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0001
 1   
 2        IN THE UNITED STATES DISTRICT COURT
                DISTRICT OF NEW JERSEY
 3              Civ. No. 04-3749 (JAP)
                (Consolidated Cases)
 4              Hon. Joel A. Pisano
     -----------------------------------x
 5   IN RE ROYAL DUTCH/SHELL TRANSPORT
     SECURITIES LITIGATION
 6   -----------------------------------x
 7   
                       January 10, 2007
 8   
                       10:07 a.m.
 9   
10        Videotaped deposition of BRIAN J.
11   WARD, taken by the Lead Plaintiff and the
12   Class, at the offices of LeBoeuf, Lamb,
13   Greene & MacRae LLP, 1 Minster Court,
14   London, England, before Gail F. Schorr, a
15   Certified Shorthand Reporter, Certified
16   Realtime Reporter and Notary Public
17   within and for the State of New York.
18   
19   
20   
21   
22   
23   
24   
25   
0002
 1   
 2   A P P E A R A N C E S:
 3   BERNSTEIN LIEBHARD & LIFSHITZ, LLP
     Attorneys for the Lead Plaintiff and the
 4   Class
           10 East 40th Street
 5         New York, New York 10016
 6   BY:    CAROLINE MARSHALL, ESQ.
           TIMOTHY J. MacFALL, ESQ.
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 7               -and-
           DAVID J. WELCH, ESQ.
 8   
 9   
     LEBOEUF, LAMB, GREENE & MACRAE, LLP
10   Attorneys for Royal Dutch/Shell
           125 West 55th Street
11         New York, New York 10019-5389
12   BY:    CHRISTOPHER J. CLARK, ESQ.
13   
14   LEBOEUF, LAMB, GREENE & MACRAE, LLP
     Attorneys for Royal Dutch/Shell
15         1875 Connecticut Avenue, Northwest
           Suite 1200
16          Washington, D.C. 20009
17   BY:   RALPH C. FERRARA, ESQ.
18   
19        CHARLES F. PLATT, ESQ.
          Senior Legal Counsel
20        Shell International B.V.
          Legal Services LSEP-C
21        Volmerlaan 7
          P.O. Box 60
22        2280 AB Rijswijk-ZH
23   
24   
25   
0003
 1   
 2   A P P E A R A N C E S (Continued):
 3   HUGHES, HUBBARD & REED, LLP
     Attorneys for Pricewaterhousecoopers LLP
 4          One Battery Park Plaza
            New York, New York 10004-1482
 5   
     BY:    SAVVAS A. FOUKAS, ESQ.
 6   
 7   
     HOGAN & HARTSON, LLP
 8   Attorneys for KPMG Accountants N.V.
           875 Third Avenue
 9         New York, New York 10022
10   BY:    NICHOLAS W. C. CORSON, ESQ.
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11   
12   FOLEY & LARDNER, LLP
     Attorneys for Judith Boynton
13         777 East Wisconsin Avenue
           Milwaukee, Wisconsin 53202-5306
14   
     BY:    NANCY J. SENNETT, ESQ.
15   
16   
     MAYER, BROWN, ROWE & MAW, LLP
17   Attorneys for Sir Philip Watts
           1909 K Street, Northwest
18         Washington, D.C. 20006-1101
19   BY:    AIMEE D. LATIMER, ESQ.
20   
     ALSO PRESENT:
21   
     CHRISTINE MARTINEZ, Legal Assistant
22   Bernstein Liebhard & Lifshitz, LLP
23   PHILLIP HILL, Video Operator
     Action Legal Video, Inc.
24   
25   
0004
 1                  BRIAN J. WARD
 2                 THE VIDEO OPERATOR:  This is
 3     the beginning of tape 1, volume 1.  This
 4     is the video operator speaking, Mr.
 5     Phillip Hill of Merrill Corp. London.
 6     Today is January 10, 2007.  We are at the
 7     offices of LeBoeuf, Lamb, Greene & MacRae
 8     in London, to take the video deposition
 9     of Brian Ward.  This is In Re Royal
10     Dutch/Shell Transport Securities
11     Litigation.  This is being heard in the
12     United States District Court, District of
13     New Jersey, Case Number Civ. 04-3749
14     (JAP).
15                Will counsels present please
16     introduce themselves for the record.
17                MS. MARSHALL:  Caroline
18     Marshall, Bernstein Liebhard &
19     Lifshitz, on behalf of Peter M. Wood,
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20     the lead plaintiff and the class.
21                MR. WELCH:  David Welch,
22     Bernstein Liebhard & Lifshitz, also on
23     behalf of plaintiff.
24                MR. MACFALL:  Timothy
25     MacFall, Bernstein Liebhard & Lifshitz,
0005
 1                  BRIAN J. WARD
 2     on behalf of plaintiffs and the class.
 3                MR. PLATT:  Charles Platt,
 4     Shell International B.V., on behalf of
 5     the Shell corporate defendants.
 6                MR. CLARK:  Christopher J
 7     Clark, LeBoeuf, Lamb, Greene & MacRae,
 8     for the Shell corporate defendants and
 9     the witness, Mr. Ward.
10                MR. FERRARA:  Ralph Ferrara,
11     LeBoeuf, Lamb, Greene & MacRae, on
12     behalf of Shell Transport & Trading,
13     Royal Dutch/Shell and our witness
14     today, Brian Ward.
15                MR. CORSON:  Nicholas
16     Corson, Hogan & Hartson, on behalf of
17     KPMG Accountants NV.
18                MS. LATIMER:  Aimee Latimer,
19     Mayer Brown Rowe & Maw, on behalf of
20     defendant Sir Philip Watts.
21                MR. FOUKAS:  Savvas Foukas
22     of Hughes Hubbard & Reed, on behalf of
23     PricewaterhouseCoopers LLP.
24                MR. SENNETT:  Nancy Sennett,
25     of Foley & Lardner LLP, on behalf of
0006
 1                  BRIAN J. WARD
 2     the defendant Judith Boynton.
 3                THE VIDEO OPERATOR:  Will
 4     the court reporter, Ms. Gail Schorr of
 5     Merrill Corp. New York, please swear in
 6     the witness.
 7     B R I A N   J.   W A R D,
 8     residing at PonSford Farm, Knowle,
 9     Cullompton, Devon, EX15 1PX, UK, having
10     been first duly sworn by the Notary

file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt (4 of 142)9/18/2007 3:53:23 PM

Case 3:04-cv-00374-JAP-JJH     Document 366-3      Filed 10/10/2007     Page 4 of 198



file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt

11     Public (Gail F. Schorr), was examined
12     and testified as follows:
13                EXAMINATION BY MS. MARSHALL:
14          Q.    Good morning.
15          A.    Good morning.
16                MS. MARSHALL:  Mr. Ward,
17     before we begin, I just want to note
18     for the record that this is a voluntary
19     deposition being conducted in London,
20     in the United Kingdom by the consent of
21     all parties.  It's being conducted
22     pursuant to the Federal Rules of Civil
23     Procedure 29.  Pursuant to that
24     agreement, the deposition is to be
25     conducted in accordance to the Federal
0007
 1                  BRIAN J. WARD
 2     Rules of Civil Procedure and all
 3     applicable rules and orders of the US
 4     District Court for the District of New
 5     Jersey.
 6          Q.    Mr. Ward, have you ever been
 7     deposed before?
 8          A.    No.
 9          Q.    Okay.  Why don't we go over
10     some groundrules.  I'm sure that your
11     counsel has gone over this with you,
12     but we'll just -- I'll just do it again
13     for the record so it's clear.
14                It's important that you wait
15     till I finish my question before you
16     give your answer even if the answer is
17     obvious before I finish my question, so
18     that the court reporter can take down
19     my question as well as your answer.
20     Okay?
21                It's also important that
22     when I ask you a question that's a yes
23     or no question that you -- if you want
24     to nod your head of course that's fine,
25     but you have to answer verbally so she
0008
 1                  BRIAN J. WARD

file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt (5 of 142)9/18/2007 3:53:23 PM

Case 3:04-cv-00374-JAP-JJH     Document 366-3      Filed 10/10/2007     Page 5 of 198



file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt

 2     can take down your answer as well.
 3     Okay?
 4          A.    Yes.
 5          Q.    That's a good example.  If
 6     at any point you need to take a break
 7     just let me know and we'll be able to
 8     take a break provided there's not a
 9     question on the record.
10                If I ask you a question at
11     any point that you don't understand
12     please let me know and I will rephrase
13     it for you.  Otherwise, I'll assume
14     that you understand the question.
15     Okay?
16          A.    Okay.
17          Q.    For the purpose of this
18     deposition, when I say Shell, I'm
19     implying Royal Dutch/Shell Transport
20     and operating companies and service
21     companies in which they hold an
22     interest.  So if there's any further
23     definition that you'd like to use or a
24     different definition depending on
25     whatever question or answer or time
0009
 1                  BRIAN J. WARD
 2     period we're talking about just let me
 3     know if you want me to further clarify
 4     or if you need to further clarify that.
 5          A.    Okay.
 6          Q.    Is that okay?
 7          A.    Yes.
 8          Q.    We're just going to begin
 9     with some preliminary questions about
10     your background.  Okay?
11          A.    Yes.
12          Q.    Can you state your address
13     for the record?
14          A.    Ponsford Farm, Knowle,
15     Cullompton, Devon, England.
16          Q.    Where did you receive your
17     formal education?
18          A.    At --
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19          Q.    At a university level.
20          A.    University level?
21          Q.    Yes.
22          A.    In the University of East
23     Anglia, in Norwich.
24          Q.    What type of degree did you
25     receive?
0010
 1                  BRIAN J. WARD
 2          A.    I got an honors degree in
 3     physics.
 4          Q.    What year did you receive
 5     that degree?
 6          A.    1968.
 7          Q.    Did you have any particular
 8     focus when you received that degree?
 9          A.    No.
10          Q.    Did you receive any
11     subsequent degrees?
12          A.    No.
13          Q.    Do you have any professional
14     licenses?  Or have you ever had any
15     professional licenses?
16          A.    No.
17          Q.    Have you ever belonged to
18     any professional organizations?
19          A.    No.
20          Q.    Did you ever have any formal
21     training outside of employment after
22     1968?
23          A.    No.
24          Q.    When did you begin your
25     employment with Shell?
0011
 1                  BRIAN J. WARD
 2          A.    August 1968.
 3          Q.    And what was your first job
 4     with Shell?
 5          A.    I went as a junior petroleum
 6     engineer to The Hague where I went
 7     through a seven-month training period.
 8          Q.    What did that seven month
 9     training period entail?
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10          A.    Basically going through all
11     the basic disciplines in the oil
12     company E&P business.
13          Q.    How many disciplines were
14     those?
15          A.    Approximately six or seven.
16          Q.    Do you recall what any of
17     them were?
18          A.    I do, yes.
19          Q.    Can you list them?
20          A.    Drilling, reservoir
21     engineering, production geology,
22     operations, economics.  I don't recall
23     any more.
24          Q.    After you finished that
25     training, what were your duties and
0012
 1                  BRIAN J. WARD
 2     responsibilities as a junior petroleum
 3     engineer?
 4          A.    I was sent to Brunei in
 5     Borneo, where I did my first stint as
 6     an operations engineer.
 7          Q.    How long did that stint
 8     last?
 9          A.    In Borneo in total about
10     three or four years because I was
11     posted to Sarawak halfway through and
12     then came back to Borneo -- to Brunei,
13     I beg your pardon.
14          Q.    And what were your
15     responsibilities during that time
16     period?
17          A.    I was an operations engineer
18     and a petrophysicist.  That was one of
19     the other courses, by the way, to your
20     previous question.
21          Q.    Okay.
22          A.    And back to petrophysicist.
23     So I did two jobs as a petrophysicist
24     and one job as an operations engineer.
25          Q.    What's a petrophysicist?
0013

file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt (8 of 142)9/18/2007 3:53:23 PM

Case 3:04-cv-00374-JAP-JJH     Document 366-3      Filed 10/10/2007     Page 8 of 198



file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt

 1                  BRIAN J. WARD
 2          A.    A petrophysicist is
 3     basically a person who interprets the
 4     wireline logs that are run down hole to
 5     measure the properties of the rock and
 6     the fluids in the rock, in other words,
 7     to say whether there's gas or oil down
 8     there.
 9          Q.    Where did you move from
10     there?
11          A.    I went from Brunei to
12     Rijswijk in Holland where I did some
13     one year, approximately one year of
14     research work into petrophysics.
15          Q.    Would that have been 1971?
16          A.    That would have been about
17     1974.
18          Q.    So you were in Brunei from
19     '69 or so?
20          A.    Yes.
21          Q.    Until '74?
22          A.    Yes.  Brunei and Sarawak,
23     yes.
24          Q.    Was there any particular
25     focus of your research that year in
0014
 1                  BRIAN J. WARD
 2     Rijswijk?
 3          A.    There was.  It was really to
 4     do with the errors made by the logging
 5     tools I was researching into.
 6          Q.    What do you mean by the
 7     errors made by the logging tools?
 8          A.    When you measure something
 9     in real life there's always errors
10     associated with that measurement, and
11     my job was to look at some of these
12     tools and see if I could quantify what
13     the errors were.
14          Q.    What did you do after that
15     year?
16          A.    I went to Nigeria.
17          Q.    What was your title in
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18     Nigeria when you first arrived?
19          A.    When I first arrived I was
20     senior petrophysicist and I also
21     combined that with senior economics
22     job.
23          Q.    And what were your
24     responsibilities as a senior
25     petrophysicist?
0015
 1                  BRIAN J. WARD
 2          A.    My job was to ensure that
 3     the petrophysical data and evaluation
 4     thereof was done in a professional
 5     manner.
 6          Q.    And what were your
 7     responsibilities with respect to your
 8     economics responsibilities?
 9          A.    I would run the project
10     economics for the company, Shell
11     Petroleum Development Company.
12          Q.    And what did that entail?
13          A.    It entailed gathering
14     together all the information required
15     to run the economics of a project to
16     see whether or not it was profitable.
17          Q.    And how long did you stay in
18     those roles?
19          A.    Three years.
20          Q.    And do you recall who you
21     reported to during that time?
22          A.    Chief petroleum engineer was
23     Peter Everett.
24          Q.    What position did you move
25     to after that?
0016
 1                  BRIAN J. WARD
 2          A.    From Nigeria I went back to
 3     Brunei.
 4          Q.    About what year is that?
 5          A.    '77, '78.
 6          Q.    What was your role this time
 7     in Brunei?
 8          A.    I was head of technical
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 9     agreements and economics.
10          Q.    What did that entail?
11          A.    Basically my job was to run
12     a department that looked after the
13     economic evaluation of the projects
14     within the company, and also to be
15     custodian of and advise on technical
16     agreements with other parties, third
17     parties.
18          Q.    How long did you hold that
19     position?
20          A.    Two, three years.
21          Q.    Where did you go after that?
22          A.    I went to Argentina.
23          Q.    How long were you in
24     Argentina?
25          A.    Ten months.
0017
 1                  BRIAN J. WARD
 2          Q.    About what year was that, if
 3     you remember?
 4          A.    That was 1982.
 5          Q.    What was your role in
 6     Argentina?
 7          A.    I was operations manager and
 8     petroleum engineering, head of
 9     petroleum engineering.
10          Q.    Did you have a particular
11     focus during those 10 months?
12          A.    Yes, we were drilling
13     exploration wells, exploration and
14     appraisal wells offshore in southern
15     Argentina.
16          Q.    Where did you go from there?
17          A.    I went to NAM in Holland.
18          Q.    What year -- so that
19     would --
20          A.    '82.
21          Q.    '82?
22          A.    Yes.
23          Q.    And how long did you stay
24     there?
25          A.    A couple of years I guess.
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0018
 1                  BRIAN J. WARD
 2          Q.    Do you recall what your role
 3     was there?
 4          A.    Yes.  I was head of
 5     operations.
 6          Q.    Did you have any particular
 7     focus during that time period?
 8          A.    No.  It was a general job
 9     running the operations in the company.
10          Q.    Where did you move from
11     there?
12          A.    I then went to Sarawak in
13     Borneo.
14          Q.    How long were you in
15     Sarawak?
16          A.    A couple of years I guess.
17          Q.    It's the pattern I guess.
18     And what was your role there?
19          A.    Two or three years.  Three
20     years probably.  I was operations
21     manager.
22          Q.    Did you have any particular
23     focus during that time period?
24          A.    No.
25          Q.    Where did you move to after
0019
 1                  BRIAN J. WARD
 2     that?
 3          A.    I went to The Hague in head
 4     office.
 5          Q.    What year did you arrive in
 6     The Hague, if you remember?
 7          A.    I've forgotten where we're
 8     up to.
 9          Q.    You had just left --
10          A.    No I mean in years.
11          Q.    Sarawak, you said you were
12     there two or three years which I think
13     probably gets us to about '85.  Does
14     that sound right?
15          A.    Yeah.
16          Q.    It might have been a little
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17     later?  How long were you in Holland?
18          A.    Well, you know, all these
19     postings were two to three years.
20          Q.    Okay.  What was your title
21     when you were in The Hague?
22          A.    I was head of group drilling
23     operations and I ran their single
24     string ventures.
25          Q.    Now when you say group
0020
 1                  BRIAN J. WARD
 2     drilling operations, what does that
 3     encompass?
 4          A.    It means that my job was to
 5     oversee -- we spent several million
 6     dollars a year on drilling and my job
 7     was to oversee the management of our
 8     drilling operations around the world.
 9          Q.    So there was no particular
10     geographic focus, it was global?
11          A.    No, it was global.
12          Q.    And what is a single string
13     venture?
14          A.    Single string venture is
15     where you send a drilling rig somewhere
16     where your exploration people have said
17     we should drill a wildcat well, it
18     could be in Nepal, or Far East or
19     deepwater.
20          Q.    And when you use the term
21     wildcat well, can you explain what that
22     means?
23          A.    It means you haven't drilled
24     in that region before.
25          Q.    How long did you have that
0021
 1                  BRIAN J. WARD
 2     role as head of group drilling
 3     operations in the single string?
 4          A.    Two years.
 5          Q.    Do you recall who you
 6     reported to during that time period?
 7          A.    No, I can't recall his name.
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 8          Q.    Okay.  Do you recall where
 9     you moved from there?
10          A.    Yes.  I went to Aberdeen.
11          Q.    Do you know about where we
12     are now in terms of years?
13          A.    Yeah, we're early nineties
14     now.
15          Q.    What was your role in
16     Aberdeen?
17          A.    I was the production
18     director and deputy managing director
19     for Shell UK exploration and
20     production.
21          Q.    What were your
22     responsibilities as production
23     director?
24          A.    To oversee the -- the field
25     office, if you like, in Aberdeen.  We
0022
 1                  BRIAN J. WARD
 2     had two offices.  One was in London and
 3     one was in Aberdeen.  Aberdeen ran
 4     everything to do with the operation,
 5     and that was my job, to look after the
 6     operations in the North Sea.
 7          Q.    Did you have any different
 8     duties as deputy managing director or
 9     were those the same role?
10          A.    No, it wasn't.  The deputy
11     managing director just entailed if the
12     managing director is away I would take
13     over from him.
14          Q.    Okay.  Where did you move
15     from there?
16          A.    From there in 1994 I went to
17     Oman in the Middle East.
18          Q.    How long were you in Oman?
19          A.    Till 1999.
20          Q.    What was your title there?
21          A.    Managing director.
22          Q.    What were your
23     responsibilities as managing director
24     in Oman?
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25          A.    To oversee the running of
0023
 1                  BRIAN J. WARD
 2     the company and to manage the
 3     relationships with government
 4     ministers.
 5          Q.    Do you recall who you
 6     reported to during that time period?
 7          A.    I reported to, well, various
 8     people I guess.  Phil Watts was one of
 9     the people in the center whom I would
10     report to.
11          Q.    And what was his role at the
12     time?
13          A.    He was head of exploration
14     and production.
15          Q.    So you reported directly to
16     him when you were the MD of Oman?
17          A.    Correct.
18          Q.    Was he the head of EP the
19     entire time that you were the managing
20     director of Oman, if you recall?
21          A.    No, he wasn't, but the last
22     three years I guess.
23          Q.    The last three years?
24          A.    Yes.
25          Q.    So when you first got there
0024
 1                  BRIAN J. WARD
 2     there was somebody else in that
 3     position?
 4          A.    There was somebody else.
 5     Mark Moody-Stuart was the...
 6          Q.    Where did you go from Oman?
 7          A.    From Oman I went to the NAM
 8     in Holland.
 9          Q.    What year did you arrive
10     there?
11          A.    '99.
12          Q.    Do you recall what time of
13     year it was that you made the switch?
14          A.    It was the autumn of 1999.
15          Q.    What was your role in NAM?
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16          A.    I was the managing director.
17          Q.    Was there any particular
18     reason for the switch from Oman to NAM
19     at that time?
20          A.    I'd done nearly five years
21     in Oman, and it was time to rotate I
22     guess.
23          Q.    Did you have any particular
24     responsibilities in NAM that differed
25     in any way from your responsibilities
0025
 1                  BRIAN J. WARD
 2     in Oman?
 3          A.    Not really, but it was a
 4     very different company and therefore
 5     focus was very different.
 6          Q.    What was the focus in NAM?
 7          A.    I think the focus for myself
 8     was to try to downsize the company to
 9     something which related to the
10     operation size.  It had got too -- too
11     big at that time.
12          Q.    And who did you report to
13     during that time period when you were
14     at --
15          A.    Phil Watts.
16          Q.    Again, even though my
17     question was really so obvious, you've
18     got to wait until I finish.
19          A.    Sorry.
20          Q.    So that the record is clear
21     later on.
22                So when you were the
23     managing director of NAM you reported
24     directly to Phil Watts?
25          A.    Correct.
0026
 1                  BRIAN J. WARD
 2          Q.    And do you recall what his
 3     -- was that when he was still head of
 4     EP?
 5          A.    Yes.
 6          Q.    And how long were you at
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 7     NAM?
 8          A.    Two years, one and a half,
 9     two years.
10          Q.    And where did you go from
11     there?
12          A.    I went back to The Hague.
13          Q.    What was your title when you
14     went back to The Hague?
15          A.    Initially it was regional
16     business director.
17          Q.    For which particular area?
18          A.    For South America and for
19     Europe.
20          Q.    How long did you have that
21     position?
22          A.    The position was already in
23     transition when I got there, so it's
24     probably about 10 months.  We were
25     reorganizing at that time.
0027
 1                  BRIAN J. WARD
 2          Q.    And can you describe how the
 3     reorganization affected your position?
 4          A.    It affected my position in
 5     the sense that in the first case we
 6     went from an advisory role as regional
 7     business directors, to CEOs, chief
 8     executive officers for the region.  And
 9     secondly, I moved regions over to
10     Africa.
11          Q.    So after the reorganization
12     what was your title?
13          A.    CEO Africa, exploration and
14     production.
15          Q.    Is that also known as EPG?
16          A.    EPG was my department.
17          Q.    What do you mean by your
18     department?
19          A.    The people who worked for me
20     myself were collectively referred to as
21     EPG.
22          Q.    What was your department
23     referred to when you were the regional
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24     business director for South America and
25     Europe?
0028
 1                  BRIAN J. WARD
 2          A.    It didn't have a collective
 3     name.
 4          Q.    Do you recall when exactly
 5     you became the CEO for Africa
 6     exploration and production?
 7          A.    Not exactly.  It was
 8     probably early 2001.
 9          Q.    And then did you assume
10     Heinz Rothermund's position?
11          A.    Correct, when I initially
12     went there.
13          Q.    Meaning when you initially
14     became the regional business director
15     for South America and Europe?
16          A.    Yes.
17          Q.    When you took over for
18     Africa, who had held the responsibility
19     of that geographic area?
20          A.    We -- to the best of my
21     knowledge, in that reorganization
22     Africa was a separate entity that was
23     looked after, I'm not -- I'm not
24     entirely clear how that came about.  I
25     was in NAM when they were going through
0029
 1                  BRIAN J. WARD
 2     this reorganization.
 3          Q.    So when you took over for
 4     Rothermund do you recall whether or not
 5     he had been -- when you took over for
 6     Rothermund, do you recall whether he
 7     had been in charge of Africa as well?
 8          A.    He did have responsibilities
 9     for Africa, that's correct.  But the
10     main thrust at that time was in Europe
11     and South America.
12          Q.    And why was that?
13          A.    We had -- prior to the
14     reorganization, the operating companies
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15     were much more self-sustained and
16     independent in terms of management and
17     that's when we were regional business
18     directors.  SPDC specifically had its
19     full complement of management and
20     staff, technical, commercial.  So it
21     was a -- it was an entity which didn't
22     need a lot of support or was deemed not
23     to need a lot of support.  The idea was
24     to move to a much more direct line
25     responsibility and authority with the
0030
 1                  BRIAN J. WARD
 2     CEO being in the center and the, what
 3     used to be the managing directors in
 4     the various operating companies became
 5     production directors.
 6          Q.    Do you know why the change
 7     was made?
 8          A.    The change came out as a
 9     result of a study undertaken in The
10     Hague which I wasn't party to.  It was
11     done -- I think it was done to try to
12     accommodate the much more complex
13     nature of doing business around the
14     world as it was becoming.  If I went
15     back 20 years then the managing
16     director's job would be perhaps 70
17     percent technical and 30 percent other.
18     Today the managing director's job is
19     probably 90 percent other, 10 percent
20     technical.
21          Q.    And when you say other, can
22     you explain what some of those other
23     things are?
24          A.    Politics, negotiations on --
25     with governments about the joint
0031
 1                  BRIAN J. WARD
 2     venture agreements that you've got and
 3     so on, handling those was a real-time
 4     job which took up an awful lot of time.
 5          Q.    So was that a move made so
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 6     that more technical work was done
 7     centrally?
 8          A.    That came later.  That was a
 9     followup phase where we tried to
10     organization centers of excellence
11     centrally, in The Hague mainly, at that
12     time, and the idea being that we would
13     do the daily work in the operating
14     companies and the high level technical
15     expertise would be gained from The
16     Hague.
17          Q.    And when was that transition
18     started?
19          A.    During the time that I was
20     in the EPG or CEO role.
21          Q.    And did that have any
22     particular genesis that you recall?
23          A.    It was trying to keep up to
24     date with the times and the challenges
25     of running a global company.
0032
 1                  BRIAN J. WARD
 2          Q.    Were you involved directly
 3     in working on the formation of these
 4     centers of excellence?
 5          A.    Yes, I was.
 6          Q.    And what was your
 7     involvement?
 8          A.    I set up an outfit called
 9     technical operations and excellence,
10     TOE.
11          Q.    When did you set that up?
12          A.    2002 I guess.
13          Q.    Did you set it up at
14     anyone's direction?  Did that come out
15     of ExCom or did it --
16          A.    No, it -- it came out of
17     discussions with Walter van de Vijver.
18     I felt very strongly that we needed to
19     have a center of excellence that would
20     set basic standards for our operations
21     around the world.
22          Q.    And what was Mr. van de
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23     Vijver's view?
24          A.    He thought it was a good
25     idea.
0033
 1                  BRIAN J. WARD
 2          Q.    When did you begin having
 3     conversations with him about that?
 4          A.    I can't remember specific
 5     date.  I mean it would be around 2002.
 6     And 2001, beginning 2002.
 7          Q.    Prior to that time period
 8     had you had any interactions with Mr.
 9     van de Vijver?
10          A.    On a regular basis, yes.
11          Q.    And when did you start
12     interacting with him regularly?  What
13     position were you in?
14          A.    Mr. van de Vijver actually
15     phoned me from NAM and asked me to come
16     down and join him in The Hague.  I
17     might add that my first connection with
18     Mr. van de Vijver he worked for me in
19     Aberdeen.
20          Q.    So that was in the early
21     nineties?
22          A.    Yes, '90 to '94, '91 to '94.
23     Yeah, '90 to '94.
24          Q.    What was his function when
25     he was working for you in Aberdeen?
0034
 1                  BRIAN J. WARD
 2          A.    He was head of the Brent
 3     Field unit.
 4          Q.    And what did that unit do?
 5          A.    Its job was to manage the
 6     production and development and
 7     exploration around the Brent Field in
 8     -- in the North Sea.
 9          Q.    And how would you describe
10     your working relationship during that
11     time?
12          A.    It was very good.
13          Q.    And he eventually moved on
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14     to The Hague?
15          A.    Yes.
16          Q.    So in -- when you say that
17     he called you to go to The Hague, that
18     was in 2001?
19          A.    Mm-hmm.
20          Q.    What was his title at that
21     time?
22          A.    He took over from Mr. Watts
23     as head of E&P.  And I think prior to
24     that he was in the States.  So he'd
25     come from Aberdeen to the United
0035
 1                  BRIAN J. WARD
 2     States.
 3          Q.    Had you had any interaction
 4     with him during the time period that he
 5     was in the United States?
 6          A.    Not at all.
 7          Q.    So when he became head of
 8     E&P, he called you to ask you if you
 9     would come to The Hague to be the
10     regional business director for South
11     America and Europe; is that correct?
12          A.    Not exactly.  He had in mind
13     another organization which we -- we
14     didn't achieve at the time.
15          Q.    What organization was that?
16          A.    I think he -- his thoughts
17     were to have a chief operating officer.
18          Q.    Working directly under him?
19          A.    Yes.
20          Q.    And he wanted you to be that
21     person?
22          A.    Correct.
23          Q.    And when you say that was
24     something that he didn't achieve, what
25     do you mean?
0036
 1                  BRIAN J. WARD
 2          A.    Well, I mean they had
 3     discussions in the CMD which I'm not
 4     privy to.
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 5          Q.    And so that position was
 6     never created?
 7          A.    That position was never
 8     created.
 9          Q.    So when you came to The
10     Hague what position did you think you
11     were coming for?
12          A.    I knew I was coming to the
13     RBD position, but I expected it to be
14     for a short time.
15          Q.    Did you learn anything about
16     the discussions that went on regarding
17     a role that never was created?
18          A.    No.
19          Q.    When did the -- when you
20     went to The Hague initially, was this
21     technical operations and excellence
22     center part of the discussion?
23          A.    No, it wasn't.
24          Q.    That's something that came
25     up later?
0037
 1                  BRIAN J. WARD
 2          A.    Yes.
 3          Q.    Okay.  How long did you work
 4     -- how long were you involved in
 5     setting up the center for technical
 6     operations and excellence?
 7          A.    Well we -- I guess it took
 8     about six months before we finally
 9     staffed it.
10          Q.    And how large of a staff did
11     it have?
12          A.    Eight or nine people.
13          Q.    And who headed it up?
14          A.    Well, I was head of it I
15     guess to start with and then I clearly
16     couldn't handle all the daily work from
17     the -- from the T&OE group and I had a
18     deputy run it.
19          Q.    And who was that?
20          A.    John Bell.
21          Q.    And where was the center for
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22     technical operations and excellence?
23          A.    In The Hague, in Rijswijk.
24          Q.    In Rijswijk.  Were you
25     involved in any way in the creation of
0038
 1                  BRIAN J. WARD
 2     SDS?
 3          A.    No.
 4          Q.    Did you have any involvement
 5     with SDS at any time?
 6          A.    Yes.
 7          Q.    When did you first have
 8     involvement with SDS?
 9          A.    SDS, the evolution of SDS
10     was a subject discussed quite often in
11     the EP, ExCom.  So I was involved in
12     that sense.  I was involved in the
13     general discussions around setting up a
14     center of excellence for deepwater.
15          Q.    And was the center of
16     excellence for deepwater, did it have
17     any relationship with the center of
18     technical operations and excellence?
19          A.    Inevitably there were
20     overlaps.
21          Q.    What were those overlaps?
22          A.    If you -- in the T&OE group
23     we had a person responsible for our
24     engineering work, and SDS also had
25     people, tended to be more specialized
0039
 1                  BRIAN J. WARD
 2     people for running engineering
 3     projects.
 4          Q.    And did those people ever
 5     have any need to interact or occasion
 6     to interact?
 7          A.    They talked to each other,
 8     yes.
 9          Q.    And do you know any
10     circumstances that would require them
11     to talk to each other?
12          A.    It would usually be around
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13     staffing.
14          Q.    Were some of the engineers
15     that worked at the T&OE group ever sent
16     to SDS or vice versa?
17          A.    The T&OE group was not an
18     executive group per se.  The engineers
19     were still out in the operating
20     companies.  So the question would be a
21     discussion around a particular
22     individual if he was going to go to SDS
23     for a few years or whether he would
24     stay in an operating company or come
25     back to The Hague, that sort of
0040
 1                  BRIAN J. WARD
 2     discussion.
 3          Q.    Was there any exchange of
 4     technical information between the TOE
 5     group and SDS?
 6          A.    There tended to be -- T&OE
 7     tended to specialize much more on our
 8     normal standard engineering work.  SDS
 9     was specialized in deepwater.  So there
10     wasn't a huge amount of technical
11     overlap.
12          Q.    So if there was ever a
13     deepwater question that would be
14     directed to SDS?
15          A.    Not to start with.  SDS
16     started off as the American
17     organization, or Shell arm looking
18     after the Gulf of Mexico.  That's where
19     it all started.  And it took, I guess
20     it's still going on now, I don't know,
21     because I left two years ago, but it
22     took a long time for that to evolve
23     into a center of excellence which other
24     operating companies would call on if
25     required.
0041
 1                  BRIAN J. WARD
 2          Q.    But that did eventually
 3     happen?

