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___________________________________ X
5
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November 16, 2006
9

10:04 am.
10

11 Videotaped deposition of JOHN C.
12 DARLEY, taken by the Lead Plaintiff and
13 the Class, at the offices of LeBoeuf,
14 Lamb, Greene & MacRae LLP, 125 West 55th
15 Street, New York, New Y ork, before Gall
16 F. Schorr, a Certified Shorthand
17 Reporter, Certified Realtime Reporter and
18 Notary Public within and for the State of
19 New York.
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Attorneysfor the Lead Plaintiff and the
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JEFFREY M. HABER, ESQ.
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Attorneys for Judith Boynton
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Milwaukee, Wisconsin 53202-5306
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BY: REBECCA E. WICKHEM, ESQ.
15
16
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20 SHARAN E. LIEBERMAN, ESQ.
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DAVID PELOZA, Video Operator
24 Action Legal Video, Inc.
25
0004

THE VIDEO OPERATOR: Thisis
the video operator speaking, David Peloza
from LegalLink Action Video. Today's
date's November 16th, 2006. Thetimeis
10:04. We're here for the deposition of
Mr. John C. Darley in the matter Royal
Dutch/Shell Transport Securities
Litigation.

10 I'd like the attorneysto
introduce themselves beginning with Mr.
MacFall.

MR. MacFALL: Timothy
MacFall, Bernstein Liebhard & Lifshitz,
on behalf of plaintiffs and the class.

MS. HUGHES: LauraHughes
from Bernstein, Liebhard & Lifshitz, on
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behalf of the class.

MR. PEITLER: Steve Peitler,
Bernstein, Liebhard & Lifshitz, on
behalf of the lead plaintiff.

MR. HABER: Jeffrey Haber,
Bernstein, Liebhard & Lifshitz, on
behalf of the lead plaintiff, Peter M.
Wood, and the class.

0005
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25

MR. FOUKAS: Savvas Foukas,
Hughes Hubbard & Reed, for
PricewaterhouseCoopers LLP.

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

MS. WICKHEM: Rebecca
Wickhem on behalf of Judith Boynton.

MS. WAGNER: Lori Wagner,
Debevoise & Plimpton, on behalf of the
corporate defendants and the witness
here.

MR. TUTTLE: Jonathan
Tuttle, Debevoise & Plimpton LLP, on
behalf of the corporate defendants and
the witness today.

MR. PLATT: Charles Platt,
Shell International B.V. on behalf of
the Shell corporate defendants.

MS. LIEBERMAN: Sharan

Lieberman, Mayer, Brown, Rowe & Maw

LLP, on behalf of Sir Philip Watts.
MR. MORSE: Adriaen Morse,
Mayer Brown, on behalf of Sir Philip

0006

oO~NO Ol h WNPE

Watts.

THE VIDEO OPERATOR: Y ou may

now swear the witness.
JOHN C. DARLEY,
residing at 23, Beaufort Gardens,

Ascot, Berks SL 5 8PG, UK, having been

first duly sworn by the Notary Public
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(Gail F. Schorr), was examined and
testified as follows:

EXAMINATION BY MR. MacFALL:

Q. Good morning, Mr. Darley.

We met afew moments ago. My nameis

Tim MacFall. 1'm going to be asking
you some guestions today and tomorrow
in connection with the litigation with
regard to Royal Dutch/Shell. | know
you've given one deposition in this
matter already, so | guess the process
isn't going to be too unfamiliar, but
just to cover some groundrules again
just to remind you in case you've
forgotten.

If at any point | ask a
question that's unclear or you'd like

JOHN C. DARLEY
month clarify it or restate just
indicate and I'll attempt to
accommodate you. If at any point you'd
like to take a break or speak with your
counsel, please indicate that and
again, we'll attempt to accommodate

you. Theonething | would ask, if a

question is pending though, if you can
answer the question before we take a
break.

Because you've been deposed
before in connection with this matter,
| will -- | realize that you gave alot
of testimony previously and | will do
my best not to cover ground that you've
aready covered. | think there will
necessarily be some overlaps. |
apologize in advance, but I'll try and
keep it to a minimum.

Mr. Darley, directing your
attention to the time frame 2001, at
that time you became the head of EP
technology, correct?

A. That'scorrect.

Filed 10/10/2007
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13 hit.

14 A. Shell EPin February 2001,

15 whichiswhere we are, was a global

16 organization, the EP business of Shell,
17  with operating units working in various
18 countries around the world. The

19 structure around the operating units
20 wasthat of what we call regional
21 directorates at that time. There were
22 fiveregional directorates covering the
23 magor geographic divisions. Within
24 each of those geographic divisions then
25 wereindividual operating units dealing
0009

1 JOHN C. DARLEY

2 with the matters of the day of the

3 production of oil and gas, exploration,

4 production and development of oil and
5 (gas

6 Supporting the operating

7 unitsand the activities of the

8 business were a number of corporate

9 organizations, so finance organization,
10 HR organization, and EP technology, the
11 organization which -- of which | became
12 director.

13 The structure of EP

14  technology at that time, the second

15 part of your question, comprised a

16  number of individual groups. The main

Case 3:04-cv-00374-JAP-JJH Document 345-10

JOHN C. DARLEY

Q. Okay. Anddo you recall
what month you became head of EP
technology?

A. Yes, | recal the day,
February 26th. It was my wedding
anniversary, that'swhy | recall the
date.

Q. Okay, very good. Could you
please briefly describe for me first
the structure of Shell EP and then
we'll talk about EP technology alittle

Filed 10/10/2007
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17 groups were the research and

18 applications group. It was called

19 SEPTAR at that time. There wasagroup
20 looking at IT. Therewasagroup

21 looking at deepwater development, Shell
22 Deepwater Services. Therewas, and I'm
23  trying to remember now because some of
24  those -- some of the units changed over
25 time.
0010

1 JOHN C. DARLEY

2 | think those were the main

3 units, but I may have forgotten one or

4  two asof February 2001. Oh, there was
5 agroup caled Shell Technology

6 Ventureswhich was a venture capita

7 group looking at new investments.

8 Q. Okay. Now, with respect to

9 thefirst organization that you

10 mentioned, SEPTAR, do you recall

11  approximately how many individuals or
12 employees werein that organization?
13 A. | think inthe order of, I'm

14  guessing seven, 800, something of that
15 nature.

16 Q. Do you recall where those

17 individuals maintained offices during
18 200172

19 A. Mm-hmm. The offices of

20 SEPTAR weredivided in 2001 between
21 Rijswijk in the Netherlands, and

22 Beéllaire Technology Center in Houston.
23 Q. Doyou recall approximately

24 the number of employees at Rijswijk,
25 SEPTAR employees?
0011

1 JOHN C. DARLEY

2 A. Yes. | don'tto bequite

3 honest. My recollection isthat there

4 wasroughly a50/50 split.

5 Q. Now | believe you indicated

6 that thiswas, SEPTAR was aresearch

7 and applications organization; is that

Case 3:04-cv-00374-JAP-JJH Document 345-10
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8 correct, Sir?

9 A. That'stheway it was set up
10 at that time, yes.
11 Q. Couldyou describe for mea
12 little more specifically what kind of
13  work SEPTAR did in 20017
14 A. SEPTAR had come together over
15 the previous few years since the
16 mid-nineties and formed by 2001 something
17 of aconglomerate of activities. Those
18 activities comprised research into EP

19 technologies, so the normal research
20 process of developing new ideas,
21 experimentation and developing out of
22 those experiments then technol ogies which
23 would be applicable to Shell's operating
24 business around the world.
25 In addition to the research,
0012

1 JOHN C. DARLEY

2 therewas a service component of SEPTAR,
3 sosomegroupsin SEPTAR would undertake
4 investigative work into the specific

5 aspects of the oil and gas business, such

6 asthe properties of the rocks, measuring

7 particularly the porosity of the rock,

8 thecharacteristics of the rock; not so

9 much on aroutine basis because that work
10 could be done by conventional

11 laboratories, but in the areas where

12 there was specific or leading edge

13 capability required and the service work
14  wasfocused in those areas.

15 SEPTAR aso had an area of

16 work on fluid analysis, so analysis of

17  hydrocarbon fluids and associated

18 fluids, gasesand ails.

19 And there was alarge group

20 looking at consultancy work, so work on
21 behalf of operating units around the

22 world to undertake devel opment studies
23 whichwe are caled. Development

24  studies would comprise looking at an
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25 oil and gas accumulation and defining
0013

1 JOHN C. DARLEY

2 the optimum way that the oil and gas

3 could be developed. And asaresult of
4 those studies, then making

5 recommendations as to development plans
6 and development investments.

7 There were groups which |

8 think looked at well technology, so the
9 drilling of wells and how they could
10 best be accomplished. And I've

11 probably forgotten one or two other

12 areasof SEPTAR, but those are the ones
13 asl recal them, the main ones.

14 Q. Now, with respect to the

15 operations at Rijswijk and BTC, was
16 thereadivision between those two

17 locations aong operational lines?

18 A. Not so muchadivisionon

19 operational lines. More division along
20 areas of expertise.

21 Q. Doyou recall in 2001 the

22 areas of expertise that were centered
23  at Rijswijk?

24 A. I'mafrad| don't recall

25 any indetail, no.

0014

1 JOHN C. DARLEY

2 Q. How about with respect to

3 theBéllaire Technology Center?

4 A. Each of the groups had --

5 between Bellaire and Rijswijk, specific
6 areasof expertise, so if you take that

7 areaof specia core anaysisthat |

8 mentioned, so analyzing rocks and so
9 on, therewould beindividualsin

10 Beéllairewho had certain knowledge
11 perhaps of carbonate rocks and there
12 would be individualsin other parts of
13 the organization that had knowledge of
14  sandstonerocks, and | just for the

15 moment | can't remember where those

Case 3:04-cv-00374-JAP-JJH Document 345-10
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16 experttiseareaslie. But that's
17  roughly where there was.
18 So agiven team, the team
19 that looked at rock and fluid analysis
20 would haveindividualsin the
21  respective locations.
22 Q. With respect to the studies
23  that were conducted on behalf of the
24  various OUs within Shell, could you
25  describe the process by which the OU
0015

1 JOHN C. DARLEY

2 would -- well withdrawn. Could you
3  describe the process by which the study
4 would beinitiated by SEPTAR?

5 A. Yes. Anoperating unit

6 would identify the need for support or
7 adviceintermsof aparticular -- a

8 particular area of development. So

9 perhaps the most ssmple example would
10 bethediscovery of anew field, a new
11 il and gasfield and the need to

12  prepare adevelopment plan for that
13 field.

14 Many operating units

15 undertook those exercises themselves.
16 They had the necessary capability, they
17 had the necessary strength and

18 expertise.

19 In some parts of the
20 organization, there were more fields
21 discovered and more opportunities than
22 thelocal operating unit had capability
23 or capacity to handle, and those

24  studies were then requested from

25 SEPTAR. Sothat's one example.
0016

1 JOHN C. DARLEY

2 Another example may be that a
3 particular oil or gasfield had specific
4  areasof difficulty or technical

5 challenge, if you like, and in those

6 casesagain, since the expertise was

Filed 10/10/2007
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7 vestedin SEPTAR, it may be that those

8 studieswere also undertaken by SEPTAR.
9 And it may be that an

10 operating unit was undertaking a

11  development plan itself, but certain

12  aspects of that plan would require

13 advice or expertise from SEPTAR. So

14  the whole study may not be requested,

15 but ssimply a piece of work to

16 understand the drilling of the well, to

17 understand the nature of the rock, they

18 may berequested from SEPTAR.

19 Q. How would the request from an
20 OU for a SEPTAR study be communicated to
21 SEPTAR?

22 A. |thinkintheinitial phase

23  of that -- that request there would be

24 aninformal dialogue asto whether or

25 not SEPTAR had resources and capability

0017

1 JOHN C. DARLEY

2 avallable. Individual -- the study

3 groupsin SEPTAR had individual

4 managers, and those managers had

5 responsibility for various geographic

6 locations, so the operating unit in

7 certain part of the world, for example,

8 the Middle East, would communicate with
9 the respective manager who was looking
10 after the Middle Eastern portfolio of

11 studies, and they would discuss the

12 possibility to undertake the study.

13 And then | -- the next step

14  would be to formalize that in what was
15 called acost, time and resources

16 agreement. So the operating unit would
17 agreethat the study would be done and
18 it would cost so much and it would take
19 solong and these would be the
20  resources that would be assigned to do
21  that work.
22 Q. Am/ correct that the OUs,
23 based on your testimony, paid SEPTAR

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111606jdarley.txt (11 of 160)9/18/2007 4:02:26 PM
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24  for the study work that they performed
25 intheir behalf?

0018

1 JOHN C. DARLEY

2 A. Yes, they paid for it. It

3 wasonacost recovery basis, so there
4 wasno profit element. It wassimply a
5 mode whereby the cost of the SEPTAR
6 organization was shared between the

7  Shell operating unitson a-- on an

8 annual basis.

9 Q. Oneof the other

10 organizationsthat you mentioned in EPT
11  was Shell Deepwater Services, or SDS,
12 correct?

13 A. That'scorrect.

14 Q. Okay. Do you recall

15 approximately how many employees SDS
16 had during 2001?

17 MR. TUTTLE: I'mjust going
18 toobject at this point. Now we spent
19 alot of time thefirst time going

20 through SDS. | appreciate that there's
21  some need to kind of refresh things

22 today and so I'm not going to -- but |
23  just want to get on the record that we
24  did spend alot of time going through
25 SDS. | don't think at this stageit's
0019

1 JOHN C. DARLEY

2 appropriate to plow alot of that

3 ground again, so | wanted to get up

4 front that that is going to be an issue

5 and| think that's something that we

6 ought to keep in mind, so. With that

7 Qo ahead.

8 MR. MacFALL: I'll try to be

9 cognizant of that and will certainly

10 appreciate areminder if I'm wandering
11 into an areathat's been covered

12  before.

13 A. Okay. It'squite awhile

14  since February 2001. My recollection

Filed 10/10/2007
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15 wasthat there was a similar number of
16 staff working in SDS as were working in
17 SEPTAR, but the numbers were

18 fluctuating quite abit in both

19 organizations at that time. Soif I'm
20 saying six or 700 people, that's a

21  rough guess.

22 Q. | appreciatethat. And |

23 know thiswas gone through, but I'll

24  ask just again for aclarification.

25 SDSwaslocated in Houston in the
0020

1 JOHN C. DARLEY

2 United States; isthat correct?

3 A. InHouston andin New

4  Orleans.

5 Q. Okay. | believe you had

6 previoudly testified that Shell

7 Deepwater Services had the deepwater
8 expertise within Shell and worked on

9 various deepwater projects. But let me
10 ask, did SDS ever work on shallow water
11  projects during your tenure at EPT?

12 A. Not to my knowledge.

13 Q. How about SEPTAR, do you
14 recall if SEPTAR ever worked on shallow
15 water projects during your tenure at

16 EPT?

17 A. Inall fairness, | can't

18 recall every project that SEPTAR

19 undertook and therefore, | don't think
20 |can--

21 Q. | appreciate that.

22 A. --lcangiveyouan

23  assurance one way or the other.

24 Q. Aswego through thiswe're
25 going to be looking at various documents
0021

1 JOHN C. DARLEY

2 that discuss various projects and fields,
3 but do you recall any of the -- any large
4 projects -- withdrawn.

5 Arethere any projects for

Filed 10/10/2007
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6 non-US based OUs that you can recall

7 SEPTAR having performed work for during
8 thetime period 2001 through 20047

9 A. Just let me understand the

10 question correctly. Arethere any

11 non-US based OUs?

12 Q. Rignt.

13 A. Yes?

14 Q. Yes.

15 A. For whom SEPTAR has

16 undertaken work over that period?

17 Q. That'scorrect.

18 A. Andtheanswer isyes, there

19 are.

20 Q. Doyourecal any of the

21 specific OUsthat SEPTAR did work for
22 during that period?

23 A. Weéll, asignificant piece of

24  work was done for the Nigerian

25 operating company, SPDC. Work was done
0022

1 JOHN C. DARLEY

2 on behalf of Oman. But work would also
3 have been done for alarge number of

4 companies on the basis that | described

5 earlier on solicitation of those

6 companies.

7 MR. TUTTLE: Justto be

8 clear, you'retaking SEPTAR overall

9 now, right?

10 MR. MacFALL: Yes.

11 Q. With respect to the work

12  that was done on behalf of SPDC, do you
13 recall generally what that work was?

14 A. Yes, thework for SPDC was

15 largely in the area of development

16 study planning.

17 Q. Do you recall when that work
18 wasfirst begun on behalf of SPDC?

19 A. No.

20 Q. Do youremember if it wasin
21 process when you arrived at EPT?

22 A. | believeit was.

Page 14 of 275
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23 Q. Doyourecal which SEPTAR
24  office wasinvolved in those development
25 studies? And by that | mean was it
0023

1 JOHN C. DARLEY

2 Rijswijk versus Houston?

3 A. The Nigerian work was
4 undertaken in Rijswijk. For SPDC.

5 Q. Now when you say development

6 work, could you be alittle bit more

7  gpecific asto what work was being done

8 for SPDC?

9 A. Sofield development planning
10 isthework that was being undertaken.
11 Field development planning comprisesin
12 thefirst instance defining the nature of
13  the hydrocarbon accumulation. So the
14 nature of the geological conditions, the
15 fluid content, understanding the
16 properties of thereservoir. And that
17  requires such input as geological,

18 petrophysical, reservoir engineering

19 input.

20 On the basis of the

21 understanding of the reservoir, the

22 second stage in the development study
23 would be to assess the opportunities to
24  develop those hydrocarbons, to produce
25 the hydrocarbons, in other words, so
0024

1 JOHN C. DARLEY

2  the number of wellsthat would be

3 required, where the wells would be

4 |ocated, whether it would be necessary

5 toinject water, what kind of

6 production methods would be used, would

7  the hydrocarbons need to be pumped, for

8 example. Those are the aspects then

9 which define the development plan.

10 Based on that would come
11 then what kind of facilities would be
12 needed in terms of the flow stations,
13 the gathering facilities, the export

Filed 10/10/2007
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14  pipelinesand so on. That last aspect
15 wasnot -- was not donein SEPTAR
16 itsdf, but it was done by agroup
17 called Shell Global Solutionswhichis
18 asort of similar organization working
19 on surfacefacilities as opposed to the
20  subsurface facilities.
21 So those are the nature of
22  development studies.
23 Q. With respect to the entity
24 you just mentioned, Shell Global
25 Solutions, was that organization also
0025

1 JOHN C. DARLEY

2 partof EPT?

3 A. No.

4 Q. Okay. Do you recall

5 organizationaly where SGSfit in? Do
6 you understand the question? What

7 businessthey were a part of ?

8 A. Yes, it waspart of the --

9 MR. TUTTLE: Objectionto
10 form. Go ahead.

11 THE WITNESS: Sorry?

12 MR. TUTTLE: | just object
13  totheform but you can go ahead and
14  answer.

15 A. Itwaspart of the

16 downstream organization in Shell.

17 Q. With respect to the work

18 performed for SPDC, do you recall
19 approximately how many people at SEPTAR
20 were working on that project during
21 20017

22 A. I'msorry, | don't.

23 Q. Now I believe you also

24  mentioned work in Oman, correct?
25 A. Yes

0026

1 JOHN C. DARLEY

2 Q. Areyou familiar with an

3 entity in Oman, the acronym for which
4 isPDO?

Case 3:04-cv-00374-JAP-JJH Document 345-10
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5 A. Yes

6 Q. And could you please explain

7 for meyour understanding of what PDO

8 is?

9 A. PDO standsfor Petroleum
10 Development Oman, whichisthe
11 operating unit responsible for the
12  maor concession in Oman. Itisaunit
13 which | think has a Shell shareholding
14  of some 34 percent, the balance being
15 held largely by the Government of Oman,
16 with an additional shareholding held by
17  other private entities.

18 Q. Could you describe for me
19 the nature of the work donein PDO by
20 SEPTAR?

21 A. 1 think you need to define,

22 you know, which period because we

23 started off in 2001. My recollection

24  could be wrong, is that there was not

25 much work being done for PDO in 2001.
0027

1 JOHN C. DARLEY

2 You asked how much work was being --

3 which countries had been covered over
4 the period 2001 to 2004, | then

5 included Oman, but the Oman work |

6 believe came later in the period, so

7 perhaps you could define, yes.

8 Q. Okay. If wecan,

9 referencing that same period, 2001 to
10 2004, could you describe what work, if
11 any, wasdone by SEPTAR at PDO?

12 A. Similar work to that done

13 for -- for Nigeria, so looking at field

14  development opportunities. Inthe case
15 of Oman, there were a number of

16 individua studies that were being done
17 by teamsin SEPTAR, particularly

18 because some of the Oman reservoirs are
19 technically difficult and require

20 leading edge capabilities, and some of

21 that work was being done then in the

Case 3:04-cv-00374-JAP-JJH Document 345-10
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22 SEPTAR organization.

23 Q. Do you recall which office

24  within SEPTAR, either Rijswijk or

25 Houston, was primarily responsible for
0028

1 JOHN C. DARLEY

2 thework in Oman?

3 A. Mm-hmm. Most of the work

4 that was done for Oman was undertaken
5 inRijswijk, but I am aware that one

6 study at least was undertaken in

7 Houston, and that is a study on the

8 field which was called Lekhwair.

9 Q. Doyourecdl if SEPTAR did
10 work at Shell'sOU in Brazil during

11 that same period, 2001-20047

12 A. ldon'trecal. | don't

13 recdl. I'm not awareif work was

14  done.

15 Q. Switching organizations with
16 respect to SDS, and | believe you did
17 testify last time about some of the

18 work that SDS performed at various OUS,
19 am/| correct that SDS performed work in
20  connection with the SNEPCO OU in Bonga
21  during that period 2001-2004?

22 A. Thatiscorrect.

23 Q. Doyou know if SDS performed
24  any work in connection with the EA

25 Field, shallow water field for SPDC
0029

1 JOHN C. DARLEY

2 during that same time period?

3 A. I'msorry, | don't recall.

4 Q. BesidesBonga, SNEPCO, and
5 the Gulf of Mexico, do you recall any

6 other operating units that SDS did work
7  for during the period 2001-20047

8 MR. TUTTLE: Objection;

9 asked and answered in prior deposition.
10 A. | recadl that work was done

11 for the MalampayaField in the

12 Philippines, which was a deepwater

Filed 10/10/2007
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13 field and SDS did work on that field.
14 Q. Canyou describe for methe
15 work that SDS did in connection with
16 Maampaya?
17 MR. TUTTLE: Same objection.
18 A. | seemtorecal that it
19 was, at least when | was associated
20 withit, it wasto do with the
21  development of the oil rim. Malampaya
22 isagasfield. Andunderlying the gas
23 reservoir isacolumn of oil anditis
24  aways challenging to recover a column
25 of oil whichisoverlain by alarge gas
0030

1 JOHN C. DARLEY

2 accumulation. And some of the work

3 then done by SDS wasto assess the

4  opportunity to develop that ail. |

5 certainly recal that aspect of the

6 work. There may have been other

7  aspects of thework that | don't

8 recall.

9 Q. Didthere come atime during

10 your tenure at EPT when you became a
11  member of the EP executive committee or
12 ExCom?

13 A. Yes whenl joined EPT |

14  became amember of the ExCom.

15 Q. Inthat position as a member

16 of ExCom were you aware of production
17 difficulties arising at various OUs?

18 MR. TUTTLE: Objectionto

19 form.

20 A. | became aware of production
21 difficulties, not necessarily asa

22  member of ExCom, but also as a director
23 of EPT.

24 Q. Doyou recall if during that

25 period SPDC was experiencing --
0031

1 JOHN C. DARLEY

2 withdrawn.

3 Do you recall during that
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4  period SPDC was failing to meet its

5 production targets?

6 MR. TUTTLE: Objectionto

7 form.

8 A. No, | don't recall

9 discussionson SPDC.

10 Q. How about with respect to

11  PDO, do you recall any issues arising
12 inconnection with PDO's inability to
13 meet its production targets?

14 A. Yes | do.

15 Q. Thework that was done by

16 SEPTAR in connection with PDO, was that
17 related to PDO's production issues?

18 A. Itwasrelated to anumber

19 of -- anumber of questions. Initially
20 the work was done looking for

21  opportunitiesin the area of what were
22 caled enhanced oil recovery, EOR, and
23 those aretypicaly longer term

24  studies, so an EOR project may take

25 fivetotenyearsinits period of

0032

1 JOHN C. DARLEY

2 gestation before it even comesinto --

3 into development. So some of the work
4 in SEPTAR was of an experimental nature
5 looking at the way that difficult

6 hydrocarbons could be recovered.

7 Other aspects may be looking

8 at development opportunitiesin the

9 ghorter term. Other elements of the

10 work would be looking at particular

11  drilling problems or problems of

12 production. So there were awhole

13 range of areas of studies which were

14 undertaken by -- by SEPTAR on behalf of
15 Oman.

16 (Darley Exhibit 1 for

17 identification, email from Ms. VanBaren
18 todistribution.)

19 Q. Mr. Darley, you'vejust been

20 handed adocument marked as Darley 1
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21 foridentification. | ask you to take

22 alook at the document, sir, and tell

23 meif you recognize it.

24 A. Yes, | recognizethe

25 document.

0033

1 JOHN C. DARLEY

2 Q. For therecord, the document

3 isanemail with an attachment. The

4  email isfrom Desiree D. VanBaren to

5 variousindividualsincluding yourself.

6 Thesubject is ExCom EPT highlights May
7 2001.

8 Could you identify Ms.

9 VanBaren for me, please.

10 A. | think she was a secretary

11 of Dominique Gardy, and Dominique at that
12 timel believe had the responsibility to
13 manage the agendas of the EP ExCom.
14 Q. Theattachment is a document
15 entitled EPT highlights May 2001. Do
16 you know why this document was

17 prepared, sir?

18 A. Yes. Thehighlightsfrom

19 each of the directoratesin the EP

20 organization were prepared and

21 circulated amongst ExCom memberson a
22  regular basisto share developments and
23 information.

24 Q. Do you know who prepared

25 thisdocument?

0034

1 JOHN C. DARLEY

2 A. No, | don't know

3 specifically who prepared the document.
4 Q. Going through -- directing

5 your attention specifically to the

6 first page of that document under EPT-A
7 there'sacaption "Process highlights."

8 Doyou seethat, sir?

9 A. Yes

10 Q. Thefirst entry thereis

11 "Ahead of the bit," and it talks about
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12 utilizing seismic wave-field -- I'm

13  sorry -- yes, utilizing seismic

14  wave-field modeling and real-time VSP
15 for rock sequence prediction. Do you
16 recall -- well, withdrawn.

17 The text that appears

18 undernesath the bolded material

19 references something called OKIOC. Do
20 you seethat, Sir?

21 A. Yes | seeit.

22 Q. Do you know what that is?

23 A. I'mtryingtorecal. |

24  would have known at the time, but I'm
25 sorry | can't recall what theinitials
0035

1 JOHN C. DARLEY

2 stand for now.

3 Q. Okay. | actually seeif you

4 godownto | guessthe second sentence,
5 itdescribesit asawell inthe

6 northeast of the Caspian Sea. Does

7  that refresh your recollection asto --

8 A. Yes, | thought it was

9 something to do with Khazakstan, but |
10 can't remember exactly what the

11 initialsstand for.

