 and could assist with booking 300 MMbbls proven oil reserves in Angola

. by year end.

In marginal cases, especially in new areas where resource volumes are very close to commercial
_cut-off, reserves should not be booked. '

The LE (Shell PSC entitlement) of proven reserves for thé Greater Plutonio hub in Block 18 is
293 MMbbls: (P85). This excludes the result of the latest well Paladio-1, which came in on
prognosis (140 MMbbls expectation, 100%). SDAN will provide an updated proved reserves

estimate for 3Q reporting.

" The target in 2000 is'to exceed the cut-off target of 750 MMbbls (] 00%) for the Greater Plutonio
hub. The remaining two wells to be drilled in 2000 should achieve this, but in the case that one of
the wells does not fulfil expeciations, the- operator and SDAN should investigate alternative
economic development schemes with lower cut-off (around 600 MMbbls) to ensure that reserves
can be booked 2000 vear-end based on the currently discovered volumes. :

The 1arget for proven reserves for Angola on the EPG scorecard for 2000 is zero, the 2000LE of
593 MMbbls offsets the zero 2000LE for Nigeria SPDC where proved reserves have been frozen
at ARPR 1.1.2000 numbers.

SDAN will also be requested to investigate whether “discovered SFR volumes for the
‘Manganese’ prospect in Block 18 (based on 3D seismic over the southerly extension of the
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Girassol/Dalia discoverry in Block 17) can be booked in 2000 (approx. 50 MMbbls MSV 100%).
SDS will be requested to builld a technical case to request BP (who are also a partner in Block
17) 1o open unitisation negotiations with TFE, since Girassol, currently under development, is
scheduled to commence production in 2001. '

Classification of wells as expex or capex is related to booking of proved reserves. Wells drilled
outside the proven area, or to an unproven depth within the proven area, are classifed as expex.
Only wells drilled inside the proven area (area to which proved reserves have specifically been
attributed), to a proven depth, are classifed as capex. :

In the case of Angola, most of the wells being drilled in 2000 are testing new structures (Paladio
and Cromio) so, although they have a high POS due to the high degree of confidence from the
seismic calibration, they are still classified as exploration wells, as no proven reserves have been
booked. In the case of the Plutonio Salt Flank prospect, however, there may be a (strong) case to
re-classify this well as ‘appraisal’, as a prominent flat seismic event suggests the same OWC as
penetrated in the nearby Plutonio-] discovery well. The new prospect is testing a different
channel feature (probably connected) over the same general structure and would prove up the
high field reserves case. Although there are no pians to use the exploration well in the field
development scheme, there might be sufficient technical justification (to be provided by SDS) to
re-classify the funding of the well cost from expex to capex, if proved reserves are booked for the
Greater Plutonio hub prior to spudding of the salt flank appraisal well. L

SDAN also needs to investigate any complications versus PSC commitments if the Plutonio Salt

_ Flank well is classified as ‘appraisal’ rather than ‘exploration’. The well is due to spud in

N December 2000. Re-classification will reduce 2000 expex by $10 MM and increase 2000 capex

! by $10 MM, impact in 2001 is that the expex will be reduced by $3 MM and the capex will be
increased by the same amount.

In the case of Brazil, no funds, either expeXx or capex, have been allocated for appraisal drilling in
2000/2001, although in the case of exploration success, the need for further appraisal has been
flagged. Logically, without appraisal funds no proven reserves can be booked, no FID can be
taken and therefore no IBV addition will be achieved. On the EPG scorecard for 2000, proven
reserves addition of zZero is the mid point target for Brazil, ‘but 100 MMbbls is an upside case
subject to a major discovery in BC-10. With the delayed drilling in Brazil and lack of appraisal
possibility in 2000 booking of proved reserves for Brazil in 2000 is highly unlikely.

In summary, therefore, it is likely that proven réserves in the order of 300 MMbbls will be
booked for Angola by end 2000, offsetting the zero additions for Nigeria-SPDC. The possibility
to reclassify the Plutonio Salt Flank well on the 2000 drilling sequence as appraisal and fund
under CAPEX will be pursued by SDAN. In Brazil, no proven reserves will be booked for 2000.
In the case of success in BC-10 and other blocks, however, booking of proved reserves in 200}
will require the allocation of funds for appraisal drilling in 2001.
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NOTE
From: G.R. Parry, EPG 5% September 2000

To: H.C. Rothermund, EPG
Cc: 8. Kakok, EPG
M. Wink, EPG
WM. Kool EPG
R.D. Aalbers, EPB-P
G. Simon, Shell Dev. Angola (SDAN)
R. Inglis, Shell Dev. Angola (SDAN)

Re: Proved Reserves Reporting Angola and Brazil

This note addresses the reserves questions raised at the EPG Meeting on 14® August 2000,
following a meeting between EPG and Shell Angola staff with EPB-P on 22* August 2000.