file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt (25 of 142)9/18/2007 3:53:24 PM

Case 3:04-cv-00374-JAP-JJH     Document 366-3      Filed 10/10/2007     Page 25 of 198



file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt

 4          A.    It happened where it could
 5     happen.  There's a lot of difficulties
 6     in a global company in running things
 7     globally because the national
 8     governments, quite understandably,
 9     don't like to have their engineers
10     supplanted by people working somewhere
11     far in the distance, certainly not in
12     their country.  So in a place like the
13     UK, then SDS could be much more
14     involved than in a place like Nigeria,
15     for example.
16          Q.    SDS did get involved in
17     Nigeria, did they not?
18          A.    They got -- they got
19     involved in what we call the front end
20     work, the exploration type work,
21     geology, seismic interpretation, that
22     sort of stuff, and they did what we
23     call basin studies for us for the whole
24     of the Niger Delta offshore, because we
25     knew that Niger Delta offshore was
0042
 1                  BRIAN J. WARD
 2     going to be a big thing.
 3          Q.    Prior to your involvement
 4     with the TOE, had you had any
 5     involvement with any centers in the
 6     United States dealing with technical
 7     expertise such as the Bellaire
 8     Technology Center?
 9          A.    None at all.
10          Q.    When you say that the TOE
11     began with discussions with Walter van
12     de Vijver, did you initiate those
13     conversations or did he?
14          A.    I did.
15          Q.    And why did you do that?
16          A.    Because I felt the need for
17     it.
18          Q.    Was he receptive?
19          A.    Yes, he was.
20          Q.    And what transpired after
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21     the discussions?  Were there formal
22     presentations made?
23          A.    Yes, I mean basically I went
24     away and worked with other people to
25     see what form this organization could
0043
 1                  BRIAN J. WARD
 2     take.  I guess we would have presented
 3     it in the ExCom, got the green light
 4     and then we staffed it, and that's --
 5     that's how it got started.
 6          Q.    Once you came to The Hague
 7     in 2001, did you have any direct
 8     interaction with Mr. Watts?
 9          A.    My direct interaction would
10     not be on a daily basis at all.  In
11     other words, I didn't deal with him in
12     terms of my job.  But of course I saw
13     him quite often.
14          Q.    Now just to finish out your
15     career, I think we've got you as the
16     CEO of Africa and now it's 2002?
17          A.    Yes.
18          Q.    How long did you remain in
19     that position?
20          A.    Until October 2004.
21          Q.    And what happened at that
22     point?
23          A.    I beg your pardon?
24          Q.    And what happened at that
25     point, did you retire?
0044
 1                  BRIAN J. WARD
 2          A.    I retired.
 3          Q.    Was that a voluntary
 4     retirement?
 5          A.    Yes, it was.
 6          Q.    Just in the normal course
 7     of --
 8          A.    Well, I'd done a year extra.
 9     So it was --
10          Q.    You were beyond and above
11     the call of duty?
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12          A.    Yes.
13          Q.    Do you -- have you had any
14     interaction with Shell officially since
15     you retired?  Have you been on any
16     advisory boards or anything?
17          A.    No, I've done some
18     consultancy work for some oil companies
19     and in that role I've contacted Shell
20     on several occasions.
21          Q.    Are any of the oil companies
22     that you've consulted with companies
23     that Shell is involved with?
24          A.    No.
25          Q.    Which companies have you
0045
 1                  BRIAN J. WARD
 2     done consulting work with?
 3          A.    Well --
 4                MR. CLARK:  Is it
 5     confidential?
 6          A.    Yes, I mean --
 7                MR. CLARK:  Does it matter?
 8                MS. MARSHALL:  No, that's
 9     fine.
10          Q.    Since I've gone through your
11     employment history, if you need to take
12     a quick break before we get to the next
13     subject, I'm happy for you to do that,
14     it's up to you.
15                MR. CLARK:  Let's take five
16     minutes.
17                THE VIDEO OPERATOR:  Off the
18     record.  The time is 10:50.
19                (A recess was taken.)
20                THE VIDEO OPERATOR:  Back on
21     the record, the time is 11:06.
22          Q.    Okay, Mr. Ward, if we turn
23     back, not all the way back to the
24     beginning of your time at Shell, but
25     back to when you were in Oman, do you
0046
 1                  BRIAN J. WARD
 2     recall during your time in Oman whether
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 3     or not you had any responsibilities
 4     with respect to the reporting of
 5     reserves?
 6          A.    I was the managing director
 7     for the company and therefore had
 8     responsibility for what went on in the
 9     company, but I wasn't directly involved
10     in the management or reporting of
11     reserves myself.
12          Q.    And who was during that time
13     at the company?
14          A.    A senior reservoir engineer.
15          Q.    And do you recall what his
16     name was?
17          A.    No, I don't.
18          Q.    Could it have been Stewart
19     Clayton?
20          A.    No.
21          Q.    What was Stewart Clayton's
22     role?
23          A.    I don't recall Stewart
24     Clayton.
25          Q.    Is PDO the name of the
0047
 1                  BRIAN J. WARD
 2     operating company in Oman?
 3          A.    Correct.
 4          Q.    When you were the managing
 5     director of PDO, do you recall any
 6     specific issues with respect to
 7     reserves during your time there?
 8          A.    The specific issues I recall
 9     are to do with production rather than
10     reserves.
11          Q.    And what were the issues
12     with respect to production that you
13     recall?
14          A.    We had managed to improve
15     our production rates year on year for
16     many years.  It was quite clear that we
17     would be unable to continue
18     indefinitely doing that, and that was
19     -- it was a lot of focus of my
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20     attention on that particular issue.
21          Q.    Do you recall at any point
22     in time there being issues with
23     production, problems with production?
24          A.    The forward look for
25     production was an issue.
0048
 1                  BRIAN J. WARD
 2          Q.    Why was that?
 3          A.    Because the year-on-year
 4     increases couldn't continue.
 5          Q.    And why was that, just
 6     because there wasn't enough oil in the
 7     ground?
 8          A.    Because there wasn't enough
 9     resource developed.
10          Q.    Were there -- what was the
11     situation with respect to Shell's
12     license in Oman?
13          A.    We had a license until 2012.
14          Q.    When you were in Oman, was
15     there any talk of extending that
16     license?
17          A.    Yes.
18          Q.    Can you describe what was
19     going on when you were there with
20     respect to the license?
21          A.    We were developing an LNG
22     plant whose period was a 20 year period
23     and we would hope to expand that.  And
24     that went beyond the 2012 license
25     expiry date, and therefore, we wanted
0049
 1                  BRIAN J. WARD
 2     to enter into negotiations with the
 3     government about the extension of the
 4     2012 license period.
 5          Q.    Were you involved in those
 6     negotiations?
 7          A.    No, I wasn't.
 8          Q.    Do you know who was involved
 9     in those negotiations?
10          A.    No, I don't.
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11          Q.    Did they begin while you
12     were in Oman, or did they start later?
13          A.    Not formally, no.
14          Q.    So when you were there it
15     was something that was being discussed
16     internally?
17          A.    Yes.
18          Q.    While you were at PDO, was
19     there any conversation with respect to
20     reserve reporting and the license
21     issue?
22                MR. CLARK:  Objection;
23     vagueness.
24          Q.    You can answer the question
25     if you understand it.
0050
 1                  BRIAN J. WARD
 2          A.    Could you repeat the
 3     question.
 4          Q.    Sure.  While you were at PDO
 5     were there any -- was there any
 6     conversation with respect to reserve
 7     reporting and the license issue?
 8                MR. CLARK:  Same objection.
 9          Q.    You can answer the question
10     if you understand it.
11          A.    Okay.  There was an issue
12     around reserve reporting while I was in
13     Oman, and I was involved marginally in
14     that discussion.
15          Q.    What was the issue?
16          A.    The issue was that Shell
17     felt they were being conservative with
18     their reserve reporting and we were
19     looking at ways to enhance our reserve
20     reporting.
21          Q.    When you say Shell felt they
22     were being conservative, is the they
23     Shell or is the they Oman, just so it's
24     clear?
25          A.    The they in this case is
0051
 1                  BRIAN J. WARD
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 2     Shell.
 3          Q.    Okay.  So Shell felt that
 4     Shell was being conservative in its
 5     reporting, reserve reporting?
 6          A.    What had happened was that
 7     in various fields, joint venture fields
 8     our partners were reporting more
 9     reserves than we were.
10          Q.    And who were your partners
11     on those fields?
12          A.    In the North Sea, Exxon, for
13     example.
14          Q.    And how were you aware of
15     what they were reporting?
16          A.    I can't answer that
17     question.
18          Q.    Did you recall ever having
19     conversations with Exxon about the way
20     that they were reporting?
21          A.    I didn't personally, no.
22          Q.    Do you know if anybody
23     within Shell or PDO was having such
24     conversations?
25          A.    No, I don't know.
0052
 1                  BRIAN J. WARD
 2          Q.    How do you recall this issue
 3     being brought to your attention?
 4          A.    It was a general issue in
 5     operating companies where technical
 6     staff were reviewing our reserves
 7     reporting processes.
 8          Q.    What was your understanding
 9     of the reserve reporting process in PDO
10     at that time?
11          A.    As far as I can recall it
12     was a purely conventional reserves
13     reporting process with a proven and
14     expectation reserves.
15          Q.    What was your understanding
16     of the term proved reserves at that
17     time?
18          A.    The reserves had a
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19     probability of existing of more than 85
20     percent.
21          Q.    Was there any other criteria
22     that you were aware of for a reserve to
23     be considered a proved reserve at that
24     time?
25          A.    No.
0053
 1                  BRIAN J. WARD
 2          Q.    Did you understand at that
 3     time for there to be a difference
 4     between proved developed and proved
 5     undeveloped reserves?
 6          A.    No.
 7          Q.    Did you understand there to
 8     be a difference between proved reserves
 9     and expectation reserves at that time?
10          A.    Yes.
11          Q.    What did you understand the
12     difference to be?
13          A.    The probability of 50
14     percent was applied to expectation
15     reserves.
16          Q.    Do you now understand there
17     to be a difference between proved
18     developed and proved undeveloped
19     reserves?
20          A.    I know the difference
21     between the two, yes.
22          Q.    Do you recall when you
23     learned the difference?
24          A.    I don't recall ever really
25     using that on a daily basis within
0054
 1                  BRIAN J. WARD
 2     Shell.  It wasn't a common parameter
 3     that was used, but it was known.
 4          Q.    When did it become known to
 5     you?
 6          A.    I can't recall.
 7          Q.    Is it something that you
 8     recall ever being discussed while you
 9     were in Oman?
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10          A.    No.
11          Q.    When you were in Oman, did
12     you have any responsibility for
13     determining whether reserves could be
14     considered proved?
15          A.    Personal involvement, no.
16          Q.    Did you have any other kind
17     of involvement?
18          A.    Only as overseer of the
19     company.
20          Q.    In your role as an overseer,
21     did you have any responsibilities for
22     overseeing the determination of whether
23     reserves could be considered proved?
24          A.    No.
25          Q.    When you were in Oman, did
0055
 1                  BRIAN J. WARD
 2     you understand there to be
 3     prerequisites for reserves to be
 4     considered proved?
 5          A.    Yes.
 6          Q.    What did you understand
 7     those prerequisites to be?
 8          A.    There were various criteria
 9     that our reservoir engineers used based
10     on our reserve reporting guidelines.
11          Q.    And do you recall whether or
12     not you were aware what those
13     guidelines were when you were in Oman?
14          A.    I would be able to
15     understand the technology that people
16     would talk me through if there was a
17     discussion about proven reserves, but I
18     was never really -- I can't recall ever
19     having a serious discussion about
20     proved reserves there.
21          Q.    Do you recall either --
22     strike that.
23                Do you recall prior to your
24     time in Oman whether you received any
25     formal training with respect to
0056
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 1                  BRIAN J. WARD
 2     reserve --
 3          A.    No, I didn't.
 4          Q.    -- categorization?
 5          A.    Sorry.  No, I didn't.
 6          Q.    Have you subsequently
 7     received any formal training with
 8     respect to reserves categorization?
 9          A.    No, I haven't.
10          Q.    Have you ever seen Shell
11     Group guidelines with respect to
12     reserves?
13          A.    No, I haven't.
14          Q.    When you were employed by
15     Shell, were you aware of SEC Rule 4-10?
16          A.    No.
17          Q.    Are you aware of SEC Rule
18     4-10 now?
19          A.    I am aware of criteria
20     specified by the SEC for proved
21     reserves reporting.
22          Q.    How did you become aware of
23     this -- that there were such criteria?
24          A.    During the period 2000 to
25     2004 the awareness of the SEC
0057
 1                  BRIAN J. WARD
 2     compliance within Shell started to --
 3     within Shell outside the US I should
 4     say, started to become more widely
 5     known.  So I guess the answer to your
 6     question is from about 2000 onwards,
 7     2001 onwards.
 8          Q.    But prior to that time you
 9     had no awareness of there being such a
10     rule as that --
11          A.    No.
12          Q.    -- correct?
13          A.    Correct.
14          Q.    Do you recall in the
15     mid-1990s in Oman periods of production
16     slow-down?
17          A.    We had to work harder and
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18     harder in terms of investment and
19     operations to maintain production, the
20     same production or increased
21     production.
22          Q.    Did that require the
23     drilling of additional wells?
24          A.    It did.
25          Q.    And did this indicate an
0058
 1                  BRIAN J. WARD
 2     underlying problem in your mind?
 3          A.    I wouldn't call it a
 4     problem.  I would call it a challenge
 5     which every oil producer is faced with
 6     at some time.
 7          Q.    Do you recall a point in
 8     time when you realized that this was
 9     not a -- this was going to become a
10     larger problem in Oman?
11          A.    Yes, I do.
12          Q.    And do you recall when
13     approximately that was?
14          A.    Approximately '97.
15          Q.    Do you recall whether or not
16     you had communications with Mr. Watts
17     about this underlying -- you didn't
18     want to call it a problem -- condition?
19                MS. LATIMER:  Object to the
20     form.
21          Q.    A challenge, you used the
22     term challenge.  Do you recall whether
23     or not you had conversations with Mr.
24     Watts about this challenge?
25                MS. LATIMER:  Object to the
0059
 1                  BRIAN J. WARD
 2     form.
 3          Q.    You can answer the question.
 4          A.    In general, in general
 5     terms, yes, because in our
 6     relationships with the government and
 7     the Sultan of Oman we had always been
 8     able to show graphs of increasing
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 9     production with increasing reserves,
10     and this, as I said before, was going
11     to start coming to an end and that was
12     an issue that needed to be managed with
13     the government.
14          Q.    Do you recall whether or not
15     during that time period -- I guess
16     we're talking about 1997; is that
17     correct?
18          A.    As best I can recall, the --
19     the issue in terms of declining
20     production was tackled around 1997,
21     yes.
22          Q.    And did it remain an issue
23     during the rest of your tenure at --
24          A.    Correct.
25          Q.    -- Oman?
0060
 1                  BRIAN J. WARD
 2          A.    Yes.
 3          Q.    And how were those concerns
 4     addressed with the Government of Oman?
 5          A.    I reorganized the company so
 6     that we had separate units looking
 7     after different areas in Oman, and the
 8     reason for doing that was to avoid
 9     dependence upon a few large fields in
10     Oman at that time.
11          Q.    Were there particular fields
12     that were becoming problematic?
13          A.    There were three fields, one
14     of which, Ybal Field, was a major
15     problem.
16          Q.    Why was it a problem?
17          A.    Because we were running out
18     of drilling locations to drill to
19     increase production.
20          Q.    As the production problems
21     were becoming more of an issue, do you
22     recall whether there were any
23     conversations with respect to any
24     implications on reserve reporting?
25                MR. CLARK:  Objection;
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0061
 1                  BRIAN J. WARD
 2     mischaracterizes prior testimony.
 3          Q.    You can answer the question
 4     if you understand it.
 5          A.    Can you repeat the question,
 6     please.
 7          Q.    Sure.  As the production
 8     problems were becoming more of an
 9     issue, do you recall whether there were
10     any conversations with respect to any
11     implications on reserve reporting?
12                MR. CLARK:  Same objection.
13          A.    I don't have any
14     recollection of tying reserves
15     particularly, or resource space
16     particularly to production.  The issue
17     was developing that resource rather
18     than not having the resource.
19          Q.    What do you -- when you say
20     the issue was developing the resource,
21     can you explain what you mean by that?
22          A.    Okay.  There was a large
23     number of fields in Oman.  We had a
24     considerable dependency on three or
25     four major fields and the smaller
0062
 1                  BRIAN J. WARD
 2     fields and more complex fields weren't
 3     at the same stage of development as the
 4     larger fields.
 5                The issue was how much more
 6     effort did you need to be able to bring
 7     those smaller fields into play to
 8     replace the declining production from
 9     the bigger fields.
10          Q.    And were conclusions reached
11     about how much more effort would be
12     required to bring those smaller fields
13     into play to replace the declining
14     production from the bigger fields?
15          A.    Not during my tenure.  We
16     worked hard at it, we reorganized, but
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17     the final solution came quite a long
18     time after I left.
19          Q.    And what was the final
20     solution?
21          A.    Lots more effort, lots more
22     money.
23          Q.    Now, during the 1999 time
24     period do you recall there being an
25     audit of PDO by the GRA, the Group
0063
 1                  BRIAN J. WARD
 2     Reserves Auditor?
 3          A.    I don't recall it.
 4          Q.    Do you recall in 1999 that
 5     there was a view that the proved
 6     reserves that were coming out of PDO
 7     were too conservative?
 8          A.    Not in any other context
 9     than the overall issue around
10     conservative reserve reporting.
11          Q.    What do you mean by the
12     context of the overall issue?
13          A.    Earlier I mentioned that we
14     had a concern within Shell, in the
15     Shell Group that we were too
16     conservative with our reserve
17     reporting.  So all the large operating
18     companies were being looked at by our
19     technical staff to see how we were
20     doing it.
21          Q.    Do you recall that Oman was
22     being looked at?
23          A.    In -- in terms of technical
24     staff looking at how we were reporting,
25     yes, I was aware that they were doing
0064
 1                  BRIAN J. WARD
 2     that.
 3          Q.    And how were you -- how was
 4     it that you were aware that they were
 5     doing that?
 6          A.    We would get visits from
 7     technical staff to PDO.
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 8          Q.    Do you recall having any
 9     discussions with Mr. Watts about how
10     Oman was, or PDO was reporting
11     reserves?
12          A.    At that time, it was Mr.
13     Moody-Stuart that I was reporting to,
14     not Mr. Watts.
15          Q.    When did Mr. Watts --
16          A.    This was later, after I left
17     -- sorry, no, it was about 1999,
18     towards the end of my tenure in Oman
19     that I started.  Mr. Watts was replaced
20     by Mr. -- sorry, Mr. Moody-Stuart was
21     replaced by Mr. Watts.
22          Q.    Do you recall having
23     conversations -- what, if anything, do
24     you recall about conversations with Mr.
25     Moody-Stuart regarding the manner in
0065
 1                  BRIAN J. WARD
 2     which PDO was reporting reserves?
 3          A.    I didn't have that
 4     conversation.
 5          Q.    Did you have any such
 6     conversations with Mr. Watts?
 7          A.    No, I didn't.
 8          Q.    Did you ever have any
 9     interaction with Mr. Watts about
10     reserve reporting when you were in
11     Oman?
12          A.    Only to the extent that I've
13     already explained in the sense that we
14     had an issue with managing the
15     Government of Oman whereby we had to
16     either reduce our production or we had
17     to spend a lot more money, both of
18     which would have been highly
19     unpalatable to the Government of Oman
20     at that time.
21          Q.    And do you recall Mr. Watts
22     taking a view on that?
23          A.    I don't recall Mr. Watts
24     taking a view on that.
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25          Q.    And do you recall in 2000
0066
 1                  BRIAN J. WARD
 2     there was an agreement made with the
 3     Oman government to perform technical
 4     and study work necessary in order for
 5     PDO to revise its reserve estimates?
 6          A.    I was aware after I'd left
 7     Oman in 1999 that we continued with
 8     support for PDO from -- from The Hague,
 9     but I wasn't involved.
10          Q.    Do you recall that there was
11     a new methodology adopted in PDO in
12     order to increase proved reserves?
13          A.    I remember there were
14     discussions about a new methodology.
15     My understanding and recollection is
16     that not a lot changed.
17                MS. MARSHALL:  I'm going to
18     show you a document that we'll mark as
19     exhibit, Ward Exhibit 1 for
20     identification.  It's marked Bates LON
21     00010726 through 728.
22                     (Ward Exhibit 1 for
23     identification, Bates stamped LON
24     00010726 through 728.)
25          Q.    You want to take a moment
0067
 1                  BRIAN J. WARD
 2     and look through the document.
 3          A.    Thank you.
 4          Q.    To see if you're familiar
 5     with it or you recognize it.  Because
 6     it's an email chain, the way the
 7     document reads, I find, you may not
 8     find this, if you look at the last
 9     email and read that first.
10          A.    Okay, thank you.
11          Q.    I think it will be more
12     helpful.
13                MS. MARSHALL:  For the
14     record, there's an attachment
15     referenced in the email that begins on