12 Q. Thework that's referenced

13 there, was that work that was performed
14 by SEPTAR?

15 A. | think it was because it's

16 under the SEPTAR highlight section.
17 Q. Andisthat the referenceto

18 EPT-A,isthat areference --

19 A. Yes, | believethat wasa

20 referencethat was used at that time.
21 Q. |redizethisissometime

22 ago. Do you have any recollection as
23 to whether or not this was the Rijswijk
24 or Houston office that had performed
25 that work in the Caspian?

0036

1 JOHN C. DARLEY

2 A. I'msorry, | don't know.

Case 3:04-cv-00374-JAP-JJH Document 345-10
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3 Q. Thenext highlight that's

4  shownis"New EPT-AGI focused study
5 process deliversintegrated solution,”

6 andit references a bid submitted to

7  the Egyptian government. Do you see
8 that, Sir?

9 A. Yes

10 Q. Do you recall that specific

11  bid that was submitted to the Egyptian
12 government?

13 A. No, | don't recall.

14 Q. Do you recall anything about
15 that particular highlight that's

16 referenced there?

17 A. 1--no, | don't recal

18 anything.

19 Q. Okay, that'sfine. The next

20 highlight shown references a SEPTAR
21 specia coreanalysis. Do you see

22  that, sir?

23 A. Yes

24 Q. Andthat references

25 specifically aproject in Angolawith
0037

1 JOHN C. DARLEY

2 BP,which| takeit isBritish

3 Petroleum; isthat correct?

4 A. That'swhat | would assume.

5 Q. Doyou recal that project,

6 dr?

7 A. No.

8 Q. | takeit then that you

9 don't recall which office within SEPTAR
10 performed that work?

11 A. No, I'm sorry, | don't, no.

12 Q. If you go down alittle bit,

13 thelast bold -- I'm sorry, the next to
14  last bolded entry at the bottom third
15 of the pageis Shell oil/SEPTAR fluids
16 team. Doyou seethat, Sir?

17 A. Yes

18 Q. Okay. Just take sometime

19 and glance through that.
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20 A. Okay. Yes.

21 Q. Do you recall anything about
22 what's referenced in that paragraph,

23 Sir?

24 A. I'msorry, | dont't.

25 Q. That'sfine. | redizethis
0038

1 JOHN C. DARLEY

2 isafew years back.

3 If you would turn the page,

4  dir, directing your attention

5 gpecifically to Page 2 of the document,
6 about aquarter of the way down the

7 pagethereisacaption "Technology

8 highlights." Do you see that, sir?

9 A. Mm-hmm.

10 Q. Thefirst entry is"Cauldron

11 3D modeling impacts Woodside's

12 Mauritania exploration effort.”

13 A. Yes

14 Q. Couldyou tell mewhat a

15 Cauldron 3D modeling, or what that

16 referenceis?

17 A. Cauldron 3D modeling was a
18 technique used in exploration to look
19 at | believe migration paths. So first
20 of dll, the formation of hydrocarbons
21  inthe subsurface and then the

22 migration of hydrocarbons to potential
23 areas of entrapment was a modeling tool
24  that was used then as a support to

25 exploration efforts.

0039

1 JOHN C. DARLEY

2 Q. Now it saysthe modeling

3 simulation here was made by Woodside
4 and peer reviewed by SEPTAR. Doyou
5 know what the reference is to Woodside,
6 dr?

7 A. | assumethereferenceisto

8 the operating company Woodside, which
9 isan Australian company.

10 Q. Doyourecdl, again,

Filed 10/10/2007

Page 24 of 275

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111606jdarley.txt (24 of 160)9/18/2007 4:02:26 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/ 111606jdarl ey .txt

Case 3:04-cv-00374-JAP-JJH Document 345-10

11  anything about this particular

12 highlight?

13 A. No, I'm sorry.

14 Q. | takeit then you have no

15 recollection asto which SEPTAR office
16 performed the work referenced there?
17 A. No, | dont't.

18 Q. Okay. The next highlight

19 referenced is"Fahud asset study

20 achievements." And it actually

21 indicates, asyou go through -- do you
22 seethat, sir, I'm sorry?

23 A. Yes

24 Q. Itactualy indicates that

25 Fahud, a Fahud asset study was closed
0040

1 JOHN C. DARLEY

2 out and then it continues on. Do you

3 recall anything about that study, sir?

4 A. Not at thistime. Fahudis

5 oneof those reservoirs | mentioned

6 earlierin Oman has been quite

7 difficult, requiring leading edge

8 capabilities, and a number of studies

9 would have been done over a number of
10 timeframeson Fahud. | don't recall
11 the specific aspect of it.

12 Q. | takeit then you don't

13  recall which SEPTAR office was

14  responsible for the conclusion of the
15 study?

16 A. No, I'msorry, | don't.

17 Q. Thenext entry states"Big

18 winfor both SEPTAR, BSP." Do you see
19 that, Sir?

20 A. Yes

21 Q. Doyou know what BSP refers
22 to?

23 A. That'sthe operating company
24 in Brunei Darusalam, Brunei Shell

25 Petroleum.

0041

1 JOHN C. DARLEY
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2 Q. Thetext that appears

3 beneath that discusses a seven well

4 horizontal well completion campaign and
5 then continues. Do you have any

6 recollection of that specific project,

7 dSir?

8 A. | have arecollection from

9 my timein Brune because prior to my
10 timeasdirector of EPT | wasa

11 managing director of Brunel Shell, and
12 | dorecall that we were looking at

13 horizontal well completion technologies
14  at that time.

15 Q. Based onyour position at

16 BSP prior to coming to EP, do you have
17 any knowledge as to which SEPTAR office
18 wasinvolved in that work?

19 A. No, | don't have knowledge.

20 But based on later understanding of the
21  work that was being done on horizontal
22 well completions, | believe there was a
23 joint effort between Rijswijk and

24 Houston to come to a better

25 understanding of these aspects of

0042

1 JOHN C. DARLEY

2 technology.

3 Q. Do you know how that work

4  was-- withdrawn.

5 Do you recall how the

6 Rijswijk and Houston offices of SEPTAR
7 worked on horizontal well studies?

8 What I'mtrying to ask iswastherea

9 topical division of labor?

10 MR. TUTTLE: Object to form.
11 A. No, | don't recall exactly.

12 Asl mentioned, in agiven team, |

13 mentioned earlier when | described

14 SEPTARI think, a given team would have
15 members both in Houston aswell asin
16 Rijswijk and depending on the specific
17  aspects of the -- of the technical

18 issue, consultation or support would be
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19 given by one or the other members of
20 that team, or experimental work would
21 bedonein one or the other of those

22 locations.

23 Q. AndI believe you mentioned
24  earlier that that would depend on the
25 areaof expertise that was required for
0043

1 JOHN C. DARLEY

2 agspecific project; isthat correct?

3 A. Thatiscorrect, yes.

4 Q. If I could direct your

5 attention now to Page 3 of this

6 document, sir. Do you see at the top

7  third of the page there's areference

8 to EPT-D, and could you tell me what
9 that references?

10 A. | think that references the

11 deepwater, the SDS organization within
12 EPT.

13 Q. If you go down to the bottom
14  quarter of the page, there's a caption
15 volumeto value, and it references the
16 BongaFieldin Nigeria. Do you see
17 that, sir?

18 A. Yes

19 Q. And it discusses some of the
20 work specificaly done there. Now you
21  had mentioned Bonga earlier, but do you
22 remember this specific highlight that's
23 shown here?

24 A. No, I'msorry, | don't.

25 Q. Beneaththat isareference
0044

1 JOHN C. DARLEY

2 toBonga Southwest Nigeria. Was that
3 asoaproject inthe SNEPCO OU?

4 A. Yes

5 Q. Okay. Doyourecal the

6 referenceto the work done by SDSin
7  connection with Bonga Southwest that's
8 referenced in this document?

9 A. | don't recall the reference

Filed 10/10/2007
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10 inthisdocument. | do recall ateam
11  being put together to work on Bonga
12 Southwest.

13 Q. Doyou recal who the

14  members of that team were?

15 A. No, I'm sorry.

16 Q. Doyourecal the

17 approximate size of the team?

18 A. Theteam would have changed
19 insizeover the period of the study.

20 It would have started quite small and
21  then depending on the workload and --
22 the effort would have changed. |

23 really don't recall at any given moment
24  what the size would be.

25 Q. If I could ask you to turn
0045

1 JOHN C. DARLEY

2 tothenext page, sir, Page 4. Thetop

3 quarter of the page you'll see some

4  bolded reference to Erha Nigeria. Do
5 you seethat, sir?

6 A. Yes

7 Q. Anditdiscussions ajoint

8 Exxon/Shell review. Do you recall the
9 work that was done in connection with
10 ErhaNigeriathat's referenced here?
11 A. No, | don't.

12 Q. Thenext bolded caption

13  beneath that is deepwater knowledge
14 sharing. You seethat? And it

15 references several workshops that were
16 conducted by SDS.

17 A. Yes

18 Q. Okay. What was the purpose
19 of those workshopsif you can recall?
20 A. | don't recal these, these

21  specific workshops.

22 Q. Wasthereaninitiative

23 during your tenure at EPT to share the
24 deepwater expertise that had been

25 accumulated by SDS with other operating
0046

Case 3:04-cv-00374-JAP-JJH Document 345-10
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1 JOHN C. DARLEY

2 unitsthroughout Shell?

3 MR. TUTTLE: Object to form.

4 A. Therewasas part of the

5 learning process, which we promotein

6 the company, there was an attempt

7 indeed to share expertise or knowledge
8 gainedin certain parts of theworld in

9 other parts of the world, so it would

10 not be aone-way sharing, it would be a
11 two-way sharing of knowledge between
12 practitionersin these aress.

13 Q. Ifyougotothefirst

14  bullet point under deepwater knowledge
15 sharing, it references the Pan Atlantic
16 cretaceous workshop. | do understand
17  that you don't remember that specific
18 workshop, but it discusses activity in

19 the Canada, Norway, Morocco, Gulf of
20 Mexico, Brazil, Gabon, Nigeria, Angola
21 andthe white zone. Now we've
22  discussed some of these but some we
23 havenot. Do you remember the SDS work
24  that was being done in connection with
25 -- or withdrawn. Do you recall any SDS
0047

1 JOHN C. DARLEY

2 activity in Norway during 2001?

3 A. No.

4 Q. How about Morocco?

5 A. | recal work being donein

6 Morocco or for Morocco. I'm not -- it

7 must have been in 2001, yes.

8 Q. Doyou recal generaly what

9 kind of work was being done by SDSin
10 connection with Morocco?

11 MR. TUTTLE: Objectionto

12 the extent it repeats testimony from

13 the prior deposition. Y ou can answer.
14 A. Thework was-- wasin

15 connection with an exploration program
16 in Morocco, deepwater exploration.

17 Q. Now we'd mentioned Brazil
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18 asoand | don't recall whether or not
19 you'dindicated you recalled any of the
20 work done in connection with Brazil.
21 Do you recall any of the SDS activities
22 donein Brazil?

23 MR. TUTTLE: Objectionto

24  form and asked and answered from the
25 prior deposition, but you can answer
0048

1 JOHN C. DARLEY

2 agan.

3 A. Agan,intermsof -- |

4  think it was exploration opportunities

5 at thistime were being evaluated, yes.

6 Q. How about Gabon?

7 A. Gabon | don't recall what

8 thework would have been in 2001.

9 Q. Do you recal what work was
10 being -- what activities were being

11 done by SDSin connection with Angola
12 inabout that time?

13 MR. TUTTLE: Same objection,
14  and the character -- asked and answered
15 from the prior deposition, excuse me.
16 A. Work was being done at the

17 request of the operating unit | think

18 in Angola, Shell Development Angola, in
19 support of their participation in the

20 BPjoint venture.

21 Q. Do you recall which --

22 withdrawn.

23 The work that was being done
24 in connection with Angola, was that
25 being done out of Rijswijk or Houston,
0049

1 JOHN C. DARLEY

2 doyourecal?

3 A. Widl, thisisthe deepwater

4 group that we're talking about.

5 Q. Oh, I'm sorry.

6 A. Sothiswork was being done

7 from Houston.

8 Q. Thank you. | apologize for
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9 that.

10 There's areference there to

11 white zonein quotes. Do you see that?
12 A. Yes

13 Q. Do you know what that refers
14 to, Sir?

15 A. I'msorry, | don't.

16 Q. If you go down the bottom
17 third of the page there's areference
18 to EPT-V. Doyou seethat, sir?

19 A. Yes

20 Q. And could you tell me what
21 that refersto?

22 A. That wasthe group that |

23 mentioned earlier, the Shell Technology
24  Ventures group, so the venture capital
25 investment group that invested in
0050

1 JOHN C. DARLEY

2 developing new technology.

3 Q. If I could direct your

4  attention to the following page, sir.

5 The second line down there's a bolded
6 caption STV/STIP review.

7 A. Yes

8 Q. | wasjust hoping that you

9 could identify, help meidentify some
10 of the organizations that are

11 referenced there. We've discussed STV?
12 A. Yes

13 Q. ThenextoneisSTIP. Do

14 you know what that refersto?

15 A. That was| think Shell

16 Technology Investment Partners.

17 Q. Wasthat part of EP? I'm

18 sorry, wasthat part of EP?

19 A. I'mnot sure, to be quite

20 honest. | can't recall exactly the

21  corporate structure around STIP.

22 Q. How about STEPLT?

23 A. That wasthe leadership team
24  of the EPT organization.

25 Q. A little above the halfway

Case 3:04-cv-00374-JAP-JJH Document 345-10
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0051

1 JOHN C. DARLEY

2 pointinthat pageisareferenceto

3 EPT-C. Doyou seethat, sir?

4 A. Yes

5 Q. Canyoutell mewhat

6 organization that refersto?

7 A. That wasthe commercial

8 group that supported the EPT business.
9 Q. Okay. Canyoutell mewhere
10 that group islocated?

11 A. Again, that was, as part of

12 EPT, located between Houston and
13 Rijswijk. The manager of that group
14  reported to mein Rijswijk at that

15 time, but he had staff also in Houston.
16 Q. Actualy, that raisesa

17 question. Your offices were maintained
18 inRijswijk at that time?

19 A. Rijswijk, yes.

20 Q. Wasthat true throughout

21 your tenureat EPT?

22 A. Yes

23 Q. Youcan put that aside, sir.
24 A. Thank you.

25 (Darley Exhibit 2 for

0052

1 JOHN C. DARLEY

2 identification, Bates stamped Darley
3 0020 through 0031.)

4 Q. Mr. Darley, you've just been
5 handed a document marked as Darley
6 Exhibit 2 for identification. |'d ask

7 youto take alook at that, sir, and

8 let meknow if you recognizeit.

9 A. No, I don't recall seeing

10 thisbefore. | seethat it wasemailed
11 tome, sol certainly will have seen
12 it, but | don't recall it.

13 Q. Okay. For therecord, the
14  document is an email with a series of
15 attachments, the cover email isfrom
16 Jim Rambousek to Mr. Darley. The

Filed 10/10/2007
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17 subject isforward, realizing the
18 limit.
19 Directing your attention to
20 the second page of that document, sir,
21 one of the attachments is captioned
22  redlizing thelimit and then it's
23 followed by four subsections. Was
24 redlizing the limit, did that refer to
25 aninitiative that was begun in EP at
0053

1 JOHN C. DARLEY

2 or about thistime?

3 A. Yes, | think somewhat

4  earlier, but | -- it was already well

5 underway when | joined EPT.

6 Q. Andjust generaly, and I'm

7 not asking you to read the material

8 here, but could you describe what that
9 initiative, or what the purpose of that
10 initiative was.

11 A. Sotheredizing the limit

12  program started with an initiative

13 which was called drilling the limit.
14  Anddrilling the limit was a process
15 improvement project which looked at
16 opportunitiesto improve the efficiency
17  of the well drilling process.

18 So in drilling awell there

19 areanumber of sequential steps that
20 aretaken astheholeisdrilled,

21 casingisrun into the hole, the casing
22 iscemented, etcetera.

23 It was recognized | think in
24 the mid-nineties that by running

25 parallel processes for some of these
0054

1 JOHN C. DARLEY

2 activitiesit would be possible to

3 improve the efficiency of the drilling
4  process. And that was called drilling
5 thelimit. It proved successful, was

6 usedinanumber of companies around
7  theworld, both within Shell, but also
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8 similar programs were being run in the
9 industry.

10 On the basis of the success

11  of drilling the limits, then similar

12  approaches were adopted for the

13  production process and for looking at
14  theinvestment process and looking at
15 thevolumes process, so asking the

16 question are there waysin which we can
17 improve the process by which we

18 estimate volumes or invest in our

19 capita or produce our hydrocarbons,
20 and that came then under the umbrella
21  of redlizing the limit.

22 The way it worked was that we
23  had anumber of experts, practitioners,
24  consultants, as you would like to call
25 them, in each of these areas, and they
0055

1 JOHN C. DARLEY

2 would hold workshops with operating units
3 to cover one or the other, or sometimes
4  anintegration of theseindividual

5 improvement projects, and identify

6 opportunitiesin the business to adopt

7 thisapproach.

8 Q. If I could direct your

9 attention to the material here

10 underneath the caption "Producing the
11 limit," and specifically to the last

12 sentencein that short paragraph, it

13 says"Themain areas to be benefitted
14 will be Nigeria, Oman, and SEPCO." We
15 talked about Oman alittle bit. And |
16 believe you had previoudly indicated
17 that you didn't recall there being

18 production issues necessarily in

19 Nigeria, correct?

20 A. That'scorrect.

21 Q. Okay. Do you have any

22  recollection of why this document

23  specifically refersto Nigeria as being
24 one of the areas that would benefit
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25 from the PTL teamwork?
0056

1 JOHN C. DARLEY

2 MR. TUTTLE: Object to form.
3 MR. MORSE: Object to form.
4 A. ThePTL work identifies

5 opportunitiesto improve. What | take
6 from this summary isthat there have
7  beenidentified opportunitiesto

8 improve production in these three

9 companies.

10 Q. Doyou have any specific

11 recollection of that though separate
12 and apart from this document?

13 A. No.

14 Q. Mr. Darley, if you could

15 turn now to the next page, sir. The
16 next pageisan email from AdA.

17 VanderSchoot to various individuals
18 including yourself. The subject is

19 vidit report Oman. The email is dated
20  October 19th, 2001. Could you identify
21 Mr. or Mrs. VanderSchoot for me?
22 MR. TUTTLE: I'mgoing to
23 object. It may have been produced to
24 you thisway, | have noidea, but I'm
25 not sure that we should assume that
0057

1 JOHN C. DARLEY

2 it'sasingle document. Perhapsif you
3 wantto -- it doesn't seem to be

4  otherwise referenced in the first

5 emall, so.

6 Q. Withthat caveat, | don't

7 know if it was asingle document. [t
8 wasin fact produced thisway. There
9 areconsecutive Bates numbers. | don't
10 know if the real world what that means
11 theformat of thiswas.

12 MR. TUTTLE: I just don't

13 want the witness to be confused in

14 termsof hisrecollection.

15 MR. MacFALL: That'sfine.
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16 MR. TUTTLE: You've asked
17 him separately if he recognizesthis
18 email, so.

19 MR. MacFALL: That'sfine.
20 Why don't we go through it asif it
21 were a separate document, because it
22  may well be,

23 Q. Your counsel raises agood
24  point. Separate and apart from the
25 materia that precedesit, do you
0058

1 JOHN C. DARLEY

2 recognize this document?

3 A. No. No, | don't.

4 Q. Do you know who Mr. or Mrs.
5 VanderSchoot is?

6 A. Yes, AdVanderSchoot is--

7 wasaredlizing the limit consultant,

8 one of those consultants that |

9 mentioned to you earlier.

10 Q. Doyou recal that he --

11 withdrawn.

12 A. Excuse me, at that time Ad
13 VanderSchoot may not have been in the
14 roleasaconsultant for the realizing
15 thelimit. Hemay have beenina
16 separaterolewhichwasasoin EPT
17 where he was the business interface
18 manager responsible for the Middle East
19 and| believe at thistime and in this
20 context that's probably why he was
21  sending this emall.
22 Q. Thank you.
23 A. Later he became arealizing
24 thelimit consultant.
25 Q. Mr. Darley, if you look at
0059

1 JOHN C. DARLEY

2 thefirst paragraph of the email, it

3 discusses avisit to Oman and various
4 asset team individuals who were met.
5 Thelast sentencein that paragraph

6 states, "l sensed a strong commitment
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7 fromPDO at al levelsand ahigh

8 expectation that SEPTAR will deliver."

9 Doyourecal what it was that or what

10 itisthat thisreferences?

11 A. No, not without delving into

12 the document, | wouldn't know.

13 Q. Okay, that'sfair. If you

14 godown alittle bit there'sabold

15 portion that says"Visit report Oman."

16 Then it says"Purpose, selection,” and

17 it says"scooping of projects that

18 SEPTAR will execute jointly with PDO."
19 Beneath that it identifies various

20 individuals from SEPTAR who attended or
21 participated in that visit. Do you

22 recognize the individuals who are shown
23 here, sir?

24 A. Some of them, not all.

25 Q. Okay. Couldyou tell me,

0060

1 JOHN C. DARLEY

2 identify those individuals who you do
3 recognize from that list.

4 A. Piet Ruijtenberg, Stuart

5 Evans, Rob Willis. Tom Hydel didn't
6 know at that time, | know now. Francis
7  Clayton, equally I didn't know at that
8 time, | know now. Rick Carter

9 gmilarly. Phil Tudhope ! didn't know
10 inthat context. Mark Tavener | don't
11 know. And Ad VanderSchoot we

12 mentioned.

13 Q. And actualy, after Mr.

14 VanderSchoot there is a parenthetical
15 BIM reference which iswhat | believe
16 you indicated previously, correct?

17 A. Yes, | hadn't noticed, but

18 indeed it confirms that he was the

19 businessinterface manager at that

20 time.

21 Q. Theindividualsthat you

22 just identified that you know, | won't
23 gothrough all of their names again,
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24 were they -- withdrawn.

25 Do you recall what offices,
0061

1 JOHN C. DARLEY

2 either Rijswijk or Houston, those

3 individuals worked out of?

4 MR. TUTTLE: Objectionto

5 form.

6 A. I'm pretty sure that they

7 worked out of Rijswijk, but the ones

8 that | don't know and didn't know then
9 may not have. But the onesthat | did
10 know then were working out of Rijswijk.
11 Q. Okay, thank you. If you

12 could turn-- I'm sorry. Go back two
13 pages. I'm sorry, forward two pages.
14 A. Okay.

15 Q. Youll seetheresan

16 attachment there, they're a series of

17 PowerPoints or viewgraphs. Do you
18 recdl if -- do you recall seeing these
19 materials?

20 A. No.

21 Q. Onthat first page, the

22 third bullet point down it says "SEPTAR
23 committed 10 people, possibly

24 increasingto 25." Do you recall if

25 that actually happened or did the
0062

1 JOHN C. DARLEY

2 number of people working with PDO vary
3 throughout 2001-2004?

4 MR. TUTTLE: Objectionto

5 form.

6 A. Thenumber of people working
7 with PDO certainly varied over that

8 period.

9 Q. Doyourecdl at its height

10 the maximum of SEPTAR employees or
11  individuasthat were working in

12 connection with PDO?

13 MR. TUTTLE: Objectionto
14  form.
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15 A. | believe we at the height

16  would have approached 80, perhaps even
17 ahundred people.

18 Q. Werethose people out of

19 both Houston and Rijswijk, do you
20 recdl?
21 A. Asl mentioned earlier, most
22  of that work was done out of Rijswijk
23 for Oman. But there was one study, |
24  mentioned that study earlier that was
25 being done out of Houston.
0063

1 JOHN C. DARLEY

2 Q. You can put that aside, sir.

3 A. Thank you.

4 MR. TUTTLE: Isthisagood

5 timeto take a couple of minutes, we've
6 been going about an hour?

7 MR. MacFALL: Yes, that's

8 fine.

9 THE VIDEO OPERATOR: Well
10 go off therecord. It's11:10, tape 1.

11 (A recesswas taken.)

12 THE VIDEO OPERATOR: We're
13  back on therecord, it's 11:27, tape 1.

14 Q. Mr. Darley, | have afew

15 followup questions based on some of the
16 thingswe discussed alittle bit earlier.
17 A. Yes, dgr.

18 Q. With respect to the division

19 of expertise between Rijswijk and

20 Houston, was there any system

21 underlying that division of expertise?
22 Inother words, who went to Rijswijk,
23 who went to Houston? Do you understand
24  the question?

25 MR. TUTTLE: Object to form.
0064

1 JOHN C. DARLEY

2 You can answey.

3 A. | understand the question.

4  The nature of SEPTAR was such that it
5 had come together from preexisting
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6 centers of technology based

7  respectively in Houston and Rijswijk.
8 So historically certain areas of the

9  business had been undertaken in one or
10 the other of those locations. Asthe
11 two locations came together in one

12  organization, that historical

13 capability, if you like, initially was
14  held, and over time individuals were
15 moved from one side to the other to
16 sharethat technology between the

17  respective groups.

18 Q. | believeyou indicated that

19 there were certain circumstances under
20  which teams would be comprised of
21  people from both Rijswijk and Houston;
22 isthat correct?

23 A. Rarely. Most of the teams

24  were based -- I'm sorry, I'm confused
25 now. Or I'm potentially going to
0065

1 JOHN C. DARLEY

2 confuseyou when | talk about teams. A
3 given team indeed, ateam looking at

4  experimental research, for example,

5 could comprise individuals on both

6 sides. A study team that was looking

7 atagiven reservoir development plan
8 would usually be comprised of

9 individualsinonelocation. Those

10 study teams were not usually split.

11 Q. Would assignment of a

12 particular reservoir to either a study
13 teamin Houston or Rijswijk depend on
14 the areaof expertise that was

15 necessary to conduct the study?

16 A. Only on an exceptiona

17 basis.

18 Q. Couldyou explainfor me

19 what it isthat you mean by that, sir?
20 A. Yes Sol explained earlier
21 | think that much of the work was

22  directed geographically, so the work
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23 for SPDC Nigeriawas donein Rijswijk,

24  for example. And thework for PDO in
25 Oman wasdonein Rijswijk.

0066

1 JOHN C. DARLEY

2 Exceptionally, and that's

3 why I made that distinction, there may
4 be aspecific reservoir which required

5 expertise from a center of excellence

6 that wasvested in one or the other of

7 those locations and on that basis there

8 may be one study that was then directed
9 toone of thoselocations.

10 Q. | believeyou specifically

11 stated that the Lekhwair project in

12 Oman was worked on by ateam from
13 SEPTAR Houston, correct?

14 MR. TUTTLE: Objectionto

15 form; characterization.

16 A. Yes I'm--I'm hesitating

17 here because EPT over time evolved.
18 When| -- when | first cameinto that
19 position, as| described earlier,

20 SEPTAR was something of a conglomerate
21 of activities. So one of the changes

22 that we made wasto split out the study
23 team work from that conglomerate of
24 SEPTAR and form adifferent group. So

25 that we then had a group which was the
0067

JOHN C. DARLEY
R&D organization in EPT which was no
longer called SEPTAR, it was EP R&D.
And then we had a group called EPT
Solutions which was the consultancy
services which then looked at the study
work.