There appears to be a lack of communication (and alignment) from the asset to SDS. This is the
first that we have heard about the meeting on Aug 272™ The impontance of booking reserves this
year has only become apparent very recently. This objective was first emphasised to SDS during
Gordon Parry’s last visit in July. 1 believe that this message provided a key stimulus for the
creation of the dedicated B18 team

Proved reserves can be booked if it can be demonstrated that the development project of a
discovered field is technically and commercially mature (and a market is expecied to be
available). Commercial maturity should be demonstrated over a sufficiently large range of
possible scenario’s (including all surface and subsurface uncertainties). A project is deemed
commercial if the NPV7% @ PSV14 > 0.

Currently. neither BP nor Shell are in a position to fulfill the criteria that “Commercial maturity
should be demonstrated over a sufficiently large range of possible scenano’s (including all
surface and subsurface uncertainties).” At the current time neither of the companies have working
static or dynamic models representative of the individual reservoirs or the more complex cluster
hub required for Block 18. We currently only have a single well in each of the candidate
structures and the range of subsurfacc uncertainty being considered by BP is far too narrow.
Independent work within SDS to assess this has commenced recently. Hence the technical basis
to under pin surface and subsurface uncertainties is immature. We also have concerns that the
cconomic evaluations carried out by SDAN (not vet verified by SDS) may be based upon
optimistic assutnptions of reservoir performance — patticularly the assumptions for well ultimate
recovery which are a fundamental project driver —and a potential lack of robustness to downside.

Booking of proven reserves is not necessarily tied to FID or to economic cut-off (VIR>0.35).
Successful completion of a VAR, provided sufficient sub-surface knowledge was included, could
support booking of proved reserves. Additional information should be acquired to reduce
uncertainties and ensure likely economic development. In the case of Angola Block 18,2 VAR 2
is planned for Q4 2000 and could assist with booking of some 300 MMbbis proven ol reserves in
Angola by year end.

Currenily, the Shell view is that it is unlikely that BP will pass the VAR2 gate which is now
planned for October. The VAR timing is a response 10 schedule pressure from BP to proceed
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through their internal CVP2 gate, in order to commence expensive, bul in our view premature,
concept selection studies. Hence, 1t 1s unlikely that reserves can be booked on the above basis.

In marginal cases, especially in new areas where resource volumes are very close to commerctal
cut-off, reserves should not be booked.

This appears to be the key statement: both BP and SDS appear to have concerns that the
economics, for development of the Oligocene reserves in the Greater Plutionio area, will-be
marginal. Work on the wider block portfolio is also immature. Booking reserves on this basis
runs a risk of the need to reverse this at a later stage — sec also Chandler’s remarks on finger
pointing.

The LE (Shell PSC entitlement) of proven reserves for the Greater Plutonio hub in Block 18 is
293 MMbbls (P85). This excludes the result of the latest well Paladio-1, which came in on
prognosis (140 MMbbls expectation, 100%). SDAN will provide an updated proved reserves
estimate for 3Q reporting.

The reserve volumes quoted by EPG appear to be considerably higher than what BP and SDS are
currently carrying. The “proven reserves for the Greater Plutonio hub” as per the current BP
Level 0 subsurface model are 418 MMbbls (Exp). Including the Paladio-1 results of ~150
MMbbis the Scope For Recovery would increase to 568 MMbbls (Exp). Hence the Shell share
would be 284 MMbbls.

Platina reserves may have been included within the EPG numbers. However, Platina could not be
booked in 2000 as we currently have no development concept for including these reserves in the
Greater Platonio hub, which has been the focus of the current development planning efforts.

The target in 2000 is to exceed the cut-off target of 750 MMbbls (100%) for the Greater Plutonio
hub. The remaining two wells to be drilled in 2000 should achieve this, but in the case that one of
the wells does not fulfill cxpectations, the operator and SDAN should investigate alternative
economic development schemes with lower cut-off (around 600 MMbbls) to ensure that reserves
can be booked 2000 year-end based on the currently discovered volumes.

To achieve 750 MMbbils both the Cromio and the Plutonio Salt Flank wells must be successful.
The initial results from the Plutonio Salt Flank well (assuming Cromio success) will only be
available mid December, hence probably too late for a 2000 reserves booking. Furthermore, the
required economic volume threshold (previously assumed by SDAN and BF to be around 750
MMbbls) has still be to be verified by the ongoing development work.

The target for proven reserves for Angola on the EPG scorecard for 2000 is zero, the 2000LE of

293 MMbbis offsets the zero 2000LE for Nigeria SPDC where proved reserves have been frozen
at ARPR 1.1.2000 numbers.

SDAN will also be requested to investigate whether discovered SFR volumes for the
‘Manganese’ prospect in Block 18 (based on 3D scismic over the southerly extension of the
Girassol/Dalia discoverry in Block 17) can be booked in 2000 (approx. 50 MMbbls MSV 100%).
SDS will be requested to construct A technical case will be constructed to request BP (who are
also a parter in Block 17) to open unitisation negotiations with TFE, as production from the
Girassol field, currently under development is scheduled to commence in 2001.
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