file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt (41 of 142)9/18/2007 3:53:24 PM

Case 3:04-cv-00374-JAP-JJH     Document 366-3      Filed 10/10/2007     Page 41 of 198



file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt

16     page Bates 10727 ending 10728.  We were
17     not able to locate the attachment in
18     the manner in which the documents were
19     produced.
20                MR. CLARK:  Do you want him
21     to look at all the emails, even the
22     ones he's not on?
23                MS. MARSHALL:  He doesn't
24     need to look at the emails --
25                MR. CLARK:  I think he's
0068
 1                  BRIAN J. WARD
 2     only on the first one, right?
 3          Q.    Yes, I would like you to
 4     look at the one before that which is
 5     from Mr. Watson, just quickly.
 6          A.    Okay, I've read that one.
 7          Q.    Do you recognize this email
 8     exchange that begins on Bates Page
 9     10727, it's an email dated August 1st,
10     1998 that appears to be from you?
11          A.    Other than in the prep work
12     for this deposition, no.  I don't
13     recall it.
14          Q.    But you reviewed it in the
15     last few days?
16          A.    Yesterday.
17          Q.    Do you recall the
18     circumstances surrounding this email?
19          A.    The -- my position was that
20     reserves definitions within PDO at that
21     time were not an issue, not a major
22     issue which needed any sort of priority
23     and should be sorted between the
24     technical staff.  So I felt comfortable
25     that the issue would be sorted.
0069
 1                  BRIAN J. WARD
 2          Q.    Do you recall prior to this
 3     email -- well, first let me ask you who
 4     is Mr. Watson?
 5          A.    Mr. Watson was a colleague
 6     that worked for a regional
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 7     organization.
 8          Q.    Which regional organization?
 9          A.    Shell Group E&P regional
10     organization -- no, sorry, it's not
11     E&P.  It's Shell Group regional
12     organization where people were
13     appointed to this group to oversee
14     regions from outside the specific
15     discipline, in my case E&P.
16          Q.    And do you recall having
17     discussions or correspondence with him
18     regarding the reserve reporting
19     guidelines?
20          A.    No, I don't recall that.
21          Q.    Do you recall the SIEP value
22     creation team?
23          A.    No, I don't recall them.
24          Q.    Do you recall discussions
25     about changes in reserve reporting
0070
 1                  BRIAN J. WARD
 2     guidelines as it related to PDO?
 3          A.    I was aware of the general
 4     issue around reporting guidelines.  I
 5     wasn't involved personally.
 6          Q.    If you look at this email,
 7     is it not a discussion about changes in
 8     reserve reporting guidelines?
 9          A.    It is.
10          Q.    If you weren't involved in
11     the issue around reserve reporting
12     guidelines, do you have any idea why
13     you would have drafted this email?
14          A.    I wouldn't have drafted it.
15          Q.    Okay.  Do you know who would
16     have drafted it?
17          A.    My senior reservoir engineer
18     probably, but I don't know the answer
19     to that question.
20          Q.    Do you know why you would
21     have -- I mean it appears to be sent
22     from you, correct?
23          A.    Correct.
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24          Q.    Can you explain to me how
25     this might have happened?
0071
 1                  BRIAN J. WARD
 2          A.    Quite often at a technical
 3     level the correspondence needed to be
 4     brought to a higher level for
 5     conclusion, and I guess this was one of
 6     those cases.  I will have looked at it
 7     or I will have heard somebody tell me
 8     about it and I'll have said fine, go
 9     ahead.
10          Q.    Okay.  So you don't have any
11     specific recollection of the
12     implications of this discussion?
13          A.    No.
14          Q.    And you have no recollection
15     of any inquiries from the value
16     creation team regarding how PDO was
17     reporting reserves?
18          A.    No, they certainly, as far
19     as I can recollect, didn't talk to me.
20          Q.    Do you know who they would
21     have talked to?
22          A.    They would have talked to my
23     technical people and reservoir
24     engineers within PDO.
25          Q.    And do you recall who those
0072
 1                  BRIAN J. WARD
 2     reservoir engineers would have been?
 3          A.    Well, one of them was Chris
 4     Kennett because I remember him and he's
 5     on this email.
 6          Q.    Do you recall that at year
 7     end 2000 there was an increase in the
 8     reserves, proven reserves reported by
 9     PDO?
10                MR. CLARK:  Are you asking
11     about the year 2000?
12                MS. MARSHALL:  Yes.
13          A.    No, I don't recall.
14          Q.    Do you recall at some point
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15     there being a steep decline in
16     production in PDO?
17          A.    I was aware of a steep
18     decline in production in PDO after I'd
19     left.
20          Q.    Was that in 2001?
21          A.    That would be my guess, yes.
22          Q.    Do you recall there being an
23     agreement with the Government of Oman
24     regarding expectation booking fees?
25          A.    Yes, I do.
0073
 1                  BRIAN J. WARD
 2          Q.    What do you recall about
 3     that?
 4          A.    The principle of the
 5     discussion was the minister for oil and
 6     gas felt uncomfortable with paying for
 7     reserves bookings, which is part of our
 8     agreement with the government there and
 9     has been for many, many years.  He
10     seemed to feel that we were paying,
11     they were paying twice for the oil,
12     once when we found it in the ground and
13     again paying us when we produced it.
14          Q.    And at some point was there
15     an exchange of -- where Shell had to
16     pay $30 million --
17          A.    I don't --
18          Q.    -- in turn to the Oman
19     government?
20          A.    I don't recall that.
21          Q.    Do you recall, and at this
22     point I assume you were at EPG, a
23     withdrawal of the 2002 business plan in
24     Oman?
25          A.    Sorry, could you repeat the
0074
 1                  BRIAN J. WARD
 2     question.
 3          Q.    Do you recall learning that
 4     in 2001 PDO had to withdraw the 2002
 5     business plan because of the decline in
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 6     production?
 7          A.    I was aware that they were
 8     going through considerable difficulties
 9     with respect to the business plan, but
10     I wasn't involved.
11          Q.    Do you recall whether when
12     you were at PDO reserve -- reserves
13     were part of how Shell looked at how
14     well PDO was doing?
15                MR. CLARK:  Objection;
16     vagueness.
17          Q.    You can answer the question.
18                MR. CLARK:  If you
19     understand it.
20          A.    Reserves were part of our
21     scorecard as I recall.
22          Q.    And can you recall how they
23     were part of the scorecard?
24          A.    We were given a target of
25     new reserves on the scorecard to
0075
 1                  BRIAN J. WARD
 2     achieve during the year.  That target
 3     would be based on our own planning.
 4                MR. CLARK:  Were you talking
 5     about proved or expectation reserves?
 6                THE WITNESS:  Expectation
 7     reserves.
 8          Q.    Was -- during the time that
 9     you were in Oman, were you able to meet
10     those targets?
11          A.    I can't recall.  It would
12     have changed over year to year.
13          Q.    Okay.  Do you recall any
14     conversations regarding reserves in
15     Oman, proved reserves in Oman that
16     involved bringing proved reserves of
17     mature fields in line with expectation
18     reserves?
19          A.    I don't recall that detail.
20          Q.    How would you characterize
21     your relationship with Mr. Watts while
22     you were --
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23          A.    Business-like.
24          Q.    How would you characterize
25     your relationship with Mr. van de
0076
 1                  BRIAN J. WARD
 2     Vijver?
 3          A.    Business-like.  I had a
 4     certain affinity for Mr. van de Vijver.
 5     I think that was reciprocated.
 6          Q.    Did you ever hear anyone
 7     express a position that reserves booked
 8     during Watts's tenure as head of EP
 9     were aggressive?
10                MS. LATIMER:  Object to the
11     form.  No foundation.
12          Q.    You can answer the question.
13          A.    I didn't hear that
14     statement.  I don't recall hearing that
15     statement whilst he was in the E&P
16     position.
17          Q.    Did you ever hear that
18     sentiment expressed after he left the
19     E&P position?
20                MS. LATIMER:  Same
21     objection.
22          A.    There was an issue whereby
23     it was considered that perhaps we'd
24     borrowed too much from the future or
25     booked too aggressively, in your words,
0077
 1                  BRIAN J. WARD
 2     which left us with a problem in booking
 3     reserves of the day because, if you
 4     like, they'd already been booked.
 5          Q.    And was that in any part
 6     attributed to Mr. Watts's tenure at EP?
 7                MS. LATIMER:  Object to the
 8     form.
 9          A.    These were the guys that
10     were sitting on the chair, so the
11     overall focus on our business and where
12     we had to put our focus came from Mr.
13     Watts, and Mr. van de Vijver later.
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14          Q.    So when you say that there
15     was an issue whereby it was considered
16     that perhaps we borrowed too much from
17     the future which left us with a problem
18     in booking reserves of the day because
19     they'd already been booked, when was
20     that issue first raised that you can
21     recall?
22          A.    When I first went on to the
23     EP executive committee.
24          Q.    And when was that?
25          A.    2001.
0078
 1                  BRIAN J. WARD
 2          Q.    And do you recall who first
 3     raised that at the executive committee
 4     level?
 5          A.    The issue of reserves --
 6     perhaps a bit of background, can I give
 7     you a little background?
 8          Q.    That would be great.
 9          A.    We, for good or ill, had
10     joined with other oil companies in
11     presenting our results on a fairly
12     frequent basis, and not only results,
13     but targets.  One of those targets was
14     reserves, another one was production,
15     another one was unit costs, and another
16     one was return on capital employed.
17     And we had clearly those particular
18     parameters were in some cases mutually
19     exclusive.
20                So indeed in the ExCom we
21     used to discuss those particular issues
22     on a frequent basis.  It wasn't a one
23     person, one issue type of deal.  It was
24     managing the company in general and how
25     did we handle meeting targets with
0079
 1                  BRIAN J. WARD
 2     conflicting performance indicators.
 3          Q.    And when you say that we had
 4     joined with other oil companies in
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 5     presenting our results on a fairly
 6     frequent basis, when you say
 7     presenting, can you describe what you
 8     mean?
 9          A.    Sorry, presenting to
10     analysts.
11          Q.    Okay.  And do you recall
12     whether that had been a change that was
13     occurring at some point in time?
14          A.    Yes.
15          Q.    And do you recall when that
16     started happening?
17          A.    I guess approximately at the
18     turn of the century, 2000.  It was an
19     industry-wide trend with the exception
20     of Exxon Mobil, maybe some others that
21     I don't know of.
22          Q.    Were you ever involved in
23     any analyst presentations?
24          A.    No, I wasn't.
25          Q.    Was it something that --
0080
 1                  BRIAN J. WARD
 2     strike that.
 3                When the issue of -- I want
 4     to use your exact words or else I'm
 5     going to get a series of objections, it
 6     will just make it easier.  So this will
 7     take me a second to figure out how to
 8     do this.
 9                When you said that perhaps
10     the issue came up that perhaps you'd
11     borrowed too much from the future, was
12     that an issue that the company was
13     concerned was going to be picked up by
14     analysts?
15          A.    That was a concern that we
16     were aware of because our reserves
17     replacement ratio stacked up poorly
18     against the competition at that time.
19          Q.    And can you explain how the
20     reserve replacement ratio was
21     implicated by the issue of borrowing
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22     too much from the future?
23          A.    When you book reserves,
24     there is a certain flexibility afforded
25     to the company as to when they book
0081
 1                  BRIAN J. WARD
 2     them, and it will depend upon the
 3     status of field development planning,
 4     appraisal well drilling and so on.  You
 5     can use that flexibility to accelerate,
 6     for example, appraisal well drilling,
 7     to allow the company to book reserves
 8     earlier.
 9                If your replacement ratio is
10     low, clearly you want to book reserves
11     in the year that it's low.  If you have
12     already taken those reserves and
13     accelerated their booking into prior
14     years, they're not available for you to
15     book in the year where you have a
16     problem with reserves replacement.
17          Q.    When you say that there's a
18     certain flexibility afforded to the
19     company, where does this flexibility
20     come from?
21          A.    In every operating company
22     they have field development exploration
23     and appraisal plans in place.
24     Depending on the resource applied, the
25     time taken to execute those plans is X.
0082
 1                  BRIAN J. WARD
 2     If you wish to apply more money and
 3     more resources, you can shorten the
 4     length of time it takes to execute
 5     those plans and therefore bring forward
 6     reserves bookings.
 7          Q.    Do you recall being aware of
 8     a correlation between the VAR process
 9     and reserve bookings back in 2001?
10                MR. CLARK:  Objection to
11     form.
12          Q.    You can answer.
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13          A.    I'm aware of the correlation
14     between the VAR process and reserves
15     bookings, yes.
16          Q.    What is the correlation?
17          A.    We would expect at that time
18     to have reached VAR and past VAR 3,
19     which is concept selection, meaning
20     that we've got a development plan in
21     place before we would book the
22     reserves.
23          Q.    Do you recall a requirement
24     -- do you recall discussions of a
25     requirement for a final investment
0083
 1                  BRIAN J. WARD
 2     decision as being part of the reserve
 3     booking process?
 4          A.    I recall that discussion,
 5     yes.
 6          Q.    What do you recall about
 7     that discussion?
 8          A.    I recall that it would be a
 9     more conservative approach, if we
10     wished to take a more conservative
11     approach, to book it FID rather than at
12     VAR 3 level.
13          Q.    Where -- when do you recall
14     that discussion being had?
15          A.    I don't think I recall any
16     particular discussion on it.  It was --
17     it was something that evolved as we
18     went through the SEC awareness,
19     compliance awareness, which was a
20     evolutionary type of awareness on the
21     group and on staff like myself.
22          Q.    When you say the group, do
23     you mean EP?
24          A.    People in the operating
25     companies and our technical people in
0084
 1                  BRIAN J. WARD
 2     The Hague.
 3          Q.    And so for you that began in
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 4     2001?
 5          A.    It's difficult to pinpoint
 6     an exact time when I became aware, but
 7     I think it was later than that.  I
 8     would say probably end 2001, beginning
 9     2002 when the discussions around SEC
10     compliance became more frequent.
11          Q.    Do you recall there being a
12     change in the Shell Group guidelines
13     with respect to reserves in 1999/2000
14     time period?
15          A.    No, I don't recall that.
16          Q.    When you joined ExCom, do
17     you recall in the conversations of
18     perhaps there had been some borrowing
19     from the future that there was any
20     frustration as to whether Watts's
21     success had any relation to his ability
22     to meet or exceed reserve expectations?
23                MS. LATIMER:  Object to the
24     form.
25          Q.    You can answer.
0085
 1                  BRIAN J. WARD
 2          A.    I have no personal
 3     recollection of that being stated.
 4          Q.    Do you recall any
 5     discussions about Watts's ability to
 6     meet or exceed reserve expectations
 7     when he was at EP?
 8                MS. LATIMER:  Object to the
 9     form.
10          A.    I have difficulty in
11     answering that question.  I don't know
12     the discussion that you refer to has
13     taken place in Shell.  I can't pinpoint
14     where or when that discussion took
15     place.
16          Q.    Do you recall any of the
17     individuals involved in any discussions
18     on that subject that you were privy to?
19          A.    The discussion around
20     accelerating reserves bookings was
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21     discussed quite frequently, as I've
22     already said, in the ExCom.  There was
23     never explicit -- to my knowledge,
24     there was never explicit statements
25     that Watts's success had been a result
0086
 1                  BRIAN J. WARD
 2     of these accelerated bookings.
 3          Q.    When the accelerated
 4     bookings were first discussed at ExCom,
 5     were there any questions raised about
 6     whether or not de-bookings would be
 7     necessary?
 8          A.    To the best of my
 9     recollection, at that time not.
10          Q.    Do you recall whether or not
11     when the discussions of accelerated
12     bookings began there were any
13     discussions with regard to the SEC
14     reporting rule?
15          A.    At the initial stages of
16     these discussions I can't recall SEC
17     compliance being involved.
18          Q.    When the discussions of
19     accelerated bookings first began, do
20     you recall whether there were specific
21     operating units that were discussed in
22     relation to that happening?
23          A.    I think -- I think it's
24     important to note that we didn't
25     discuss the words accelerated bookings.
0087
 1                  BRIAN J. WARD
 2     What we did was we went through our
 3     resource base field by field on a
 4     regular basis once the reserves
 5     replacement ratio issue was there on
 6     the table to be fixed.  And we would go
 7     through every one of our big fields in
 8     the group to see whether we could book
 9     reserves by doing -- taking more action
10     in terms of drilling or what have you,
11     and whether there was a risk to booked
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12     reserves for whatever reason.
13                So this was a normal
14     discussion and it didn't -- your words
15     of accelerated bookings really came
16     about because we would look at a field
17     in Russia, for example, and we would
18     say those reserves have already been
19     booked and there's no upside there,
20     next, and we would move on to the next
21     field.
22          Q.    When you said that we went
23     through our resource base field by
24     field on a regular basis and we would
25     go through every one of our big fields
0088
 1                  BRIAN J. WARD
 2     to see whether there was a -- you said
 3     whether there was a risk to be booked
 4     reserves.  What did you mean by that?
 5          A.    With every field there was
 6     potential upside to book reserves.
 7     However, there could also be
 8     information that came in that may risk
 9     a booking that had already been
10     planned, and therefore, you might not
11     be able to book it.  So, for example,
12     you were due to sign an agreement with
13     a government or you were due to drill a
14     well or you were due to take some form
15     of action which for whatever reason now
16     looked unlikely to be happening.  And
17     that meant that those reserves which
18     were to be booked in the plan were no
19     longer going to be booked and therefore
20     they were -- those reserves were at
21     risk.
22          Q.    Do you recall any instances at
23     ExCom where bookings that were already
24     made were considered questionable or at
25     risk?
0089
 1                  BRIAN J. WARD
 2          A.    In the initial stages of my

file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt (54 of 142)9/18/2007 3:53:24 PM