And my fedling isthe
Lekhwair work was undertaken by EPT
10 Solutions as that group had evolved to
and not by SEPTAR, so that -- that's
12 thereason for my comment here.
13 Q. WasEPT Solutions based out
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14  of Houston?

15 A. Itwasagroup that was

16 based out of Rijswijk and Houston.

17 Q. Atthetime of that further

18 division when EPT Solutions came into
19 existence, wasthere still adivision

20 aong areas of expertise between

21 Rijswijk and Houston?

22 MR. TUTTLE: Objectionto
23 theform.

24 A. Yes, the main changeinto

25 EPT Solutions was to take out from
0068

1 JOHN C. DARLEY

2 SEPTAR the study groups, but the

3 division between Houston and Rijswijk
4 largely remained asit had been

5 ealier.

6 Q. Doyou recal -- withdrawn.

7 Do you know why it is that

8 EPT Solutions group out of Houston did
9 work on Lekhwair?

10 A. No, I'msorry, | don't.

11 Q. When did that change occur,
12 taking out the study group from the
13  consultancy?

14 A. Inthesecond half of 2003.

15 Q. Youaso mentioned an

16 organization earlier called SGS, Shell
17 Global Solutions, correct?

18 A. Yes

19 Q. | believeyou indicated that

20 they did surface work in SPDC; isthat
21 correct, sir?

22 A. Yes, they worked in

23 connection with SEPTAR at that stage
24 and subsequently with EPT Solutionsin
25  connection with the field development
0069

1 JOHN C. DARLEY

2 plan studies.

3 Q. Doyou recall specifically

4  what it wasthat SGS did in connection
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5 withthefield development plans at

6 SPDC?

7 A. ldon't--youaskif I

8 recall specifically and | don't

9 gpecifically, but in general terms,

10 they undertook the work that was

11 related to surface facilities. So

12 pipelines, separator facilities,

13 gathering station facilities, that was
14  their area of expertise.

15 Q. Do you know where SGS was
16 located or based out of during that

17 time period?

18 A. Yes, it wasbased out of

19 Rijswijk and out of Houston.

20 Q. With respect to the work

21 that was done at SPDC, do you know
22  which office of SGS wasinvolved?
23 A. | believethat wasthe

24 Rijswijk office.

25 Q. Mr. Darley, we've discussed,
0070

1 JOHN C. DARLEY

2 and certainly some of the documents

3 haveindicated various OUs at SEPTAR
4 and SDSdid work for or in connection
5 with. Areyou aware of any documents
6 or any compilations which showed on
7 either an annual basis or regular basis
8 all of the OUs that were -- withdrawn,
9 I'mgoing totry that again.

10 Was there any central

11 database or document that listed all of
12 the OUsthat SEPTAR and SDSwere
13 performing work in connection with?
14 A. Therewere annua -- annua
15 reports prepared in asummary format
16 which would -- but I'm trying to

17 remember whether or not they existed in
18 the period that we're speaking about
19 here, 2001 to 2004. They certainly

20 when we formed the new group which was
21 inthe second half of 2003, so

Case 3:04-cv-00374-JAP-JJH Document 345-10
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22  therefore into 2004, then we had such
23  -- such annual reports.

24 Q. Butyou're not sure about

25 theperiod prior to that; is that
0071

1 JOHN C. DARLEY

2 correct?

3 A. No, I'mnot sure. | don't

4 think we had such things at that time.

5 Q. Howisitthenthat --

6 withdrawn.

7 Did you find it necessary to

8 keep, ashead of EPT, track of the

9 various projects being performed on

10 behalf of the OUs each year?

11 MR. TUTTLE: Mr. Darley

12 personally? You said you?

13 Q. Yes. I'msorry, yes.

14 A. | took the question to be me
15 personaly. | didn't find it necessary
16 totrack every -- every study that was
17 being undertaken by all the study

18 teams, no.

19 Q. Do you know why that summary
20 document was created, assuming that it
21 did not exist prior to the second half
22 of 2003 showing the work done on behalf
23 of all the OUs?

24 MR. TUTTLE: Objectionto

25 form.

0072

1 JOHN C. DARLEY

2 A. What -- what we had in 2001

3  to 2004 period were more informal kind
4  of reports. What | described was an

5 annual report. So there would bein

6 each of those constituent parts of EPT

7  planning groups who were planning the
8 work and allocating the resources of

9 their individual groups. We also had
10 financia control systems which looked
11 at thetotal spend of each of those

12  groups and the total remittances that
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13  came back from our client operating

14  units. So those data were always

15 captured because otherwise we couldn't
16  run the business of EPT.

17 | think the concept of

18 annual report was one which brought
19 together al that datain perhaps a

20 more digestible form.

21 Q. Areyou familiar with the

22 term VAR, or value assurance review?
23 A. Yes | am.

24 Q. During your tenure at EPT --

25 withdrawn.
0073

1 JOHN C. DARLEY

2 During the time period

3 2001-2004, were members of SEPTAR
4 involved in the value assurance review
S5 process?

6 MR. TUTTLE: Objectionto

7 theform.

8 A. Initidly when | -- when |

9 joined EPT, | think | recall that the

10 value assurance group, or team, which
11  wereanumber of consultants, were

12 indeed part of SEPTAR. When we made
13 that reorganizational change that |

14  mentioned to you, we made the

15 separation so they were no longer part
16 of SEPTAR and became a separate unit.
17 Q. And that change wasinthe

18 second half of 20037

19 A. | think that particular

20 change with regard to the value

21 assurance review group may have even
22  been earlier because we formed a new
23 organizational unit comprising the

24  value assurance review groups. | don't

25 remember the exact date of that

0074
1 JOHN C. DARLEY
2 formation.

3 Q. Alittlebit earlier today
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4 you aso discussed field development

5 plans, field development studies. 1'd

6 liketo ask could you just give me an

7 overal description of wherein the

8 process of moving hydrocarbons from
9 scopefor recovery to proved reserves
10  or produced oil the FDP fitsin?

11 MR. TUTTLE: Objectionto

12 form. Objection; asked and answered in
13 the prior deposition, but he can answer
14 it again.

15 A. | described earlier how the

16 processworksoveral. So afield

17  development plan will look at the

18 description of the way the accumulation
19 isto be developed and it comes roughly
20 midway in that process, if you like, so
21  dfter theinitial definition of the

22 sizeof thereservoir and the

23  opportunities for development, arange
24  of opportunities may be identified.

25 They are then narrowed down to select
0075

1 JOHN C. DARLEY

2 the optimum meansto develop a

3 reservoir. And that optimum

4 opportunity isdescribed in the field

5 development plan.

6 Q. Doesthefield development

7 plantypically contain production

8 models?

9 A. Yes

10 Q. Based onyour prior

11 experience and experience prior to the
12 timeyou got to EPT, werefield

13 development plans used to calculate the
14 amount of proved reservesat a

15 particular field?

16 MR. TUTTLE: Objection;

17 asked and answered in the prior

18 deposition. Y ou can answer again.

19 A. Weéll certainly one -- one of

20 thetoolsthat would be used in the
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21 estimation of proved reserves would be
22 thefield development plan, but it may
23 not be the unique definition of the

24  proved reserve. Other criteriawould
25 play arolein the definition.

0076

1 JOHN C. DARLEY

2 Q. Would thefield development

3 plan consider -- withdrawn.

4 Would the field development

5 plan takeinto consideration commercial
6 aspects of developing a particular

7 fidd?

8 A. Thefied plan -- thefield

9 development plan would look at the
10 commercial evaluation, if you like, so
11 theeconomic viability or profitability
12  of the development. But that may not
13  bethe commercial, asyou caled it,

14  aspect. Sinceit will have been

15 delivered prior to the actual

16 investment being accomplished, if you
17 like. So prior to the contracts being
18 let, prior to bid rounds being

19 completed, and it's only at that stage
20 then that the final investment decision
21  can be made which defines the final
22 commerciality. Sothefield

23  development plan itself will give

24 economic indicators, but will not be
25 thefina commercia evaluation.

0077

1 JOHN C. DARLEY

2 Q. Thank you. Just to go back

3 for asecond tothe VAR teams. You had
4  mentioned that SEPTAR prior to

5 subsequent reorganization participated.
6 Were members of SDS, did they also

7 participate as part of the value

8 assurance review group?

9 MR. TUTTLE: Objectionto

10 form, the characterization. Y ou can
11  answer.

Case 3:04-cv-00374-JAP-JJH Document 345-10
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12 A. No, the value assurance

13 teams comprise consultants themselves,
14  who would undertake the analysis, and
15 joining those value assurance review
16 teamswould be representatives from all
17 over theworld. Soit may be that

18 operating unit representatives,

19 representatives from different

20 organizations would join a given team.
21 Q. |takeit by that that it's

22  possible that a member of SDS could?
23 A. ltispossible

24 Q. Okay, thank you.

25 (Darley Exhibit 3 for

0078

1 JOHN C. DARLEY

2 identification, Bates stamped RIW

3 00221173 through 221180.)

4 Q. Mr. Darley, you've just been

5 handed a document marked as Darley
6 Exhibit 3 for identification. | ask

7 youto take alook at that, sir, and

8 tell meif you recognizeit.

9 A. Mm-hmm.

10 Q. Do you recognizethis

11  document, sir?

12 A. Yes, | recognizeit.

13 Q. Okay. What isit?

14 A. It'saproposal to our term

15 of reference asit's stated herein the
16 second page, for a project to improve
17 thedelivery of projectsin EP.

18 Q. With respect to the second

19 pagewhich | believe you were looking
20 at whichisthe email, could you

21 identify Mahdi Hasan for me, please?
22 A. Yes, Mahdi Hasan was the

23 manager of the engineering group in
24 Shell Deepwater Services.

25 Q. Now you used both the terms
0079

1 JOHN C. DARLEY

2 termsof reference and proposal. Would
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3 those-- isaterm of reference

4  essentially aproposal for anew

5 project?

6 MR. TUTTLE: Objectionto

7 form.

8 A. Not necessarily. | think

9 when | -- when you're asking me what it
10 wasl think | started by saying it was
11 aproject proposal and then |

12 recognized that it wasin fact aterm

13 of reference. What thisisistheterm
14  of reference to undertake this study,

15 defines the scope of the study and the
16 resources, etcetera, that would be --

17  would be needed.

18 Q. Now, the purpose of the

19 study isindicated on the top of the

20 third page of that document, do you see
21 that, sir?

22 A. Yes, indeed.

23 Q. Andthat indicatesthe

24  study's purposeisto respond to the

25 question, and thisisin quotes, "What
0080

1 JOHN C. DARLEY

2 will it take to achieve a consistent

3 andimproving project delivery

4  performance right across EP that is

5 similar to therecord achieved in

6 deepwater projects by SDS?'

7 Can | take it from that that

8 --canl takeit from that language

9 that SDS was successful in project

10 delivery performance?

11 MR. TUTTLE: Objectionto

12 form.

13 A. What you -- what you see

14 hereisanote which was drafted by the
15 engineering manager of SDSwho | think
16 theway he has drafted his proposal was
17 indeed to promote, if you like, an

18 impression that deepwater projectsin
19 SDSwere extremely successful.
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20 Having said that, | think
21 there werelessonsto be learned from
22 the SDS approach to project delivery,
23 and that's why we undertook this study
24 intheway we did.
25 Q. Doyou recall if this study
0081

1 JOHN C. DARLEY

2 resulted in various SDS approaches

3 being utilized by other business

4  organizations?

5 A. | don't recall, to be quite

6 honest, the detailed take-up from this
7  study.

8 Q. You characterized or

9 indicated that this comment had been
10 drafted by the person who was the head
11 of SDS and therefore suggested that it
12 might be lessthan objective. Wasit
13 your understanding that -- withdrawn.
14 Was Shell's deepwater

15 expertise something that was

16  underscored for the investment

17  community during this time period?
18 MR. TUTTLE: Objectionto
19 form.

20 A. Shell Deepwater Services

21  during the decade of the nineties had
22  successfully implemented projectsin
23  the Gulf of Mexico, a number of

24 projects which had used the technology
25 cadledtension leg platforms, these are
0082

1 JOHN C. DARLEY

2 floating structuresin the Gulf of

3 Mexico which are used to develop

4  fields. Something like five or six

5 individual projects had been delivered
6 successfully and with marked

7 improvement on cost and schedulein
8 each of those projects.

9 That was indeed something

10 that reflected well on Shell's ahility
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11 todeliver deepwater projectsin the

12 Gulf of Mexico and as such, was indeed
13 represented as a -- as an achievement
14  of the company.

15 Q. Okay, thank you. If | could
16 ask you, Mr. Darley, to turn three

17 pagesin, to the page ending in Bates
18 number 178, you'll see a graph there
19 that says"Key projects.” Do you have
20 that, sir?

21 A. Yes, dgr.

22 Q. That's broken out by

23 category. Oneis post-FID, pre-FID,
24  etcetera, and it identifies various

25 projects. Thefirst one shownis AOSP.
0083

1 JOHN C. DARLEY

2 Doyou seethat, sir?

3 A. Yes | do.

4 Q. Do you know what project

5 that refersto?

6 A. That isthe Athabasca Oil

7  Sands project.

8 Q. Doyou recal that work was

9 doneon that project by SDS?

10 A. Not to my knowledge.

11 Q. The second one shown is 90
12 EA. Doyou seethat, sir?

13 A. Yes | seeit.

14 Q. Do you know what project

15 that'sreferring to?

16 A. TheEA project wasthe

17 shallow water offshore Nigeria. |

18 don't know what the reference 90 refers
19 tohere

20 Q. Doyourecal SDS performing
21 work in connection with that field?

22 A. No, | don't.

23 Q. Thenext one shown is Bonga.
24 Doyou seethat, sir?

25 A. Thenext oneis Nakika.

0084

1 JOHN C. DARLEY
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2 Q. I'msorry, NakikaBase, |

3 skipped over that. Do you recall that
4  project, Sir?

5 A. Yes | do.

6 Q. Wherewasthat located?

7 A. That'sthe Gulf of Mexico

8 project.

9 Q. Doyou recall SDSworking on
10 that project?

11 A. Yes, indeed.

12 Q. Thenext oneisBonga.

13 A. Yes

14 Q. Okay. And| think we

15 discussed previously that SDSdid in
16 fact work on that, correct?

17 A. That'scorrect.

18 Q. The next one under the

19 category of pre-FID -- and just for
20 clarification, FID refersto final

21 investment decision, correct?

22 A. Correct.

23 Q. Okay. Thefirst oneis49
24  Ughdlli.

25 A. Yes

0085

1 JOHN C. DARLEY

2 Q. Couldyou tell me what that
3 referenceis?

4 A. TheUghdli Fieldisin

5 onshore Nigeria. | don't know what the
6 referenceto 49 reflects.

7 Q. Doyou recall SDS doing work
8 there?

9 A. No.

10 Q. Thenext oneisErha?

11 A. Yes

12 Q. Areyou familiar with that
13  project, sir?

14 A. Erhaisthejoint Shell/

15 Exxonfield in the deepwater off of
16 Nigeria

17 Q. Doyou recall SDS doing work
18 at that field?
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19 A. | recal SDSworking asa--
20 in support of SNEPCO as SNEPCO isthe
21 partner in Erha

22 Q. Thenext oneisHolstein

23 phasel. Doyou seethat, sir?

24 A. Yes

25 Q. Do you know what that refers
0086

1 JOHN C. DARLEY

2 to?

3 A. Holsteinisafieldinthe

4  Gulf of Mexico. BP isthe operator of
5 thefield.

6 Q. Doyourecall SDSworkingin
7  connection with that field?

8 A. Again, SDSdid work on

9 behalf of SEPCO | think who was the
10 Shell Oil partner in that field in

11  support of their investment decisions.
12 Q. Thenext category says big
13 tick. Do you know if that refersto
14  bigticket or something else?

15 A. That'swhat | would assume.
16 Q. Thefirst field, or first

17 project shown thereis Nigeriatrain
18 4/5. Do you seethat, sir?

19 A. Yes

20 Q. Doyou recall SDS doing work
21 inconnection with Nigeriatrain 4 and
22 57

23 A. Nigeriatrain 4 and 5 refers
24  tothe LNG projectsin Nigeria. SDS
25 did not do work on trains 4 and 5.
0087

1 JOHN C. DARLEY

2 Q. Just so -- withdrawn.

3 Thisis captioned "Key

4 project." Arethesekey green-field

5 projects going forward that -- well

6 withdrawn.

7 Do you know what that refers
8 to?

9 A. No, | don't.

Case 3:04-cv-00374-JAP-JJH Document 345-10
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10 Q. Okay. How about Sakhalin,
11 doyou seethat, sir?

12 A. Yes

13 Q. Areyou familiar with that

14  project?

15 A. lam.

16 Q. Okay. And could you tell me
17 what that was?

18 A. Sakhalin project isthe

19 development of an offshore field off
20 Sakhalin Island in Russia, and the
21 transportation of the gasto gas

22  liguefaction plant and the subsequent
23  on-transportation of the LNG to

24  markets.

25 Q. Doyourecdl if SDSdid
0088

1 JOHN C. DARLEY

2 work at Sakhalin?

3 A. Tomy knowledge, SDS did not
4 dowork on Sakhalin.

5 Q. How about the next oneis,

6 well the next category is E& A followup.
7 Doyou seethat, sir?

8 A. Yessi.

9 Q. Doyouknow what E&A

10 followup refersto?

11 A. Exploration and appraisa

12 followup.

13 Q. Andthefirst project shown
14 thereis Angola. Do you seethat?

15 A. Yes

16 Q. Doyourecdl if SDSdid

17 work in Angola?

18 A. Yes wesad earlier SDSdid
19 work on Angola. I'm not quite sure --
20 Angolaitself was not aproject so |

21 findit alittle confusing that it's

22 listed here as a project because there
23 were anumber of activitiesin Angola
24 Q. Beneath Angolathereiswhat
25 isaproject, Bonga Southwest?

0089
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1 JOHN C. DARLEY

2 A. That's correct.

3 Q. Thenit shows-- and we

4 discussed that earlier, that SDS did

5 work there?

6 A. Yes

7 Q. Brazil, which againisnot a

8 project per se?

9 A. No.

10 Q. Doyourecdl, and | believe

11 youdidindicate that SDS did work

12  there. How about --

13 MR. TUTTLE: Objectionto
14  form; characterization.

15 Q. Did SDSdowork at Brazil,

16 dir?

17 A. |think | asked earlier in

18 which time frame we're speaking about.
19 When Shell acquired the Enterprise

20 company, then certainly SDS commenced
21  work on the Bijupiraand Salemafields
22 inBrazil. Prior to that, I'm not

23 familiar. | think | said | was not

24  familiar with work that was done by SDS
25 inBrazil. No, sorry, | think | said
0090

1 JOHN C. DARLEY

2 it wasexploration work being done at

3 that time, but not development work.

4 Q. And that exploration work

5 wasdoneby SDS?

6 A. By SDS, correct.

7 Q. How about Kashagan, are you
8 familiar with that, sir?

9 A. Yes

10 Q. Canyou describe that for

11 me, please?

12 A. Kashaganisalarge, very

13 large accumulation in Khazakstan which
14 has been oeperated by ajoint venture,
15 ajoint venture of a number of industry
16 playersof which Shell isone.

17 Q. Doyourecdl if SDSdid
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18 work in Kashagan?

19 A. Not to my knowledge.

20 Q. Do you know what Rhino

21 refersto, Sir?

22 A. | dont.

23 Q. SPDC wediscussed earlier is
24  an operating unit in Nigeria, correct?
25 A. Yes
0091

1 JOHN C. DARLEY

2 Q. Andthen USA isobvioudy

3 not an operating unit?

4 A. Right.

5 Q. Thenext category is STR.

6 OP., doyou seethat, sir?

7 A. Yes, | do.

8 Q. Doyou know what that refers
9 to?

10 A. No, I'msorry, | don't.

11 Q. Do you know what the

12  reference to Kudu is?

13 A. Kuduisafield offshore

14 Namibia.

15 Q. Doyouknow if SDS did work
16 in Kudu?

17 A. | don't believe so.

18 Q. With respect to the projects
19 identified on that page, do you recall
20 if SEPTAR did work at any of those
21 projects?

22 A. | think we've spoken about
23 thework that SEPTAR did on the SPDC
24 fields. | seemto recall that SEPTAR
25 did work on Ughelli. A special team
0092

1 JOHN C. DARLEY

2 wasformed to work on Kudu. That's
3 probably what | recall from that.

4 Q. Withregard to the work done
5 inconnection with Ughelli by SEPTAR,
6 could you please describe that for me?
7 A. Asl recal, that wasfield

8 development plan type studies.
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9 Q. Do you recall which office,

10 Rijswijk or Houston, did work on

11  Ughelli?

12 A. That would have been the

13 Rijswijk office.

14 Q. How about Kudu?

15 A. Kudu was aspecial team that
16 wasformed in The Hague.

17 Q. Andthat was-- I'm sorry,

18 when you say special team, was it

19 comprised of members of SEPTAR?
20 A. Some members of SEPTAR plus
21 some other staff.

22 Q. Andthe SEPTAR members of
23 that team, do you recall what office

24  they were from?

25 A. They would have primarily
0093

1 JOHN C. DARLEY

2 been from the Rijswijk office, but |

3 don'trecall every individual team

4  member, s0.

5 Q. Doyou recall what the

6 purpose of formation of that special

7 teamwas?

8 A. Itwasto look at the

9 development opportunity in Kudu, and an
10 integrated study approach.

11 Q. Doyourecal the

12  approximate size of that team?

13 A. No, I'm sorry, | don't.

14 Q. Do you recall how many

15 SEPTAR members were on the team?
16 A. No.

17 Q. Youcan put that aside, sir.

18 Mr. Darley, I'm sorry. With

19 respect to the Kudu team besides those
20 individuals from SEPTAR, do you know
21  who the other members of the team were?
22 A. There were members from

23 Shell Global Solutions, SGS, which we
24  spoke about. Apart from that, |

25 wouldn't be ableto identify, no. |
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0094

1 JOHN C. DARLEY

2 can'trecal.

3 Q. Do you recall which office

4  of SGSthoseindividuals worked out of ?
5 A. No.

6 MR. MacFALL: Canl have

7  that marked, please.

8 (Darley Exhibit 4 for

9 identification, Bates stamped RIW

10 00650711 through 650720.)

11 Q. Mr. Darley, you'vejust been

12 handed a document marked as Darley
13  Exhibit 4 for identification. | ask

14 youtolook at that, sir, and tell me

15 if you recognizeit.

16 A. Yes, | recognizewhat it is,

17 yes

18 Q. Whatisit, sir?

19 A. Itistherecord of a

20 meeting of the steering -- of the

21 Deepwater Steering Council.

22 Q. Couldyou pleasetell me

23 what the Deepwater Steering Council is
24  or was at that time?

25 A. Atthat timeit wasagroup
0095

1 JOHN C. DARLEY

2 of individuals named here, so Lorin

3 Brasswho was the director in charge of
4 planning for the EP business, Heinz

5 Rothermund was the director for Africa
6 at that time, and myself together with

7 Matthias Bichsel who was head of Shell
8 Deepwater Services, and Fran Lohr who
9 worked for Lorin Brass as a development
10 analyst in deepwater. Thiswas agroup
11 that came together to review Shell's

12 deepwater activity.

13 Q. What was the purpose of --

14  withdrawn.

15 What was the purpose of that

16 review?
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17 A. The purpose of the review

18 wastolook at the overal strategy for
19 deepwater, to assess whether resources
20 were being used effectively in terms of
21  deepwater development, whether
22  investment acquisition and devel opment
23  type of decisions and opportunities
24  were being brought to the attention of
25 the executive groups.
0096

JOHN C. DARLEY

Q. How often did that council
meet?

A. | seem torecall about three
to four times per year perhaps.

Q. Doyou recall where those
meetings occurred? Werethey in
Rijswijk or in the United States, or
somewhere else?

10 A. Either | think. And quite

©CoooO~NOOOLPA~WNPE

11  often linked by teleconference or

12 simply video conference.

13 Q. With participants both in

14  the United States and in Europe?

15 A. Or elsewhere.

16 Q. Thank you. Mr. Darley, if |

17 could ask you to turn to Page 3 of that
18 document, ending in Bates number 713.
19 You'll see onthe side of the pageis
20 captioned "Resourcing 2002 deepwater
21 activities" Do you seethat, sir?

22 A. Yes | do.

23 Q. If you godownto the --

24 well, withdrawn.

25 Underneath that it says"SDS
0097

1 JOHN C. DARLEY

2 resourcing models." Do you see that?
3 A. Yes

4 Q. Okay. Could you explainfor
5 mewhat that means?

6 A. What | takethisto meanis

7  that these are the numbers of staff who
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0098

1

Case 3:04-cv-00374-JAP-JJH  Document 345-10
8 would be working in 2001 and proposed

in 2002 in the areas of subsurface well
engineering and engineering activity in
SDS.

Q. If youlook toward the
bottom of the page, there are various
projects, some of which we saw earlier
in other documents, but some of which
are alittle more specific, contain a
little bit more information. For
example, in the left column under
"requires regrets examples indicative,”
thefirst bullet point is Bonga, the

second oneis Angola Block 34. Do you

recall with regard to that specific
project on Angolaif SDS did work?

A. | don't recall this specific
project, to be quite honest.

JOHN C. DARLEY

Q. The next oneisBrazil

BS/4/BC/2. Do you seethat, sir?
A. Yes
Q. Do you know what that
reference is?

A. | think these are
exploration blocksin Brazil. BS-4 may
be Bijupira Salema, particular field.
But I'm doubtful because | don't think
at that time we wereinvolved. So
otherwise it would be exploration
blocks in Brazil.

Q. Doyouknow if SDSwas
involved in work in Brazil in
connection with those exploration
blocks?

A. With these specific ones, |
don't recall. | think we've spoken
earlier that SDS was involved in Brazil
exploration.

Q. Thenext oneisMorocco
Rimella. Do you see that?

A. Yes | do.
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25 Q. Could you please describe
0099

1 JOHN C. DARLEY

2 that project for me?

3 A. Rimellaasl recal it was

4 an exploration opportunity in Morocco.
5 Q. Doyou recal that SDS did

6 work there?

7 A. Yes, they did.

8 Q. Thenext bullet pointis

9 regiona studies, we can skip.

10 Thelast bullet point is

11 Angola/Congo UUD. Do you know what
12 that refersto, sir?

13 A. UUD would be think ultra
14  deepwater. But | don't -- | can't

15 quite make sense of the UUD, but ultra
16 deepwater will usualy be the deeper
17 water areas.

18 Q. Doyourecdl if SDSdid

19 ultradeepwater work at Angola/Congo
20  during this time period, 2002?

21 A. | don'trecal.

22 Q. Now going back up to that
23  bullet point, regional studies, do you
24  know what that refers to?

25 A. |takeittoreferto

0100

1 JOHN C. DARLEY

2 regional studies.

3 Q. Okay. Performed by SDS?
4 A. Yes, | believethis-- being

5 inthislist of SDS resourcing then it
6 would be performed by SDS.