Case 3:04-cv-00374-JAP-JJH     Document 366-3      Filed 10/10/2007     Page 54 of 198



file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt

 3     tenure with the ExCom, I don't recall
 4     any fields where we felt that we had
 5     booked reserves and we would have to
 6     de-book them.
 7                MS. MARSHALL:  The videotape
 8     is going to need a switching, so we can
 9     just take a break now, that's fine.
10                THE VIDEO OPERATOR:  This
11     marks the end of tape number 1, of
12     volume 1 in the deposition of Brian
13     Ward.  Going off the record, the time
14     is 12:50.
15                (A recess was taken.)
16                THE VIDEO OPERATOR:  Back on
17     the record, here marks the beginning of
18     tape 2, volume 1 in the video
19     deposition of Brian Ward.  The time is
20     12:21.
21          Q.    Mr. Ward, do you recall when
22     you joined EPG what was the situation
23     with SPDC at that time?  Were there any
24     particular issues that were brought to
25     your attention initially?
0090
 1                  BRIAN J. WARD
 2          A.    The handover that I had from
 3     Mr. Rothermund talked about the
 4     security issues largely in Nigeria.
 5          Q.    And what were the security
 6     issues?
 7          A.    Nigeria is in a constant
 8     state of foment, and the security of
 9     our staff in Nigeria is always
10     threatened by this foment and violence.
11          Q.    And were there any -- as a
12     result of the security issues, were
13     there any problems with respect to
14     production issues?
15          A.    There were always problems
16     historically and to this day I guess
17     with respect to local villages stopping
18     field production in order to gain
19     acquiescence to demands, for example.
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20          Q.    Were you aware there was a
21     moratorium on bookings for Nigeria when
22     you began your role at EPG?
23          A.    I was aware.
24          Q.    Do you recall when you first
25     became aware of that moratorium?
0091
 1                  BRIAN J. WARD
 2                MR. CLARK:  I'm sorry, can
 3     we go back one question.  You asked
 4     about Nigeria.  Was your answer about
 5     Nigeria or SPDC?
 6                THE WITNESS:  SPDC.
 7          Q.    Thank you.  And when did you
 8     become aware of that moratorium, if you
 9     recall, for SPDC?
10          A.    I was aware of the
11     moratorium from when I first went into
12     EPG.  I didn't tackle the issue until
13     the end of, towards the end of 2002.
14          Q.    Is that when there was a
15     meeting, critical issues meeting?
16          A.    Correct.
17          Q.    Was that the title of the
18     meeting?
19          A.    Correct.
20          Q.    And that was in November of
21     2002?
22          A.    That's correct.
23          Q.    So when you began your role
24     at EPG did you have specific things
25     that you were focusing on?
0092
 1                  BRIAN J. WARD
 2          A.    Yes.  I was also looking
 3     after Europe and Argentina at the time,
 4     or South America.  In Europe I was
 5     carrying on some work that I'd started
 6     in the NAM, which was to generate a
 7     Shell Europe, which consisted of an
 8     amalgamation of the various EP
 9     operating companies within Europe, and
10     Nigeria was, as stated before, a
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11     self-contained entity and that was not
12     at the top of my agenda at that time.
13          Q.    Was there anybody who was
14     focusing on Nigeria at that time?
15          A.    Nigeria at that time was
16     SPDC.  We hadn't really started into
17     the offshore, deep offshore at that
18     time.
19                The management of SPDC at
20     that time would have been mainly done
21     with the managing director of SPDC
22     running a self-contained operation, and
23     prior to the reorganization that we
24     talked about earlier and the person
25     sitting in the EP role in The Hague.
0093
 1                  BRIAN J. WARD
 2     So there would have been a lot of
 3     communication between, for example,
 4     Phil Watts and the managing director of
 5     SPDC.  I was pretty much at the
 6     starting point before the
 7     reorganization on the outside of that,
 8     and I was concentrating on Europe.
 9          Q.    So do you recall when you
10     turned a focus towards Nigeria?
11          A.    It came with, basically with
12     the reorganization.  Nigeria was
13     problematic in -- in every respect for
14     -- for many reasons, and I was given
15     the task of CEO Africa and somebody
16     else took over for me in Europe, and
17     that was the time that I started to
18     concentrate on Nigeria.
19          Q.    And do you recall, if you
20     can, what month and year that was?
21          A.    It was all fairly seamless.
22     I can't recall.  I mean somewhere
23     around beginning of 2002 I guess.
24          Q.    And was there a process you
25     went through to familiarize yourself
0094
 1                  BRIAN J. WARD
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 2     with the issues that were present in
 3     Nigeria in SPDC at that time?
 4          A.    Yes.  I went through -- I
 5     went through their business plan and
 6     their reports to bring myself up to
 7     date.
 8          Q.    How far back did you go?
 9          A.    Well I was fairly au fait
10     with Nigeria, having worked there.
11     Clearly I wasn't up to date with the
12     politics and so on of the time and I
13     had to bring myself up to that, but I
14     didn't go back into history too much
15     other than to look at the origin of
16     some of the problems we were still
17     dealing with.
18          Q.    Did you gain an
19     understanding as to why there was a
20     moratorium put on bookings for SPDC in
21     2000?
22          A.    Yes.
23          Q.    And what was your
24     understanding of that moratorium?
25          A.    My understanding was that
0095
 1                  BRIAN J. WARD
 2     the many development projects that we
 3     had planned to mature had not been
 4     matured in the time frame that we had
 5     planned, and as a result, the reserves
 6     bookings were considered to be too
 7     high, and in order to resolve that
 8     problem, it was decided to put the
 9     moratorium on reserves bookings so that
10     the moratorium plus your production
11     would equal, in a short space of time,
12     the reserves that were booked which
13     perhaps are not mature enough to have
14     been booked.
15          Q.    And how did you gain this
16     understanding?
17          A.    Around the 2019 issue?  Or
18     the -- no.
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19          Q.    No, what you just
20     described --
21          A.    Okay.
22          Q.    -- you learned that when you
23     became --
24          A.    Yeah.
25          Q.    -- head of EPG.  Did you
0096
 1                  BRIAN J. WARD
 2     learn that through discussions, or --
 3          A.    No.
 4          Q.    -- were you reading
 5     documents, or was it something else?
 6          A.    It was from the documents
 7     and one of my staff was asked to have a
 8     look at the reserves and production
 9     reconciliation.
10          Q.    Do you recall who that was?
11          A.    I do, yes.
12          Q.    Who was it?
13          A.    Phil Davis.
14          Q.    And who asked Mr. Davis to
15     look at that issue?
16          A.    I can't recall specifically,
17     but we had a small group in EPG of
18     maybe five or six people and we would
19     have agreed that we needed to do that.
20          Q.    What was Phil Davis's role
21     at that time?
22          A.    He was my number 2 man with
23     respect to basically the petroleum
24     engineering and planning side of the
25     business.
0097
 1                  BRIAN J. WARD
 2          Q.    And after he looked at the
 3     reserve and production reconciliation,
 4     how did he communicate his findings to
 5     you?
 6          A.    I don't recall the exact
 7     method that he communicated to me, but
 8     he told me that there was clearly a
 9     mismatch.  However, this is now into --

file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt (59 of 142)9/18/2007 3:53:24 PM

Case 3:04-cv-00374-JAP-JJH     Document 366-3      Filed 10/10/2007     Page 59 of 198



file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt

10     into 2002.
11          Q.    Okay.  Do you know if he
12     started looking at it in 2001 or was it
13     2002?
14          A.    He -- he was involved with
15     Nigeria prior to my taking over as CEO,
16     yes.
17          Q.    Had he been directed to
18     specifically look at this prior to your
19     taking over as CEO?
20          A.    His job at that time was a
21     regional business advisor supporting
22     the reasonable -- regional business
23     director, and his job was to advise the
24     regional business director whether he
25     felt the company was being managed
0098
 1                  BRIAN J. WARD
 2     properly by looking at documents, going
 3     to meetings with the company and that
 4     sort of thing.  So he would have picked
 5     this up in the normal course of his
 6     work.
 7          Q.    And do you recall whether
 8     this mismatch was communicated to ExCom
 9     around this time?
10          A.    ExCom didn't exist at this
11     time, but it would have been
12     communicated by the managing director
13     of SPDC to Phil Watts I guess at that
14     time.
15          Q.    So this is in -- what -- you
16     don't have to -- I'm a little fuzzy on
17     the dates.  When did --
18          A.    Me too, yes.
19          Q.    Okay.  When did ExCom come
20     into existence?
21          A.    The problem for me to give
22     you a date is that prior to the ExCom
23     it was called the business committee.
24          Q.    Okay?
25          A.    The BusCom.
0099
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 1                  BRIAN J. WARD
 2          Q.    Okay.
 3          A.    And the BusCom became the
 4     ExCom.
 5          Q.    Was it structured similarly?
 6          A.    It was structured very
 7     similarly, but now the individual
 8     members had a much sharper and tighter
 9     accountability for performance.
10          Q.    Was the head of the BusCom
11     the head of EPG -- the head of EP?
12          A.    Yes.
13          Q.    So prior to being head of
14     ExCom, Mr. Watts would have been head
15     of BusCom?
16          A.    Correct.
17          Q.    When you moved into the role
18     of head of EPG, was it BusCom or ExCom?
19          A.    It was just becoming ExCom
20     because Phil had moved to the MD
21     position and Walter van de Vijver came
22     in and took over the ExCom.  So it had
23     just happened I guess by the time I got
24     there.
25          Q.    Do you recall whether or not
0100
 1                  BRIAN J. WARD
 2     Mr. van de Vijver would have ever been
 3     considered the head of BusCom, or by
 4     the time he assumed that position it
 5     was ExCom?
 6          A.    My --
 7          Q.    Or did that happen at the
 8     same time?
 9          A.    My understanding is he would
10     have been head of ExCom rather than
11     BusCom.
12          Q.    Okay.  Do you recall when
13     you assumed the role at EPG having
14     conversations regarding the problems
15     with reconciling the reserves in SPDC
16     with Mr. van de Vijver?
17          A.    No.
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18          Q.    Do you recall whether that
19     issue was ever brought to ExCom?
20          A.    The issue of the moratorium
21     was on the table prior to my arrival.  We
22     didn't discuss Nigeria or I didn't
23     discuss Nigeria specifically with van de
24     Vijver until I became CEO of Africa.  And
25     that was because, as I say, Nigeria was a
0101
 1                  BRIAN J. WARD
 2     self- -- SPDC was a self-contained
 3     entity.
 4          Q.    So becoming -- I think this
 5     is -- I'm just getting confused.  So
 6     when you were head of EPG you were not
 7     the CEO of Africa, they're not the same
 8     thing?
 9          A.    No.
10          Q.    Okay.  I'm sorry, it's just
11     my confusion.
12          A.    It is -- it is confusing
13     because we're going through a
14     transition process.
15          Q.    Okay.
16          A.    And I'm not doing a very
17     good job of describing that transition
18     process.  Included in that is the fact
19     that I came in in the middle of it all.
20     So yes, it's difficult, but I came in,
21     took over from Heinz Rothermund when he
22     was a regional business director, not a
23     CEO.
24          Q.    Okay.
25          A.    And that was for a short
0102
 1                  BRIAN J. WARD
 2     period of time when he had
 3     responsibilities for Nigeria which were
 4     really nonexistent because Nigeria was
 5     self-contained.  He had
 6     responsibilities for Europe and for
 7     South America.  That's what I took over
 8     on day 1 from Heinz Rothermund.  I then

file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt (62 of 142)9/18/2007 3:53:24 PM

Case 3:04-cv-00374-JAP-JJH     Document 366-3      Filed 10/10/2007     Page 62 of 198