7 Q. What would the purpose of

8 such studies be?

9 A. They would be looking at

10 opportunities for exploration in

11  deepwater.

12 Q. Werethose studies --

13 withdrawn.

14 Once the study was

15 concluded, was it forwarded to an
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16 operating unit or at least some --

17  withdrawn.

18 Once a study was concluded

19 by SDSregarding such opportunities,
20 wasit reviewed within EP?

21 A. Depends. It wasreviewed

22 within EP, yes. Providing that the

23  study looked worthwhile. We didn't
24  review studiesthat showed that there
25 were no opportunities.
0101

1 JOHN C. DARLEY

2 Q. Understood. If such astudy

3 showed there was an opportunity, were
4 they typicaly discussed at ExCom

5 meetings?

6 A. Again, it would depend on

7 the size of the opportunity, the

8 confidencein the study, etcetera. Not
9 every study would have gone to ExCom,
10 no?

11 Q. If you go over now to the

12 extreme right column on that same page,
13  you'll see acolumn that's -- the top

14 of which appears "Allows optional

15 projects (unfirm and SDS plan)." And
16 it givesexamples. Thefirst bullet

17 pointis, | believethat's areference

18 to Gulf of Mexico region; isthat

19 correct?

20 A. Yes

21 Q. Thesecond bullet point is

22 "Great White followup." Do you know
23 what thatis, sir?

24 A. Great White was an

25 exploration discovery in the Gulf of
0102

1 JOHN C. DARLEY

2 Mexico.

3 Q. How about the next bullet

4  point, OPL 2197

5 A. OPL 219 refersto an

6 offshore exploration block in deepwater
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7 Nigeria.

8 Q. |takeitthenthat SDS

9 performed work there; isthat correct,
10 dir?

11 A. | don'trecal.

12 MR. TUTTLE: Objectionto
13 form.

14 A. | don'trecal.

15 Q. Rhinol believeyou

16 indicated earlier you weren't sure?
17 A. That'scorrect.

18 Q. Andthenext bullet pointis
19 Brunel EEZ. Doyou seethat, sir?
20 A. Yes | do.

21 Q. Canyoutell mewhat this
22 referenceis?

23 A. Thisrefersto the Brunei

24  and deepwater area.

25 Q. And SDSdid work in the
0103

1 JOHN C. DARLEY

2 Brune deepwater area?

3 MR. TUTTLE: Objectionto
4  form.

5 A. SDSwere asked by Brunei

6 Shell at that time to support their

7 work, the work of Brunei Shell in

8 looking for opportunitiesin the

9 deepwater.

10 Q. Doyourecal that SDS did
11 too?

12 A. Yes, they did.

13 Q. SDSidentify any deepwater
14  opportunitiesin Brunel?

15 A. Yes, | believe they did.

16 Q. Doyou recall approximately
17 when thiswas?

18 A. No, that'swhy | hesitated
19 onthelast question. | couldn't

20 recall whether it wasin thistime

21 frame or somewhat later. Certainly in
22  the period 2003/four opportunities were
23 identified.
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24 Q. Just soI'mclear, those

25 opportunities were identified by SDS;
0104

1 JOHN C. DARLEY

2 isthat correct?

3 A. They would have been

4 identified probably jointly between SDS
5 and staff in Brunel Shell, and | don't

6 recal the detail now of -- of the

7  respective contributions, but

8 exploration professionalsin Brunei

9 would have also been working on these
10 activities.

11 Q. Okay. Mr. Darley, if |

12 could ask you now to turn to page

13 ending in Bates number 715, it'safew
14 pagesin. At thetop of the page

15 appearsthetitle "Project 'Seahorse

16 renewa." Do you seethat, sir?

17 A. | seethat.

18 Q. Do you know what that refers
19 to?

20 A. No. | haveanidea, but |

21  don't think it would be useful to

22  speculate.

23 Q. Okay. Beneath that appears
24 the caption traditional operator/

25 nonoperator enhancements followed by a
0105

1 JOHN C. DARLEY

2 seriesof bullet points, the first of

3 which references something called

4 BC-10. Doyou seethat, sir?

5 A. Yes

6 Q. Doyou know what that's

7  referring to?

8 A. BC-10isoneof the

9 exploration blocksin Brazil deepwater.
10 Q. And we discussed the work

11 that SDSdidin Brazil generally. Do
12 yourecal if they did work

13 specificaly in connection with BC-107?
14 A. | don'trecal.
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15 Q. Beforewe go further, I'm

16 sorry, you see there are handwritten
17 notations on this page. Do you

18 recognize that handwriting?

19 A. | don'tthink so, no. |

20 wondered if some of it was mine, but |
21 don't recognizeal of it, no, so |

22 don't recognize it.

23 Q. Withregardto what --

24  withdrawn.

25 Directing your attention now
0106

1 JOHN C. DARLEY

2 tothe second bullet point, "Unlocking
3 oil and monetizing gasin West Africa."
4 Doyou seethat, Sir?

5 A. Yes | do.

6 Q. Itreferencesutilizing

7 FONG/FLNG. Okay. Do you know what
8 thoseare, sir?

9 A. Yes | do.

10 Q. And could you describe those
11 for me?

12 A. Yes TheFinthis

13 terminology refersto floating. So

14  floating LNG, floating oil and natural
15 gasdevelopments. What thisisisthe
16 technology which would take an LNG
17 plant and locate it on an offshore

18 floating structure.

19 Q. Didthat fal within --

20  withdrawn.

21 Was SEPTAR involved in FONGs
22 or FLNGs?

23 A. No, | don't think so.

24 Q. How about SDS?

25 A. No, | don't -- | don't think
0107

1 JOHN C. DARLEY

2 0. | think that work was done by

3 Shell Global Solutions.

4 Q. Okay. And when you say that
5 work, areyou referring to the work
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specifically in Nigeria, sir, or the

7 work here? There are severd

8 references, oneisto West Africa, one
9 istoNigeria oneisto Namibia
10 A. Yes
11 Q. | justwanttotry and pin
12 it down, when you say you think SDS did
13 that work, isthere a specific project
14  or projects identified there that
15 you'retalking about?

16 MR. TUTTLE: Objectionto
17 form.

18 A. What | -- what | should have
19 clarified isthe work on the new -- the
20  new technology, which would have been
21 new technology of floating LNG, was
22 generic, so afloating LNG system or
23  structure was a piece of leading edge
24 technology which would then enable
25 offshore gas accumulations to be
0108

1 JOHN C. DARLEY
2 developed with afloating capability.

3 That generic work | believe
4 wasdonein SGS, that was my answer.

5 And then the application of that

6 technology to aparticular field would

7 betaken up by one of the various study

8 teams.

9 Q. And that would be one of the
10 various study teams out of SEPTAR?
11 A. No, if it was deepwater it
12 would be a deepwater study team.

13 Q. I'msorry, it would be SDS
14  then, correct?
15 A. Yes

16 Q. Okay.

17 MR. MacFALL: Why don't we
18 go off the record.

19 THE VIDEO OPERATOR: Well
20 go off therecord, it's 12:17, thisis
21 theend of tape number 1.

22 (A recesswas taken.)
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23 THE VIDEO OPERATOR: Back on

24  therecord, it's 12:27, thisis tape 2.
25 Q. Mr. Darley, if | could ask

0109

1 JOHN C. DARLEY

2 you to turn your attention now, Sir, to
3 thepage ending in Bates number 718.
4 A. Yes | haveit.

5 Q. Atthetop of the pageisa

6 caption "2001 deepwater business plan
7 projectsfor 2002." Do you see that,
8 dr?

9 A. Yes

10 Q. Wereyouinvolved in the

11 creation of the deepwater business plan
12  during that same time period, 2001?
13 A. | wasnot involved directly
14  inthe creation of the plan, no.

15 Q. Wereyou involved

16 indirectly?

17 A. 1 wasinvolved in reviewing
18 theplan.

19 Q. Who prepared the deepwater
20 business plan?

21 A. The deepwater business

22  organization.

23 Q. Wasthat within SDS?
24 A. That'scorrect.
25 Q. Beneath that caption appears

1 JOHN C. DARLEY

2 two categories, base and option. Do
3 you seethat those, sir?

4 A. |do.

5 Q. Okay. Canyou describe for
6 methe difference between those two?
7 A. | simply have to assume that
8 baseisabase project and option isan
9 optional project.

10 Q. Under the base projects the
11  first country shown is Angola and there
12 are specific projects that are listed

13 beneath that. Thefirst oneisBlock
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14 18 development, greater Plutonio area.
15 Doyou seethat, sir?
16 A. 1do.
17 Q. Doyou recal that project?
18 A. Yes | do.
19 Q. It'salso shown asunder the
20 category of option. Do you see that,
21 sir?
22 A. Yes | do.
23 Q. Do you know why it would be
24 shown in both places?
25 A. Weédll, under the Angolait's
0111

1 JOHN C. DARLEY

2 shown as Block 18 development.

3 Q. |see

4 A. Under the option it's shown

5 asBlock 18 outside the greater

6 Plutonio area

7 Q. Thank you. The next onefor
8 AngolaisBlock 34. Okay, and again,
9 it'sshown in both places. And asan
10  option under the category options. Do
11  yourecal the Block 34 project?

12 A. Notin any detail, no.

13 Q. Doyourecdl it generaly?
14 A. It wasone of the deepwater
15 blocksin Angola

16 Q. Sol takeit then that you

17 don't have any further information

18 about those two listings?

19 A. No, I'm sorry.

20 Q. Okay. Brazil, slowly but

21 surely we're getting through the

22 various projects, | believe we talked
23 about BC-10. Thefirst one shown under
24  Brazil however isBC-2. Do you see
25 that, sir?

0112

1 JOHN C. DARLEY

2 A. Yes, | do.

3 Q. Doyourecal that being a

4  SDS project? Withdrawn.
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5 Do you recall that being a

6 project in Brazil that SDS worked on?
7 A. | don'trecal --

8 MR. TUTTLE: Objectionto

9 form.

10 A. Sorry. | don't recall the

11  specifics of the project, no.

12 Q. Doyou recal the project

13 generdly?

14 A. That there were a number of

15 blocksas|'ve mentioned earlier in the
16 Brazil deepwater of which SDS worked on
17 the exploration opportunitiesin those
18 blocks. | cantakeit that thiswas

19 oneof them, but | don't remember the
20  specifics of this -- of this block.

21 Q. Andinstead of going through
22  each of them separately, is your answer
23 with respect to the remaining blocksin
24  Brazil the same as it would have been
25 BC-2--thesameasit wasfor BC-2,
0113

1 JOHN C. DARLEY

2 I'msorry?

3 A. Agan, | don't recall what

4 each of these blocks are, particularly

5 the Cousteau High, it doesn't ring a

6 Dbell atal. And SBEP corporate, I'm

7 not sure what that would cover, whether
8 there are particular blocks that would

9 beblocksinthe Brazilian offshore in
10 the deepwater, those would have been
11  worked by SDS.

12 Q. Thenext country shownis

13 Egypt and it saysNEMED Firm. Do you
14 seethat, Sir?

15 A. 1do.

16 Q. Doyou recal that project?

17 A. Yes, | recal the project.

18 Q. Doyourecal that SDS

19 worked on that project?

20 A. Yes, SDSworked onthe NEMED
21 project.
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22 Q. Could you describe for me

23 thework that SDS did in connection
24 with the NEMED project?

25 A. Thisis2001-2002. At that
0114

1 JOHN C. DARLEY

2 timethe project wasin the exploration
3 phase, so thework of SDS would have
4 been identifying opportunities,

5 locationsto drill exploration wells.

6 Q. Doyou recal if there was

7 any production subsequently out of the
8 NEMED field?

9 A. No, thereisno production

10 asyet from NEMED, to my knowledge.
11 Q. Thenext country shownis

12  Gabon and it shows several different
13 projects. Thefirst oneis AM2000 UCF.
14 Doyou seethat, sir?

15 A. | do.

16 Q. Doyou recal that project?

17 A. I'msorry, | don't recall

18 any of those Gabon projects.

19 Q. Fair enough. Next country

20 shownisMaaysiaand the various

21  projects shown beneath there, one of
22 whichisRhino. Thefirst oneis Block
23 G: Limbayong. Do you seethat?

24 A. 1do.

25 Q. Doyou recall SDSworking on
0115

1 JOHN C. DARLEY

2 that project, Sir?

3 A. No.

4 Q. How about the next one,

5 Block G: Morongo?

6 A. No.

7 Q. Wetaked about Rhino a

8 littlebit earlier and | take it you

9 have no recollection of that?

10 A. No.

11 Q. Thenext oneisMorocco

12 Rimellawhich we talked about alittle
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13  hit.

14 A. Mm-hmm.

15 Q. Doyou recal if reserves

16 were ultimately booked in Rimella?
17 A. No, they were not, because
18 theexploration wells did not find

19 hydrocarbons, or did not find

20 commercia hydrocarbons.

21 Q. The next country beneath
22 Morocco is Nigeria, specifically

23 SNEPCO, which is one of the two OUsin
24  Nigeria, correct?

25 A. Yes

0116

1 JOHN C. DARLEY

2 Q. We'vetdked about most of
3 theseprojects, but there are afew,

4  which | don't believe we have.

5 A. Right.

6 Q. Firstthere'sadistinction

7 here between Erha Deep and Erha South.
8 Doyou seethat, sir?

9 A. |do.

10 Q. Werethosetwo separate

11 fieldsor projects?

12 A. | believe they were separate
13 fields, yes.

14 Q. Do you recall the work that
15 SDSdid on those fields?

16 A. | think as| mentioned

17 earlier, SDSwould do work in support
18 of SNEPCO asthe operator to allow
19 SNEPCO to exerciseitsjoint venture
20 activitiesin the Erhajoint venture.
21 Q. How about Oberan?

22 A. Oberan| don't recall.

23 Q. And ultradeepwater block
24 OPL2457?

25 A. | dorecal therewasa
0117

1 JOHN C. DARLEY

2 block in the Nigerian deepwater OPL 245,

3
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yes.
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Q. Doyou recall the work that
SDS did in connection with that block
-- with that project, I'm sorry?

A. No.

Q. Thenextlistingis
unallocated overheads. Do you see
that, sir?

A. 1do.

Q. Do you know what that refers
to?

A. No.

Q. Actualy, I guess aboveit
I'm not sureif it's part of the
reference to OPL 245 or not, there'sa
word acquisition. Do you know what
that refersto?

A. | don't know.

Q. Ontheright-hand column
underneath Nigeria appears Bolia. Do
you see that, sir?

A. 1do.

Q. Areyou familiar with that

JOHN C. DARLEY

project?

A. Reasonably familiar.

Q. And could you describe it
generaly for me?

A. It'sadeepwater project
offshore Nigeria.

Q. AnNd SDS-- withdrawn. Did
SDS do work in connection with that
project?

A. SDSworked on Bolia, yes.

Q. Could you describe generaly
again what kind of work they did in
connection with Bolia?

A. Yes. They wereworking
again in support of requests from

SNEPCO in the devel opment planning of
Bolia. Asl recall, Shell SNEPCO was

not the operator of Bolia, and
therefore, the work was done to allow
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21 SNEPCO to exerciseitsjoint venture
22 accountability.

23 Q. Doyourecdl if SDS

24  actually drafted afield development
25 planin connection with Bolia?
0119

1 JOHN C. DARLEY

2 A. | don'trecal.

3 Q. How about BongaWest as

4  opposed to Bonga Southwest, do you
5 remember that project, sir?

6 A. BongaWest isaseparate

7 accumulation.

8 Q. SDSwork on that project?

9 MR. TUTTLE: Objectionto
10 form.

11 MR. MacFALL: | could say
12 did SDS.

13 MR. TUTTLE: | thought you
14 just said SDS worked on that project.
15 MR. MacFALL: I'm sorry, my
16 voicetrailed off. Withdrawn.

17 Q. Did SDSwork on that

18 project?

19 MR. TUTTLE: | wasn't sure
20 that was a question.

21 A. Yes

22 Q. | thought that might be it.
23 Thank you.

24 MR. TUTTLE: | wasgoingto
25 swear youin.

0120

1 JOHN C. DARLEY

2 Q. Look at the next one, Doro

3 floating LNG. Wasthat one of the

4  FLNGsthat we were speaking about
5 ealier?

6 A. Thatiscorrect.

7 Q. Thenext oneisDoro

8 South-East (oil rims). Do you recall
9 that, sir?

10 A. |recal ingenera termsa
11 Doro accumulation in the deepwater
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12 offshore Nigeria. | don't recall the

13  detall.

14 Q. Doyourecdl if SDSdid

15 work in connection with that project?
16 A. Yes, they did.

17 Q. Agan, I'mnot sure, |

18 believe these are together, it says

19 ultradeepwater block and then |

20 believeit continues OPL 248/OPL 256
21 acquisition. Do you seethat, sir? Do
22 you recall those two --

23 A. Not the specifics of those

24 two blocks, no.

25 Q. How about the next one,

0121

1 JOHN C. DARLEY

2 ultradeepwater OPL 2507

3 A. Again, these are offshore

4 Nigeriadeepwater blocks, but | don't
5 recall specifics.

6 Q. Okay. The next country

7 shownisNorway. And it saysnew E&A
8 deepwater licenses. Do you see that,

9 dir? Doyourecal if SDSdid work in
10  connection with Norway?

11 A. Not -- not to my

12  recollection. Not to my recollection.
13 Q. Areyou familiar with a

14 referenceto E& A Open Area SH3?
15 A. No.

16 MR. MacFALL: Why don't we
17  go off the record.

18 THE VIDEO OPERATOR: Well
19 go off therecord, it's 12:38, thisis

20 tape?2.

21 (Lunch recess: 12:38 p.m.)

22

23

24

25

0122

1 JOHN C. DARLEY

2 AFTERNOON SESSION
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3 1:32 p.m.

4 THE VIDEO OPERATOR: Back on
5 therecord, it's 1:32, thisistape 2.

6 JOHN C. DARLEY,

7 resumed, having been previously duly

8 sworn, was examined and testified

9 further asfollows:

10 CONTINUED EXAMINATION
11 BY MR. MacFALL.:

12 Q. Good afternoon, Mr. Darley.

13 A. Good afternoon.

14 Q. I'dliketo ask you afew

15 followup questionsif | might about the
16 structure and organization of various

17 businesses or entitieswithin EPT. Now
18 you had mentioned that SEPTAR

19 maintained two offices, one in Rijswijk
20 and onein Houston. Was there somebody
21  who wasthe head of or wasin charge of
22 SEPTAR asan organization?

23 A. Yes, therewas.

24 Q. And during the time period

25 2001 to 2004 could you identify that
0123

1 JOHN C. DARLEY

2 individual or those individuals for me?

3 A. Initially Paul Sullivan was

4 the manager of SEPTAR. And following
5 Paul, Paul Ching took over, but that

6 wasat the time that we then made the

7 changethat | mentioned earlier where

8 the study teams were brought into a

9 group called EPT Solutions, so when

10 that happened, Paul Ching took on the
11 R&D organization and a gentleman by the
12 name of Karl Stigter took on the EPT

13  Solutions group.

14 Q. Becausethey werein

15 geographically disparate locations, was
16 there somebody who was the head of or
17 incharge of the Houston and Rijswijk
18 office? Let merephrase that. Was

19 there somebody who was the head of the
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20 Rijswijk office?

21 A. 1n 2001 Paul Sullivan had

22 hisofficein Rijswijk, so hewas

23 looking after the activities of SEPTAR
24 in Rijswijk. But he spent quite some
25 timein the Houston office too where he
0124

1 JOHN C. DARLEY

2 would also look after the activities of

3 SEPTARin Houston.

4 Q. Areyou familiar with an

5 individua named lan Percival?

6 A. Yes

7 Q. Could you identify Mr.

8 Perciva for me?

9 A. 1In 2001 lan Perciva was, or
10 shortly thereafter was the manager
11 responsible for the study group which
12 came under the acronym AGI, if | recall
13  correctly, which was the study group
14 based in Rijswijk.

15 Q. Did Mr. Percival have a
16 counterpart in Houston?

17 A. I'mtrying to recall because
18 itwasagroup in Houston, a study
19 group in Houston. | can't recall who
20 the manager of that group was, I'm
21 sorry.

22 Q. Areyou familiar with an
23 individual named Lyle Henderson?
24 A. Yes

25 Q. Could you pleaseidentify
0125

1 JOHN C. DARLEY

2 Mr. Henderson for me?

3 A. Yes, LyleHenderson was a
4 senior reservoir engineer in the

5 Houston Bellaire organization.

6 Q. Whenyou say the Bellaire

7 organization, you're referring to the

8 Bellaire Technology Center?

9 A. TheBéllare Technology
10 Center, yes.
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11 Q. Did Mr. Henderson hold any
12 titlewithin SEPTAR other than senior
13  petroleum engineer?

14 A. Reservoir engineer.

15 Q. Reservoir engineer, I'm

16 sorry.

17 A. I'mtrying to recall whether
18 or not he was at that time managing the
19 activities of the Bellaire study group,
20 and| just don't recall to be quite

21  honest.

22 Q. Do youremember if there

23 came atime -- withdrawn.

24 By at that time are you

25 referring specifically to 2001 or --
0126

1 JOHN C. DARLEY

2 A. Correct, 2001, yes.

3 Q. Doyou recal if there came

4  atimewhen Mr. Henderson did manage
5 thestudy group in Houston?

6 A. No. Hewasthe leader of

7 some of the studies.

8 Q. |see

9 A. But whether he ever managed
10 thegroup asatotality, | just don't

11 recall.

12 Q. Okay. Thank you.

13 Do you recall specifically

14 any of the studies that Mr. Henderson
15 worked on?

16 A. Yes, | canrecall some of

17 the studiesthat he worked on.

18 Q. Could you identify those for
19 me, please.

20 A. Theonethat comes most

21 immediately to mind was a study that
22 wasdone on thetight gas reservoirsin
23  the United States.

24 Q. Any others?

25 A. Mr. Henderson | think was
0127

1 JOHN C. DARLEY
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2 asoinvolved in some of the enhanced

3 oil recovery studies which were

4 undertaken in Oman which | mentioned.
5 Q. Inaddition to the two that

6 you'veidentified, can you recall any

7 others?

8 A. No, | can't recal any other

9 studies.

10 Q. Okay. Specifically with

11  respect to the enhanced oil recovery

12 studiesdonein Oman, | believe you

13  said you thought that Mr. Henderson was
14  involved in some of those studies. Do
15 yourecal that he wasinvolved in more
16 than one?

17 A. Therewasaprogram of work
18 which was undertaken for Oman which
19 looked at the opportunities for
20 enhanced oil recovery in Oman. | think
21 that was a project which came under the
22 acronym T 50, being the target to
23 recover 50 percent of the hydrocarbons
24 inplace.

25 There were a number of
0128

1 JOHN C. DARLEY

2 studies undertaken within that

3 framework, anumber of fields were

4 studied within that framework.

5 Those studies of course were

6 all, asisthe nature of enhanced oil

7 recovery studies| explained this

8 morning, were very much long-term

9 studies, looking at the future

10 development of those resourcesin the
11 five, ten, 20, 30 year time frame.

12 Expertisein those areas | think was

13  vested with Lyle Henderson and he was
14 ableto advise on those.

15 Q. Doyourecal any of the

16  specific projects or fields that were

17 the subject of the EOR studies

18 conducted by Mr. Henderson amongst
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19 others?
20 A. No, I'msorry, | wouldn't
21 know -- | canrecall a number of the
22 fieldsthat were studied, but |
23  wouldn't be able to say whether Lyle
24  Henderson wasinvolved in that
25 particular field study.
0129

1 JOHN C. DARLEY

2 Q. Do you recall approximately

3 when the studiesinvolving EOR

4 techniquesin PDO wereinitiated?

5 A. The studies on an enhanced

6 oil recovery in Oman have been

7 undertaken a number of occasions over
8 many, many years. | asareservoir

9 engineer worked on such studiesin the
10 1970sand 1980s. Soif you're

11 referring to the current studies where
12 Mr. Lyle Henderson wasinvolved, they
13 would have evolved from earlier work
14  programs, so it's difficult to say that
15 at this point these studies started.

16 | mentioned this morning

17 that enhanced oil recovery studies

18 requirealong period of gestation

19 whereresearch work isdonein

20 laboratories, analysis and sometimes
21 pilot studies are done and this was the
22 casein Oman, for example, pilot

23 projectswereruninthe 1980s. And
24  theresults of that work then lead to
25 subsequent studies and subsequent study
0130

1 JOHN C. DARLEY

2 programs.

3 Q. Doyourecadl if any of the

4  EOR studies conducted in connection
5 with PDO stemmed from the falloff in
6 production, oil production in PDO?

7 A. No, | don't believe so.

8 Because as| mentioned, EOR studies
9 wereinitiated in the 1970s and 1980s.

Case 3:04-cv-00374-JAP-JJH Document 345-10

Filed 10/10/2007

Page 79 of 275

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111606jdarley.txt (79 of 160)9/18/2007 4:02:26 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/ 111606jdarl ey .txt

Case 3:04-cv-00374-JAP-JJH  Document 345-10 Filed 10/10/2007

10  And through the period 1970, 1980,

11 1990, PDO did not have production

12  problems, production was growing. The
13 EOR studies were doneto look at the
14  longer term opportunities for resource
15 development in the Oman fields well

16 into -- into the decades of the 21st

17 Century. So those studieswere well

18 advanced over -- over many years.

19 Q. Werethere additional

20 studiesthat wereinitiated at PDO,

21 additional EOR studiesinitiated in PDO
22 inor about --

23 MR. TUTTLE: Objection --

24 I'msorry.

25 Q. I'msorry.

0131

1 JOHN C. DARLEY

2 MR. TUTTLE: | didn't know

3 you weren't done with the question.

4 Q. Inor about 2002 to 2004?

5 A. Therewould have been

6 additional work donein that period EOR
7 studies. But not in response to

8 production difficulties that were

9 encountered in Oman because again, as |
10 mentioned, those are studieswith a

11 long-term horizon. So you certainly

12 cannot address a short-term production
13  problem by an EOR study.

14 Q. | believeyou indicated that

15 asamember of ExCom, and even prior to
16 that you were aware of production

17 difficultiesat PDO, correct?

18 A |-

19 MR. TUTTLE: Objectionto

20 theform and characterization.

21 A. | mentioned that | was aware
22  of the studies, not prior to ExCom, but
23 not only in my role as ExCom, but also
24 inmy role as EPT, | was made aware of
25 thestudy -- of the challengesin

0132
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1 JOHN C. DARLEY

2  production in Oman.

3 Q. Thank you. Was EPT called

4 ontoengagein any activitiesin an

5 effort to increase production at PDO

6 during the time period 2001 and 2004?

7 A. Yes, they were.

8 Q. Okay. And could you

9  describe those activities by EPT for

10 me?

11 A. At the beginning of 2003 a

12 number of studieswere undertaken in
13  Omanitself. We deployed study teams
14 to Omanto look at opportunities for

15 shorter term developments, which would
16 have helped Oman to sustain its

17 production levels. A number of groups
18 wereinvolved in those studies, a

19 number of individuals, both from Shell
20 but also from external consultants.

21  And those studies were undertaken in

22 thefirst half of 2003 and led then to

23 afurther program of work.