file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt

 9     concentrated on Europe.  Then this
10     process came to the regional business
11     director to CEO transformation
12     happened, and the ExCom was formed from
13     the BusCom and then I took off as the
14     CEO of Africa.
15          Q.    Okay, thank you.  So when
16     you were the CEO of Africa, is that
17     when you first recall having
18     conversations with Mr. Davis about the
19     reserve situation in SPDC?
20          A.    I'd had conversations with
21     him beforehand about the general state
22     of affairs in Nigeria, but at that time
23     I wasn't taking any specific action.  I
24     was just being informed.
25          Q.    And had he begun the process
0103
 1                  BRIAN J. WARD
 2     of trying to reconcile the reserves in
 3     SPDC when you first joined EPG prior to
 4     becoming the CEO of Africa?
 5          A.    He had no resources to be
 6     able to start reconciliation himself.
 7     He could only point out to the
 8     management or the technical people
 9     within SPDC that he felt there was
10     something wrong with this
11     reconciliation and had they look at it
12     and could he get some information, that
13     sort of process.
14          Q.    And do you recall whether or
15     not that was discussed at BusCom?
16          A.    As I said, the moratorium
17     happened prior to my arrival and it had
18     therefore had to have been on the
19     table.  I was not involved.
20          Q.    Okay.  When he began -- when
21     you moved to the role and the
22     reorganization had you as the CEO of
23     Africa, did you have more in-depth
24     conversations with him about the
25     reconciliation of reserves in SPDC?
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0104
 1                  BRIAN J. WARD
 2          A.    Yes, I did.
 3          Q.    And do you recall how those
 4     conversations started?
 5          A.    The conversations that I
 6     would have with Phil Davis would be
 7     around a variety of issues which he
 8     felt needed to be managed better in
 9     SPDC.  At about this stage, and with
10     the authority of the CEO position now
11     in place, I called a meeting of their
12     management team in The Hague in
13     November 2002, and the objective of
14     that meeting was to spend a day to
15     discuss and prioritize the key issues
16     which we needed to focus on in order to
17     manage SPDC better.  One of those
18     issues was reserves.
19          Q.    And what do you recall about
20     the discussions on reserves from that
21     meeting?
22          A.    We -- we agreed that one of
23     the key parameters we need to clarify
24     was 2019 extension because if we could
25     get that away, out of the way, then we
0105
 1                  BRIAN J. WARD
 2     had a much clearer run at resolving the
 3     -- any -- any issues arising out of our
 4     reserves work, but we also agreed that
 5     we needed to start a revamp of our
 6     total technical work on the reserves in
 7     SPDC.  When I say reserves, I'm talking
 8     expectation reserves.
 9          Q.    And when you say we had a
10     much clearer run at resolving any
11     issues arising out of our reserves
12     work, can you explain what you mean by
13     that?
14          A.    The 2019 end of license had
15     been used to define the moratorium, and
16     it was used continually in discussions
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17     with respect to the reserves position.
18     The reserves position in Nigeria during
19     the period 2000, or even prior to 2000,
20     up until my retirement, was a highly
21     complex network of conflicting forces.
22     It was not, and I think it's very
23     important to understand this, it was
24     not a question of we have a field here
25     with some reserves in, let's just check
0106
 1                  BRIAN J. WARD
 2     out that the figure's okay.
 3                For a start, the complexity
 4     of the numbers of fields, blocks and
 5     reservoirs and wells would eventually
 6     ended up with thousands.  We had
 7     problems with reconciling our supply to
 8     LNG, whether it was nonassociated gas
 9     or associated gas that was going to do
10     it.  If it was associated gas that
11     meant certain field developments had to
12     be in place in time for that associated
13     gas to be available.  So to get it to
14     gas you produce with the oil.
15                We had a 2008 deadline for
16     flaring gas which reflected back
17     straight away to the associated gas and
18     the development of the oil fields that
19     produced that associated gas.
20                We had a problem with all
21     our plans being either deferred or
22     reduced or both because of lack of
23     funding from the government.
24                So the picture I'm trying to
25     present to you is one of a very complex
0107
 1                  BRIAN J. WARD
 2     network of conflicting factors here.
 3     It was not a reservoir engineering
 4     issue per se.
 5          Q.    And was that complexity of
 6     issues immediately apparent?
 7          A.    The key forces playing in
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 8     that complexity were immediately
 9     apparent.  What their impact was and
10     how they interrelated certainly was
11     not.
12          Q.    And was it -- when you were
13     charged with the role of being CEO of
14     Africa, was straightening out these
15     issues one of your main focuses?
16          A.    It was my top priority.
17                MS. MARSHALL:  I think it's
18     the time that we said we were going to
19     break, so if you want to do that,
20     that's fine.
21                MR. FERRARA:  Great.
22                THE VIDEO OPERATOR:  Going
23     off the record, the time is 12:45.
24                (Lunch recess:  12:45 p.m.)
25   
0108
 1                  BRIAN J. WARD
 2          A F T E R N O O N    S E S S I O N
 3                         1:40 p.m.
 4                THE VIDEO OPERATOR:  Going
 5     back on the record, the time is 13:40.
 6     B R I A N   J.   W A R D,
 7     resumed, having been previously duly
 8     sworn, was examined and testified
 9     further as follows:
10                CONTINUED EXAMINATION
11                 BY MS. MARSHALL:
12          Q.    Who attended the critical
13     issues meeting in November 2002, if you
14     recall?
15          A.    The EPG team and the senior
16     management from SPDC.
17          Q.    And were future production
18     forecasts for SPDC discussed?
19          A.    Not per se.  Clearly, issues
20     surrounding the effectiveness of
21     operations affected production, and the
22     objective of enhancing the efficiency
23     of the operation would improve
24     production.
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25          Q.    Was there a discrepancy in
0109
 1                  BRIAN J. WARD
 2     SPDC between production and production
 3     forecasts, actual production and
 4     production forecasts?
 5          A.    Yes, and on a continual
 6     basis.
 7          Q.    And what was the
 8     discrepancy?
 9          A.    The discrepancy was that we
10     never achieved the production forecast
11     in any one year and we always had to
12     carry forward that production forecast.
13          Q.    And what do you attribute
14     the discrepancy to?
15          A.    Most significantly would be
16     the lack of investment by the
17     government, which curtailed our plan.
18          Q.    Were OPEC quotas an issue?
19          A.    They were a peripheral
20     issue.
21          Q.    How is that?
22          A.    The -- in principle, we
23     could find ourselves in a position
24     where we'd invested a large amount of
25     money into increased production and
0110
 1                  BRIAN J. WARD
 2     that production would have to stay in
 3     the ground simply because Nigeria had
 4     an OPEC agreement.  In practice, the
 5     OPEC agreement really never bit in
 6     Nigeria.
 7          Q.    Practically, how did the --
 8     were production forecasts made prior
 9     to, or independent of discussions with
10     the Nigerian government with respect to
11     their funding?
12          A.    The process would be that we
13     would present a plan to government and
14     they would agree to a budget.  Often
15     the budget would be agreed, would be
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16     the one we'd ask for.  As time went on,
17     that became less and less, but
18     regardless of what they agreed to, how
19     much they actually invested was
20     something else.
21          Q.    Did Shell not take that into
22     consideration when making production
23     forecasts?
24          A.    Certainly.
25                MR. CLARK:  Certainly it did
0111
 1                  BRIAN J. WARD
 2     or certainly it didn't?
 3          A.    Certainly they took it into
 4     consideration, but of course to try to
 5     forecast what the government was going
 6     to do in any particular year was
 7     extremely difficult.
 8          Q.    Was the reserve replacement
 9     ratio discussed at this meeting?
10          A.    No.
11          Q.    Was the reserve replacement
12     ratio a top issue at EP in 2002?
13          A.    The reserve replacement
14     ratio was one of the four key
15     parameters we discussed earlier, and it
16     was a common topic on the ExCom agenda.
17          Q.    Did SPDC ever factor into
18     those discussions?
19          A.    The one overriding factor
20     around SPDC was the reserves issue was
21     a technical issue, it was not anything
22     to do with the base resources available
23     in the country.  There were huge
24     resources available in the country.
25     The question was rather were we at some
0112
 1                  BRIAN J. WARD
 2     sort of maturity with a particular
 3     project to book those reserves in a
 4     particular field.
 5                So the discussion wasn't
 6     around reserves per se, it was much
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 7     more around the operation itself.
 8          Q.    Was the business plan issue
 9     separate from the question of the
10     license expiry problem?
11          A.    We hadn't got close enough
12     to the license limit for it to have a
13     major effect on our planning at that
14     time.
15          Q.    And did at some point the --
16     did at some point you receive guidance
17     that the license expiry issue shouldn't
18     be considered a major source of concern
19     with respect to booking reserves?
20          A.    That's correct.
21          Q.    Do you recall when that was?
22          A.    It -- I can't recall exactly
23     when it was.  The issue was kicked off
24     to be resolved at the critical issues
25     meeting in November, and we took
0113
 1                  BRIAN J. WARD
 2     guidance on the legality of extension
 3     and that guidance that came back to us
 4     was that as long as we had performed
 5     our role as a prudent operator then we
 6     had a right to a license extension.
 7          Q.    Did the SPDC business plan
 8     that was in place in late 2002 and
 9     early 2003 include the use of
10     associated gas techniques?
11          A.    All business plans with
12     respect to the development of oil
13     fields had to include the management of
14     produced associated gas.
15          Q.    And was there -- is there
16     separate funding for associated gas in
17     a business plan?
18          A.    No.  The funding was
19     embedded in the oil development
20     funding.
21          Q.    Was there ever an issue
22     about whether there was adequate
23     funding for the associated gas in SPDC?
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24          A.    There was an issue to the
25     extent that we had hoped that the large
0114
 1                  BRIAN J. WARD
 2     part of the supply to the LNG plants
 3     would be associated gas.  If we were
 4     unable to fund the development of the
 5     oil fields then de facto we were short
 6     of associated gas to supply to the LNG
 7     plant.
 8          Q.    Were you able to have --
 9     were you able to fund the development
10     of the oil fields as --
11          A.    No.
12          Q.    -- as the business plan had
13     anticipated?
14          A.    No.
15          Q.    Why was that?
16          A.    Because we didn't get
17     adequate funding from the government
18     for their 55 percent share.
19          Q.    And when was that made
20     clear?
21          A.    It was a continuous process.
22          Q.    When the -- when you had
23     been advised that the license expiry
24     issue had been resolved with respect to
25     reserves, were reserves still an issue
0115
 1                  BRIAN J. WARD
 2     that Mr. Davis was looking at?
 3          A.    Reserves and field
 4     management were a considerable problem
 5     in Nigeria from the technical point of
 6     view and continued to be for all the
 7     time that I was CEO.
 8          Q.    After the meeting in
 9     November of 2002, was any -- were any
10     specific actions taken as a result of
11     that meeting?
12          A.    A large number of specific
13     actions.
14          Q.    Do you recall what any of
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15     them were?
16          A.    I guess I recall that each
17     of the focal points for the critical --
18     each of the critical issues was tasked
19     with putting a plan together to resolve
20     those issues.
21          Q.    And do you recall what plan
22     was put together with respect to future
23     production forecasts?
24          A.    The production forecast
25     issue was a consequence, not a -- it
0116
 1                  BRIAN J. WARD
 2     was a consequence of not having plans
 3     in place because of funding from the
 4     government.  So one of the actions that
 5     we had in place was to get better
 6     relations with the government to be
 7     able to work on the funding, or
 8     alternative funding means.
 9                Another effect on the
10     production was the efficiency of our
11     operations and we had a set of plans to
12     improve the efficiency of our
13     operations.
14          Q.    Did the situation change
15     significantly with respect to the
16     government and funding as a result of
17     those actions?
18          A.    We had several very good
19     meetings with the government, but the
20     bottom line was that the difficulties
21     with respect to funding remained.
22          Q.    Do you recall whether or not
23     the SEC rule regarding reserve
24     reporting was discussed at all during
25     this meeting?
0117
 1                  BRIAN J. WARD
 2          A.    It was not to my
 3     recollection.
 4          Q.    I'm going to show you a
 5     document which we'll mark as Ward
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 6     Exhibit number 2 for identification.
 7     It has Bates V 00120472 through 485.
 8     It's an email and then has a note for
 9     information, CMD 11th February 2002
10     attached.
11                   (Ward Exhibit 2 for
12     identification, Bates stamped V
13     00120472 through 485.)
14          Q.    If you'd take a moment and
15     look at the document.  We're not going
16     to go through every single page of the
17     document by any means, so I'm trying to
18     figure out to what extent -- I don't
19     know if you've reviewed this recently,
20     but if you haven't, if you just want to
21     look at it to the extent that you can
22     see if you've seen it before.  Maybe
23     you should --
24                MR. FERRARA:  Are there any
25     pages in particular you'd like him to
0118
 1                  BRIAN J. WARD
 2     focus on?
 3          Q.    In this second page of the
 4     CMD note it talks about exposures.  Why
 5     don't you read to -- read that section
 6     and competitive landscape under
 7     appraisals on the next page.
 8                MR. FERRARA:  So do you want
 9     to direct our attention anywhere?
10          Q.    Do you recognize this
11     document?
12          A.    I haven't seen this document
13     before.
14          Q.    If we look at the first page
15     this appears to be an email from Lorin
16     Brass and you're one of the recipients;
17     is that correct?  It's dated February
18     20th, 2002?
19          A.    Yes.
20          Q.    If you look at the first
21     page of the attachment it says "Note
22     for information, CMD, February 11th,
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23     2002."  Can you tell me generally what
24     a note for information is as it's used
25     within the company?
0119
 1                  BRIAN J. WARD
 2          A.    It's exactly what it says in
 3     the sense that it's information passing
 4     and it's not requiring a decision.
 5          Q.    Typically are notes for
 6     information addressed to particular
 7     groups or group within the company?
 8          A.    Yes.
 9          Q.    And typically, what group or
10     groups are they addressed to, or
11     circulated amongst?
12          A.    Usually the executive
13     committee level or the CMD.
14          Q.    So in this case were you a
15     member of the CMD ever?
16          A.    No.
17          Q.    If you look at the email
18     there's a list of individuals.  Were
19     those individuals members of ExCom?
20          A.    Most of them, yes.
21          Q.    Would it have been typical
22     for you to receive a note for
23     information such as this?
24          A.    Reasonably frequently, yes.
25          Q.    Okay.  Do you have any
0120
 1                  BRIAN J. WARD
 2     reason to doubt that you received this
 3     note for information?
 4          A.    I've no reason to doubt it.
 5          Q.    Okay.  When you received
 6     notes for information did you typically
 7     review them?
 8          A.    It would depend very much on
 9     the workload at the time and whether I
10     felt that my particular region was
11     implicated in the actions or proposals
12     or whatever that were in the note for
13     information.
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14          Q.    Do you recall whether or not
15     you reviewed this particular note?
16          A.    No, I -- I don't recall the
17     note at all.
18          Q.    Might you have reviewed it,
19     or are you --
20          A.    I may -- I may have scanned
21     through it.
22          Q.    Okay.  You just don't recall
23     either way?
24          A.    I just don't recall.
25          Q.    Okay, fine.  If you look to
0121
 1                  BRIAN J. WARD
 2     the bottom of the second page of the
 3     note it says "Exposures."  Where it
 4     reads "Securities & Exchange Commission
 5     SEC alignment," do you recall reading,
 6     or do you recall -- since you don't
 7     recall whether you read this note at
 8     all, do you recall ever learning that
 9     there was a view that the group
10     guidelines for proved reserves bookings
11     are no longer fully aligned with the
12     SEC rules?
13          A.    I was aware of that, yes.
14          Q.    Do you recall how you became
15     aware of that?
16          A.    It was an evolutionary
17     process over these years that we're
18     talking about.  The gravity of the
19     situation with respect to misalignment
20     of our reserves reporting and the SEC
21     rules, the gravity of the consequences
22     were not known to people like myself
23     and my colleagues, we're colleagues,
24     way into -- until way into 2003.  Up
25     until that time the issue was treated
0122
 1                  BRIAN J. WARD
 2     very much as something that had to be
 3     fixed.  It would probably be
 4     administrative, but we had no inkling
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 5     that -- that the gravity of the
 6     situation was as it was going to turn
 7     out to be.
 8          Q.    Prior to this time period
 9     did you -- strike that.
10                Do you recall that Angola
11     was one of the areas that were of
12     potential concern regarding the
13     alignment of the reserves with the SEC
14     rule?
15          A.    No.
16          Q.    Did you ever become aware
17     that there was an issue with proved
18     reserves that had been reported for
19     Angola with respect to the alignment
20     with the SEC rule?
21          A.    I can't recall.
22          Q.    Was Angola one of the areas
23     in your control, or --
24          A.    It was.  Sorry.
25          Q.    That's fine.
0123
 1                  BRIAN J. WARD
 2          A.    It was.  I came in -- onto
 3     the scene when the reserves or the
 4     maturity of the field development had
 5     reached more or less the end of its
 6     appraisal stage.  BP were the operator.
 7     I therefore didn't have the operational
 8     responsibility like I did in other
 9     operating companies.
10          Q.    Do you recall being advised
11     about whether or not proved reserves
12     had been booked in Angola?
13          A.    I don't recall.
14          Q.    Do you ever recall learning
15     that reserves that had been booked as
16     proved in Angola were eventually
17     recategorized?
18                MR. CLARK:  Objection; lack
19     of foundation.
20          A.    I don't recall that
21     happening.
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22          Q.    When you became the CEO for
23     Africa, did you ever endeavor to look
24     at the reserves that had been booked in
25     the different geographical locations
0124
 1                  BRIAN J. WARD
 2     under your control?
 3          A.    Could you repeat the
 4     question.
 5          Q.    Sure.  I'll rephrase it.
 6                When you came on as CEO of
 7     Africa, did you -- what, if anything,
 8     did you do to familiarize yourself with
 9     what had been going on in Angola in
10     recent years?
11          A.    The issue that I was
12     confronted with in Angola was a
13     discrepancy in our forecasts for costs
14     and for reserves expectations with BP,
15     the operator, and that's what I dealt
16     with.
17          Q.    And what actions did you
18     take to deal with that?
19          A.    We divested.
20          Q.    When you were looking at
21     what to do in Angola, were you aware
22     that reserves had been booked, proved
23     reserves had been booked for Angola
24     field 18?
25          A.    Block 18.  I wasn't aware
0125
 1                  BRIAN J. WARD
 2     that they had been booked, but then
 3     this would have been put into our
 4     reserves booking tabulations.  I
 5     wouldn't necessarily have come across
 6     it.  But I simply wasn't aware of the
 7     proved reserves that had been booked
 8     for Angola or the de-booking.
 9          Q.    When you were first
10     appraised of what was going on in
11     Angola and block 18, do you recall what
12     stage Block 18 was in terms of its
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13     development?
14          A.    We had more or less
15     completed the appraisal drilling and we
16     had about firmed up the manner in which
17     we were going to develop the field with
18     an FPSO, floating production storage
19     unit, and there was still several
20     outstanding negotiations with the
21     Angolan government.
22          Q.    Had a final decision been
23     made as to whether or not the field
24     should -- Block 18 should be developed?
25          A.    At that time, no.  Later on,
0126
 1                  BRIAN J. WARD
 2     BP took a sole risk decision to go
 3     ahead and we had a period of time
 4     whether to join in or back out.
 5          Q.    And the decision was to back
 6     out?
 7          A.    No, the decision was to join
 8     in.
 9          Q.    And what happened after
10     that?
11          A.    After that we tried, we
12     worked hard on a technical level to
13     reconcile our differences and to
14     convince BP to resolve some of the
15     outstanding issues prior to making
16     large, irreversible expenditures.
17          Q.    And what was the final
18     conclusion?
19          A.    The final conclusion was
20     that BP were going to go ahead anyway
21     and we divested our share of Angola
22     Block 18.
23          Q.    And do you ever recall any
24     conversations of any implications that
25     would have on the reserves that had
0127
 1                  BRIAN J. WARD
 2     been booked for Angola?
 3          A.    I recall that divesting
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 4     Block 18 would require that we
 5     de-booked the reserves.
 6          Q.    When was the decision made
 7     to divest in Angola?
 8          A.    I can't recall.
 9          Q.    Do you know why Angola was
10     included on this list of potentially
11     exposed legacy reserve bookings in
12     February of 2002?
13                MR. CLARK:  Objection to
14     form.
15          Q.    If you look at the bottom of
16     the second page of the note it says,
17     "Recently the SEC issued clarifications
18     that make it apparent that the group
19     guidelines for booking proved reserves
20     are no longer fully aligned with the
21     SEC rules.  This may expose some 1,000
22     mln boe of legacy reserves bookings,
23     e.g. Gorgon, Ormen Lange, Angola and
24     Waddenzee, where potential
25     environmental, political or commercial
0128
 1                  BRIAN J. WARD
 2     showstoppers exist."  So my question to
 3     you is whether you have any
 4     understanding why Angola was included?
 5          A.    I can't speak for whoever
 6     wrote this particular paragraph.  The
 7     -- there were outstanding issues with
 8     the government which had not been
 9     resolved, would have cost a large
10     amount of money if they were resolved
11     to the government's favor, and it could
12     have been.
13          Q.    Okay, in the second
14     paragraph under that one it says "End
15     of license."  It says "In Oman PDO, Abu
16     Dhabi and Nigeria, SPDC, 18 percent of
17     EP's current production, no further
18     proved reserves can be booked since
19     it's no longer reasonably certain that
20     the proved reserves will be produced
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21     within license."  Do you recall
22     discussions regarding this issue in
23     February of 2002?
24                MR. CLARK:  Objection to
25     form.
0129
 1                  BRIAN J. WARD
 2          A.    Sorry, can you be more
 3     specific with the question.
 4          Q.    Sure.  Do you recall
 5     discussing the end of license, proved
 6     reserve booking issue in Nigeria SPDC
 7     in February of 2002?
 8          A.    I don't recall that specific
 9     date, but it was an issue that was
10     discussed on various occasions.
11          Q.    I'm going to show you a
12     document which we'll mark as Exhibit
13     number 3 for identification.  It's
14     Bates LON 01830061 through 64.  Sorry,
15     60 through 64, sorry.
16                     (Ward Exhibit 3 for
17     identification, Bates stamped LON
18     01830060 through 64.)
19          Q.    It's not that long of a
20     document so you might just review the
21     whole thing.
22                MR. FERRARA:  Did you --
23          Q.    I've asked him just to
24     review the document.  Have you had a
25     chance to review it?
0130
 1                  BRIAN J. WARD
 2          A.    I've scanned it, yes.
 3                MR. CLARK:  Have you
 4     reviewed it to your satisfaction?
 5                THE WITNESS:  I think so.  I
 6     haven't looked at the diagrams yet.
 7          Q.    I'm not going to go into the
 8     diagrams in any detail.
 9                MR. CLARK:  Just take a look
10     at it.
11          A.    Okay.
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12          Q.    Do you recognize this
13     correspondence?
14          A.    I recognize the content.
15          Q.    What do you recall about the
16     content of these emails?
17          A.    There was --
18          Q.    Or the content of the
19     discussions surrounding these emails?
20          A.    Okay.  There was continual
21     discussion around the booking of
22     reserves for future LNG trains,
23     imminent train 3 and future trains 4
24     and 5.  The booking of reserves was
25     part of the complex web that we talked
0131
 1                  BRIAN J. WARD
 2     about earlier, because it depended on
 3     the split between unassociated and
 4     associated gas reserves, and also the
 5     reserves that we carried for domestic
 6     consumption.  And the reserves that we
 7     carried for domestic consumption looked
 8     inflated at that time because many of
 9     the projects which we were asked to
10     provide gas for simply didn't get off
11     the ground.
12                That was the background to
13     it.
14          Q.    Why didn't the projects get
15     off the ground?
16          A.    I can't answer the question
17     because these were projects for all
18     sorts of ancillary type industries
19     which I had nothing to do with.  It was
20     usually financing.
21          Q.    What was -- had -- was there
22     a time that the trains 4 and 5 bookings
23     were made for those reserves?
24          A.    I don't recall.
25          Q.    In the email at the bottom
0132
 1                  BRIAN J. WARD
 2     of the first page of the exhibit it's
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 3     from Mr. Duhon to yourself and Mr.
 4     Davis is cc'd.  He writes towards the
 5     bottom, "The basic story is a familiar
 6     theme:  There is already an excess of
 7     gas reserves on the books that
 8     implicitly cover the T 4 to 5 volumes."
 9     Do you understand what he meant by
10     that?
11          A.    The complexity of the
12     situation with respect to these gas
13     reserves was such that we had to be
14     very careful we didn't double book.
15     When you were looking at the LNG
16     developments from a gas ExCom point of
17     view, as Linda Cook was doing in this
18     particular email, she was saying, hey,
19     guys, I've developed two trains, surely
20     this means that you can book reserves
21     against this commercial venture.
22                What she wasn't aware of was
23     the complexity of the various issues
24     that we were dealing with in SPDC with
25     respect to the totality of the reserves
0133
 1                  BRIAN J. WARD
 2     which were all interrelated.  Hence the
 3     confusion why can't we book reserves
 4     for T 4/T 5, because we don't have a
 5     clear understanding in our own mind
 6     whether that's appropriate or not, from
 7     my side.
 8          Q.    And why might it not have
 9     been appropriate?
10          A.    Because if we had decided,
11     if we did decide, as we did at a
12     certain stage, that the domestic gas
13     supplies already figuring in the
14     reserves were excessive they would be
15     offset against whatever you would have
16     booked for T 4 and T 5.
17          Q.    And why might the reserves
18     from the domestic gas supply might have
19     been excessive?
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20          A.    We had booked in our plan
21     against contracts which were either
22     signed or about to be signed for
23     various industries, and those
24     industries never came into being.  Or
25     if they did, they came in much later or
0134
 1                  BRIAN J. WARD
 2     smaller.
 3          Q.    Okay.  And were these issues
 4     issues that were discussed generally
 5     with ExCom?
 6          A.    They were discussed in
 7     ExCom, but not on a general frequent
 8     basis certainly.
 9          Q.    What were the lines of
10     communication like between yourself and
11     Mr. van de Vijver in 2002 to 2003?
12          A.    My modus operandi was that
13     if I was to take any decision which I
14     felt was potentially affecting the
15     group position I would always seek Mr.
16     van de Vijver's okay before I did it.
17          Q.    And did he ever communicate
18     with you directly regarding any issues
19     or problems that he wanted to bring to
20     your attention?
21          A.    Yes, he did.
22          Q.    Do you recall any specific
23     instances of that with regard to
24     reserves?
25          A.    With regard to reserves?
0135
 1                  BRIAN J. WARD
 2     The reserves issue was discussed
 3     repeatedly in the ExCom.  He wouldn't
 4     necessarily have phoned me directly.  I
 5     mean we -- we discussed the issue of
 6     reserves replacement many times.
 7          Q.    Do you recall the first time
 8     you heard mention of the question of
 9     whether de-bookings would be necessary
10     in any of the locations within your
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11     regional control?
12          A.    This is de-bookings of
13     proved reserves that have already been
14     booked?
15          Q.    Yes.
16          A.    Those discussions, to the
17     best of my recollection, started to
18     happen in the second half of 2003,
19     excluding A&D.  That's acquisition and
20     divestment.
21          Q.    Do you recall the context of
22     the first discussions of de-booking of
23     proved reserves?
24          A.    No, I don't recall that.
25          Q.    Do you recall who first
0136
 1                  BRIAN J. WARD
 2     brought it up?
 3          A.    No, I don't recall that.
 4          Q.    I'm going to show you a
 5     document which we'll mark as Exhibit
 6     number 4 for identification.  It's
 7     Bates V 00230705 through 721.
 8                     (Ward Exhibit 4 for
 9     identification, Bates stamped V
10     00230705 through 721.)
11          Q.    It's a long document, so
12     I'll just first ask if you recognize it
13     and then I'm going to direct you to
14     specific pages.
15          A.    I recognize the content.
16          Q.    Now beginning on the second
17     page of the exhibit it says "Note to
18     CMD, Nigeria country review 2002."  Do
19     you know who created this document?
20          A.    I'm sorry, I missed the
21     question.
22          Q.    Who created this document?
23          A.    This was done by Frank
24     Denelle who worked in our regional
25     office.
0137
 1                  BRIAN J. WARD
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 2          Q.    What was his role?
 3          A.    His role was to provide an
 4     overview across upstream/downstream
 5     manufacturing in any given particular
 6     area.
 7          Q.    Do you know why this
 8     document was created?
 9          A.    The document was a country
10     review document which was created on a
11     regular basis for all our investment
12     areas.
13          Q.    How frequently would these
14     reviews be done for each area?
15          A.    Probably every two years.
16          Q.    And then Mr. van de Vijver
17     would submit the reviews to the CMD?
18          A.    Yes.
19          Q.    Do you recall whether or not
20     you reviewed this document prior to it
21     being issued to the CMD?
22          A.    I can't recall reviewing the
23     document.
24          Q.    Do you recall viewing other
25     documents like this one?
0138
 1                  BRIAN J. WARD
 2          A.    I recall in generic terms
 3     reviewing documents and reviewing
 4     proposals people like Frank Denelle
 5     would submit about my areas of
 6     operation, yes, as a generic answer.
 7                MR. CLARK:  Before they were
 8     issued to the recipients or after?
 9                THE WITNESS:  Before they
10     were.  I would usually be asked to
11     comment.
12          Q.    Okay.  Is it likely that you
13     were asked to comment on this note
14     prior to it being issued?
15          A.    It's likely.
16          Q.    If you look at the sixth
17     paragraph at the bottom it says,
18     "Shell's production is currently
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19     constrained by OPEC quota restrictions
20     and proved reserves have been subject
21     to a booking moratorium since 2000,
22     reflecting delays in delivery of the
23     growth plan."  Do you agree with that
24     statement?
25          A.    In principle I agree with
0139
 1                  BRIAN J. WARD
 2     the statement.  In practice the
 3     constraint by the OPEC quota was
 4     minimal.
 5          Q.    Was the EA -- in the -- like
 6     two paragraphs after that it says,
 7     "There are key milestones associated
 8     with growth delivery in the next 18
 9     months - start up of EA and Bonga,
10     Nigeria elections, developments on OPEC
11     and quota."  Was the EA Field a part of
12     SPDC?
13          A.    Yes.
14          Q.    Was that a shallow water
15     field?
16          A.    Yes.
17          Q.    Do you know whether or not
18     SDS ever provided any technical
19     assistance with respect to the work
20     that was done on that field?
21          A.    I am not aware that SDS
22     provided any technical assistance.  I
23     am aware that the project manager and
24     team for this development was in
25     Nigeria.
0140
 1                  BRIAN J. WARD
 2          Q.    Okay.  And the Bonga project
 3     was part of SNEPCO?
 4          A.    Bonga was part of SNEPCO.
 5          Q.    And Shell Deepwater Services
 6     worked on the Bonga project, correct?
 7          A.    Shell -- Shell Deepwater
 8     Services had two -- had two inputs to
 9     Bonga project.  One was that the basin
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10     study geology work and seismic work had
11     been done by SDS technical people in
12     the exploration stage, and they
13     provided some advice to the Bonga
14     project itself for the development of
15     the field.
16          Q.    Do you have any knowledge
17     about whether or not the reserves from
18     the EA Field were recategorized or
19     restated?
20          A.    No.
21                MR. CLARK:  Objection; lack
22     of foundation.  The answer is no.
23          Q.    If you look at Page 11 of
24     the note, which is Bates 230716, where
25     it says -- paragraph 3.8 --
0141
 1                  BRIAN J. WARD
 2                MR. CLARK:  Do you want a
 3     minute to look at this page, have you
 4     had a chance?
 5          A.    Am I being asked to read
 6     paragraph 3.8?
 7          Q.    Yes.
 8          A.    Yes.
 9          Q.    Is a growth program the same
10     as a business plan?
11          A.    Yes.
12          Q.    Okay.  Was this your
13     understanding -- does this, what's
14     written in this paragraph reflect your
15     understanding at the time, or is it
16     consistent with your understanding at
17     the time?
18          A.    It's consistent.
19          Q.    Okay.  Do you recall ever
20     having any conversations at the ExCom
21     level about the risk of de-booking with
22     regard to the SPDC proved oil reserves
23     in this time period?  I think it's
24     stated at the end of the document,
25     which is May of 2002, 30 May 2002.
0142
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 1                  BRIAN J. WARD
 2                MR. CLARK:  Objection; asked
 3     and answered.
 4          Q.    The date is before the --
 5     it's Page 14 of the document.
 6          A.    Okay.  I can't -- I'm unable
 7     to confirm or otherwise dates for these
 8     sorts of discussions.  We held
 9     discussions on these things on a
10     regular basis.  The intensity of those
11     discussions would be high or low
12     depending on what other priorities were
13     on the agenda.  I can't -- I can't
14     specifically -- specify.
15                Clearly as time moved
16     through 2002 and 2003 and the SEC issue
17     started to loom large towards the end
18     of 2003 the word de-bookings became
19     more prevalent in the discussions.  To
20     start, I'm unable to specify dates on
21     these things.
22          Q.    Do you recall Mr. Watts
23     being part of the conversations
24     regarding de-bookings at any time?
25          A.    No.
0143
 1                  BRIAN J. WARD
 2          Q.    Did you make any
 3     presentations to the CMD during this
 4     time period, 2002/2003, if you recall?
 5          A.    I made one presentation to
 6     the CMD.
 7          Q.    When was that?
 8          A.    I can't remember.
 9          Q.    Do you recall what the
10     presentation regarded?
11          A.    Clearly about SPDC and
12     Nigeria, and I put in a document about
13     the critical, critical projects that we
14     were working on, but I'm speculating.
15                MR. CLARK:  Hold on one
16     second.
17                (Witness and counsel confer.)
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18                MR. CLARK:  When we finish
19     this document maybe we'll take a five
20     minute break.
21                MS. MARSHALL:  Okay.
22          Q.    Do you recall what the
23     critical projects that you were working
24     on at the time in SPDC that was the
25     subject of the presentation to the CMD?
0144
 1                  BRIAN J. WARD
 2          A.    I don't recall clearly.
 3          Q.    Okay.  Do you have any vague
 4     recollection?
 5          A.    I have a vague recollection,
 6     yes.
 7          Q.    What's your vague
 8     recollection?
 9          A.    That I was asked to report
10     back to the CMD on some issues
11     regarding SPDC.
12          Q.    If you look at the next page
13     of the document there's a chart here.
14          A.    Yes.
15          Q.    Do you recognize this chart?
16          A.    Yes, I recognize the chart.
17          Q.    And can you explain it,
18     please?
19          A.    It simply shows what we used
20     to call the horsetail effect, where the
21     business plan production forecasts were
22     delayed by a year every year, with an
23     overall declining trend in production.
24          Q.    And to what did you
25     attribute the overall declining trend
0145
 1                  BRIAN J. WARD
 2     in production?
 3          A.    The lack of investment into
 4     our fields and the inefficiency of our
 5     operations in Nigeria.
 6                I should also add the
 7     difficulty of running these fields in a
 8     violent and unrest situation.
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 9                MS. MARSHALL:  Okay.  We can
10     take a break now, thank you.
11                MR. CLARK:  Great.
12                THE VIDEO OPERATOR:  This
13     marks the end of tape number 2, volume
14     1, in the video deposition of Brian
15     Ward.  Going off the record, the time
16     is 14:39.
17                (A recess was taken.)
18                THE VIDEO OPERATOR:  Back on
19     the record.  Here marks the beginning
20     of tape number 3, volume 1 in the video
21     deposition of Brian Ward.  The time is
22     14:56.
23          Q.    Mr. Ward, I'm going to mark
24     as Exhibit number 5 a document that was
25     produced in native format.  The
0146
 1                  BRIAN J. WARD
 2     document ID number is 101328316 and it
 3     is a three-page document.
 4                     (Ward Exhibit 5 for
 5     identification, ID number 101328316.)
 6          Q.    I'm not going to go into
 7     detail about the lengthy email on the
 8     second page.  I just -- if you could
 9     look at it to the extent that you need
10     to to familiarize yourself with the
11     discussion that was going on
12     surrounding the email.
13          A.    I saw this document
14     yesterday.
15          Q.    And you had an opportunity
16     to review it?
17          A.    Yes.
18          Q.    Do you recall this exchange?
19          A.    I recall the exchange, yes.
20          Q.    What is your recollection of
21     what were the circumstances surrounding
22     this correspondence?
23          A.    The -- the MD of SNEPCO had
24     had a reserves audit done on the
25     offshore deep fields and they had
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0147
 1                  BRIAN J. WARD
 2     recommended a de-booking.  Kisito
 3     Okpere who's the MD wrote to me and
 4     basically stated that he was going to
 5     de-book a certain number of reserves as
 6     a result of the audit.  I said hold --
 7     hold on a minute, we need to look at
 8     the wider spectrum of events around
 9     this before we start de-booking simply
10     because there was no doubt in our minds
11     that the oil was there.  It seemed
12     inefficient, incorrect to de-book and
13     then re-book afterwards.  So I wanted
14     to be sure before we agreed to it that
15     there was no reasonable alternative to
16     de-booking.
17          Q.    What ultimately happened?
18          A.    We de-booked.
19          Q.    Do you know when that was?
20          A.    No.
21          Q.    Was it in 2002?
22          A.    I don't recall which year it
23     was in.
24          Q.    Okay.  If you look at the
25     email you wrote, the second line says
0148
 1                  BRIAN J. WARD
 2     "The de-booking of reserves must be
 3     endorsed by myself and ExCom before any
 4     action is taken."  Was there a formal
 5     process that needed to be completed for
 6     there to be a de-booking of reserves?
 7          A.    It wasn't so much a formal
 8     process.  It was the fact that other
 9     areas within the organization, within
10     the Shell organization were involved in
11     booking and de-booking reserves.  We
12     couldn't do it unilaterally.
13          Q.    When you mean other areas?
14          A.    Technical review people, our
15     finance people would have wanted to be
16     involved in de-booking of reserves and
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17     so on.
18          Q.    Were those same people
19     involved every time there was a booking
20     of reserves?
21          A.    No.
22          Q.    Why is that?
23          A.    Booking of reserves was a
24     normal, every day process coming out of
25     operating companies as they went
0149
 1                  BRIAN J. WARD
 2     through their plan.
 3                MR. CLARK:  Are you speaking
 4     about expectation reserves now?
 5                THE WITNESS:  Expectation
 6     reserves.
 7                MS. MARSHALL:  I'd appreciate
 8     if you want to ask him questions that you
 9     do that at a different time.
10                MR. CLARK:  It's just the
11     record is really unclear between
12     expectation and proved today.
13          A.    When I'm talking about
14     reserves I'm talking about expectation
15     reserves.
16          Q.    Well, we've been talking
17     about reserves, we've been talking
18     about proved reserves.
19          A.    Okay.
20          Q.    And we've been talking about
21     expectation reserves.  So I don't think
22     actually it's fair to say that every
23     time you've said reserves you've meant
24     expectation reserves.  I don't think we
25     need to debate that right now.
0150
 1                  BRIAN J. WARD
 2                MR. CLARK:  You're right,
 3     because that's what he just said.
 4          Q.    When reserves are, proved
 5     reserves are booked does that -- did
 6     that need to be endorsed by yourself
 7     and ExCom?
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 8          A.    No.
 9          Q.    When proved reserves were
10     de-booked, did you believe that's
11     something that should have been
12     endorsed by yourself and ExCom --
13          A.    I did, yes.
14          Q.    -- before it being done?
15          A.    I did, yes.  If it was a
16     significant amount, yes.
17          Q.    When the -- with respect to
18     reserves and the terms technical or
19     commercial maturity, does that describe
20     -- are those terms that are used with
21     respect to proved reserves?
22          A.    They are used with respect
23     to the booking of proved reserves.
24          Q.    So in this exchange on the
25     bottom of the first page where it says
0151
 1                  BRIAN J. WARD
 2     "He did not feel that Bonga SW was
 3     technically or commercially mature
 4     enough for a booking on 1/1/2003," is
 5     that referring to a booking of proved
 6     reserves, if you know?
 7                MR. CLARK:  Objection.
 8          Q.    Looking at the bottom of the
 9     first page of the document.
10          A.    In our books we carry proven
11     and expectation reserves, and the
12     proven reserves require more stringent
13     and formalized.
14          Q.    Such as technical and
15     commercial maturity?
16          A.    I think that the -- they
17     certainly would include technical and
18     commercial maturity, yes.
19          Q.    At the bottom of this page
20     it says "Apparently, SEC frowns at the
21     practice of linking remuneration
22     through scorecard targets to proven
23     reserves because it tends to encourage
24     inflation of reserves, or asset value,
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25     without strict compliance to the SEC
0152
 1                  BRIAN J. WARD
 2     guidelines.  I believe this is an
 3     action for SIEP to implement
 4     group-wide."  Do you ever recall any
 5     conversations regarding this particular
 6     issue?
 7                MR. CLARK:  So the record is
 8     clear, I think we're talking about a
 9     differently formatted document.  That
10     sentence which you've read into the
11     record appears on the second page of
12     this email.
13                MS. MARSHALL:  Oh, okay, I
14     have a different copy.  I'll get the
15     same copy.
16                MR. CLARK:  I just don't
17     want the witness to be confused.
18                MS. MARSHALL:  Thanks.
19                MR. CLARK:  I apologize, but
20     maybe you can restate the question.
21          Q.    Okay.  At the top of the
22     second page, the first -- there's an
23     asterisk?
24          A.    Yes.
25          Q.    It says "Apparently, SEC
0153
 1                  BRIAN J. WARD
 2     frowns at the practice of linking
 3     remuneration through scorecard targets
 4     to proven reserves because it tends to
 5     encourage inflation of reserves, or
 6     asset value, without strict compliance
 7     to the SEC guidelines.  I believe this
 8     is an action for SIEP to implement
 9     group-wide."  Do you recall any
10     conversations regarding this particular
11     issue?
12          A.    Not until -- I do recall
13     conversations, but not until late
14     2003/early 2004.
15          Q.    Do you recall having a view
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16     on this prior to late 2003 or 2004?
17          A.    I had a view on including
18     reserves in our scorecard, expectation
19     of reserves in our scorecard prior to
20     the SEC implication or the -- or the
21     reference that's made in this
22     particular paragraph.
23          Q.    And what was your view?
24          A.    My view was that it was a
25     very important parameter to have on the
0154
 1                  BRIAN J. WARD
 2     scorecard of any operating company.
 3          Q.    Did you think that -- do you
 4     think that it ever encouraged inflation
 5     of reserves in your experience?
 6                MR. CLARK:  Objection;
 7     vagueness.
 8          A.    I personally don't believe
 9     that it would encourage inflation of
10     reserves because to generate your
11     increased resource base you need to
12     meet your plan, and meeting your plan
13     is what it's all about in terms of
14     performance.  If you can tick off that
15     you've met your reserves expectation
16     generation targets it also means that
17     you've met your plan.
18          Q.    What do you recall about the
19     conversations that were had on this
20     subject in the end of 2003/2004?
21                MR. CLARK:  Objection;
22     vagueness.
23          A.    The conversations were
24     around whether or not we internally
25     feel that reserves is a good
0155
 1                  BRIAN J. WARD
 2     performance indicator to have on the
 3     scorecards.  It would be better given
 4     the circumstances that we remove it
 5     from the scorecards for a period of
 6     time.
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 7          Q.    Do you think that there
 8     would be a difference between the
 9     effect of expectation reserves on a
10     scorecard and proved reserves on a
11     scorecard?
12          A.    Expectation reserves are the
13     lifeblood of your future growth in the
14     company.  Proved reserves are something
15     which are bagged.  When you talk about
16     expectation reserves target you're
17     talking about generating resources for
18     future plans and future investment.  So
19     the two are very different.
20          Q.    Do you think that proved
21     reserves should be included on
22     scorecards?
23          A.    No, I don't think they
24     should.
25          Q.    I'm going to show you a
0156
 1                  BRIAN J. WARD
 2     document which we'll mark as Exhibit
 3     number 6 for identification.  It bears
 4     Bates numbers V 00300854 through 56.
 5                     (Ward Exhibit 6 for
 6     identification, Bates stamped V
 7     00300854 through 56.)
 8          Q.    I'm not going to ask you
 9     anything about the people on the path
10     forward, section 3 or section 4 or
11     section 5.  So if you want to just look
12     at one, two and six.
13          A.    Yes, I've read it.
14          Q.    Do you recall the ExCom
15     meeting that these -- that this
16     document's describing?
17          A.    I don't recall the meeting
18     itself.  I recall the contents.
19          Q.    How regularly did ExCom meet
20     in 2002 and 2003, if you can recall?
21          A.    Once -- once a month and we
22     sometimes would have a telephone
23     meeting.
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24          Q.    And did you -- was it
25     mandatory to attend every meeting?
0157
 1                  BRIAN J. WARD
 2          A.    Yes.  Unless impossible.
 3          Q.    You recall the contents of
 4     what was discussed in the meeting?  I'm
 5     confused by your answer.  You don't
 6     recall the meeting itself, you recall
 7     the contents.  Does that mean you
 8     recall the issues?
 9          A.    Yes.
10          Q.    Okay.  ROACE, is that return
11     on average capital employed?
12          A.    Yes.
13          Q.    What do you recall about the
14     -- what was being discussed with
15     respect to the EP business plan for
16     2002?
17          A.    The EP business plan was not
18     acceptable to the CMD as it stood.  It
19     didn't meet the targets that they had
20     set.  We were asked to devise ways of
21     figuring out how we could adopt the
22     plan to meet the targets.
23          Q.    What were the targets that
24     the business plan didn't meet?
25          A.    The business could be
0158
 1                  BRIAN J. WARD
 2     characterized by return on capital,
 3     reserves replacement ratio, unit costs
 4     and production levels, and these quite
 5     often conflicted.  And the discussion
 6     was, for example, how would you meet
 7     specific return on capital and at the
 8     same time increase your production
 9     without the investment.
10                So that was the type of
11     conflict situation that we were in and
12     that we discussed on a regular basis.
13          Q.    Were there particular
14     targets that the CMD were not happy
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15     with?  For example, was there an issue
16     with respect to the reserve replacement
17     ratio that was in the business plan
18     that was proposed by ExCom?
19          A.    Yes, there was, and the CMD
20     weren't happy with the result.
21          Q.    What was presented by ExCom
22     with respect to the reserve replacement
23     ratio?
24          A.    As mentioned several times,
25     this was discussed on a frequent basis.
0159
 1                  BRIAN J. WARD
 2     Reserves replacement ratios into the
 3     future of between 50 and 70 percent
 4     depending on which plan we adopted were
 5     frequent -- frequent -- were common.
 6     And these did not stack up against the
 7     competition in any way, shape or form.
 8          Q.    And what reserve replacement
 9     ratio was the CMD looking for, if you
10     know?
11          A.    I can't answer the question
12     with respect to the CMD.
13          Q.    Can you answer with respect
14     to Walter van de Vijver?
15          A.    With respect to the ExCom?
16     Yes.
17          Q.    Yes.
18          A.    We were looking for a plan
19     that would demonstrate an increasing
20     reserves replacement ratio over the
21     coming years.
22          Q.    Was there a specific amount
23     by which ExCom was looking at the
24     reserve replacement ratio to increase
25     by?
0160
 1                  BRIAN J. WARD
 2          A.    The train of events was the
 3     other way around.  What were our
 4     options to generate more reserves,
 5     therefore, what could be the steps that
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 6     we could put into our plan.
 7          Q.    Was there any indication
 8     from Phil Watts as to what reserve
 9     replace -- reserve replacement ratio
10     would be acceptable?
11                MS. LATIMER:  Object to the
12     form.
13          A.    The reserve replacement
14     ratio for any company target would be
15     slightly over a hundred percent to
16     allow for growth.  Much more than that
17     would mean you're investing without
18     getting the return.
19          Q.    Do you recall whether or not
20     ExCom thought that that was a realistic
21     expectation --
22                MR. CLARK:  Objection.
23          Q.    -- in 2002, a hundred
24     percent reserve replacement ratio?
25          A.    We were very clear that to
0161
 1                  BRIAN J. WARD
 2     achieve a hundred percent plus reserve
 3     replacement ratio in 2002 was
 4     impossible.  Other than acquisition and
 5     divestment type strategic approaches.
 6          Q.    Where it says in that second
 7     paragraph under business plan, the
 8     second sentence, "He then reviewed
 9     production growth, reserves replacement
10     and unit operating cost - all of which
11     are challenged, and showed the ExCom
12     the performance figures required to
13     close the gap between the plan and
14     promised performance" --
15          A.    Where are we looking at?
16                MR. CLARK:  I think the
17     witness and I are in a different place.
18     You're in the second paragraph on the
19     first page; is that correct?
20                MS. MARSHALL:  Yes, maybe I
21     misspoke.
22          Q.    I'm looking at the second
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23     sentence of the second paragraph of the
24     first page.
25          A.    Okay.
0162
 1                  BRIAN J. WARD
 2          Q.    Do you know what performance
 3     figures this is referring to?
 4          A.    It's referring to the
 5     performance indicators described by the
 6     four key indicators which we've
 7     discussed several times.
 8          Q.    What, if any, action was
 9     taken as a result of this conversation
10     regarding the business plan being
11     rejected by CMD?
12          A.    The action was for us to
13     review our own plans and ensure that we
14     couldn't contribute further to the
15     overall EP plan than we had done.  And
16     this was a common theme in these
17     discussions.
18          Q.    What do you mean by to
19     ensure that you couldn't contribute
20     further to the overall EP plan?
21          A.    What I mean by that is were
22     our individual regional plans tuned to
23     the group plan in the best way
24     possible.
25          Q.    In the next page at the top
0163
 1                  BRIAN J. WARD
 2     it says "EP - The road forward."  It
 3     says "Walter introduced the challenge
 4     of the road forward for EP.  He
 5     described (i) setting the challenge to
 6     take the risks necessary to 'get out of
 7     the box.'"  And get out of the box is
 8     in quotation marks.  What does the
 9     phrase get out of the box mean to you?
10          A.    It means that the four
11     parameters, reserves replacement ratio,
12     production growth, unit costs and
13     return on capital presented us with a
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14     constrained environment.  And since
15     there were four parameters we called it
16     a box.  Since those parameters were
17     conflicting in almost every respect to
18     achieve one would mean degradation of
19     the other.
20          Q.    So in order to get
21     production to grow you'd have to spend
22     more money?
23          A.    And my ROACE would go down.
24          Q.    And your what?
25          A.    Return on capital would go
0164
 1                  BRIAN J. WARD
 2     down.
 3          Q.    And the only way to increase
 4     the reserve replacement ratio would be
 5     to increase production?
 6          A.    Increase --
 7          Q.    Costs and production?
 8          A.    And produce -- exploration,
 9     increase exploration appraisal and so
10     on to increase our expectation and
11     reserves and then that would increase
12     our proved reserves.
13          Q.    Okay.  He then wrote, so
14     that was one, "setting the challenge to
15     take the risks necessary to 'get out of
16     the box,'" two, "making connection
17     between our past and our future."  What
18     does that mean to you?
19          A.    I don't recall what that
20     means.
21          Q.    Okay.  Three, "Integrating
22     and managing the changes," and four,
23     "Getting a sense of our own alignment.
24     He cautioned the way of thinking that
25     got us here is still alive today."  Do
0165
 1                  BRIAN J. WARD
 2     you know what way of thinking he was
 3     referring to?
 4          A.    He was referring to more of
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 5     the same, do the same things as you did
 6     before, you get the same results, and
 7     we needed to think differently, we
 8     needed to be better aligned as a global
 9     business.
10          Q.    In the end of the document
11     under paragraph 6, "A winning story."
12     It says that you presented an initial
13     outline for the communications package.
14     Do you recall what this communications
15     package was for?
16          A.    It was to be presented at a
17     meeting of the ExCom and senior
18     managers from the operating companies
19     in a meeting, EP group leadership
20     meeting.  Sorry, that wasn't what it
21     was called.  It had another term.
22     Anyway, it was the heads of all the EP
23     operating companies and the EP ExCom.
24          Q.    And what was the purpose of
25     that meeting?
0166
 1                  BRIAN J. WARD
 2          A.    The purpose of that meeting
 3     was to align all the senior people
 4     running our operating companies with
 5     our plan and what we required of them,
 6     made that clear.
 7          Q.    It says here in the second
 8     sort of dash, "While it was felt that
 9     numbers helped to make the story feel
10     real and provide a tangible target, the
11     use forward-looking goals to establish
12     a 'stake in the ground' would be
13     preferred to expressing it in terms of
14     gaps."  Can you explain what this --
15          A.    This -- this was simply a
16     matter of presentation.  Rather than
17     saying we fall short by X, we would say
18     we wanted to achieve X by such and such
19     a date.  So we would set a goal.
20          Q.    Okay.  And do you know any
21     reason why investor relations needed to
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22     review this information?  In the first
23     line it says "The ExCom noted the need
24     to have the information reviewed
25     carefully by IR prior to any broad
0167
 1                  BRIAN J. WARD
 2     distribution."
 3          A.    This was purely -- this was
 4     internal business with confidential
 5     information in there.
 6          Q.    So you don't have any
 7     understanding as to why that would have
 8     to occur?
 9          A.    It was -- we were just by
10     this time fairly sensitive to the
11     amount of effort that had gone into
12     working with investors and invest --
13     analysts with our investor relations
14     people and we wanted to make sure we
15     weren't saying anything which would
16     contradict that effort.
17          Q.    I'm going to show you a
18     document which we'll mark as Exhibit
19     number 7.  The first page is blank, but
20     it's LON 01830079 through 81.
21                     (Ward Exhibit 7 for
22     identification, Bates stamped LON
23     01830079 through 81.)
24          Q.    I just ask that you review
25     the email exchange that begins at the
0168
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 2     bottom of the first page.
 3          A.    Yes, I've read it.
 4          Q.    Do you recognize this
 5     exchange?
 6          A.    I recognize the content.
 7          Q.    Okay.  And you've had the
 8     opportunity to view the -- review the
 9     document?
10          A.    I've just read it.
11          Q.    Okay.  If you look to the
12     bottom of the page there's an email
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13     from Bob Turner to yourself dated
14     October 29th, 2002.  The subject is
15     "Effect of min. standard on production
16     forecasting."  Who is Bob Turner?
17          A.    He was a member of the
18     technical and operational excellence
19     team.
20          Q.    What was his role there?
21          A.    He was the production
22     technology specialist.
23          Q.    What were his
24     responsibilities in that role?
25          A.    His role was, as with all
0169
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 2     the other disciplines, to come up with
 3     a set of minimum standards of operation
 4     for his discipline.
 5          Q.    What was the production
 6     forecasting minimum standard?
 7          A.    It was a process which would
 8     allow the operating companies to follow
 9     a sequence of events to arrive at a
10     production forecast.
11          Q.    Why was this a subject of
12     discussion at this time?
13          A.    Because the issue around
14     production forecasting is that by its
15     very nature it's a skewed distribution,
16     and you are -- there's much bigger
17     chance in general that you will fall
18     short than that you will exceed.
19                Now if you add up the means
20     of those distributions you end up at a
21     forecast which you're more likely not
22     to achieve than to achieve, and we
23     needed to -- and that was borne out by
24     the struggle to achieve a planned
25     forecast of production.
0170
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 2                What we were doing in T&OE
 3     was saying, look, how -- how do we go
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 4     about this so that we get at least a 50
 5     percent chance of being right.
 6          Q.    Was the idea of a minimum
 7     standard on production forecasting a
 8     new initiative or had there always been
 9     a minimum standard on production
10     forecasting?
11          A.    No, this was a new
12     initiative.
13          Q.    And who initiated this
14     initiative?
15          A.    I did.
16          Q.    Did you have any discussions
17     with ExCom about the need for this
18     initiative?
19          A.    Not that I recall.
20          Q.    Do you recall ever talking
21     to Mr. van de Vijver about the need for
22     this initiative?
23          A.    I recall talking to Mr. van
24     de Vijver about T&OE and where we would
25     be concentrating our efforts.
0171
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 2          Q.    And was this one of the
 3     areas that you --
 4          A.    And this was one of the
 5     areas.
 6          Q.    I'm sorry, you need to let
 7     me finish my questions so it's easier
 8     for her.
 9          A.    I'm sorry.
10          Q.    So this was one of the areas
11     that you would be concentrating on?
12          A.    Yes.
13          Q.    And did he express any view
14     on that?
15          A.    Not that I recall.
16          Q.    What did you understand Mr.
17     Turner to be warning you about in this
18     email?
19          A.    He was basically reinforcing
20     what we already knew, that the way we
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21     were adding up a myriad of separate
22     production forecasts from various areas
23     and adding them together to produce an
24     overall group production forecast was
25     subject to being over-optimistic.
0172
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 2          Q.    When he wrote here, "I
 3     believe the production forecasting
 4     minimum standard could be a 9.0 on the
 5     Richter scale, it's becoming clear that
 6     there's a lot of hope (equal management
 7     adjustment and our current forecast
 8     round the group, no one seems to own
 9     the 3 percent growth target at the
10     production end of the business.  Upside
11     potential is over-estimated and
12     downside risk underplayed," what did
13     you understand that to mean?
14          A.    Could you be more explicit
15     on which part you want me to comments
16     on?
17          Q.    Sure.  When he says -- when
18     he wrote there's a lot of, parentheses
19     hope -- quotation mark hope,
20     parentheses equal management adjustment
21     and our current forecast round the
22     group, what did you understand that to
23     mean?
24          A.    I understood that to mean a
25     lack of realism by the people compiling
0173
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 2     the forecasts around the risks.  If I
 3     were to give you an example --
 4          Q.    That would be great.
 5          A.    In the Gulf of Mexico if we
 6     have a bad hurricane season, the
 7     platforms are shut down and we lose a
 8     huge amount of production.  It's an
 9     extremely difficult decision to make as
10     head of an operating company or as a
11     technical specialist to take a large
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12     discount for the fact that you might
13     have a hurricane coming and it might
14     close your particular platform down.
15                On the other hand, on a
16     statistical basis around the world if
17     everybody ignores something that
18     statistically is going to happen you
19     end up with an over-optimistic
20     forecast.
21          Q.    And do you know what he
22     meant by "no one seems to own the 3
23     percent growth target at the production
24     end of the business"?
25          A.    Yes.  The 3 percent growth
0174
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 2     target came from top down, was an ExCom
 3     target, and of course at the end of the
 4     day the people who have to produce that
 5     3 percent are the people down running
 6     the fields and operating the fields and
 7     managing the fields.  And they would
 8     look at you and say well, hey, I'm flat
 9     out, where am I going to get an extra 3
10     percent from.  So that's the issue
11     around lack of ownership.  And so what
12     we would have to do would be to
13     convince them we have to work and see
14     how we are going to do it.
15          Q.    Was a minimum standard of
16     production forecasting put into effect?
17          A.    I don't know the answer to
18     that question.  I would assume so by
19     now.
20          Q.    Had it been put into effect
21     before you left the company?
22          A.    A large number of these
23     minimum standards had been issued to
24     the operating companies.  They were --
25     including this one.  They were being
0175
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 2     worked.  Feedback from the operating
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 3     companies was happening.  It was the
 4     process of finalizing and implementing
 5     these final standards.
 6          Q.    Okay.  Changing the subject,
 7     do you recall in January of 2003 an
 8     article that was written in I believe
 9     an internal magazine called -- I don't
10     know what it was called, but that
11     discussed drawing on credit?  Does that
12     mean anything to you?
13          A.    I didn't hear you, I'm
14     sorry.
15          Q.    A drawing on credit, an
16     article that appeared in I believe it
17     was an internal magazine?
18          A.    No, I don't recall it.
19          Q.    I'm going to show you two
20     documents to refresh your recollection.
21     We'll mark them at the same time, I'll
22     give them to you together because I
23     believe they should be read together.
24                MS. MARSHALL:  The first one
25     I'll mark as Exhibit 8 which is RJW
0176
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 2     00190173, and the second one is V