24 Q. Thework that was done by

25 Shell employees, do you recall what
0133

1 JOHN C. DARLEY

2 organization within EPT they were from?
3 A. | think they came from

4 across EPT, anumber of organizations,

5 but not just organizational units so

6 much, the individuals were deployed and
7 worked in Oman.

8 Q. Doyourecdl if individuas

9 from the Rijswijk office of SEPTAR were
10 involved in those shorter term studies?
11 A. Yes, they were.

12 Q. Okay. How about from the

13  Houston office of SEPTAR?

14 A. | believethat individuals

15 from the Houston office were also asked
16 tojoin those study programsin Oman,
17 yes
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18 Q. Doyourecdl in total

19 approximately how many Shell employees
20 wereinvolved in those study programs?
21 A. I'msorry, | don't, | don't

22 recall that.

23 Q. Doyou recall approximately
24  how many teams were deployed to Oman?
25 A. My recollection isthat we
0134

1 JOHN C. DARLEY

2 had three teams working in Oman at that
3 timeon different parts of the Oman

4  fields portfolio.

5 Q. Could you describe the

6 actual activities that were being

7 studied in order to increase production

8 over the short term in PDO?

9 MR. TUTTLE: Objectionto

10 form.

11 A. The study teams were

12 divided, as| say | think there were

13 three, perhaps four, looking at the

14  portfolio of fieldsin Oman and north
15 of the country, the center, the south

16 of thecountry. Therewere alarge

17 number of fields and reservoirsin

18 Oman.

19 The teams identified within

20 their part of the portfolio opportunities
21 for additional development, perhaps

22  opportunitiesto inject water, to sustain
23 pressuresin the fields and augment

24  production. Opportunitiesfor what are
25 called reservoir monitoring, that is
0135

1 JOHN C. DARLEY

2 surveillance and monitoring of the wells
3 which allows better appreciation of the
4 production characteristics and allows the
5 field production to be optimized. That's
6 alsothekind of activity that they would
7 have undertaken. So there were a number
8 of different activities that the teams

Case 3:04-cv-00374-JAP-JJH Document 345-10
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9 would haveidentified in their portfolio
10 and the opportunities then to implement
11 those activities were assessed and ranked
12 by PDO themselves.

13 Q. Inadditionto SEPTAR, were
14  there other Shell organizations, or

15 individuas from other Shell

16 organizationsinvolved in these studies?
17 MR. TUTTLE: Objectionto
18 form.

19 A. | believethat there were

20 individuals from -- from other parts of
21 theorganization, yes.

22 Q. Do you recall what any of

23  those other parts of the organization
24 were?

25 A. No. I'mtrying to recall

0136

1 JOHN C. DARLEY

2 because we were alwaystight for

3 resources, trying to mobilize people

4 who could be made available at very

5 ghort notice to work on the Oman fields

6 in 2003, but | don't -- | don't

7 remember specifically whereall the

8 individuals came from.

9 Q. Okay. With respect to those
10 individuasthat came from SEPTAR, do
11 yourecal any of the specific
12 individuasinvolved?

13 A. No, I'msorry, | don't. Not
14  with sufficient certainty to say. |
15 can kind of guess who would have been
16 involved, but | don't think that's
17 helpful.

18 Q. Wasthere any individual who
19 had overall supervisory responsibility
20 for the study teamsin Oman at that time?
21 A. Yes, Stuart Evanswas
22 running that program.

23 Q. IsMr. Evansa Shell
24 employee?

25 A. Yes heis.
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JOHN C. DARLEY
Q. And do you know where Mr.
Evans, what organization Mr. Evans

worked for during that time period?

A. Yes, heworked for PDO, the
Oman operating company.

Q. Do you know what position he

held at PDO?

A. Hewasasenior reservoir
engineer, Or reservoir engineering
consultant.

Q. Do you know why the studies
to enhance -- withdrawn.

Do you know why the studies
you just referenced in 2003 were
undertaken?

A. Yes

Q. Okay. And could you
describe for me why they were
undertaken at that time?

A. Yes. What had been observed
in the PDO fields in production over a
number of years was steady growth in
production, almost a monotonic growth
in production since the start of the

JOHN C. DARLEY

venture. By the late 1990s and into
the year 2000, 2001, the fields were

maturing, and some of the production
performance of those fields was
declining, and therefore, the overall
production from Oman was starting to
decline; so areversal of the historic

trend.

In order to address the
guestion what can be done to arrest the
decline and optimize the development of
the fields for the longer term and the
future of the company and the country,
those study teams were put in place.
Q. Wereyou generaly aware of

Filed 10/10/2007

Page 84 of 275

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111606jdarley.txt (84 of 160)9/18/2007 4:02:26 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/ 111606jdarl ey .txt

Case 3:04-cv-00374-JAP-JJH Document 345-10

17  -- withdrawn.

18 Were you aware of any issues
19 involving PDO's proved reserves at or
20 about 2003?
21 MR. TUTTLE: Theentire
22  year?
23 MR. MacFALL: Yes.
24 A. | became -- | became aware
25 of issueswith PDO's proved reservesin
0139

1 JOHN C. DARLEY

2 thecourse of 2003, towards the end of
3 2003. When areport, an audit report
4 on PDO was presented in November |
5 think of that year.

6 Q. Doyourecdl if therewasa

7 STOIP, ST-O-I-1-P, on reserves review
8 conducted in PDO?

9 A. Yes | do.

10 Q. WasEPT involved in the

11 conduct of that study?

12 A. Yes wewere.

13 Q. Doyou recall if that review
14 identified issues relating to PDO's

15 proved reserves?

16 A. No, | don'trecall. Asyou

17 said, thiswasa STOIIP on reserves
18 review, and theissues at that time

19 looked at the hydrocarbonsin place,
20 and the reserves associated with the
21  production profiles, and those reserves
22  then would be the expectation reserves.
23 | just don't recall whether

24  that review went further to look at

25 proved reserves.

0140

1 JOHN C. DARLEY

2 Q. Doyou recal if you were

3 awareof any license expiry issuesin

4 connection with PDO during the

5 2001-2004 time frame?

6 A. | recdl that the PDO

7 license extension for discussions were
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8 underway. | don't recall issueswith

9 thelicense extension.

10 Q. Doyou recall when it was

11 that you first learned of the

12 discussions concerning the extension of
13 the PDO concession license?

14 A. No, | don't recall when |

15 first learned of those discussions.

16 Q. Doyou recal if therewas

17 ever discussion of the connection

18 between the expiry of PDO's concession
19 anditsproved reserves?

20 MR. TUTTLE: Objectionto

21 form.

22 A. | don't recall aspecific

23  discussion between the expiry of the
24  license and the proved reservesin the
25 case of Oman.
0141

1 JOHN C. DARLEY

2 Q. Wasthetopic of the proved

3 reservesat PDO ever discussed at any

4 ExCom meetings between the period 2001
5 1020037

6 A. It wascertainly discussed

7 at the end of 2003 when we obtained the
8 audit report. | don't recall whether

9 theissue of the proved reserves had

10 been discussed at any other point in

11 that period.

12 Q. We'regoing to go over sort

13  of reservesrelated issues probably

14  tomorrow, but since we've touched on
15 thetopic, Mr. van de Vijver was the

16 head of EP at the time --

17 A. Yes

18 Q. --that you were there,

19 correct, Sir?

20 A. Yes

21 Q. Doyou recall ever having

22 discussions with Mr. van de Vijver

23  separate and apart from any Project

24  Rockford related discussions concerning
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25 problemswith proved reserves?

0142

1 JOHN C. DARLEY

2 A. Inthe case of Oman?

3 Q. Let'sstart with Oman and

4 then we can spread out from there. Do
5 you recall any discussions concerning
6 Oman with Mr. van de Vijver?

7 A. Prior to the Rockford

8 exercise?

9 Q. Yes.

10 A. Inthecase of Oman. No, |

11  don't think so.

12 Q. Doyou recall having

13 discussionswith Mr. van de Vijver with
14  respect to proved reserves issues at

15 SPDC, excluding any discussions arising
16 in connection with Project Rockford?
17 A. Prior to the Rockford

18 discussions, | don't recall any.

19 Q. Waell generally, do you

20 recall if Mr. van de Vijver ever

21 expressed to you his belief that

22  premature bookings of proved reserves
23  prior to histenure as head of EP were
24  causing problems during histenure as
25 head of EP?
0143

1 JOHN C. DARLEY

2 MR. TUTTLE: Objectionto

3 form; foundation.

4 A. Therewerediscussionsat an

5 ExCom level related to the challenges
6 that we had as an EP business to

7 demonstrate both reserve, proved

8 reserve bookings, aswell asinvestment
9 decisions and overall business

10 performance. And Mr. van de Vijver did
11 expressfrustration in those areasin

12 connection with the fact that reserve,
13 proved reserve bookings had been made
14  prior to fina investment decisions

15 being taken on certain projects.
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16 Q. Doyou recall whenthefirst

17 of those discussions at the ExCom level

18 arose?

19 A. No, | don't recall the date.
20 Q. Do you recall the specific
21 projectsthat Mr. van de Vijver
22  expressed frustration about?

23 MR. TUTTLE: Objectionto
24  form.

25 A. | don't recall the specific
0144

1 JOHN C. DARLEY

2 projects, no.

3 Q. Doyou recall if Gorgon was
4 ever mentioned in that connection?

5 A. No, | don't -- | don't

6 recall adiscussion of Gorgon in that
7 connection in -- with Mr. van de

8 Vijver.

9 Q. Doyou recal Gorgon being
10 discussed at the ExCom level ?

11 A. Prior to the Rockford

12  discussions?

13 Q. Yes, thank you, sir.

14 A. No, | -- not specifically.

15 And part of my difficulty hereisthat
16 oncel becameinvolved with Rockford a
17 lot of thisinformation came to my
18 attention, and being able to separate
19 had | aready discussed it before or
20 wasit only with Rockford I'm afraid is
21 proving quite difficult for me.

22 Q. | understand totally.

23 Do you recall any discussions
24 in connection with -- withdrawn.

25 Do you recall if Mr. van de
0145

1 JOHN C. DARLEY

2 Vijver actually identified specific

3 projectsthat he was frustrated about
4 interms of the premature booking of
5 proved reserves?

6 MR. TUTTLE: Objectionto
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7 form.

8 MR. FERRARA: And when?
9 Q. During the time period

10 2001-2004, excluding any Project

11 Rockford discussions.

12 MR. TUTTLE: Same objection.
13 A. | --agan, | have the same

14 qualifier that | wasinvolved in

15 Rockford. But | do recall adiscussion
16 about some of the deepwater Nigeria
17  project bookings which had then to be
18 de-booked as-- in 2002, 2003 | think,
19 reflecting the need to adjust a

20 premature booking and the frustration
21 that that brought.

22 Q. Doyou recall when it was

23 that the proved reserves that you were
24  just discussing in Nigeria deepwater,
25 in Nigerian deepwater, were booked?
0146

1 JOHN C. DARLEY

2 A. No, I'm sorry. Off the top

3 of my head | don't -- | don't recall.

4 Q. Doyourecdl if that was

5 prior to your tenure at EP?

6 MR. TUTTLE: AtEP?

7 A. AtEPT?

8 Q. AtEPT, I'm sorry, thank

9 you.

10 A. Prior to February 2001. |

11 believeitwas, but | -- my belief is
12 based on my knowledge of the Rockford
13 work.

14 MR. MacFALL: Canl have
15 that marked, please.

16 (Darley Exhibit 5 for

17 identification, Bates stamped RIW

18 00301261 through 00301265.)

19 Q. Mr. Darley, you'vejust been
20 handed a document marked as Darley
21  Exhibit 5 for identification. | ask

22 youtotakealook at that, sir, and

23 tell meif you recognizeit.
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24 A. Wdl | haven'tread it al,

25 but | recognize the note, yes. | don't
0147

1 JOHN C. DARLEY

2 recall seeing it previoudy. | clearly

3  will have done so, it was sent to me,

4 butl just don't recall it.

5 Q. That'sfine. For the

6 record, the document is an email from
7 Jerry Verta to you and Paul Sullivan

8 regarding SPDC production optimization.
9 Thedateis October 20th, 2001. Could
10 youidentify Mr. Vertal for me, sir?
11 A. Yes. Jerry Verta wasone

12 of thel think you call vice presidents
13 at that timeworking in SEPTAR,

14  reporting to Paul Sullivan. Hisarea
15 of responsibility was drilling

16 activity.

17 Q. Directing your attention

18 specifically to the second sentence of
19 thefirst paragraph that reads"SPDC
20 and EPG." Doyou seethat, sir? I'm
21 sorry, thefirst paragraph beneath

22 "John and Paul."

23 A. Yes, SPDC and EPG?

24 Q. Yes, gir.

25 A. Yes

0148

1 JOHN C. DARLEY

2 Q. Andit discusses a one week

3 SPDC EPG, EPT workshop to take place.
4  Doyou recal if that workshop actually
5 occurred?

6 A. I'msorry, | don't know.

7 Q. Doyourecal if --

8 withdrawn. You previoudly testified |
9 believe that SEPTAR had done some work
10 to enhance production at SPDC; is that
11 correct, Sir?

12 MR. TUTTLE: Object to the
13 form, characterization.

14 A. |tedtified earlier that |

Case 3:04-cv-00374-JAP-JJH Document 345-10
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15 think in response to a question about
16 theactivities of SEPTAR that there

17 wereanumber of areas of activity that
18 were being undertaken including field
19 development planning, production

20 optimization, well engineering

21 activities. So within that context of
22  activitiesthen yes, SEPTAR will have
23 looked at opportunitiesto improve

24  productionin SPDC.

25 Q. Doyourecal if SEPTAR
0149

1 JOHN C. DARLEY

2 undertook any studiesin connection

3 with improving production at SPDC?
4 A. Yes, they did.

5 Q. Okay. Do you recall the

6 approximate time frame for these

7 studies?

8 A. |think | need to -- we both

9 need to understand what we mean by
10 studiestoimprove production. The
11 studiesthat were donein SEPTAR as
12  I'vedescribed could includefield

13  development plan studies, they could be
14 well engineering kind of studies, they
15 could be production optimization

16 studies. Almost any of those studies
17 by virtue of the study will lead to

18 improvementsin production. So you're
19 asking now when were studies done to
20 improve production in Nigeriafields
21 SPDC. That would have been a process
22 that was ongoing over quite an extended
23 period. Asl| mentioned earlier, the

24  SPDC studies were ongoing when |

25 arrived in the job and continued
0150

1 JOHN C. DARLEY

2 throughout.

3 So there were a number of

4  studies ongoing.

5 Q. Werethere any new studies

Filed 10/10/2007

Page 91 of 275

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111606jdarley.txt (91 of 160)9/18/2007 4:02:26 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/ 111606jdarl ey .txt

Case 3:04-cv-00374-JAP-JJH  Document 345-10 Filed 10/10/2007

6 conducted by SEPTAR in connection with
7  SPDC during the 2001-2004 time frame?
8 A. | believe there would have

9  been, but | cannot recall specifically

10 what they were.

11 Q. Doyourecal the

12 approximate number of such studies

13  being conducted during that time

14  period?

15 A. No, I'msorry, | don't. And

16 again, it would -- you would need |

17  think to understand what comprised a

18 study inthat sense. So afield with a

19 number of wells may require a study on
20 each of thewellsor it may require a

21 study on thetotality of thefield. If

22 you call each of the wells a study,

23  then of course there are many more such
24  studies. So we need to be careful how
25 we-- how we characterize astudy in
0151

1 JOHN C. DARLEY

2 thissense.

3 Q. You previoudy testified

4 about some of the study work that was

5 doneat PDO in an effort to over the

6 short term increase production.

7 A. Mm-hmm.

8 Q. Doyourecdl if similar

9 efforts were undertaken in connection

10 with SPDC?

11 A. Not onthe samescalein the

12 sameeffort, no. So | described inthe

13 case of Oman where teams were deployed
14  into Oman to -- to look very quickly at
15 theopportunities. That focused approach
16 was not adopted to my knowledge in SPDC.
17 Q. Doyou recal if anyone from

18 EPT -- withdrawn.

19 Do you recall if any EPT

20 teamswere sent to SPDC to conduct work
21  during the 2001-2004 time framein an
22 effort to increase productivity over
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23 theshort term?

24 A. And perhaps related,
25 athough | haven't read the whole note
0152

JOHN C. DARLEY
here, but related to this particular
document that you've put forward, in
addition to hisrole as vice president
in SEPTAR, Jerry Vertal aso had the
role of the liaison between EPT and
SPDC in Nigeria, in the area of
production optimization, that's why he
Is sent this particular note.
10 In that context, a number of

©CooO~NOOOLPA~WNPE

11 activitieswould have been identified,
12 such asrealizing the limit that we

13 spoke about this morning, which would
14  haverequired engineers from SEPTAR to
15 have supported or worked in Nigeriato
16 help the SPDC production efforts.

17 Q. Do you have any specific

18 recollection of theindividuals from

19 SEPTAR who actually performed work in
20 that regard at SPDC?

21 A. No, I'msorry, | don't -- |

22 don't recall who they were.

23 Q. Do you recall what office,

24  and by that | mean either Rijswijk or
25 Houston, those individuals were from?
0153

1 JOHN C. DARLEY

2 A. They would certainly have

3 been from the Rijswijk office.

4 Q. Andwhy isit that you say

5 they would certainly be from the

6 Rijswijk office?

7 A. Becausethe RTL consultants

8 werebased in Rijswijk. Soif we're

9 taking about realizing the limit type

10 of work, then that was sourced from

11 Rijswijk.

12 In addition, as | mentioned

13 earlier, the SPDC study teams were also
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14  based in Rijswijk, and it may be that

15 members of those study teams were asked
16 to support the Nigeriawork, and again,
17  they would then be from Rijswijk.

18 There may have been exceptions, but by
19 and large that'swhere it would be

20 from.

21 MR. FERRARA: Tim, do you
22  suppose you could speak just alittle
23  bit louder?

24 MR. MacFALL: | will.

25 MR. FERRARA: That's coming
0154

1 JOHN C. DARLEY

2 fromthefellawith laryngitis.

3 MR. MacFALL: Sure.

4 Q. Doyou recall where Mr.

5 Verta -- withdrawn.

6 Where was Mr. Vertal based

7  during thistime period?

8 A. Hewasbased in Rijswijk.

9 Q. I'dliketodirect your

10 attention to the first page of the

11 document in front of you, sir, Exhibit
12 5. Thissignature block that appears

13 beneath the very first, or the

14 uppermost portion addressed to John and
15 Paul, and it says "Thanks, Jerry

16 Verta," and it includestwo phone

17 numbers, onein paren NL. Isthat a
18 Netherlands phone number, sir?

19 A. Thatiscorrect.

20 Q. ThereisasoaUS phone

21  number that appears next to that, area
22 code 713. Do you seethat?

23 A. Yes | do.

24 Q. Doyou know if Mr. Vertal
25 maintained officesin the United

0155

1 JOHN C. DARLEY

2 States?

3 A. Yes, thiswassmilar to the

4 setup | mentioned earlier with Paul
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5 Sullivan, where Paul Sullivan and a

6 number of hisvice presidents were

7 based in Rijswijk, but visited, because
8 their teams spanned both Rijswijk and
9 Houston, visited Houston periodically,
10 andthat is-- that isthe case here

11 for Mr. Jerry Vertal.

12 Q. Doyou have any --

13 withdrawn.

14 Do you have any knowledge of
15 how frequently Mr. Sullivan visited the
16 United States from his officein

17 Rijswijk?

18 A. No, | don't havea-- |

19 don't havearecord of it, | don't

20 remember the record. Approximately --
21  my recollection then is because he

22 reported to me so | knew when he was
23 andwasnot in Rijswijk. | would guess
24  six times per year or so he would bein
25 Houston. It'sjust aguess.

0156

1 JOHN C. DARLEY

2 Q. AndI redlizeit probably

3 varied, but was there an approximate

4 duration of those visits generally?

5 A. | think -- and wetried to

6 reducethetravel soit may have

7 changed over time, but to make it

8 worthwhile, then he would spend a week
9 inHouston or perhaps ten days or so.
10 Q. How about Mr. Vertal, do you
11 have any understanding or recollection
12  of how often he traveled to Houston
13  during the 2001-2004 time period?

14 A. No, I'mafraid | don't, and

15 thereasonishedidn't report to me

16 andthereforel havelessinsightsinto
17 histravel frequency schedule.

18 Q. Thank you.

19 MR. MacFALL: Can|l have
20 thismarked, please.

21 (Darley Exhibit 6 for
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22 identification, Shell Brasil EP

23  technology plan.)
24 Q. Mr. Darley, you'vejust been
25 handed a document that has been marked

0157

1 JOHN C. DARLEY

2 asDarley Exhibit 6 for identification.
3 I'dlikeyou to take alook at that,

4 g, and tell meif you recognize that
S5 one.

6 A. |--yes | seeitisthe

7 Shell Brasil EP technology plan. |

8 don'trecall seeing it before, but |

9 will have seen it since it was sent to
10 me.

11 Q. Do you know who prepared
12 thisplan, sir?

13 A. Thiswill have been prepared
14  inthe Shell Deepwater organization
15 working together with individualsin
16 Brazil. Andthe--inthe Shell --

17  Shell Brasil organization.

18 Q. Do you know whoin --

19  withdrawn.

20 | take it by Shell Deepwater
21 organization you're referring to SDS?
22 A. That'scorrect.

23 Q. Okay. Do you know who at
24 SDSwasinvolved in the preparation of
25 thisplan?
0158

JOHN C. DARLEY

A. No, | don't.

Q. Do you know who in Shell
Brasil wasinvolved in the preparation
of it?

A. No, | don't.

Q. I'dliketodirect your
attention to the page -- I'm sorry --
to the second page of the plan itself.

10 It'scaptioned "Summary" at the top.
11 Andit says"Shell Brasil E&P (SBEP) is
12 an NVO based in Rio de Janeiro,” and

©CoooO~NOOLPA~WNPE
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13 thenit continues. My first question

14 iscanyou tell mewhat NVOis?
15 A. | don'trecal. | thought
16 the acronym was an NOV which wasa
17 nonoperated venture. But NVO I'm
18 afraid hasleft me alittle nonplussed.
19 Q. That'sfine, sir.
20 A. | may be missing ablock
21 here, but I'm sorry, | just don't know.
22 Q. That'sfine. The sentence
23  then continues with technical support
24  provided by SDSin Houston.
25 A. Yes
0159

JOHN C. DARLEY

Q. Doyou recall the nature of

the technical support that was provided
by SDSin connection with Brazil at or
about this time period?

MR. TUTTLE: Objection;
asked and answered.

A. | believe, as| mentioned

earlier, that the work was very much
around the exploration activities of
Shell Brasil E& P, that was exploration

=
FPBoo~v~oohrwnpk

12  in deepwater offshore Brazil, and the
13 activities were then assessing

14  opportunitiesto drill exploration

15 waéllsto acquire seismic data,

16 activities of that nature.

17 Q. Mr. Darley, could you please
18 turnto, and | apologize, this document
19 camefrom the native drive and

20 therefore bears no Bates numbers, but
21 you'll seeit'sPage 6 of 26. The

22  caption at the top is " Technology

23  planning process." Do you see that,
24 Sir?

25 A. 1do.
0160

1 JOHN C. DARLEY

2 Q. Number 2, technology
3 planning process, it states, "The SBEP

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111606jdarley.txt (97 of 160)9/18/2007 4:02:26 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/ 111606jdarl ey .txt

Case 3:04-cv-00374-JAP-JJH Document 345-10

4  organization has been structured on a
5 global staffing model with minimum

6 staffing in Brazil and with the

7  technical work carried out by SDS based
8 inHouston."

9 A. Yes

10 Q. "Thesetechnical activities

11 are executed in numerous locations,
12 eg. Houston, New Orleans, Rijswijk."
13 Now | believe you indicated

14  that the primary activities conducted
15 by SDSwith regard to Brazil were

16 exploratory, correct?

17 A. That'scorrect.

18 Q. What kind of work, if you

19 know, was then being provided or being
20 conducted, I'm sorry -- let me try that
21 agan.

22 Do you know what kind of

23  work was actually being conducted by
24  SDSin the Houston, New Orleans, and
25 Rijswijk locations?

0161

1 JOHN C. DARLEY

2 A. First of al, there would

3 not be SDSwork in Rijswijk. To my
4 knowledge. SDSwere not Rijswijk

5 based. | mentioned earlier | think

6 that SDS comprised unitsin both

7 Houston and New Orleans. So the

8 engineering group, for example, was

9 based in New Orleans, whereas the

10 subsurface petroleum engineering and
11 exploration teams were based in

12 Houston. So that covers| think where
13 thework was done.

14 Q. If I could direct your

15 attention now to number 2.1,

16 administration. Do you have that, sir?
17  Thefourth line down in that paragraph
18 there's a sentence that begins"SDS

19 will provide." Do you see that, sir?
20 A. Yes | do.
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21 Q. And then it continues on.

22  Part of what that sentence statesis

23 that "SDSwill act as 'project

24  execution manager." Do you see that?
25 A. Yes | do.

0162

1 JOHN C. DARLEY

2 Q. Canyou tell mewhat that

3 means?

4 A. Yes. Soapiece of work

5 will be commissioned by Shell Brasil as
6 itsayshere, SDSwill provide

7  requested technical support, so Shell

8 Brasil would request a piece of work to
9 bedone and it would be done according
10 toacost, time and resources agreement
11 asl| mentioned earlier, being the

12 agreement between the operating company
13 inBrazil and -- and EPT.

14 Here, SDSwill act asa

15 project execution manager for the

16 agreed scope of work meansthat if that
17 work then is defined, so an exploration
18 waéll isto beidentified and drilled, a
19 teamin SDS then will execute that

20 piece of work and report the results

21 thento Shell Brasil who will take the
22 decision and carry on with the

23  activity.

24 Q. The sentence continues that

25 "SDSBrazil team being avirtual

0163

1 JOHN C. DARLEY

2 department for Shell Brasil." Do you

3 seethat, sir?

4 A. Yes

5 Q. Could you describe for me or

6 explainto me what that means?

7 A. Theway theteamsisworking
8 isthat thereareindividualsin

9 Brazil, but not very many, and most of
10 theworkisdonein SDS, eitherin

11  Houston or in New Orleans. But there
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12 isnevertheless an important e ement of
13 theteam as part of Shell Brasil.

14 Q. The next sentence reads,

15 "SDSwill have audit verified business
16 controlsincluding HSC-MSto carry out
17 thisrole." Could you explain for me
18 what isbeing conveyed in that

19 sentence?

20 A. I'msorry, | don't -- |

21 don't think | can because when | read
22 it I'm struggling alittle bit with it

23  mysalf.

24 Q. Doyourecdl if thiswasa

25 -- withdrawn.
0164

1 JOHN C. DARLEY

2 Do you recall actually

3 reviewing thisplan at the time that it

4 was disseminated?

5 A. No.

6 Q. I'msorry?

7 A. No, sorry.

8 Q. I'msorry.

9 A. My answer was no.

10 Q. Thank you. Areyou aware if
11 reserves were ever booked in connection
12  with Shell Brasil?

13 MR. TUTTLE: Objection. Is
14  there atime frame?

15 MR. MacFALL: I'm sorry,

16 yes, 2001-2004.

17 A. I'mawarethat reserves were
18 booked in Shell Brasil following the
19 acquisition of the Bijupiraand Salema
20 fieldsin offshore deepwater Brazil,

21 those were the fields being devel oped
22 by Enterprise, and when Shell acquired
23  the Enterprise company those assets
24  werethen transferred to Shell Brasil
25 and expectation reserves and proved
0165

1 JOHN C. DARLEY

2 reserveswere carried for those
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3 accumulations.

4 Q. Do you recall approximately
5 thevolume of proved reserves that were
6 carried for that accumulation?

7 A. Proved reserves, no, I'm

8 sorry, | don'trecall. | -- | will

9 giveyou, if it'suseful, avery

10 broadbrush estimate. I'm talking a

11 hundred million barrels, of that

12 nature, but | don't recall with a

13  better precision plus or minus alarge
14  number around that.

15 Q. That'sfine, sir. Areyou

16 awareif any of those proved reserves
17 were recategorized in connection with
18 Project Rockford?

19 A. 1 think -- | think they

20 were, but again, | would have to

21  refresh my -- my memory by looking at
22  the Project Rockford files. But these
23 werereservesthat had been, as| say,
24  brought over as part of the acquisition
25 of Enterprise Qil. | think we had done
0166

1 JOHN C. DARLEY

2 then aseparate review but | think

3 therewas still arecategorization

4  required, yes.

5 Q. Doyou recal approximately
6 when the Enterprise acquisition

7 occurred?

8 A. I'mstruggling to know

9 whether it was 2002. | think it was
10 about 2002.

11 Q. Thank you.

12 A. Or 2002, 2003, of that

13 nature.

14 Q. Okay.

15 MR. MacFALL: Mark this,
16 please.

17 (Darley Exhibit 7 for

18 identification, Bates stamped RIW

19 00321848 through 00321850.)
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20 Q. Mr. Darley, you'vejust been
21  handed a document marked as Darley
22  Exhibit 7 for identification. 1'd like
23 youtotakealook at that, sir, and

24  tell meif you recognizeit.

25 A. Yes, | recognizethe

0167

1 JOHN C. DARLEY
2 document.

3 Q. Andtel mewhatitis, sir.

4 A. It'sanotefor discussion

5 tothe EP executive committee

6 describing aproposal to create a

7 center of excellence for project

8 management and execution.

9 Q. Doyou recall whether or not
10 that center of excellence as proposed
11  inthis document was actually created?
12 A. Yes, itwas.

13 Q. Doyou recal who --

14  withdrawn.

15 Do you know who drafted this
16 note?

17 A. | wasinvolvedinthe

18 drafting of the note together with

19 members of the team who were putting it
20 together.

21 Q. Couldyou identify the

22 members of that team for me?

23 A. They arelisted on the

24 second page of the note, Mahdi Hasan
25 and othersthat you see there. | think
0168

1 JOHN C. DARLEY

2 | worked on it primarily with Mahdi

3 Hasan.

4 Q. Theinitiativeto create

5 thiscenter of excellence that's

6 referenced in the document, is that

7  something that originated with you,

8 dr?

9 A. Yes. Welooked at that
10 document this morning. If | can refer
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11  backtoit.
12 Q. Yes, absolutely.
13 A. We--wehadit hereas
14 document number 3 | believe which was
15 theterms of reference for a study to
16 improve project delivery. And asa
17 result of that study, this proposal was
18 then put forward.

19 Q. And based on the creation of
20 that center of excellence | take it
21 that the proposal was approved by the
22 ExCom; isthat correct?
23 A. Thatiscorrect.
24 Q. I'dliketodirect your
25 attention to the first page of the
0169

1 JOHN C. DARLEY

2 document underneath the caption global
3 EPProjects. Doyou seethat, sir?

4 A. Yes | seeit.

5 Q. If you go down to the fourth
6 paragraph there, beginning with the

7 words"In October last year." Do you
8 seethat?

9 A. Yes | do.

10 Q. Itsays"A dedicated (mini

11 FRD) team was commissioned.” Could you
12 tell mewhat amini FRD teamis?

13 A. Yes. A focusresult

14  delivery team, FRD, is abusiness

15 improvement team which takeson a
16 specific piece of business, activity,
17  process, and will within avery fixed
18 and so afocused, short time frame,
19 come forward with a business

20  improvement plan.

21 An FRD istypicaly a90 day
22  exercise with milestones at 30 and 60
23 days. Thismini FRD impliesit was
24  probably run on an even faster time
25 frame.

0170

1 JOHN C. DARLEY
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2 Q. Directing your attention now
3 tothe next paragraph, there'sa

4  sentence that says"The rationale for

5 the recommendation was based on the
6 following considerations' and it's

7 followed by aseries of bullet points,

8 Thelast bullet point which references
9 thetwo preceding ones states "The

10 model has been successfully deployed
11 for US deepwater projects and most
12 recently in Nigeriawhere Shell

13 Deepwater Services 'development/

14  execution' SDS/DE organization has
15 determined" and then it continues.

16 Was the center of excellence
17 being proposed in this note for

18 discussion modeled on SDS?

19 MR. TUTTLE: Objectionto
20 form. The document speaks for itself.
21  You can answer.

22 A. To acertain degree, because
23 if you'll read onin that paragraph

24 you'll see that the note recognizes

25 that further work will be required to
0171

1 JOHN C. DARLEY

2 assessthe degree to which that model
3 canbeapplied. Sowhereasit may have
4  formed afoundation, it certainly

5 wasn't the end of the story.

6 Q. If I could direct your

7 attention to the second page of that

8 document, sir. About a quarter of the
9 way down appears the heading "Impact on
10 SDS." Do you seethat, sir?

11 A. Yes | do.

12 Q. And it statesthat the

13 global EP Projects organization --

14 wadll, withdrawn.

15 It talks about reemployment
16 of SDS/DE. Do you seethat, sir?

17 A. 1do.

18 Q. Wasthat redeployment

Filed 10/10/2007

Page 104 of 275

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111606jdarley.txt (104 of 160)9/18/2007 4:02:26 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/ 111606jdarl ey .txt

19 actualy carried out?

20 A. Yes yes itwas ina

21  phased manner.

22 Q. Okay. Could you describe

23  that redeployment for me?

24 A. Sol mentioned earlier |

25 think that part of the SEPTAR group
0172

1 JOHN C. DARLEY

2 that was concerned with studies had

3 beenreadlocated to aunit caled EPT
4  Solutions. So interms of the SDS work
5 thesubsurface groupsin SDS were

6 redeployed as part of EPT Solutions,

7 and the engineering groupsin SDS were
8 deployed as part of EP Projects. So

9 within EPT we've created two

10 organizational units, one called EPT
11 Solutions which dealt with subsurface
12 evauation, and one called EP Projects
13  which dealt with project delivery.

14 Q. Where were these two

15 organizations based?

16 A. They were based between a
17 number of locations, Rijswijk,

18 Aberdeen, Houston, and New Orleans.
19 Q. Were members of both

20 organizations at each of those four

21 locations?

22 A. | can'trecal ineach

23 location if that was the case, but |

24  think so, yes. Certainly over timeit
25 evolvedtothat, yes. Whether that was
0173

1 JOHN C. DARLEY

2 thecasein 2002 when we started, |

3 don't-- | don't remember.

4 Q. Doyou recall approximately

5 how long the redeployment took?

6 A. Yes, wecommenced inthe

7 middle of 2002 with the creation of EP
8 Projects. And it took sometimeto

9 createthe Rijswijk end of that

Case 3:04-cv-00374-JAP-JJH Document 345-10
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10 organization since we were starting

11 from scratch. Andit wasonly inthe
12 course of 2003 | mentioned earlier that
13 EPT Solutions came into -- into

14  formation.

15 Q. The next caption reads,

16 "Impact on SGSI." Do you seethat,
17 sir?

18 A. | do.

19 Q. Canyou tell mewhat SGSI

20 is?

21 A. Thisisthe Shell Global

22  Solutions organization that we spoke
23 about earlier this morning.

24 Q. | believeyou stated that

25 that organization was not part of EPT;
0174

1 JOHN C. DARLEY

2 isthat correct?

3 A. Thatiscorrect.

4 Q. Okay. Beneath that caption

5 the document reads"The SEPTAR surface
6 cluster wasintegrated into Shell

7 Globa Solutionsin January 2001" and
8 thenit continues. | realizethat was

9 prior to the time that you started with
10 EPT, but do you have any knowledge of
11 the SEPTAR service cluster being made
12 part of SGS?

13 A. Yes | do.

14 MR. TUTTLE: Surface.

15 A. Surface.

16 MR. MacFALL: I'm sorry.

17 A. Yes, | do. Soup until

18 January 2001 therewasagroupin

19 SEPTAR which was called the surface
20 cluster, which dealt with surface

21 engineering, that being pipelines,

22  separation -- separator facilities,

23 gathering facilities, so on,

24 engineering work, if you like. Andin
25 January of that year that group was
0175
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2 taken out of SEPTAR and moved into

3 Shell Global Solutions.

4 Q. Do you have any familiarity

5 withthework performed by the SEPTAR
6 surface cluster prior toits

7 integration with SGS?

8 A. No, I'm--wél, | --1only

9 have knowledge insofar as | was working
10 inBrunei beforel joined EPT, and on
11 occasion that surface cluster would do
12 work for us on pipelines and such

13  matters.

14 Q. Do you have any knowledge as
15 towherethe SEPTAR surface cluster was
16 located?

17 A. Itwaslocated bothin

18 Rijswijk aswell asin Houston.

19 Q. Do you know how many

20 individuals werein that cluster?

21 MR. TUTTLE: Time period?

22 Q. Immediately prior toits

23 integration into SGS.

24 A. No, | don't know at that

25 time. Subsequently when | had more
0176

1 JOHN C. DARLEY

2 involvement | think there were the

3 order of 150 people, so.

4 Q. Do you have any knowledge as

5 towhether or not the SEPTAR surface

6 cluster did work in Nigeriaat SPDC?

7 A. Prior to January 20017

8 Q. Right, yes, sir.

9 A. No, I'msorry, | don't -- |

10 don't have any knowledge of that.

11 Q. Excluding Brunei about which
12 youjust testified, do you have any

13 knowledge concerning any work that was
14  performed by the SEPTAR surface cluster
15 prior to January of 2001?

16 A. No, | don't.

17 Q. Okay, that sentence

Case 3:04-cv-00374-JAP-JJH Document 345-10
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18 continues that subsequent to the

19 integration that engineering surface

20 capability designated OGU. Do you see
21 that, sir?

22 A. Yes

23 Q. Canyoutell meif the

24  makeup of OGU is substantially the same
25 asthe makeup of the SEPTAR surface
0177

1 JOHN C. DARLEY

2 cluster prior to itsintegration into

3 SGS?

4 MR. TUTTLE: Objectionto

5 form.

6 A. Yes, | -- | believethat the

7 group that was called the surface

8 cluster was -- was moved into Shell

9 Global Solutions as stated here. But

10 whether or not it then took on

11  additional members who were aready in
12 Shell Global Solutionsto comprise the
13 totality of OGU, or whether it moved
14  certain of its capabilities into other

15 partsof OG, I just don't know. SoI'm
16 afraid| can't-- | can't redly help

17 you on that.

18 Q. Doyou know if OGU till --
19  withdrawn.

20 Do you know if OGU

21 maintained officesin both Rijswijk and
22  Houston during the 2001-2004 time

23 frame?

24 A. Yes, they did.

25 Q. Now the second sentence --
0178

1 JOHN C. DARLEY

2 I'msorry, the second paragraph beneath
3 impact on SGSI indicates that OGU

4  provided servicesto various OUs

5 including SPDCin Nigeria. Do you have
6 any knowledge of OGU's activities with
7 SPDCin Nigeria, Sir?

8 A. Yes. That'sthe situation
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9 that | described this morning where field
10 development planning work was done by
11 SEPTAR, and as part of that field
12 development plan, once the subsurface
13  development aspects have been defined and
14  the optimal development has been
15 identified, the work on the surface
16 activities, so laying of pipelines,

17 gathering stations, that kind of work is
18 undertaken by OGU, as| mentioned

19 earlier. Sothat that's the work that is

20 referred to here.

21 Q. Do you know which OGU office
22  provided, or did work in connection

23 with SPDC in Nigeria?

24 A. No, | don't know.

25 Q. That sentence continuesin

0179

1 JOHN C. DARLEY

2 referencing other EP projects, Sakhalin,

3 Kuduand Bonga. Do you see that, sir?

4 A. Yes, | do.

5 Q. Areyou familiar with OGU

6 activitiesin Sakhalin?

7 A. Not particularly, no.

8 Q. Areyou generally aware of

9 their activities?

10 A. Yes

11 Q. Could you describe that to
12 me, Sir?

13 A. Yes, it was support to the
14  Sakhalin organization in respect of
15 areasof expertisein the areas of, for
16 example, pipeline, metallurgical

17 capabilities, design of separation,

18 those -- those kind of activities.

19 Q. Do you know which OGU office
20  supported the work -- performed the
21 work in Sakhalin?

22 A. No, | don't.

23 Q. Okay. What about with

24  regard to the next project identified,
25 Kudu?
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13 specia team that -- that was formed
14 with experts deployed into that team.
15 Andas| think | mentioned primarily,
16 I'munder the impression that they were
17 based from Rijswijk, but there may be
18 exceptions.

19 Q. And by exceptions do you

20 mean there might be individuals from
21 Houston?

22 A. There could have been.

23 Q. Okay. Wediscussed Bonga a
24  little bit earlier today. | guess my

25 -- | do have a question though with
0181

1 JOHN C. DARLEY

2 regard to the surface work donein

3 connection with Bonga. Bongaisa

4  deepwater field, correct?

5 A. That'scorrect.

6 Q. Could you describe for me

7 what kind of surface work would be or
8 would have been done in connection with
9 Bonga?

10 A. Yes. Inconnection with the
11 reorganization of OG, or the move if
12 you like of the surface cluster into

13  OG, certain areas of expertise were
14 taken with that. One such example, at
15 therisk of losing anybody, is vortex
16 induced vibration. Vortex induced

JOHN C. DARLEY
A. Kudu we spoke about also
this morning, and the work would be
similar to that which | have just
described in terms of designing the
facilities to gather and produce the
oil and gas.
Q. Do you have any knowledge
with regard to which OGU office
performed work at Kudu?
A. | mentioned | think this
morning that the Kudu project was a
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17 vibration refers to the movement of the
18 pipesand structure between the seabed
19 andthesurfacein very deep waters,

20 large currents run through deepwater
21 and those currents create eddies and
22 those eddiesin turn cause vibration

23 and movement in the pipes. It'sa

24  special area of expertise. That area
25  of expertise was then moved into the
0182

1 JOHN C. DARLEY

2 OGU group, so they provided, if you

3 like, that service of making those

4  calculations to the -- to the deepwater

5 group.

6 Q. Thank you. If | could

7 direct your attention now to the final

8 heading on that page, way forward. Do
9 vyou seethat, sir?

10 A. Yes | do.

11 Q. Specifically with regard to

12  the section we discussed earlier

13 identifying the various members of the
14 team that worked on this, the third

15 bullet point indicates two

16 representatives from the Malampaya
17  project?

18 A. Yes

19 Q. M. Thomasand C. Macara. Do
20 you know why -- withdrawn.
21 Can you identify M. Thomas
22 for me?
23 A. Mike Thomas was a project
24 engineer.
25 Q. Was he an employee of
0183

1 JOHN C. DARLEY

2 SEPTAR?

3 A. No. Hewasan employee at

4 that time of the Malampaya project.

5 Q. And how about C. Macara?

6 A. Cam Macarawas similarly an
7 employee of the Malampaya project.
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8 Q. You can put that aside, sir.

9 MR. TUTTLE: Takeacouple
10 of minutes.

11 MR. MacFALL: Why don't we
12 takeabout 15 if that's okay.

13 THE VIDEO OPERATOR: Well
14  go off therecord 3:43, thisisthe end

15 of tape 2.

16 (A recess was taken.)

17 THE VIDEO OPERATOR: Back on
18 therecord, it's 3:10, tape 3.

19 Q. Mr. Darley, | have acouple
20 of followups with regard to the, again,
21 the organization structure of SEPTAR.
22 Youidentified Paul Sullivan asthe
23 individual who's the head of SEPTAR
24 during some portion at least of the
25 period 2001-2004.
0184

1 JOHN C. DARLEY

2 A. That'sright.

3 Q. Youindicated that Mr.

4 Sullivan maintained his primary office

5 inRijswijk. With regard to those

6 timeswhen Mr. Sullivan was not present
7 in Houston, was there someone there who
8 wasresponsible for overseeing the

9 day-to-day running of that office?
10 A. Yes. The-- within SEPTAR
11 there were a number of vice presidents.
12 Jerry Vertal was one of those vice
13 presidents, we mentioned his name
14 earlier. There were also one or two
15 vice presidents who were based in
16 Houston, in the Bellaire officein
17 Houston. Fred Hoffman | believe was
18 thevice president who would normally
19 bethe most senior individua in the
20 Houston office. Fred had
21 responsibility for one of the divisions
22 within SEPTAR and he was based in
23  Houston and he spent then sometimein
24 Rijswijk.
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25 Q. Mr. Hoffman would be the
0185

1 JOHN C. DARLEY

2 individua who was primarily

3 responsible for the day-to-day

4  activitieswhen Mr. Sullivan was not

5 present in Houston?

6 A. Not so much for the

7 day-to-day activities because each of

8 thoseteamswere running their own

9 programsof activities. Soitisn't

10 that Mr. Hoffman managed that total
11 portfolio. But if there were such

12 things as administrative duties,

13  receiving of important visitors, making
14  surethat the overall safety of the

15 organization was well taken care of,
16 those kind of responsibilities would

17 fal to Mr. Hoffman. And | say Mr.
18 Hoffman. | think he was the most

19 senior vice president at that time. |

20 could -- | could be wrong, but | think
21 hewas.

22 Q. Now for that sametime

23 period, 2001-2004, we've talked about
24 thework performed for certain OUs by
25 SEPTAR, including SPDC and PDO. At
0186

1 JOHN C. DARLEY

2 least with respect to SPDC you said

3 that that work was primarily performed
4 out of the Rijswijk office of SEPTAR,
5 correct?

6 MR. TUTTLE: Objectionto

7 form; characterization. You can

8 answer.

9 A. Thatiswhat | sad.

10 Q. During that sametime

11 period, do you have any specific

12 recollection of the work performed in
13 the Houston office of SEPTAR for non-US
14 based OUs within Shell?

15 A. We mentioned this morning
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16 theLekhwair field in Oman. Work was
17 asodonefor Venezuelaout of the

18 Houston office. And we talked about
19 the EOR projects which were being done
20 in-- for Oman in connection with Lyle
21 Henderson's activitiesin Houston.

22 | don't recall specifically

23  other -- other studies, not to say that

24  there werenot, but | just don't recall

25 them.
0187

1 JOHN C. DARLEY

2 Q. Canyou identify for me an

3 individua or individuals who would be
4 familiar with the activities or the

5 work performed at SEPTAR Houston during
6 thetime period 2001-2004 for non-US

7 based OUS?

8 A. LyleHenderson, who we

9 mentioned earlier, would certainly have
10 been familiar with some of that work
11  over some of that period. | don't

12 think he worked in EPT for the totality
13  of that period. He moved to work in

14 SEPCO.

15 Gwen Anson is currently the

16 manager of that responsible group.

17 It'snow in EPT Solutions. | just

18 don't recall whether Gwen wasinvolved
19 earlier in that period.

20 Q. How about Mr. Sullivan,

21 would he be familiar with the work

22  performed out of the Houston officein
23  connection with non-US based OUs?
24 A. Hemay, but asthe overall

25 manager for SEPTAR he wasn't

0188

1 JOHN C. DARLEY

2 necessarily focused on the study

3 programs. It would have been more Mr.
4 Percival who we mentioned again earlier
5 today.

6 And Mr. Hoffman who |
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mentioned as the most senior vice

president probably was not familiar

9 with the study work that was done

10 because he was -- his vice president
11 rolewas very much in the research and
12 development area and not in the studies
13 area
14 Q. | just want to confirm this,

15 soLyle Henderson, possibly Gwen Anson
16 and lan Percival would be people we
17 might speak to about the activities of
18 Houston SEPTAR in connection with
19 non-US based OUs, correct?
20 A. Yes. Withthequalification
21 that I've given earlier that I'm not
22  sure whether Gwen Anson wasinvolved in
23 that period and Lyle Henderson was
24  certainly not involved in the totality

25 of the period. But they arethree
0189

1 JOHN C. DARLEY

2 individuals who were over that period

3 involved in some of the work.

4 Q. Okay, thank you.

5 Another followup with

6 respect to the Enterprise acquisition.

7 You had previously referenced the

8 proved reserves that were booked --

9 withdrawn.

10 The proved reserves that --

11  inconnection with Brazil as aresult

12  of the Enterprise acquisition, | just

13 wanted to clarify. Did Shell --

14  withdrawn.

15 Were those proved reserves

16 aready booked by Enterprise at the

17 timethat it was acquired by Shell?

18 A. I'mafrad| don't know.

19 Q. Areyouawareif any proved
20 reservesin Brazil were booked by Shell
21  during the period from the time of the
22 acquisition through 2004?

23 A. Other than the Enterprise
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24  acquisition reserves?

25 Q. Yes.

0190

1 JOHN C. DARLEY

2 A. Okay. Other than the

3 Enterprise acquisition --

4 Q. Other than the proved

5 reservesthat had been previously

6 booked by Enterprise.

7 A. Wadll, asl say, I'm not sure

8 -

9 Q. Allright, let me rephrase

10 thequestion. Clearly I'm causing some
11 difficulty.

12 In connection with Brazil

13  specifically, are you aware if Shell,
14  asopposed to Enterprise, booked any
15 proved reserves subsequent to the time
16 that Shell acquired Enterprise?

17 MR. TUTTLE: Objectionto
18 form.

19 A. Shell will have booked

20 proved reservesfor thefieldswhich it
21 acquired from Enterprise. That's --
22 Q. |think | seethe problem so
23 I'mgoingtotry it one moretime. I'm
24 sorry, it'snot your fault, itis

25 clearly mine.

0191

1 JOHN C. DARLEY

2 Separate from those proved

3 reserves booked by Shell asa

4 consequence of acquiring Enterprise,
5 areyou awareif Shell booked

6 additional proved reservesin Brazil

7  following the acquisition?

8 MR. TUTTLE: In different

9 fields?

10 MR. MacFALL: Inthesame
11 fields, in different fields, yes.

12 A. I'm pretty surethat Shell

13 did not book reservesin Brazil outside
14 thosefields that had been acquired

Filed 10/10/2007
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15 from Enterprise. That was the Bijupira
16 and Salemafields.

17 Q. Just sol'mclear, the

18 reservesthat had been booked by Shell,
19 werethose reserves proved reserves

20 that had been previously booked by

21 Enterprise at those fields?

22 A. AsI| mentioned earlier, |

23 don't know whether Enterprise had

24  actually booked those reserves. |

25 would assume that they had since the
0192

1 JOHN C. DARLEY

2 project had passed FID. But those were
3 thefields, Bijupiraand Salemafields,

4 for which Shell booked proved reserves
5 inBrazil.

6 Q. Doyourecdl if SDS

7 performed work in connection with both
8 of thosefields?

9 A. SDS performed work in

10  connection with both those fieldsin

11 termsof looking at the development

12 plans, some of the drilling activity,

13 and those kind of activities.

14 Q. Thedevelopment plans with
15 regard to those two fields, were they
16 created by Enterprise or were they

17  created by Shell?

18 A. They were created by

19 Enterprise because when Shell made the
20 acquisition, the development was

21 aready well underway, and as part of
22  the acquisition Shell acquired the

23  floating vessel which wasto go on

24  location on the field to produce those
25 reserves.

0193

1 JOHN C. DARLEY

2 | don't recall whether all

3 thewellshad been drilled prior to the

4  acquisition, but certainly the field

5 development plan had been defined, the

Filed 10/10/2007
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6 well locations had been defined, the

7 infrastructure was being put in place.

8 Q. Could you provide me with

9 more specific detail with regard to

10 SDS'swork in connection with the

11  development plans at those two fields?
12 A. Atthat time?

13 Q. Atthattime.

14 A. No, I'mafraid| can't. |

15 just don't recal the detail.

16 Q. Doyou recdl if it was more
17 than one team from SDS that worked on
18 thosetwo fieldsin Brazil?

19 A. |justdon'trecal, I'm

20 sorry.

21 Q. That'sfine.

22 Do you recall any of the

23  specificindividualsinvolved in that
24  review work?

25 A. No, not -- not with

0194

1 JOHN C. DARLEY

2 sufficient confidence to be able to

3 give names here.

4 Q. Separate and apart from the

5 review work involving the devel opment
6 plans, are you aware of any other work
7 performed by SDSin connection with the
8 Brazil fields acquired as aresult of

9 the Enterprise acquisition?

10 MR. TUTTLE: Objectionto

11 form. You can answer.

12 A. Yes | --I'mtrying to

13  recall whether or not the acquisition
14  included both the producing fields that
15 were under development and also

16 additional exploration opportunities
17 which | think it did, and that being

18 the case, then SDS would have worked on
19 the exploration opportunities as part
20 of their deepwater support to Shell

21 Brasil.

22 Q. Doyou know if any of those
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23  other deepwater opportunities at Brazil

24  were ultimately developed by Shell?
25 A. Todate, no, no further

0195

1 JOHN C. DARLEY

2 fields have been developed apart from
3 theBijupiraand Salemafields. Andto
4 my knowledge, no further reserves have
5 been booked in Brazil with the

6 exception of the Bijupiraand Salema
7 fieldsthat we acquired from

8 Enterprise.

9 Q. Thank you.

10 MR. MacFALL: Mark this,
11 please.

12 (Darley Exhibit 8 for

13 identification, Bates stamped DB 29248
14 through 29409.)

15 Q. Mr. Darley, you'vejust

16 handed a document marked as Darley
17 Exhibit 9 for identification -- I'm

18 sorry, Darley Exhibit 8 for

19 identification, thank you. 1'd ask you
20 totakealook at that, sir, and tell

21 meif you recognize it.

22 A. Yes, | note the document.

23 Q. Do you recognizethis

24 document which | believe has severd
25 different constituent parts?

0196

1 JOHN C. DARLEY

2 A. I'mnot sure whether |

3 recognize, becauseit'safairly thick

4 document, all the constituent parts of
5 thedocument, but in general, yes, |

6 recognizethat it's pre-reading for a

7 meeting that | attended.

8 Q. Okay. WEe'l go through

9 gpecific portions of it.

10 A. Okay.

11 Q. Andyou cantell meif you
12  recall seeing this. The document is
13 entitled "EP leadership forum, The
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14 Woodlands, May 23rd and 24th of 2002."
15 Do you recall attending that forum,

16 dir?

17 A. | don't recall specifically

18 attending it, but | attended those

19 forum meetings so | guessthat | would
20 have attended.