 3     0020922.  And I think you should read
 4     them in the order that we're marking
 5     them.
 6                     (Ward Exhibit 8 for
 7     identification, Bates stamped RJW
 8     00190173.)
 9                     (Ward Exhibit 9 for
10     identification, Bates stamped V
11     0020922.)
12          Q.    Have you had an opportunity
13     to read these documents?
14          A.    I have, yes.
15          Q.    Who is Jim Chapman?
16          A.    He was my petroleum
17     engineering focal point on T&OE on the
18     technical and agreement -- sorry,
19     technical and operations excellence
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20     team.
21          Q.    Okay.  And what was his --
22     what were his responsibilities in that
23     position?
24          A.    Basically his home
25     discipline was production geology and
0177
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 2     he was looking at the standards of
 3     reserves, production geology, reservoir
 4     engineering, that sort of stuff, and he
 5     -- his job was to develop minimum
 6     standards for these areas to support
 7     the overall objective of having the
 8     same minimum technical standards around
 9     the group.
10          Q.    And in looking at the
11     standards of reserves, was the
12     standards of proved reserves included
13     in that?
14          A.    No.
15          Q.    And when you say the
16     standard of reserves, can you explain
17     what you mean?
18          A.    The issue around what --
19     what Jim was looking at was much more
20     focused on the technology and technical
21     process related to field development
22     and field development in terms of how
23     you arrive at booking reserves
24     expectations and so on.
25                So he was not, if you like,
0178
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 2     at that stage at any rate in the audit
 3     role of proved reserves booking
 4     compliance.
 5          Q.    Right.  But would he be
 6     looking at field development plans and
 7     their related technical aspects to see
 8     if they could support commercial
 9     development for a particular field, for
10     example?
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11                MR. CLARK:  Objection; asked
12     and answered.
13          A.    Would you like to rephrase,
14     rephrase the question.
15          Q.    Sure.  When you say that he
16     was more focused on the technology and
17     technical process related to field
18     development, the field development in
19     terms of how you arrive at booking
20     reserve expectations, can you explain
21     what you mean by that?
22                MR. CLARK:  Objection;
23     misstates prior testimony.
24                MS. MARSHALL:  I was reading
25     his testimony.
0179
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 2                MR. CLARK:  I don't think
 3     you read it right then.
 4          Q.    You can answer the question.
 5          A.    Okay.  When asked to
 6     separate the issue of managing the
 7     business as a petroleum engineer from
 8     this issue of arbitrarily setting
 9     rules, compliance rules for booking
10     proved reserves, the two have very
11     little to do with each other.  Jim's
12     job was clearly to manage the standards
13     by which development planning of fields
14     and the process thereby was defined.
15     In other words, how do you go through
16     this process, how do you re- -- arrive
17     at demonstrating your expectation of
18     reserves, how do you then move forward
19     into a development plan and so on.
20     That's where his focus was.
21                His other focus was also to
22     do with reserves, but again, much more
23     on the practical side, were there other
24     methodologies, other reservoir
25     mechanisms that we could use such as
0180
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 2     water injection around the world which
 3     would enhance our expectation of
 4     reserves on a broad-brush basis because
 5     we felt that we were missing something
 6     in terms of application of best
 7     technology and best techniques, or may
 8     be missing something, and we wanted to
 9     review that.
10                That's Jim's role in T&OE.
11          Q.    Do you recall the article
12     that precipitated this email exchange
13     that's in Exhibit 8 and 9?
14          A.    In fact, I don't recall it.
15          Q.    Do you recall any part of
16     this exchange occurring?
17          A.    A vague recollection in the
18     back of my mind.  It certainly didn't
19     make an impact on me.
20          Q.    In the email from Walter van
21     de Vijver to Mr. Chapman that you're
22     copied on, he says, "Knowing the
23     sensitivity on our reserve base and
24     formal reporting guidelines, how could
25     you have contributed to such an article
0181
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 2     in a magazine that also gets
 3     distributed externally?"  Do you know
 4     what sensitivity he was referring to?
 5          A.    No.
 6          Q.    Do you know what magazine
 7     this is referring to?
 8          A.    No.
 9          Q.    In your email to Mr. van de
10     Vijver that begins on the first page of
11     Exhibit 9, the bottom of the first
12     page, it says, "Jim being the head
13     honcho for petroleum engineering
14     recited the issues around the box, the
15     key one being from his viewpoint
16     reserve replacement."  Is this -- do
17     you know if this box that you're
18     mentioning here is the same box we were
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19     talking about before?
20          A.    Yes.
21          Q.    Okay.  You wrote "It was
22     absolutely clear he had no idea as to
23     the sensitivities around disclosure,
24     and to be fair to him, the latter has
25     been building up significantly over the
0182
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 2     last year."  Do you have any
 3     recollection of what sensitivity you
 4     were referring to that was building up
 5     significantly over that last year?
 6          A.    Yes.  It would have been the
 7     parameters surrounding the box, same
 8     four parameters.
 9          Q.    Do you recall if the
10     disclosure had anything to do with the
11     SEC disclosure?
12          A.    I have no idea.
13          Q.    Okay.  Then if you look at
14     John Darley's email to you, he said "In
15     my view there are two issues.  One is
16     on disclosure of share-price sensitive
17     data."  Do you know what he meant by
18     share-price sensitive data?
19          A.    Any publication that went
20     out into the outside world discussing
21     key parameters looked at and -- by
22     analysts and by which we were judged as
23     a company was seen as share-price
24     sensitive data.
25          Q.    And your response to him --
0183
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 2     well, he -- he wrote in the email "For
 3     your info, I have given instructions
 4     not to continue distribution of the
 5     magazine and to recover and destroy all
 6     distributed copies."  You wrote in your
 7     response to Mr. Darley, "You said it
 8     John, technical content.  I take your
 9     point, however.  So much for openness,
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10     by the way."  Do you know what you
11     meant by that statement, "so much for
12     openness by the way"?
13          A.    The group had been moving
14     over time from being a very autocratic
15     direct line communication in a rigid
16     hierarchy to much more of an open
17     discussion with much more fuzzy lines
18     in terms of who you would talk to and
19     who you could talk to and so on.  And
20     we recognized the hierarchical
21     structure as being old-fashioned and
22     contributing to the difficulties that
23     we were finding ourselves in at the
24     time this was written.
25                We promoted openness, but of
0184
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 2     course the -- the issue around openness
 3     is how open is open.
 4          Q.    And this --
 5          A.    That's what I was referring
 6     to.
 7          Q.    Meaning perhaps this was too
 8     open?
 9          A.    Yes.  I mean it needed more
10     -- it should have had more thought
11     before it went out, clearly.
12          Q.    Do you recall having any
13     conversations with Mr. Chapman about
14     not the issue of the magazine article
15     and that he wrote it and it was
16     published, but the content?
17          A.    No.
18          Q.    Do you recall having any
19     conversations with Mr. Chapman about
20     the issue with respect to reserves that
21     he was working on?
22          A.    Yes.
23          Q.    And when do you recall
24     having those conversations?
25          A.    I can't specify a time, but
0185
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 2     it would have been over a period of
 3     time I'd have had those conversations.
 4          Q.    What do you recall about
 5     those conversations?
 6          A.    We were looking to see,
 7     looking at our resource base on a
 8     global basis, whether there were
 9     technologies that we could use, used by
10     other -- by competitors or by other
11     people successfully that would be
12     applicable to our fields on a -- on a
13     global scale to make a large difference
14     to our recoverable reserves.
15          Q.    Do you recall ever being
16     privy to conversations about what --
17     whether there were certain types of
18     field developments or technical
19     procedures that the SEC did not support
20     for reserves to be considered proved?
21          A.    Could you rephrase the
22     question.
23          Q.    Sure.  Did you ever recall
24     whether there were any conversations
25     with respect to certain technologies
0186
 1                  BRIAN J. WARD
 2     used for the recovery and whether or
 3     not the SEC had any particular views
 4     with respect to any of those?
 5          A.    Yes, I do.
 6          Q.    Where do you recall those
 7     conversations taking place?
 8          A.    I don't recall where they
 9     took place.
10          Q.    Were they at the ExCom
11     level?
12          A.    I don't recall where they
13     took place, but such subjects would be
14     discussed at the ExCom.
15          Q.    What do you recall about
16     those conversations?
17          A.    The conversations were
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18     around the fact that even though we
19     considered our reserves booking
20     processes to be conservative the SEC
21     rules were far more constrictive in the
22     sense that they would not allow 3D
23     seismic results which we would use on a
24     normal basis to be included, that they
25     would not allow pressure data to
0187
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 2     estimate the column of oil or gas that
 3     you'd found to be used.  This was the
 4     issue of lowest known hydrocarbons.
 5                These sorts of things which
 6     were absolutely basic within, enshrined
 7     within our way of doing our technical
 8     business were not allowed by the SEC
 9     rulings.
10          Q.    And was there a certain
11     specific time period that you became
12     aware of the SEC's views on those?
13          A.    No.  The -- the issue of
14     noncompliance with SEC for myself
15     personally was a two-year process.
16          Q.    And those two years being?
17          A.    2002/2003.
18          Q.    Were you surprised to learn
19     the SEC's views on the 3D seismic
20     results, for example?
21          A.    I was very surprised because
22     3D seismic has been around a very long
23     time and has proven its worth without
24     any -- any discussion whatsoever in
25     terms of how useful it was.
0188
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 2          Q.    When you first learned that
 3     there were issues of noncompliance with
 4     the SEC, what was your reaction?
 5          A.    My reaction was I needed to
 6     see what the noncompliances were, were
 7     they significant, what did we need to
 8     do about them.
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 9          Q.    Do you recall any specific
10     actions that you took in that regard?
11          A.    The actions that I would
12     take -- I was taking were mainly
13     focused on SPDC.  They were based on
14     and generated by the lack of
15     professional management of our
16     reservoirs in SPDC, not by the SEC.
17                The noncompliance issue with
18     the SEC was an issue that had to be
19     included in the overall bigger scheme
20     of things within the country.
21          Q.    Was the reserve maturation
22     study in SPDC part of that process?
23          A.    Yes, it was.
24          Q.    And what was the genesis of
25     that study?
0189
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 2          A.    When we started off with the
 3     critical issues process one of the
 4     critical issues was reserves.  The more
 5     we dug into the reserves issue the more
 6     problems we uncovered, and the more
 7     resources we decided to put on to the
 8     issue, and this was one of them.
 9          Q.    And what was the purpose of
10     the reserve maturation study?
11          A.    Within the overall context I
12     can't answer that question.
13          Q.    Was it something that Walter
14     van de Vijver wanted to be done?
15          A.    I don't know.  Certainly he
16     would have supported it.
17          Q.    Why do you say that?
18          A.    Because we had clear
19     indications that we needed to do more
20     work on our reserves and field
21     development planning in Nigeria, in
22     SPDC than was going on at the time, was
23     able to be put on it through internal
24     resources.
25          Q.    And that was clear from when
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 2     you started as the CEO of Africa?
 3          A.    Yes, correct.
 4                MR. CLARK:  Caroline, if you
 5     want to stop at a convenient point for
 6     a quick break.
 7                MS. MARSHALL:  Now is fine.
 8                MR. CLARK:  Okay, let's just
 9     take five.
10                THE VIDEO OPERATOR:  Going
11     off the record, the time is 16:00.
12                (A recess was taken.)
13                THE VIDEO OPERATOR:  Going
14     back on the record, the time is 16:25.
15                MR. CLARK:  Off the record.
16                (Discussion off the record.)
17          Q.    Mr. Ward, you have in front
18     of you a document that was previously
19     marked at a prior deposition as Exhibit
20     number 3 for identification at Mr.
21     Kluesner's deposition.  I don't expect
22     that this is something that you've ever
23     seen.  I actually thought it might be
24     helpful to show you to reference your
25     recollection on the sequence of events
0191
 1                  BRIAN J. WARD
 2     with respect to the reserve maturation
 3     study.
 4          A.    Yes.
 5          Q.    Okay.  So if you want to
 6     take a moment to look through it.  I
 7     don't believe that every phase has a
 8     reference that you may know about,
 9     every entry, but if you want to look
10     through it --
11          A.    Right.
12          Q.    -- that would be helpful.
13          A.    Okay.
14          Q.    Have you had an opportunity
15     to review this document?
16          A.    Yes.
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17          Q.    Do you recall getting in
18     touch with David Kluesner regarding the
19     reserve maturation study in July of
20     2003?
21          A.    Yes.
22          Q.    What do you recall about
23     your initial conversation or
24     conversations with Mr. Ward?  I'm
25     sorry, with Mr. Kluesner, thank you.
0192
 1                  BRIAN J. WARD
 2          A.    I reached the conclusion by
 3     this time that the studies that were
 4     being performed by the people in
 5     Nigeria were never going to be
 6     concluded in a satisfactory fashion.
 7     That was based on the fact that every
 8     time we had a summarization of the
 9     status of the work going on we got
10     different figures and different
11     conclusions.  I needed to try to bring
12     it to the head in Nigeria so that we
13     had a document we could refer to
14     because up until now it had proved --
15     it had escaped any -- my best efforts
16     at least to come to a landing on where
17     we were with respect to our overall
18     reserves and project maturity position.
19                Dave Kluesner was a highly
20     respected senior reservoir engineer in
21     the group and I asked if he would help
22     us out, go over to Nigeria, and
23     specifically I wanted him to oversee
24     the framing of the work that needed to
25     be done.  The complexity of the problem
0193
 1                  BRIAN J. WARD
 2     that we were faced with there, the
 3     technical complexity and the commercial
 4     complexity, if you like, with respect
 5     to meeting LNG demands required that we
 6     had to have a defined framework so that
 7     we always referred to the same
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 8     framework, otherwise, we were never
 9     going to come to a conclusion.
10                And I asked Dave Kluesner if
11     he would help me out with this, get
12     into the internals of what John Hoppe
13     was doing, and feel comfortable with a
14     framework that we could work with from
15     then on.
16          Q.    And when you say the
17     internals of what John Hoppe was doing,
18     what are you referring to?
19          A.    I'm referring to what you
20     would normally refer to as a terms of
21     reference for a study, and quite
22     clearly, from my experience as the year
23     went on, the changes in figures and the
24     changes in conclusions and approach was
25     such that that framework was clearly
0194
 1                  BRIAN J. WARD
 2     not there, wasn't embedded, and I guess
 3     the task was just too big.
 4          Q.    And do you recall what Mr.
 5     Kluesner was asked to look at?
 6          A.    Well, I was more interested
 7     in him overseeing the structure of the
 8     work that needed to be done and how the
 9     framework would be set up, so that we
10     had a consistent review point.
11                When Dave got there, it was
12     quite clear that they -- they needed
13     him to help in the more basic stuff,
14     the more -- and from where I stood, I
15     would say that he got too quickly into
16     the detail with John Hoppe rather than
17     attacking this framework, although he
18     did do that as well.
19          Q.    And the detail was the
20     detail of the maturity --
21          A.    Maturity of the projects and
22     therefore the maturity of the reserves
23     bookings.
24          Q.    So he took it on a field-by-
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25     field basis?
0195
 1                  BRIAN J. WARD
 2          A.    Yes.  Well, a project-by-
 3     project basis.
 4          Q.    Project-by-project basis?
 5          A.    Yes.
 6          Q.    To try to determine the
 7     maturity of the project?
 8          A.    Yes, yes.
 9          Q.    And also to try to match
10     that up with the reserves that had been
11     booked?
12          A.    That's correct.
13          Q.    And was it anticipated that
14     there was going to be a gap?
15          A.    Yes.
16          Q.    And did he in fact find
17     there to be a gap?
18          A.    He did, yes.
19          Q.    And was it initially
20     expected that part of his project would
21     be aimed at determining how best to
22     fill that gap with -- by developing
23     or --
24          A.    No.
25          Q.    -- or maturing certain
0196
 1                  BRIAN J. WARD
 2     projects?
 3          A.    That was not his prime aim.
 4     His prime aim was to develop a
 5     methodology or a framework by which we
 6     could, A, establish the true position
 7     of our reserves if there was such a
 8     thing, and B, provide a way ahead in
 9     terms of structure for the study.
10          Q.    And were Mark Corner and
11     Phil Davis involved in the project?
12          A.    Yes.
13          Q.    And what was their
14     involvement?
15          A.    Phil was my normal contact
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16     route to what was going on, and Mark
17     Corner was the technical director in
18     SPDC and therefore had accountability
19     over the -- overseeing this particular
20     issue.
21          Q.    If you look on the second
22     page the entry on November 12th, 2003,
23     there's a reference to a meeting with
24     Mark Corner and John Hoppe with Phil
25     Davis and Tom van Leenen on the phone
0197
 1                  BRIAN J. WARD
 2     in The Hague.  Who's Tom van Leenen?
 3          A.    Tom van Leenen was the
 4     opposite number to Phil Davis on the
 5     engineering side.
 6          Q.    Okay.
 7          A.    So not the petroleum
 8     engineering side which was Phil Davis,
 9     but on the engineering side, in EPG.
10          Q.    It says "Finished the
11     teleconference with Brian Ward on the
12     phone where he stressed how important
13     it was to finish study and to make sure
14     we had it right.  Questions about what
15     to do, de-booking or other as a result
16     of the immaturity and shortfall were
17     briefly discussed."  Do you recall that
18     conversation?
19          A.    I don't recall that
20     conversation.
21          Q.    Do you recall going to
22     Nigeria for a meeting on November 18th,
23     or was that a meeting that you attended
24     by telephone?
25          A.    I don't recall this meeting.
0198
 1                  BRIAN J. WARD
 2          Q.    Do you recall traveling to
 3     Nigeria in the fall of 2003?
 4          A.    I traveled to Nigeria on a
 5     fairly regular basis.
 6          Q.    So it's conceivable you were
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 7     at the meeting, you just have no
 8     particular recollection?
 9          A.    I don't have a recollection
10     of this meeting.
11          Q.    Do you recall learning about
12     the magnitude of the shortfall?
13          A.    I learned -- at this
14     meeting?
15          Q.    At any point in time.
16          A.    Yes, I learned about it from
17     Phil Davis.
18          Q.    Do you recall when that was?
19          A.    Certainly towards the end of
20     2003.
21          Q.    Could it have been before
22     this meeting, or you just have no
23     recollection?
24          A.    I don't recall the
25     chronology.
0199
 1                  BRIAN J. WARD
 2          Q.    Do you recall what your
 3     reaction was when you learned the
 4     magnitude of the shortfall?
 5          A.    My answer to your question
 6     is my reaction to the magnitude of the
 7     shortfall after I was aware of the
 8     consequences of the deviations from the
 9     SEC rulings, which was late in the
10     year, was to de-book them in total.
11     There were all sorts of categories.
12     What the people had done, what the
13     technical staff had done was divided
14     these reserves up into reserves that
15     were too far into the distance to
16     include reserves which needed more
17     maturity work done on them, reserves
18     which this, reserves which that.  And
19     it was clear to me at a certain point
20     in time towards the end of 2003 that
21     there was simply no way this process of
22     studying throughout 2000 and 2003 had
23     any hope of coming to a conclusion at
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24     that time.
25                I was by that time aware,
0200
 1                  BRIAN J. WARD
 2     certainly post-mid-November 2003 I was
 3     aware of the very considerable
 4     consequences foreseen by our board and
 5     my reaction was to de-book them
 6     regardless and then start work on
 7     fixing the problem with the reserves
 8     de-booked.
 9          Q.    Was there any disagreement
10     within the company about whether or not
11     your view that all of the reserves
12     should -- all of those reserves in the
13     study should be de-booked was correct?
14                MR. CLARK:  Objection.  Do
15     you have a time frame?
16          Q.    When you came to that
17     conclusion were there other people who
18     were expressing a different view?
19          A.    Not to my knowledge.
20          Q.    Around the same time?
21          A.    Not to my knowledge.  The --
22     at that time we'd passed this rubicon
23     the awareness of the consequences of
24     deviations from the SEC rulings had
25     become so clear that I think
0201
 1                  BRIAN J. WARD
 2     everybody's reaction was, look, we
 3     don't have an alternative, we have no
 4     time left, we can't -- we can't fix
 5     this, de-book.  However, that's --
 6     sorry, that was my opinion, that's the
 7     feeling I got from my colleagues.
 8          Q.    And you didn't hear a
 9     different opinion expressed --
10          A.    I didn't hear a different
11     opinion.
12          Q.    -- at that time?
13                Do you recall a time where
14     you did hear a different opinion
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15     expressed?
16          A.    The process beyond about
17     mid-November 2003 excluded most of the
18     ExCom.  In fact, it probably was a
19     little earlier than that, where Walter
20     formed a small group that worked
21     absolutely full time on this issue.  It
22     included the group reserves auditors,
23     but also the group auditor, these sorts
24     of people.  And I was not involved in
25     any discussions from that point in time
0202
 1                  BRIAN J. WARD
 2     until the disclosure on the 9th of
 3     January 2004.
 4          Q.    Because you were not
 5     included on that team or because you
 6     were?
 7          A.    Yes.  Because they had to
 8     have a small team.  The -- my
 9     contribution to that team was the input
10     from Dave Kluesner's work and where I
11     derived that in a final -- with my
12     people, but they took that and then
13     write we now have to decide how to work
14     through with this.
15          Q.    Do you ever recall prior to
16     November of 2003 any debate within
17     ExCom about the need to de-book
18     reserves as a result of the SEC guide
19     -- the SEC rule?
20          A.    Yes, I do.
21          Q.    When -- do you recall
22     debates occurring on more than one
23     occasion?
24          A.    Yes.
25          Q.    When do you first recall
0203
 1                  BRIAN J. WARD
 2     that debate beginning?
 3          A.    I can't name a date.
 4          Q.    What year was it?
 5          A.    Certainly we would be
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 6     discussing it at the beginning of 2003.
 7          Q.    Do you recall whether you
 8     ever took a position in 2003 about
 9     whether or not any reserves needed to
10     be de-booked because of the SEC --
11     compliance or lack of compliance with
12     the SEC rule?
13          A.    The issue was very simply
14     that if we were unable to demonstrate
15     compliance or offsets for booked
16     reserves, we would have to de-book.
17     However, the complexity of the issue
18     that I've referred to before meant that
19     the document that was to arrive on my
20     desk finalizing and concluding the
21     position that we were in never actually
22     arrived.
23          Q.    So is it your view that the
24     de-booking needed to happen because no
25     answer could be found?
0204
 1                  BRIAN J. WARD
 2          A.    We were unable to arrive at
 3     what I would have considered to be a
 4     defensible document not to de-book.
 5          Q.    Was there a time frame --
 6     let me ask it this way.  Going back to
 7     2000 -- the beginning of 2003, you
 8     testified that ExCom would certainly be
 9     discussing de-booking at the beginning
10     of 2003.  At that time was there a time
11     frame discussed by which there needed
12     to be the ability to defend the
13     bookings or else they would have to be
14     de-booked?
15          A.    Yes, by the end of the year.
16          Q.    And who -- where did the
17     deadline of the end of the year come
18     from?
19          A.    That would be the deadline
20     for our disclosure on reserves, so we
21     would have had to have booked those
22     reserves by that time, or de-booked
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23     them by that time to include them in
24     the documentation in the spring.
25          Q.    Was there ever any
0205
 1                  BRIAN J. WARD
 2     discussion about whether there were
 3     requirements for disclosures of
 4     previously booked proved reserves that
 5     had been determined to be no longer
 6     meeting the criteria of proved reserves
 7     prior to the end of the year?
 8                MR. CLARK:  Objection to the
 9     form.
10          A.    I recall discussions in
11     ExCom about certain reserves being at
12     risk of de-booking.
13          Q.    Do you recall which reserves
14     those were?
15          A.    Nigeria was one, Kashagan,
16     Gorgon.  I can't remember others.  I
17     think there were smaller ones around
18     the patch.
19          Q.    What do you recall about
20     those discussions about those reserves
21     that were at risk of de-booking?
22                MR. CLARK:  Objection to
23     form.
24          A.    I recall discussions around
25     what flexibility we had with respect to
0206
 1                  BRIAN J. WARD
 2     each of these bookings at risk to do
 3     something about them, and I wasn't
 4     involved in the other fields, but in
 5     terms of SPDC, I relayed the fact that
 6     we were working the issue as hard as we
 7     could and hoped to come up with an
 8     answer before year end.
 9          Q.    In the beginning of 2003 did
10     you suspect that there was going to be
11     the need to de-book at least some
12     reserves for SPDC at the end of 2003?
13                MR. CLARK:  Objection to
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14     form.
15          A.    It was certainly on the
16     cards.
17          Q.    Did you have any specific
18     communications with Judith Boynton
19     while you were the CEO of Africa?
20          A.    Could you tell me what you
21     mean by specific communications?
22          Q.    Do you recall any particular
23     communications that you had with her
24     while you were the CEO of Africa?
25          A.    Other than greetings, no.
0207
 1                  BRIAN J. WARD
 2          Q.    After you became the CEO of
 3     Africa, do you recall ever having any
 4     specific communications with Mr. Watts?
 5          A.    I don't recall any
 6     discussions with Mr. Watts about a
 7     particular subject more than perhaps
 8     presenting in the boardroom.  My -- my
 9     line was to Walter.
10          Q.    Did you have any interaction
11     with any representatives from KPMG?
12          A.    No.
13          Q.    Did you have any
14     interactions with anyone from PwC?
15     Thank you.
16          A.    No.
17                MR. FERRARA:  We know it's
18     late.
19                MS. MARSHALL:  Yes, that's a
20     good sign I'm getting tired.
21          Q.    Do you have any knowledge of
22     the SEPTAR organization within Shell?
23          A.    Other than to say it was the
24     technical body based in Rijswijk, which
25     had been there for many, many years.
0208
 1                  BRIAN J. WARD
 2          Q.    Did SEPTAR have anything to
 3     do with TOE?
 4          A.    There was clearly an overlap
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 5     in terms of technical disciplines if
 6     people are doing research on production
 7     geology or developing methodologies on
 8     production geology, and Jim Chapman is
 9     setting minimum standards for
10     production geology in T&OE, then quite
11     clearly there is a connection between
12     the two.
13          Q.    Would the minimum standards
14     that he would have been working on had
15     been -- would they -- they would have
16     been applied globally?
17          A.    Yes.
18          Q.    Do you ever have any
19     occasion during your employment at
20     Shell to travel to the United States?
21          A.    Yes.
22          Q.    For what purpose?
23          A.    In the eighties I ran a
24     contract in Alabama, a computing
25     contract and I would visit there.  And
0209
 1                  BRIAN J. WARD
 2     in the last decade I've been over to
 3     Houston for what they call group
 4     leadership meetings, where the
 5     leadership of the Shell Group meets
 6     once a year.
 7          Q.    What type of computing
 8     contract was this?
 9          A.    I was developing an
10     interactive graphics system for
11     evaluating petrophysics.
12          Q.    Who would attend the group
13     leadership meetings in the United
14     States?
15          A.    All senior staff, top senior
16     staff from operating companies around
17     the world except those on the -- on the
18     not accepted list from the US.
19          Q.    Meaning the United States
20     wouldn't let them in?
21          A.    No, it just we didn't -- we
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22     didn't include them.
23          Q.    For political reasons or
24     some other reason?
25          A.    You have a list of countries
0210
 1                  BRIAN J. WARD
 2     in the world with which you do not do
 3     business.
 4          Q.    With which -- meaning  --
 5          A.    US.
 6          Q.    You meaning the US?
 7          A.    Yes.
 8          Q.    Why, if you know, were the
 9     meetings held in the US?
10          A.    Sorry?
11          Q.    Do you know why the meetings
12     were held in the US?
13          A.    One was held in the US and
14     alternately in The Hague.
15          Q.    Were there specific issues
16     that were addressed at each of those
17     meetings?
18          A.    The -- the objective of
19     those meetings was to raise awareness
20     of a very large group of senior
21     management from the group in terms of
22     the objectives of the group, the
23     rationale behind the objectives, to
24     explain what the future looked like, to
25     explain any major reorganization or
0211
 1                  BRIAN J. WARD
 2     change in strategic thinking from the
 3     CMD and so on.
 4          Q.    Do you recall the last
 5     meeting you attended in the United
 6     States?  Well, the last of those types
 7     of meetings that you attended in the
 8     United States?
 9          A.    Well they were pretty much
10     similar.
11                MR. CLARK:  Were you asking
12     him the date of it?
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13          Q.    Yes, I mean was it in 2003,
14     2004, 2002?
15          A.    There would have been one in
16     2003, yes.
17          Q.    In the United States?
18          A.    Yes -- well, yeah.
19          Q.    Was it every other year in
20     Rijswijk?
21          A.    Every other year it was in
22     Rijswijk or in -- or in Houston.
23          Q.    And starting with what
24     position did you hold did you begin to
25     attend those yearly meetings?
0212
 1                  BRIAN J. WARD
 2          A.    When I was -- when I was
 3     production director in Aberdeen, early
 4     nineties.
 5          Q.    So starting with the early
 6     nineties throughout your tenure you
 7     attended those meetings?
 8          A.    Yes.
 9          Q.    And who led those meetings?
10          A.    The group managing director.
11          Q.    How long did the meetings
12     last?
13          A.    Used to be a day with your
14     own function, E&P, and then a day with
15     everybody together, E&P, chemicals,
16     downstream.
17          Q.    Would production forecasts
18     and reserve replacement ratios be among
19     the things that would be discussed?
20          A.    Presented rather than
21     discussed.
22          Q.    Meaning there was too many
23     people to have any kind of discussion?
24          A.    Yes, correct.
25          Q.    So there would be
0213
 1                  BRIAN J. WARD
 2     presentations on those issues?
 3          A.    Yes.