21 Q. Thereferenceto The

22 Woodlands, isthat where the leadership
23  forum was conducted, do you know?
24 A. Yes, | believe so.

25 Q. Do you know where The
0197

1 JOHN C. DARLEY

2 Woodlandsis?

3 A. ltiscloseto Houston.

4 Q. Does Shell have afacility

5 there?

6 A. Yes

7 Q. Isthat -- I'm sorry. What

8 kind of facility does Shell have at The
9 Woodlands?

10 A. Shell hasalearning and

11 development and a conference facility.
12 Q. Mr. Darley, if | could

13  specifically direct your attention to

14  the page ending in Bates number 273 of
15 the document.

16 A. 273. Yes.

17 Q. Thisdocument is an extended
18 EPLFwhichl takeitis EP leadership
19 forum?

20 A. That'scorrect.

21 Q. Dated May 23rd, 2002,

22 agenda. I'd liketo direct your

23  attention to the bottom third of the

24  page, there's a caption there, "The

25 technological future." Do you see
0198

1 JOHN C. DARLEY

2 that, Sir?

3 A. Yes | do.

4 Q. Andimmediately beneath that
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5 appearsfrom 15:45 to 16:15 global

6 changesin technology, John Darley. Do
7 you seethat, sir?

8 A. Yes | do.

9 Q. Doesthat refresh your

10 recollection asto whether or not you
11 attended this particular leadership

12 forum?

13 A. Oh, | certainly attended.

14 Asl said earlier, | would have been

15 there.

16 Q. Doyou have any

17 recollection, | redizethisis some

18 time ago, of what you spoke about

19 during this particular forum?

20 A. No, | --I'mafraid| don't.

21  These were events which happened over
22 six monthsor so. | don't recall the

23  particular content and presentation

24  that | gave at this one.

25 Q. If I could direct your
0199

1 JOHN C. DARLEY

2 attention, sir, to Page 281 of the

3 document. Near the top of the page

4 you'll see abold faced caption, "The

5 new core of Shell EP of the future."

6 Doyou seethat, sir?

7 A. Yes, | do.

8 Q. That paragraph discusses

9 amongst other things technological

10 advancesin deepwater gas solutions,
11 etcetera?

12 A. Yes, itdoes.

13 Q. Doyou -- it then goes on

14 thetalk, I'm sorry, about deployment
15 of VP staff to various hubs. Do you

16  know what the EP business hubs

17 referenced in this paragraph in Houston
18 and The Hague are, what that reference
19 isto?

20 A. Yes, | believeit references

21 theexisting centersin Houston and The

Filed 10/10/2007
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22  Hague which were staffed by EP
23 professionals.
24 Q. Specifically are you talking
25 about the, for example, the SEPTAR
0200
1 JOHN C. DARLEY
2 offices?
3 A. Yes
4 Q. Werethere others besides
5 theRijswijk and Houston offices of
6 SEPTAR that arereferenced in that
7  business hub reference?
8 MR. TUTTLE: Object to form.
9 A. The-- there are anumber of
10 groupsworking in The Hague and working
11  inHouston, including the Deepwater
12 Services people who worked in SDS, who
13  worked in Houston, we've mentioned
14  those other of course. And | mentioned
15 | think earlier also the changes that
16 wemadein, or were planning to makein
17 EPT with the R&D and the EPT Solutions
18 organizations, etcetera. So those are
19 aso based in Rijswijk, but Rijswijk
20 and The Hague are sometimes seen
21  synonymously, aswell asin Houston.
22 Q. If I could direct your
23  attention now to the page ending in
24  Bates number 306, sir, specifically in
25  the column on the left-hand side of the
0201
JOHN C. DARLEY
page about almost halfway down you see
the caption "Exploration clustering"?
Do you have that, sir?
A. Yes
Q. Themateria here discusses
amongst other things SDS and then goes
on to talk about certain initiatives
predicated on SDS. And | guess|i'd
10 liketo direct your attention
11 specifically to the right-hand column
12  beneath the two bullet points, okay,

©CoooO~NOOLPA~WNPE
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the paragraph "The capabilities of the
SDS organization." Do you see that,
Sir?

A. Yes, | do.

Q. It references exploration
activitiesin the Asia-Pacific region
co-located in Houston. Do you see
that?

A. Yes | do.

Q. Do you know what that
referenceisto?

A. | think it would reference
the Malampaya activity and the Brunei

JOHN C. DARLEY
deepwater activity. That's -- that's
an assumption if you like. | -- 1
don't recall the detail at thistime,
but that would seem to me to be
appropriate.

Q. Thank you. If I could now
ask you to turn your attention to Page
308. At the top of the page appears a

caption "Technical and operational
excellence." Do you seethat, sir?

A. Yes | do.

Q. Could you please describe
for me -- withdrawn.

Was the technical and
operational excellence part of a
program or initiative instituted by
Shell in 20027

A. It--itwasaninitiative
which built on earlier initiatives

around the value assurance processes
and around the realize the limit
activities that we spoke about this
morning, and were captured under the
heading technical and operational

JOHN C. DARLEY
excellence which was both an
organizational unit aswell asa
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4  process improvement and business

5 improvement exercise.

6 Q. Wereyou involved in that

7 initiative?

8 A. | wasinvolvedinthe

9 creation of technical and operational
10 excellence group, yes.

11 Q. Could you describe how it

12 wasthat you wereinvolved in the

13 creation of that?

14 A. Yes. |thinkinthe course

15 of 2001 and early in 2002 an assessment
16 of the Shell EP businessidentified

17  opportunities to improve, and while
18 these were aready being captured to
19 some degree by the realize the limit
20 initiatives, it was felt that an even

21  stronger focus was required, and that
22  the creation of anew group, this

23 group, would help to achieve that

24 improvement.

25 Q. With respect to the

0204

1 JOHN C. DARLEY

2 improvement, or potential for

3 improvement that was identified, could
4 you be alittle more specific in terms
5 of what areas that involved?

6 A. Yes. What wewere seeing |

7 think in early in the decade were some
8 of the consequences of reorganizations
9 that had been undertaken in earlier

10 yearsin Shell. And some of those

11 reorganizations had provided additional
12 focusto the bottom line, the business
13  of the company, but in the area of

14  technical and operational work, we felt
15 that we had lost some of therigor.

16 So, for example, the need for a

17 baseline set of minimum standards by
18 which operational activities could be
19 undertaken was no longer clearly

20 avalable. Operating unitsin
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21 different parts of the world have their
22 own standards and would adhere to those
23 very carefully, but auniform worldwide
24  standard was -- was not something that
25 wasvery quick to obtain.
0205

1 JOHN C. DARLEY

2 Similarly, process

3 improvements were being undertaken in
4 various parts of the business to

5 improve the way that activities were

6 undertaken. And again, those, we felt,
7 would be better achieved if they could
8 be streamlined and worked as a central
9 organization, single process for a

10 given activity.

11 The processes were being

12 followed, again, by individua

13  operating unitsin their own sphere of
14  operation. So the technical and

15 operational excellence objective was to
16 try and improve the approach by which
17 the EP business was being run by

18 bringing in those kind of improvement
19 dteps.
20 Q. | believeyou indicated that
21 it wasboth an initiative and an
22  organization; isthat correct, sir?
23 A. Thatiscorrect.
24 Q. Wereyou amember of that
25 organization aswell?
0206

1 JOHN C. DARLEY

2 A. No. When the organization

3 wasformed in 2002, it took groups that
4 had been part of EPT, in particular the
5 redizethelimit groups and the value

6 assurance groups, and it moved them

7 under one of my colleagues, Brian Ward,
8 who was then leader of that

9 organization.

10 Q. Aspart of the T& OE

11 initiative, was there an effort to have
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12 thevarious OUs adopt a single standard
13  with respect to certain -- withdrawn.

14 | believe you indicated that

15 the OUs often utilized differing

16 standards or base linesin connection

17 with their operations. As part of the

18 T&OE initiative, wasthere an effort to
19 standardize those across EP?

20 MR. TUTTLE: Objectionto
21 form.
22 A. As| mentioned earlier, the

23  objective wasto improve the business,
24 and anumber of measures were put in
25 placeto improve the business. One of

0207

1 JOHN C. DARLEY

2 those measures was -- was to define

3 minimum standards. Another would beto
4 identify best practices. Another would

5 beto define recommended processes.

6 The implementation of those

7  minimum standards and recommended

8 processes was then indeed to be taken

9 up by operating units around the world.
10 Q. Doyourecal first with

11  respect to the minimum standards that

12 were being promulgated, how were those
13 disseminated to the various OUS?

14 A. | can speculate, but I'm

15 sorry, | cannot give you aclear

16 definite answer. | don't -- | don't

17  know.

18 Q. Okay. How about in terms of

19 the best practices, do you recall how

20 that information was disseminated to

21 thevarious OUS?

22 A. Yes, | do. They were

23 largely disseminated through workshops
24  and visits from the T& OE consultants

25 who would communicate the best practice
0208

1 JOHN C. DARLEY

2 from -- from one area to another area.
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3 Q. Samething with the

4 recommended processes?

5 A. The--if you'retaking

6 about the dissemination of the --

7 Q. Yes | am, I'msorry.

8 A. Recommended global

9 processes. Inthefirst instanceit

10 was necessary to define aprocess and
11 thedefinition of the process then

12 involved each of the operating units
13 around the world working on agiven
14  processfor agiven activity,

15 facilitated by T& OE consultants, to
16 come to an agreed process, and that was
17 based on global input.

18 Having then agreed that

19 process, indeed it was up to the

20 operating unitsto adopt the agreed

21 process.

22 Q. Doyou recall if any of

23 either the standards, best practices or
24  recommended processes being advocated
25 by T&OE involved the booking of proved
0209

1 JOHN C. DARLEY

2 reserves?

3 MR. TUTTLE: Object toform
4 and characterization.

5 A. A number of the global

6 processes deal with the whole area of
7 field development planning, hydrocarbon
8 maturation, and part of that includes

9 theestimation of scope for recovery,
10 expectation reserves and proved

11 reserves. Soin that context, part of
12 theglobal processes covered the

13 recommended approach to proved

14  reserves.

15 Q. Do you have any specific

16 recollection about what that

17 recommended approach was?

18 A. No, | don't have a specific

19 recollection of an approach to proved
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20 reserves| think isyour question.

21 The overall processes, there

22 were anumber of processes which looked
23 at development planning and maturation
24  of hydrocarbons from exploration

25 through to development, and within
0210

1 JOHN C. DARLEY

2 those processes a subset of those

3  processes would deal with proved

4 reserves, but | don't recall the

5 detailsof them.

6 Q. TheT&OE organization, did

7 it maintain a central officein Shell?

8 A. Yes

9 Q. Do you recall where that

10 was, Sir?

11 A. Yes itwasinRijswijk.

12 Q. Okay. Do you recall

13  approximately how many individuals were
14 part of the T& OE organization?

15 A. My guesswould be of the

16 order of 40. And that's areasonable

17 guess but it may have been 30 or 60,

18 but of that order, 40, 40-ish people at
19 that time.

20 Q. Wereany of theindividuals

21 employed by T& OE former SEPTAR
22  employees?

23 A. Yes, somewereformer SEPTAR
24  employees.

25 Q. Do you have any specific

0211

1 JOHN C. DARLEY

2 recollection of who those individuals

3 were?

4 A. | canrecal one. We

5 encountered him this morning. If you

6 recall when we looked at the document
7 from Mr. Ad VanderSchoot, | first

8 identified him as a consultant for RTL

9 or T&OE, and subsequently | remember
10 that hewasin fact abusiness

Page 128 of 275

file:///CJ/Documents¥20and%20Settings/daustin/Desktop/Deposition%20T ranscripts/111606jdarley.txt (128 of 160)9/18/2007 4:02:26 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/ 111606jdarl ey .txt

Case 3:04-cv-00374-JAP-JJH  Document 345-10 Filed 10/10/2007

11 interface manager, but he moved from
12 being a SEPTAR businessinterface

13  manager to being the head of the

14  geophysical group in T& OE looking after
15 geophysical processes. So that isone
16 example. | can't remember all of the
17 examples.

18 Q. Any others, that'sfine.

19 (Darley Exhibit 9 for

20 identification, visit note.)

21 Q. Mr. Darley, you'vejust been
22 handed a document that has been marked
23  asDarley Exhibit number 9 for

24  identification. | ask you to take a

25 look at that, sir, and tell meif you
0212

1 JOHN C. DARLEY

2 recognizeit.

3 A. | don't recall ever seeing

4 it, but | seethat it isavisit note

5 frommy staff. But | don't recall it.

6 Q. Fortherecord, thefirst

7  page of thisdocument is an email from
8 Ceri Powell to Walter van de Vijver,

9 dated July 26th, 2002, the subject,

10 summary notes from MGDWYV visit to SDS
11 July 2002. Do you recal Mr. van de
12 Vijver visiting SDS in 2002?

13 A. No, | don't.

14 Q. Doyourecall Mr. van de

15 Vijver visiting SDS at all during your
16 tenureat EPT?

17 A. | don't recall aspecific

18 occasion, but at the same time, Mr. van
19 deVijver will have visited many of the
20 activitiesin hisEP visit and I'm sure
21  hewill have visited SDS.

22 Q. Directing your attention

23 again on that same page, if you look a
24 couple of sentences above the signature
25 block that appearsin the bottom of the
0213

1 JOHN C. DARLEY

Page 129 of 275

file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111606jdarley.txt (129 of 160)9/18/2007 4:02:26 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/ 111606jdarl ey .txt

Case 3:04-cv-00374-JAP-JJH Document 345-10

2 pageitindicates "John Darley has been
3 sent anidentica document." Do you
4 seethat, Sir?

5 A. Yes, | seethat.

6 Q. Doyou know why it isthat

7 you would have been forwarded such a
8 document, avisit note?

9 A. Yes

10 MR. TUTTLE: Object to form.
11  Sorry. You can answey.

12 A. Yes. The SDS organization
13  reported to myself as EPT, so avisit
14  from Mr. van de Vijver and the notes
15 from hisvisit would have been of

16 interest to me.

17 Q. Now if I could ask you to

18 turn to the second page of that

19 document, sir, captioned "Executive
20 summary and key forward actions, SDS
21  (Shell Deepwater Services)."

22 A. Yes

23 Q. Specifically directing your

24  attention to the next to last sentence
25 inthefirst paragraph, beginning with
0214

1 JOHN C. DARLEY

2 thewords"The current workload." Do
3 you seethat, sir?

4 A. Yes

5 Q. Okay. It goeson to state

6 "The current workload for SDSis

7 Nigeria 30 percent and SEPCO 50

8 percent." Isthat consistent with your
9 recollection of the division of SDS's
10 workload in or about July of 2002?

11 A. | believeitis. A heavy

12  part of that load was in support of the
13 Gulf of Mexico activities, the Nakika
14  field, perhaps even the Brutus field

15 would have been in development at that
16 time which consumed quite some

17 resources. Whether 30 and 50 are the
18 appropriate numbers| don't know, but
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19 that adominant part wasin SEPCO and
20 another part in Nigeria, yes, that

21  makes sense.

22 Q. Inconnection with the work
23 performed in Nigeria, do you recall if
24 that was work primarily in connection
25 with Bonga, Bonga Southwest?

0215

1 JOHN C. DARLEY

2 A. Yes, at thistimeit would

3 have been primarily Bonga, Bonga

4 Southwest.

5 Q. Canyou think of any other

6 projectsor fieldsin Nigeriathat SDS

7 wasworking onin or about this time?
8 And | know we've looked at documents
9 that haveidentified some of the others
10 suchasBalia?

11 A. Yes. Those arethe ones, we
12 looked at them this morning. There
13 wereanumber of exploration blocks
14  which were being evaluated in the

15 deepwater Nigeriaand SDS would have
16 beeninvolved in those studies.

17 Q. Doyourecal if SDSwas

18 performing any work for SPDC in or
19 about July of 20027

20 MR. TUTTLE: Objection;

21 asked and answered. You cantell him
22 agan.

23 A. | think | mentioned | would
24  have been very surprised. Infact, |

25 can amost categorically state that
0216

1 JOHN C. DARLEY

2 they would not.

3 Q. Wetouched on alittle bit

4 earlier, at least I've asked you about

5 the EA shallow water field in SPDC. Do
6 you have any understanding of who,

7 besides SPDC, performed work in

8 connection with that field?

9 A. No. | think | mentioned
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this morning when we looked at EA that
| couldn't remember -- recall exactly
who was -- was working on it, but that

| was -- | think | was of the opinion

that SDS was not -- was not involved in
that -- in that work.

Q. Wasthere an organization
within Shell that did work in
connection with -- withdrawn.

Was there an organization
within Shell that had particular
expertise in shallow water projects?

A. No. Therewasno similar
organizational group that looked at
shallow water in the same way that
deepwater fields were looked at.

JOHN C. DARLEY
Q. Areyouawareif SPDC had

any expertise in the development of
shallow water fields?

A. Yes, they did because SPDC

fields comprise a number of areas
within Nigeriaincluding land and
swamp, and swamp is very shallow water.

Moving then into -- into slightly
deeper water in the close offshore,
some of the technol ogies and approaches
that are used in those fields are --
are not dissimilar from devel opment
work that can be done in the shallower
-- in the swamp areas and therefore
SPDC did have expertise.

Q. Isthere anybody within --
withdrawn.

Was there anybody who was

part of SEPTAR in 2001-2002 who would
be familiar with the work performed by
SEPTAR in connection with SPDC?

A. Yes. | think we mentioned
earlier lan Percival's namein that
context. And | think lan would be
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JOHN C. DARLEY

familiar with SEPTAR's work for SPDC.
Q. Areyou awareif there are
any SPDC personnel who were assigned to
work in Houston during the --
A. I'mnot aware of any at that
period.
Q. Okay. And by that period
you're referring to?
10 A. 2001 to 2004 years.

©CoooO~NOOOLPA~WNPE

11 Q. How about earlier than 2001,
12 wereyou aware of any? And | limited
13 it tothat period initialy because

14 that's when you were at EPT, but if you
15 have any knowledge separate and apart
16 from that.

17 A. No, | don't have any

18 separate knowledge.

19 Q. I'dlike now to direct your

20 attention to the next sentence of that

21 same paragraph, well, where the note
22 indicates "from an external visitor

23  perspective the organization appears
24  very large." Where was -- withdrawn.
25 SDS's actual Houston offices
0219

1 JOHN C. DARLEY

2 werelocated where? Wasit at the

3 Bellaire Technology Center?

4 A. No, they were located at

5 Woodcreek.

6 Q. | know we've discussed the

7 number of people | believein the

8 United States versusthose in the

9 Netherlands who were members of SDS.
10 But do you recall how many people were
11  in SDS's Houston office versus New
12 Orleans?

13 A. My guessat that time would
14  bethat perhaps oneto 200 in New

15 Orleans and the balance, then 400 or
16 s0, 300 to 400 perhaps in Woodcreek.
17 Q. | dowanttomakea
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18 correction. | said Rijswijk and |

19 redlize I'm confusing that with SEPTAR.
20 Thank you.
21 If | could direct your
22  attention now to the five bullet points
23  appearing at the bottom, well, at the
24  end of that page, the third one from
25 the bottom under the caption "Forward
0220
JOHN C. DARLEY

key actions' references "dedicated team
on Block 18, to ensure that the
critical control pointsfor Shell being
are being appropriately dealt with by
the operator.” Do you understand what
that means, sir?

A. Yes, | believe so.

Q. And canyou please explain
that for me.

A. There'samessage here from

=
FPBoo~v~oohrwnp

12 Mr. van de Vijver from hisvisit that a
13 dedicated team needs to be available to
14  work on Block 18 to make sure that the
15 critical control points are being

16 appropriately dealt with.

17 Q. Okay. Could you tell me

18 what -- withdrawn.

19 Do you have an understanding
20 of what Mr. van de Vijver or the author
21  of this document was referencing with
22 theterm critical control points?

23 A. No, | wouldn't know what the

24 author was referring to.
25 Q. Asthehead of EPT, do you
0221
JOHN C. DARLEY

recall if you had any talks with Mr.
van de Vijver after thisvisit
concerning the creation of a dedicated
team on Block 18?

A. No, | don't recall sucha
conversation.

Q. Isityour understanding

oO~NO Ol h WNPE
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9 that Block 18, or the reference to

10 Block 18isareferenceto Block 18
11 Angola?

12 A. Thatiswhat | would assume.
13 Q. I'dliketodirect your

14  attention now to the next page, Sir.

15 Iflcan--

16 MR. FERRARA: You'reonthe
17  third page? | didn't hear.

18 MR. MacFALL: I'm sorry, the
19 next page and the following page.

20 MR. FERRARA: Thelast page?
21 MR. TUTTLE: No, the second
22 tolast.

23 MR. MacFALL: Second to

24  last. Thank you.

25 Q. The bottom third of the page
0222

1 JOHN C. DARLEY

2 there'sacaption " Specific deepwater

3 basins" Do you seethat, sir?

4 A. Yes, | do.

5 Q. Nexttothefirst check mark

6 that appearsin that page the sentence
7 "Regional studies offshore Sabah kept
8 theail play in the shallow-deepwater
9 trangtional alive," and then it

10 continues. Could you identify that

11 project for me, Sabah?

12 A. Sabahisone of thefedera

13 statesof Malaysia.

14 Q. Do you know who performed
15 thoseregiona studiesin Sabah?

16 A. Yes, | believe that they

17 were undertaken by Shell Deepwater
18 Services.

19 Q. Thereferenceto KBB-3,

20 could you explain that for me, sir?

21 A. KBB-3 from the context and
22 from my reading would seem to be awell
23 which has been drilled which has

24  demonstrated the presence of oil.

25 Q. Doyou have any familiarity

Case 3:04-cv-00374-JAP-JJH Document 345-10
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0223

1 JOHN C. DARLEY

2 with that separate and apart from the
3 referencein this document?

4 A. lrecdlitinvery generd

5 terms, but not in sufficient detail to

6 beableto comment.

7 Q. If you can go down now to

8 the hyphen that appears beneath that

9 sentence, there's discussion of the

10 Brazil portfolio. Thereisareference
11 hereto BS-4 and it just having passed
12 VAR 2. WasBS-4 one of the projects
13 that was acquired from Enterprise, do
14 you recal?

15 A. I'msorry, | don't recall.

16 | don't believe so because | think the
17 work was going on before the Enterprise
18 acquisition. Sol think it was already
19 inthe portfolio before that.

20 Q. And by portfolio you're

21 referencing Shell's portfolio?

22 A. IntheBrazil portfolio that

23 isreferred to here.

24 Q. How about BC-10, was that
25 part of the Shell portfolio or was that
0224

1 JOHN C. DARLEY

2 acquired as part of the Enterprise

3 acquisition?

4 A. No, I think that was also an

5 earlier exploration block.

6 Q. Withregardtothe VAR 2s

7 that are referenced for BS-4 and BC-10,
8 doyourecal if SDSwasinvolvedin
9 thosereviews?

10 A. | don't recall, but the way

11 that our work structure was set up SDS
12 would beinvolved, yes.

13 Q. Now | realize you can't

14  speak specifically since you said you
15 don't recall about these two projects,
16  but could you describe typically how
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17 SDS, or SDSsinvolvementinaVAR
18 review?
19 A. Ina?
20 Q. V-A-R.
21 A. InaVARreview?
22 Q. Rignt.
23 A. Okay. First | think we need
24  to understand the VAR process before we
25 cantalk about the involvementina VAR
0225

1 JOHN C. DARLEY

2 review. So the value assurance review

3 process goes through a number of stage
4  gates, one, two, three and four. And

5 these are on the path from initial

6 exploration discovery of ahydrocarbon
7 accumulation through the identification
8 of an opportunity through the selection

9 of possible development options through
10 the development of afield development
11 plan and then finally to investment

12 decision. Those are the stage gates of
13 the VAR process.

14 In connection with the

15 projectsthat we're talking about here

16 or any other projects, VAR 2isa

17 milestone on that -- in that stage gate

18 process. The preparation of the work
19 for any of those VARs would be done by
20 astudy team, a development study team,
21 and SDSwould be -- would be involved
22 inthat work. So it may be exploration
23 -- sorry, ageological definition,

24  assessment of the opportunitiesto

25 produce and develop the accumulation,
0226

1 JOHN C. DARLEY

2 estimation of production forecasts and

3 soon.

4 Q. SDSsinvolvement inthe VAR
5 process, was that limited to deepwater

6 projects?

7 A. I'msorry, | should have
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perhaps distinguished. So SDS was not

-- when you say involvement in the VAR
process, so the VAR review is
undertaken by an independent group, so
the independent group will look at the
work that has been done in connection
with these fields and will assess then
the readiness to proceed to the next
stage gate.

So SDS'sinvolvement will be
in the preparation of the work as|
described. The value assurance review
team will then review that work from
SDS and make recommendations as to the
maturity or the need for additional
work or the missed opportunities,
etcetera.

So SDSisof courseinvolved

JOHN C. DARLEY
because they respond to the inquiries
of the review team, but they are not
involved, if you like, in that they are
running the value assurance review.

Q. Thank you.
MR. FERRARA: Take ashort
break?
MR. MacFALL: Sure, why
don't we do that.

THE VIDEO OPERATOR: Well
go off the record, 4:01, tape 3.

(A recess was taken.)

THE VIDEO OPERATOR: We're
back on the record, it's 4:18, tape 3.

MR. MacFALL: May | have
that marked, please.

(Darley Exhibit 10 for
identification, Bates stamped RIW
00761791 through 761795.)

Q. Mr. Darley, you'vejust been
handed a document marked for
identification as Darley Exhibit 10. |
ask you to take alook at that, sir,
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25 andtell meif you recognizeit.

0228

1 JOHN C. DARLEY

2 A. Yes, | do.

3 Q. Mr. Darley, what isthis

4 document?

5 A. Thedocument isan emall

6 from Rob Willisto myself dated -- I'm
7 looking for the date which I'm

8 struggling to see to be quite honest.

9 Q. | actualy don't seeit here

10 either, sir.

11 A. That'swhatitis.

12 Q. Okay.

13 A. SolI'mnot quite sure when
14 it was-- when it was sent. Regarding
15 PDO studies and a briefing note.

16 Q. Wetdked alittle bit

17 earlier, or actually throughout the day
18 about the SEPTAR studies at PDO.
19 A. Yes

20 Q. Okay. Beforewe get down to
21 theemall itself, could you identify

22  Mr. Willisfor me?

23 A. Yes, Rob Willisworked in
24  one of theteamsin SEPTAR, in

25 Rijswijk.

0229

1 JOHN C. DARLEY

2 Q. DidMr. Willisdo work in

3 connection with PDO?

4 A. Yes hedid.

5 Q. Okay. I'dlike now to

6 direct your attention to the body of

7 theemail. If you go down acouple of
8 sentences-- I'msorry. If you go down
9 past the "Regards, Rob," the first part

10 of it, you'll seeit says closed out

11 studiesand it's underscored. Do you

12 seethat, sir?

13 A. Yes, | do.

14 Q. The document references

15 three SEPTAR studiesin connection with
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Case 3:04-cv-00374-JAP-JJH Document 345-10

various fields, the first of whichis
Al Burj. Do you recall that study,
Sir?

A. No, I'm sorry.

Q. Nextto Al Burj it says
"Implement WI." Am | correct that that
stands for water injection?

A. That would be correct.

Q. Afterthat it states"Plus
reserves booking" and there'sa

JOHN C. DARLEY

parenthetical 2.3MMm3, close paren. Do
you know what that referenceisto,
sr?