file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt (129 of 142)9/18/2007 3:53:24 PM

Case 3:04-cv-00374-JAP-JJH     Document 366-3      Filed 10/10/2007     Page 129 of 198



file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt

 4          Q.    Do you ever recall
 5     presentations on the reserve guidelines?
 6          A.    No.
 7          Q.    Did you ever attend any
 8     ExCom meetings in the United States?
 9          A.    No.  Other than the -- the
10     EP meeting which preceded the group
11     leadership meeting which I just
12     referred to.  So that was a -- what we
13     called an extended ExCom which was the
14     ExCom plus the MDs from the various EP
15     operating companies.
16          Q.    So you would have one of
17     those meetings each time?
18          A.    Each time, yes.
19          Q.    Okay.  And who would set the
20     agenda for those meetings?
21          A.    The CMD.
22          Q.    Do you recall whether at any
23     of those meetings there were any
24     presentations by the centers for
25     excellence?  Would they be involved in
0214
 1                  BRIAN J. WARD
 2     those meetings?
 3          A.    Yes.
 4          Q.    Would SDS be involved in
 5     those meetings?  Were they involved in
 6     any of those meetings that you can
 7     recall?
 8          A.    Not that I can recall, no.
 9     Oh, correction, let me -- sorry, can I
10     come back on that.  I recall that SDS
11     had a floor show in the hall where they
12     demonstrated their expertise and
13     results in the Gulf of Mexico.
14          Q.    Okay.  I'm going to show you
15     one document and then we're not going
16     to be here too much longer.
17                MS. MARSHALL:  We'll mark as
18     Exhibit number 10 for identification.
19     It's Bates V 00160446 through 450.
20                     (Ward Exhibit 10 for
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21     identification, Bates stamped V
22     00160446 through 450.)
23          Q.    I'm not going to ask you any
24     details about the attachment.  I'm
25     going to ask you more about the email,
0215
 1                  BRIAN J. WARD
 2     so I just want to -- you know, to the
 3     extent that you recognize the document
 4     I wouldn't suggest you have to read it
 5     in a lot of detail.
 6          A.    Okay.
 7          Q.    Do you recognize this email
 8     exchange and the attachment which is
 9     titled "Script for Walter on proved
10     reserves position"?
11          A.    I recognize the email content.
12     I don't -- I don't specifically recall
13     reading the document attached, but I do
14     recognize quite a lot that's in there.
15          Q.    Do you recall the
16     circumstances surrounding this
17     exchange?
18          A.    We were at the stage by now
19     where Walter had formed a group of
20     people to manage the reserves issue.  I
21     was on the outside and I was asked to
22     comment on a document, and that's what
23     I've done here.
24          Q.    Did the -- if you look at
25     your email, you say "The amount of
0216
 1                  BRIAN J. WARD
 2     reserves to be firmed up in Nigeria
 3     during 2004, estimated 42 man years
 4     effort, is substantial.  The 42 man
 5     years attacks 580 mmbbls reserves."
 6     Are those figures that you got from the
 7     reserve maturation study, if you can
 8     recall?
 9          A.    Those figures came out of
10     the final discussions with SPDC after
11     the reserves maturation study, yes.
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12          Q.    You then wrote, "Of that 580
13     it is already estimated that 140 mmbbls
14     will be so far in the future it won't
15     qualify.  They are then proposing a
16     discount factor of 80 percent to the
17     remainder," there's a calculation which
18     gets you to 342.  Do you know who you
19     meant by the they?  Who was proposing
20     this?
21          A.    I don't know who proposed
22     that.
23          Q.    Then you wrote, "Thus we can
24     sort of put our hand on our heart
25     technically and add back 352 mmbbls."
0217
 1                  BRIAN J. WARD
 2     What was your view on adding that back?
 3          A.    Well, what I'm saying is
 4     that there is uncertainty surrounding
 5     the 440.  If we allow for that
 6     uncertainty by discounting it by an
 7     arbitrary figure, that would either
 8     completely or go part way to allowing
 9     for that uncertainty.
10          Q.    But was it your view that --
11          A.    I was offering an option
12     here to Frank.  My view was that we
13     should de-book.
14          Q.    And not do the discount?
15          A.    And not even start to play
16     around with these figures anymore.
17          Q.    Did you have any
18     conversations yourself with Mr. van de
19     Vijver about what you thought should be
20     done with respect to the de-booking of
21     reserves in SPDC at the end of 2003?
22          A.    No.  This was -- this was my
23     input to the team at the end of the
24     day.
25          Q.    So did you ever speak with
0218
 1                  BRIAN J. WARD
 2     him about it?
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 3          A.    Whilst he was working in
 4     that team I didn't discuss it with him
 5     as far as I can recall.
 6          Q.    Did you ever discuss it with
 7     him prior to him working in that team?
 8          A.    We discussed the issue of
 9     de-booking reserves during 2003 on a
10     fairly regular basis in Nigeria and he
11     would ask for updates as to where we
12     were with the studies, but the problem
13     with the studies, as I've already
14     outlined, was they were never ending
15     and they never really managed to get a
16     handle on the totality of the problem.
17          Q.    Did he ever express any
18     frustration to you about the fact that
19     the studies were never ending and
20     weren't providing a clear way forward?
21          A.    He -- he was well aware of
22     my level of frustration and therefore,
23     he, I guess he didn't see much point in
24     expressing his level of frustration on
25     top of mine.
0219
 1                  BRIAN J. WARD
 2          Q.    Did you ever have any
 3     discussions with him after the de-booking
 4     was done regarding the circumstances
 5     surrounding the de-booking?
 6          A.    No.
 7                MS. MARSHALL:  We can take a
 8     little break and I'll check to see if I
 9     have anything more.
10                THE VIDEO OPERATOR:  Going
11     off the record, the time is 17:09.
12                (A recess was taken.)
13                THE VIDEO OPERATOR:  Back on
14     the record.  Here marks the beginning
15     of tape number 4, volume 1, in the
16     video deposition of Brian Ward.  The
17     time is 17:19.
18          Q.    Mr. Ward, earlier, just
19     recently actually you were --
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20                THE VIDEO OPERATOR:  Sorry,
21     your microphone.
22          Q.    A few minutes ago we were
23     talking about the beginning of 2003 and
24     conversations within ExCom regarding
25     the possibility of de-booking reserves.
0220
 1                  BRIAN J. WARD
 2     Do you know whether or not there was
 3     any awareness at the CMD level that
 4     such conversations were occurring at
 5     ExCom?
 6          A.    I'm not aware.
 7                MS. MARSHALL:  I have no
 8     further questions.
 9                MR. CLARK:  I just have a
10     couple.
11                EXAMINATION BY MR. CLARK:
12          Q.    First of all, Mr. Ward, a
13     few minutes ago you used the phrase "on
14     the cards."  Can you tell us what on
15     the cards means or what you meant by
16     it?
17          A.    On the cards in my
18     terminology means it's likely to
19     happen.
20          Q.    Quite some time ago you
21     answered some questions about reserves
22     and proved reserves on scorecards.  Do
23     you recall that?
24          A.    I do.
25          Q.    Do you recall stating that
0221
 1                  BRIAN J. WARD
 2     you did not think proved reserves
 3     should be on scorecards?
 4          A.    I do.
 5          Q.    Can you tell us why you do
 6     not think proved reserves should be on
 7     scorecards?
 8          A.    Scorecards were all about
 9     achieving your objective proved
10     reserves on something which are done
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11     and dusted, they don't fit with a
12     scorecard.
13          Q.    Does your answer that proved
14     reserves should not be on scorecards
15     have anything to do with SEC rules?
16          A.    None whatsoever.
17          Q.    Finally, earlier this
18     afternoon you said that the issue of
19     noncompliance with the SEC for yourself
20     personally was a two-year process.  Can
21     you tell us what you meant by that?
22          A.    I meant that it was a
23     learning process for myself.  My
24     priorities were, at the beginning of
25     those two years were far more related
0222
 1                  BRIAN J. WARD
 2     to getting SPDC up to a standard of
 3     operation which was acceptable and
 4     comments regarding the SEC, divergence
 5     from SEC rulings were heard, but I
 6     heard them in the context of we were a
 7     conservative company anyway with our
 8     rulings, so it was I guess I was
 9     feeling it was more of an
10     administrative issue rather than
11     anything else.
12                As the -- as the time went
13     on -- there was one other -- there was
14     one other happening which I think is
15     relevant to mention.  At a certain
16     stage Frank Coopman, sometime I guess
17     second half of 2003, but I'm not sure,
18     made a statement that they were in
19     letter discussion with the SEC which
20     sort of confirmed to me even at that
21     stage that we still were discussing
22     these issues with the SEC and there was
23     no -- that this was something that was
24     being handled overall.  So it -- I was
25     very late to the game, but I guess that
0223
 1                  BRIAN J. WARD

file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt (135 of 142)9/18/2007 3:53:24 PM

Case 3:04-cv-00374-JAP-JJH     Document 366-3      Filed 10/10/2007     Page 135 of 198



file:///C|/Documents%20and%20Settings/daustin/Desktop/Deposition%20Transcripts/011007bward.txt

 2     happened to a lot of people as well.
 3     So the learning curve was a long
 4     process for me and it wasn't until very
 5     late in 2003 that I recognized the
 6     magnitude of the seriousness of the
 7     issues we were facing with respect to
 8     these divergences in booking criteria.
 9                MR. CLARK:  I have no
10     further questions.  Anybody else?
11                EXAMINATION BY MS. MARSHALL:
12          Q.    I just wanted to ask you a
13     couple of questions about one of your
14     last statements.  You said that proved
15     reserves were done and dusted?
16          A.    Mm-hmm.
17          Q.    What do you mean by that?
18          A.    Proved reserves are
19     established and in the ground so when
20     you set out a plan of action what
21     you're going after is increasing your
22     resource base, that's what it's all
23     about, in order for you to enable you
24     as a company to grow in the following
25     years.  If you don't have that
0224
 1                  BRIAN J. WARD
 2     increased resource base you can't grow.
 3                So you could mathematically,
 4     I suppose, convert expectation of
 5     reserves into proved reserves and then
 6     use that on a scorecard, but it really
 7     didn't make any sense whatsoever.
 8          Q.    Wasn't there a time in Oman,
 9     for example, that expectation reserves
10     and proved reserves were equated to a
11     certain extent?
12          A.    I don't recall specifics for
13     Oman.  There is a -- a ratio of proven
14     to expectation reserves which doesn't
15     necessarily mean anything, but it is a
16     guideline used in the industry and if
17     it's -- if it deviates from the sort of
18     norm it might be a signal that you
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19     should look at the two figures.
20          Q.    If proved reserves are done
21     and dusted, why was it that Shell had
22     to recategorize so many reserves from
23     proved reserves?
24                MR. CLARK:  Objection;
25     argumentative.
0225
 1                  BRIAN J. WARD
 2          Q.    You can answer the question.
 3                MR. CLARK:  If you can.
 4          A.    Well, I guess that's what
 5     this whole deposition is about.  We had
 6     to recategorize it because we needed
 7     to, when we adjusted one parameter in
 8     the total equation, you had to adjust
 9     other parameters as well.  So if you
10     took reserves from your proved reserves
11     category it had to go into expectation
12     or scope for recovery as we called it.
13     So there was a knock-on domino effect
14     in changing all your reserves figures.
15                The total resource volume
16     you -- the total resource volumes are
17     the same.  If you change one of them,
18     the others change.
19          Q.    Wasn't there an effort
20     within the different operating units of
21     Shell to move reserves from the
22     estimated category to the proved
23     category?
24                MR. CLARK:  Objection to
25     form.
0226
 1                  BRIAN J. WARD
 2          A.    Not that I'm aware of.
 3          Q.    Is there money to be made on
 4     estimated reserves?
 5          A.    When you say estimated
 6     reserves, can you clarify.
 7          Q.    When you're -- you were
 8     talking about -- or expectation
 9     reserves.
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10          A.    Okay.
11          Q.    Is there money to be made on
12     expectation reserves?
13          A.    Expectation reserves is the
14     basis of your business.
15          Q.    And how is -- how are
16     expectation reserves turned into
17     revenue coming in?
18          A.    Expectation reserves are not
19     turned into revenue.  Production is
20     turned into revenue.
21          Q.    And when reserves are being
22     produced are they then considered
23     proved reserves?
24          A.    De facto, yes, if they're
25     being produced.
0227
 1                  BRIAN J. WARD
 2          Q.    And so in order to be
 3     produced -- in order to get revenue
 4     from reserves, they must then in fact
 5     be proved, correct?
 6          A.    Yes.
 7                MR. CLARK:  Objection to the
 8     illogic of the question.
 9                MS. MARSHALL:  Well, he
10     answered yes.  I have no more
11     questions.
12                MR. CLARK:  Did you answer
13     yes?
14                THE WITNESS:  I didn't think
15     I answered yes.
16                MS. MARSHALL:  I did and so
17     did the reporter.
18                MR. CLARK:  Then I'll follow
19     up.
20                EXAMINATION BY MR. CLARK:
21          Q.    Did you mean to answer yes
22     to that question?
23          A.    Well, if you want me to
24     answer that I need to hear the question
25     again.
0228
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 1                  BRIAN J. WARD
 2                MS. MARSHALL:  "In order to
 3     be produced, in order to get revenues
 4     from reserves, then they must in fact
 5     be proved, correct?"
 6                THE WITNESS:  In order to
 7     get revenue from reserves you have to
 8     produce the reserves and if you produce
 9     a reserve de facto they are proved
10     reserves.
11                MS. MARSHALL:  I have no
12     more questions.
13                MR. CLARK:  I do.
14                EXAMINATION BY MR. CLARK:
15          Q.    Are you aware of any rule,
16     regulation or guideline that requires
17     reserves to be proved before they're
18     produced?
19          A.    No.
20          Q.    Is your answer based on the
21     fact that after a reserve is produced,
22     whether expectation or proved, it will
23     be considered proved?
24          A.    Absolutely.
25          Q.    Are you aware of any
0229
 1                  BRIAN J. WARD
 2     circumstances in which operating
 3     companies such as PDO Oman neglected to
 4     convert over or subtract their
 5     production from proved reserves?
 6          A.    No.
 7                MR. CLARK:  No further
 8     questions.
 9                THE VIDEO OPERATOR:  Here
10     marks the end of videotape number 4,
11     volume 1 in the video deposition of
12     Brian Ward.  Going off the record, the
13     time is 17:31.
14                (Time noted:  5:31 p.m.)
15   
16   
17             _______________________
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18             BRIAN J. WARD
19   
20   Subscribed and sworn to before me
21   this _____ day of _________, 2007.
22   
23   __________________________________
24   
25   
0230
 1   
 2   STATE OF NEW YORK     )     Pg__of__Pgs
 3                         ss:
 4   COUNTY OF NEW YORK    )
 5        I wish to make the following changes,
 6   for the following reasons:
 7   PAGE LINE
 8   ____ ____  CHANGE: _______________________
 9              REASON: _______________________
10   ____ ____  CHANGE: _______________________
11              REASON: _______________________
12   ____ ____  CHANGE: _______________________
13              REASON: _______________________
14   ____ ____  CHANGE: _______________________
15              REASON: _______________________
16   ____ ____  CHANGE: _______________________
17              REASON: _______________________
18   ____ ____  CHANGE: _______________________
19              REASON: _______________________
20   ____ ____  CHANGE: _______________________
21              REASON: _______________________
22   ____ ____  CHANGE: _______________________
23              REASON: _______________________
24   ____ ____  CHANGE: _______________________
25              REASON: _____________________
0231
 1   
 2             C E R T I F I C A T E
 3   STATE OF NEW YORK   )
                           : ss.
 4   COUNTY OF NEW YORK  )
 5              I, GAIL F. SCHORR, a Certified
 6   Shorthand Reporter, Certified Realtime
 7   Reporter and Notary Public within and for
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 8   the State of New York, do hereby certify:
 9              That BRIAN J. WARD, the witness
10   whose deposition is hereinbefore set forth,
11   was duly sworn by me and that such
12   deposition is a true record of the testimony
13   given by the witness.
14              I further certify that I am not
15   related to any of the parties to this action
16   by blood or marriage, and that I am in no
17   way interested in the outcome of this
18   matter.
19              IN WITNESS WHEREOF, I have
20   hereunto set my hand this ____ day of
21   ___________, 2007.
22   
23   
24             __________________________
25             GAIL F. SCHORR, C.S.R., C.R.R.
0232
 1                 E X H I B I T S
 2   
 3     DESCRIPTION                     PAGE     LINE
 4    (Ward Exhibit 1 for               66      22
 5    identification, Bates
 6    stamped LON 00010726 through
 7    728.)
 8    (Ward Exhibit 2 for              117      11
 9    identification, Bates
10    stamped V 00120472 through
11    485.)
12    (Ward Exhibit 3 for              129      16
13    identification, Bates
14    stamped LON 01830060 through
15    64.)
16    (Ward Exhibit 4 for              136       8
17    identification, Bates
18    stamped V 00230705 through
19    721.)
20    (Ward Exhibit 5 for              146       4
21    identification, ID number
22    101328316.)
0233
 1    (Ward Exhibit 6 for              156       5
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 2    identification, Bates
 3    stamped V 00300854 through
 4    56.)
 5    (Ward Exhibit 7 for              167      21
 6    identification, Bates
 7    stamped LON 01830079 through
 8    81.)
 9    (Ward Exhibit 8 for              176       6
10    identification, Bates
11    stamped RJW 00190173.)
12    (Ward Exhibit 9 for              176       9
13    identification, Bates
14    stamped V 0020922.)
15    (Ward Exhibit 10 for             214      20
16    identification, Bates
17    stamped V 00160446 through
18    450.)
19   
20   
21   
22   
23   
24   
25   
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