A. | don'tI'm afraid, no.
Q. The next study or the next

project reference is the Karim West
field. Do you seethat, sir?

A. Yes, | do.

Q. Areyou familiar with that
project?

A. No.

Q. A couplelinesdownisthe
Harweel Cluster, which is stated twice.
Areyou familiar with the study
involving that project, sir?

A. Yes, I'm more familiar with
that. That was arather unique study.

Q. And could you describe that
for me, Sir.

A. Yes, the Harwed Cluster is
a deep high pressured accumulation in
the south of Oman which required
particularly -- particular technology
to -- to allow the hydrocarbons to be

JOHN C. DARLEY

devel oped.

Q. Do you recall who was

involved in that study? By that | mean
the specific individuals.

A. No, I'msorry, | don'. |
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7 don't recal that.

8 Q. Do you recall which office

9 of SEPTAR wasinvolved in that study?
10 A. No, | dont't.

11 Q. The next portion of that

12 document is captioned " Status of

13 current studies." Do you see that,

14 sir?

15 A. Yes | do.

16 Q. Thefirst sentence says"The
17 ongoing SEPTAR (AGI/H) PDO studies are
18 ontrack" and then continues. My first
19 question, the denomination AGI/H does
20 that refer to the Houston office of

21 SEPTAR?

22 A. Yes, | think it does.

23 Whether -- yes, AGI/H wasthe -- AGI
24 wastheindicator for the totality of

25 thestudy group. I'm sorry that |

0232

1 JOHN C. DARLEY

2 can't confirm that AGI/H would be the
3 Houston office. It'slikely, but |

4  can't say more than that.

5 Q. Okay. Well the sentence, or

6 the document then continues referencing
7  specific projects.

8 A. Yes

9 Q. Oneof whichisLekhwair

10 which we discussed earlier?

11 A. That'sright, yes.

12 Q. Doesthat help youinterms

13  of ascertaining whether or not the

14 reference hereisto the Houston

15 office?

16 A. Notrealy, and that was the

17 reason for my hesitation. Because |

18 didn't think that those other studies

19 weredonein Houston, and there are a
20 list of studiesthere. | could be

21 wrong because it's along time ago, but
22 that'swhy | didn't recall that all

23  those studies were done in Houston.
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24 Q. Let'sgo through the

25 projectsthat are identified.

0233

1 JOHN C. DARLEY

2 Mukhaizna, are you familiar with that
3 project?

4 A. Yes

5 Q. Okay. And could you

6 describe the study that was conducted
7 inconnection with that project?

8 A. Yes. That wasa part one of

9 those enhanced oil recovery studies
10 that | mentioned earlier. Andthat'sa
11 little bit the reason for my hesitation
12 because alarge part of that work was
13  definitely donein Rijswijk. That

14  there were elements of it donein

15 Houstonis probably correct, but also a
16 large part was done in Rijswijk.

17 Q. With respect to --

18 withdrawn.

19 The next project identified

20 isRahab. Do you seethat, sir?

21 A. Yes

22 Q. Areyou familiar with that

23  project?

24 A. No.

25 Q. Wevetaked about Lekhwair.
0234

1 JOHN C. DARLEY

2 Doyou recal -- withdrawn.

3 Was that also an EOR study?

4 A. Lekhwair was not, no.

5 Lekhwair was a conventional recovery
6 study, if you like.

7 Q. And could you please explain
8 for mewhat you mean by conventional
9 recovery study?

10 A. It did not involve enhanced
11 oail recovery techniques.

12 Q. Would that have been one of
13 the studies we discussed earlier that
14  wereintended to increase productivity
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15 over the short term at PDO?

16 MR. TUTTLE: Objectionto
17 form; characterization.

18 A. Not necessarily, because the
19 nature of awater injection study,

20 conventional improved recovery study,
21 alsorequires quite some lead time

22 beforeitisimplemented. In other

23 words, it isn't aguestion of ssmply

24  doing a study and then you will improve
25 recovery. You then will need to make
0235

1 JOHN C. DARLEY

2 theinvestmentsin water injection

3 facilities, pumps, flow lines, pipes,

4 etcetera. Soyes, it will give

5 improved recovery and improved

6 production performance, but over a

7 longer time frame than we were speaking
8 of thismorning.

9 Q. And Lekhwair was awater

10 injection project, sir?

11 A. Yes, it wasawater

12  injection project.

13 Q. Thenext project specified,

14 Al Huwaisah, are you familiar with that
15 one, sir?

16 A. I'mnot -- I'm familiar with
17 thefield. I'm not familiar with this
18 project.

19 Q. And by project, are you

20 referring to the specific study that

21  was conducted?

22 A. Thislist year here, yes.

23 Q. The next one shown is Amin?
24 A. Again, | know of thefield,

25 but | don't know what the work wasin
0236

1 JOHN C. DARLEY

2 connection with this particular list.

3 Q. Okay. And the next field,

4  Nimr G?

5 A. Similarly.
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6 Q. And how about the last one?

7 A. And Zauliyah, I'm aware of

8 thosefields, | know they are Oman

9 fields. | have no recollection of the

10 work that was done in SEPTAR on those
11 particular fields.

12 Q. The next sentencein that

13  paragraph indicates that there was

14 what's referred here to as an ongoing
15 effort to roll interim results back

16 into PDO's program. Do you know what
17 thatisinreferenceto, sir?

18 A. Yes. Eachyear PDO would
19 put together an annual program of

20 activity, investment activity,

21 including drilling activity, and asa

22  result of studies, it is sometimes

23 possibleto adjust that program to take
24  advantage of results of studiesand in
25 the short term not complete the

0237

1 JOHN C. DARLEY

2 implementation, but begin the

3 implementation of some of these

4 recommendations.

5 Q. Thelast sentencein that

6 paragraph states, "Quick wins

7 identified" and the referenceisthe

8 Aminfield. Do you seethat, sir?

9 A. Yes | do.

10 Q. Do you recall whether or not
11 -- well, withdrawn. What is, if you
12 know, the reference to quick wins?

13 A. | don't know.

14 Q. Okay.

15 A. But inthe parentheses here

16 you see Amin 500 meter cube per day
17 risked gainsand | can then assume that
18 aquick win is defined by the 500 meter
19 cube per day.

20 Q. The"quick," doesthat

21 refer, do you know, to production or
22 recovery?
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23 MR. TUTTLE: Objectionto

24  form.

25 A. This, whenyou seea

0238

1 JOHN C. DARLEY

2 definition of cubic meters per day,

3 thatisrate, production rate, and

4  thereforeit is aproduction measure.

5 Q. The next paragraph indicates

6 that aportfolio review of PDO fields

7 wasto be completed by June 2002. Do
8 you seethat, sir?

9 A. Yes | do.

10 Q. It references the assignment
11  of three SEPTAR staff to that project.
12 Doyourecdl if SEPTAR staff werein
13 fact assigned to the conduct of that

14  portfolio review?

15 A. | don't recal this

16 particular one. | think we discussed
17 earlier today that there have been

18 reviewsdone where SEPTAR staff were
19 involved. Whether that's this

20 particular onel just don't know.

21 Q. Andwhat we had discussed
22 earlier today, that was the STOIIP and
23 reservesreview; isthat correct?

24 A. The STOIIP and reserves

25 review was the one we discussed earlier
0239

1 JOHN C. DARLEY

2 today.

3 Q. Thelast sentencein that

4  paragraph indicates that the review

5 will amto create afunnel schematic

6 andthenit goeson. Couldyou

7 describe for mewhat that is, sir?

8 A. Yes. A funnel schematicis

9 atime chart to show over which period

10 activities, studiesin this particular

11 case, will be undertaken.
12 Q. Doyou recdl if the STOIIP
13 and reservesreview that we discussed a
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14  little bit earlier today actually had

15 information regarding the timing of the
16 variousstudiesat PDO?

17 A. I'msorry, | just don't

18 recall.

19 Q. That'sfine. I'dlikeyou

20 now to go down to the bottom of the
21 page. Thelast caption at the bottom
22  of the page says start-up of new

23 studies. Do you seethat, sir?

24 A. Yes

25 Q. Thefirst sentence beneath
0240

1 JOHN C. DARLEY

2 that caption references the Marmul a

3 Khalatafield project.

4 A. Yes

5 Q. Areyou familiar with that

6 project, Sir?

7 A. No, not in thistime frame.

8 Again, I'm quite familiar with the Oman
9 fiddand| know the Marmul a Khalata
10 field, but | don't recall the details

11  of this project in this time frame.

12 Q. | takeit then that you are

13 unfamiliar with the SEPTAR personnel
14 that were involved in that project; is
15 that correct?

16 A. That'scorrect.

17 Q. How about the second

18 paragraph under that caption references
19 aNatih framing exercise. Do you see
20 that, sir?

21 A. Yes | do.

22 Q. Areyou familiar with the

23  Natih project?

24 A. Again, notinthistime

25 frame, no.

0241

1 JOHN C. DARLEY

2 Q. Beneaththat isNatih B

3 thermal conduction project. Areyou

4 familiar with that project, sir?
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5 A. Yes | an. Itwasarather

6 unusual project and therefore | do

7 recall that one.

8 Q. Did SEPTAR perform work in
9 connection with that project?

10 A. Yes, | believethey did.

11 Q. Could you please describe

12 thework performed by SEPTARin
13  connection with that project?

14 A. Thisisatherma conduction
15 project which isaproject to assess

16 the opportunity to heat the rock and
17 thefluidintherock whichis

18 extremely heavy ail, and to test

19 whether or not such heating would expel
20 the heavy hydrocarbon and allow it to
21  beproduced so it's arather -- that's

22 why | remember it. It'sarather

23 unusua approach, and that work was
24 undertaken by SEPTAR.

25 Q. Doyourecal who at SEPTAR
0242

1 JOHN C. DARLEY

2 undertook that work?

3 A. No, | don't recall who.

4 Q. Do you recall which office

5 wasresponsible for that study?

6 A. Yes, that -- that work was

7 donein the Houston office because

8 that'swhere that expertise was vested.
9 But by nature of that particular work,
10 thisisvery embryonic kind of

11 research, so it would be, if you like,
12  testing whether or not this technique
13 might at al ever in the next 50 years
14  become viable in the case of the Natih
15 Breservoir. Soit had littleto do

16  with the short term production gains
17 that you were speaking of earlier and
18 theissuesin Oman. Thiswas-- this
19 wasreally thelong term basic research
20 into long-term opportunities.

21 Q. I'dlike now to direct your
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22  attention to the second page of the

23  document. The paragraph appearing at
24  thetop of the page basically indicates

25 -- wdll, withdrawn -- states"As SEPTAR

0243

1 JOHN C. DARLEY

2 staff close-out ongoing studies, the

3 planistoroll them onto the next

4  studies." Do you recall approximately

5 how many SEPTAR staff wereinvolved in
6 theconduct of the studies referenced

7 hereor the planned studies?

8 A. No, | don't recall that.

9 Q. The next sentence reads, "We
10 aretherefore available to pick up the

11 next tranche of studiesin July (AGH)
12 and October (AGI)." The denomination
13 here appearsalittle bit different,

14 there'sno slash, it'salso not AGI/H,

15 butisthe AGH areference to Houston,
16 doyou know?

17 A. Yes. Andthis--thisis

18 now more familiar to me. And my

19 recollection wasthat AGH was a

20 denomination of the Houston-based group
21 and AGI was the denomination of the
22 Rijswijk-based group. So | think

23 earlier when we saw AGI/H it referred
24  tothe activities of both groups and

25 not uniquely to the Houston group, and
0244

1 JOHN C. DARLEY

2 that'swhy my conclusion about those

3 studies being done in Houston now

4 becomesalittle clearer. It wasn't an

5 indication that those were al studies

6 donein Houston, it was simply those

7 werethe studies done for Oman between
8 thetwo groups, AGH and AGI.

9 Q. Okay. And hereit'syour

10 understanding based on what you just
11 stated that the July studies would be
12 performed by the Houston office of
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13 SEPTAR, or at least that was planned,
14  and the October studies by the
15 Rijswijk?
16 A. That'swhat | read.
17 MR. TUTTLE: Objectionto
18 form.
19 A. That'swhat | read inthis
20 note.
21 Q. Do you specificaly recall
22 that happening?
23 A. No, | dont't.
24 Q. I'dlike now to direct your
25 attention to the second paragraph
0245

1 JOHN C. DARLEY

2 appearing on that page, specifically

3 thefourth line down at the very end of
4  that paragraph, the fourth line you'll

5 seereferenceto Paul Mann, RBA. Do
6 you seethat, sir?

7 A. Yes, | do.

8 Q. Anditindicatesthat Mr.

9 Mann was attempting to identify SEPTAR
10 staff who could possibly work on this
11 initiative and that initiativeisa

12 reservoir management FRD. The

13  paragraph goes on to discuss the issue
14  being in part one of availability of

15 high quality SEPTAR staff. First, with
16 respect to that specific project, the

17  reservoir management FRD, do you recall
18 that work being performed at PDO?
19 A. No, I'msorry, | don't -- |

20 don't recall it.

21 Q. Whatisan FRD?

22 A. We spoke about it earlier

23 today, it was afocused result delivery
24  exercise in which aparticular area of
25 the business would be subject to

0246

1 JOHN C. DARLEY

2 businessimprovement assessment.

3 Q. Doyou recal if there was
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4 anissue-- withdrawn.

5 Were there any problems

6 supplying all of the SEPTAR, qualified
7 SEPTAR personnel required to work at
8 PDO?

9 A. Over thistime period?

10 Q. Yes

11 A. Which| takeit to be 2002,

12 even though we couldn't see the date on
13 theemail. Resourcing study team

14  activity reflects a constant allocation

15 of resources against demand

16 requirements. We did not work with

17 dedicated full-time teams assigned

18 uniquely to PDO, for example. We

19 worked with alarge group of people who
20 were working on the reservoir studies.
21 So the constant optimization

22  that isrequired isto resource one

23 particular study versus another study.
24  And that tension, if you like, or the

25 challenge that you seereferred to here
0247

1 JOHN C. DARLEY

2 issomething that is alwayswith a

3 study group. You don't have people

4  ditting on the bench waiting to go --

5 togoanddo astudy.

6 So you are always required

7 tofind staff to -- to work on this one

8 asagainst another piece of work.

9 Q. With respect to the physical

10 location of the work that was performed
11  inconnection with the PDO studies, was
12 that work performed at the various

13 SEPTAR officesor at the PDO?

14 A. Both, both. Wewould -- we

15 would deploy people to Oman for some of
16 thiswork, but agreat majority of it

17 would have been donein Rijswijk |

18 believe, with the exception of those

19 studiesthat we mentioned that would be
20 donein Houston.
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21 Q. Could you generally explain
22 for methe difference between, if any,
23  thetype of work that was actually done
24 ondite at the PDO versus that work
25 doneback at SEPTAR's offices?
0248

1 JOHN C. DARLEY

2 A. Thework that would be done
3 in Oman would be typically hands-on
4 kind of work, so going to the field to

5 identify opportunities to change the

6 setup of the production system, or to

7  assess the opportunity to optimize flow
8 through the pipelines and flow line

9 gystemswhich typicaly will require
10 datato be gatheredin thefield and

11 adviceto be given to staff in the

12 field. Inthoseinstances clearly

13 SEPTAR staff would go to Oman.

14 The work that was donein

15 Rijswijk and in Houston would be study
16  work where the data would be provided,
17 and that would be subsurface data,

18 geological data, for example, which
19 would then be interpreted in the study
20 teamsand the results of that work
21 would then be communicated to the
22  operator. Don't forget thiswork is
23  aways done on behalf of the operator.
24  PDO, inthis particular instance, is
25 awaysthe party that requests and
0249

1 JOHN C. DARLEY

2 fundsthe activity of the study team.

3 SEPTARisnot of themselves deciding
4  which studiesto do. They're decided

5 by Oman.

6 So when the work isdonein

7 Rijswijk or in Houston then the results
8 of that work are again communicated in
9 Oman and the teams or representatives
10 of theteamswill often go to Oman to
11  present the results of their work back

Filed 10/10/2007

Page 151 of 275

file:///CJ/Documents¥20and%20Settings/daustin/Desktop/Deposition%20T ranscripts/111606jdarley.txt (151 of 160)9/18/2007 4:02:26 PM



file:///CJ/Documents¥20and%20Setti ngs/dausti n/Desktop/Deposition%20T ranscripts/ 111606jdarl ey .txt
Case 3:04-cv-00374-JAP-JJH  Document 345-10  Filed 10/10/2007  Page 152 of 275
12  to the commissioning operating unit.

13 Q. Now, with regard to the data
14 that was analyzed by the study teams at
15 the SEPTAR offices, who provided that
16 datato those study teams?

17 A. Thedatawould usualy be

18 acquiredin, amost exclusively

19 acquiredin Oman. So the PDO, the

20 operating company would supply the
21 data

22 Q. If you go down to the next

23 tolast caption on that page, planning/
24  process, thereis areference here,

25 "PDO (Lamki)." Do you know what that

1 JOHN C. DARLEY

2 referenceistothere, sir?

3 A. Yes

4 Q. Couldyou please explain it

5 tome?

6 A. Mr. AbdullaLamki wasthe
7 technical manager in Oman.

8 Q. The paragraph goeson to

9 datethat he'srequested SEPTAR

10 studieseffort of some 38 personstill
11 mid-2003, then it indicates then

12 ramping down to around 10. Do you
13 recdl if 38 SEPTAR employees were
14  actually involved in studies of PDO
15 during this time period?

16 A. | don't recall whether that

17  precise number was -- was involved, but
18 of that order was certainly involved,
19 vyes

20 Q. Okay. If you go down to the
21  bottom of the paragraph, the next to
22  last sentence references PDO asset
23 teams. Do you seethat, sir?

24  Actudly, | guessit's not the next to
25 thelast, it'sthe third from last.

0251
1 JOHN C. DARLEY
2 A. Yes
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3 Q. Directly requesting SEPTAR

4  support. Could you explain, if you

5 know, what kind of support SEPTAR would
6 provideto PDO asset teams?

7 A. Yes. Thekind of support

8 that | mentioned earlier. Soin Oman

9 asset teamslooking after either the

10 northern or central or southern assets
11 in Oman may identify problemsin

12 production performance, for example,
13 and they would be aware that there was
14  expertisein Rijswijk that would be

15 available to help them solve that

16 problem and they would request it of
17 the SEPTAR organization.

18 Q. The next sentence references
19 PDO'srequest for a"focus (controlled)
20 effort in terms of SEPTAR technology
21 thrustsinto PDO." Do you know what
22 that'sareferenceto, sir, what that

23 means?

24 MR. TUTTLE: Object to form.
25 A. Thisrelatestothe

0252

1 JOHN C. DARLEY

2 deployment of technology as opposed to
3 study work in-- in Oman. And you see
4  later on Stuart Evans, whose name we

5 mentioned earlier today, would liaise

6 with Keith Eastwood and Keith Eastwood
7  wasthe businessinterface manager for
8 Oman, to make sure that the transfer of
9 technology was as smooth and effective
10 aspossible. Andwhat iscalled herea
11  seamlessteam concept was discussed
12 whereby representatives from PDO and
13 from SEPTAR would work jointly to
14 identify which technologies would add
15 vaue and make sure that they were

16 deployed as effectively as possible.

17 Q. Thetechnologiesthat were

18 under consideration for deployment at
19 PDO, were those technol ogies devel oped
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20 by SEPTAR?

21 A. Not uniquely. There may

22 aso bethird party technologies. The
23 roleof SEPTAR wasindeed inits R&D
24  form to research new technologies, but
25 itwasalsoto provide advice on
0253

1 JOHN C. DARLEY

2 developmentsin the industry which may
3 beof benefit to companieslike PDO.

4  That advice would also be given.

5 Q. I'msorry, | believeyou did

6 testify about thisearlier, | just

7 don'trecall theanswer. The R&D group
8 at SEPTAR, where were they physically
9 located?

10 A. Therewere groups bothin

11 Rijswijk aswell asin Houston.

12 Q. Do you recall which of those
13 -- withdrawn.

14 Do you recall if technology

15 from SEPTAR was actually provided to
16 PDO during this time period pursuant to
17 thisrequest?

18 A. Yes, it most certainly was.

19 Q. Doyou recal specifically

20 what kinds of technology?

21 A. Oh, arange of technologies

22 were provided. For example, tubulars
23 which were allowed to expand to allow
24  oil production was one technology that
25 was provided successfully to PDO.
0254

1 JOHN C. DARLEY

2 Technologiesto interpret the

3 subsurface seismic data were provided
4 to Oman. There were alarge range of

5 technologies provided.

6 Q. Werethose technologies

7 primarily related to the increasein

8 production over the short term?

9 MR. TUTTLE: Objectionto

10 form.
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A. Somewere. Somewere, if
you look at technologies for the
subsurface interpretation there will
typically be for longer term gain.
Technologies which look to increase
production in the short term would
indeed satisfy that request, but a
range of technologies were being
provided for short term, medium term
and longer term application in Oman.

Q. AndI'm sorry, do you recall
that actually happening in the case of
PDO?

A. Yes

MR. TUTTLE: Object to form.

JOHN C. DARLEY

A. l'vegiven--I'vegivena
couple of examples of the technologies
and there were many more.

Q. Thelast caption appearing
on that pageisareferenceto -- well,
it states MOG. Do you know what that
refersto, sir?

A. It'sthe Ministry of Oil and
Gas.

Q. The document indicates that
technical advisors from the Ministry of
Oil and Gas were involved in study
milestone visits both in PDO and
SEPTAR. Do you recall that occurring,
Sir?

A. No, I'm sorry.

Q. The document concludes that
those individuals were comfortable with
SEPTAR's effort to date. Do you recall
receiving that feedback from the
Ministry of Oil and Gas at or about
thistime?

MR. TUTTLE: Object to form.

A. | don't recall conversations

JOHN C. DARLEY
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2 with the Ministry of Oil and Gas at

3 this-- at thistime.

4 Q. Doyou recal getting

5 feedback from anybody who did have

6 communications with individuals at the
7 Ministry of Oil and Gasin Oman

8 concerning their opinion of SEPTAR's

9 efforts?

10 A. | had anumber of contacts

11 with the Ministry of Oil and Gas as

12  director of EPT over thisperiod. Andin
13 some of those circumstances -- some of
14  those discussions we reviewed the work of
15 SEPTAR, and on some occasions there were
16 issuesraised, understandably, and

17 addressed. But by and large, at this

18 timel think as the note suggests here,

19 thework was appreciated in Oman and by
20 the Ministry of Oil and Gas.

21 Q. Wasthat actually conveyed

22 toyouin someway by officials from

23  the Oman Ministry of Oil and Gas?

24 A. Areyou talking about this

25 timein particular?

0257

1 JOHN C. DARLEY

2 Q. Or at any time.

3 A. Okay. At any timethe

4 method of communication would be my own
5 meetings with the minister of oil and

6 gasin Oman.

7 Q. Doyourecdl at any time

8 individualsfrom the Ministry of QOil

9 and Gas conveying to you an opinion

10 with regard to the effort expended at

11 PDO by SEPTAR?

12 A. Yes

13 Q. Okay. Couldyoutel me

14  when the -- that expression --

15  withdrawn.

16 When did that communication

17 occur?

18 A. Therewere annual reviews
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19  with -- with PDO, between PDO and

20 mysaf and EPT in which we would review
21 progress and plans for the study work
22  that was undertaken, and during some of
23  those reviews comments were made asto
24  the appreciation or otherwise of the

25 work that was being donein SEPTAR on
0258

1 JOHN C. DARLEY

2 behaf of PDO.

3 MR. MacFALL: Why don't we

4  adjourn for the day. We can pick up

5 tomorrow morning.

6 THE VIDEO OPERATOR: Well
7 gooff therecord. It's4:51. Thisis

8 theend of tape 3, Volume 1.

9 (Time noted: 4:51 p.m.)

10

11

12

13 JOHN C. DARLEY

14

15 Subscribed and sworn to before me

16 this day of , 2006.

17

18

19

20

21

22

23

24

25

0259

1

2 STATE OF NEW YORK ) Pg_of Pgs
3 Ss:

4 COUNTY OF NEW YORK )

5 | wish to make the following changes,
6 for the following reasons:

7 PAGELINE

8 _____ CHANGE:

9 REASON:
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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:
0260
1
2 CERTIFICATE
3 STATE OF NEW YORK )
| SS.
4 COUNTY OF NEW YORK )
5 |, GAIL F. SCHORR, a Certified
6 Shorthand Reporter, Certified Realtime
7 Reporter and Notary Public within and for
8 the State of New Y ork, do hereby certify:
9 That JOHN C. DARLEY, the witness
10 whose deposition is hereinbefore set forth,

was duly sworn by me and that such
deposition is atrue record of the testimony
given by the witness.

| further certify that I am not
related to any of the parties to this action
by blood or marriage, and that | amin no
way interested in the outcome of this
matter.

IN WITNESS WHEREOF, | have
hereunto set my hand this__ day of

, 2006.

GAIL F. SCHORR, C.SR., C.R.R.
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DESCRIPTION

EXHIBITS

(Darley Exhibit 1 for 32 16
identification, email from

Ms. VanBaren to

distribution.)

(Darley Exhibit 2 for 51 25
identification, Bates

stamped Darley 0020 through

0031.)

(Darley Exhibit 3 for 7 25
identification, Bates

stamped RIW 00221173 through
221180.)

(Darley Exhibit 4 for 94 8
identification, Bates

stamped RIJW 00650711 through
650720.)

(Darley Exhibit 5 for 146 16
identification, Bates

stamped RJW 00301261 through
00301265.)
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(Darley Exhibit 6 for 156 21
identification, Shell Brasil

EP technology plan.)

(Darley Exhibit 7 for 166 17
identification, Bates

stamped RIJW 00321848 through
00321850.)

(Darley Exhibit 8 for 195 12
identification, Bates

stamped DB 29248 through

29409.)

(Darley Exhibit 9 for 211 19
identification, visit note.)

(Darley Exhibit 10 for 227 18

identification, Bates
stamped RJW 00761791 through
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1

2 INTHEUNITED STATESDISTRICT COURT
3 DISTRICT OF NEW JERSEY

R e EEEEEEEEEEEEEEER R X
5 IN REROYAL DUTCH/SHELL TRANSPORT Civil Action No.
SECURITIES LITIGATION, 04-3749 (JAP)
6 Consolidated Cases
A R EEEEEEEEER R X
8 November 17, 2006
9:32 am.
9
10

11  Videotaped Continued Deposition of JOHN J. DARLEY,
12 taken by Plaintiffs, pursuant to notice, at the
13 officesof LeBoeuf, Lamb, Greene & MacRae, LLP,
14 125 West 55th Street, New York, New Y ork, before
15 SUZANNE PASTOR, a Shorthand Reporter and Notary
16 Public within and for the State of New Y ork.
17
18
19
20
21
22
23
24
25
0264
1
2 APPEARANCES:
3 BERNSTEIN, LIEBHARD & LIFSHITZ, LLP
Attorneysfor Lead Class Plaintiff
4 10 East 40th Street
New York, New York 10016

BY: TIMOTHY MacFALL, ESQ.
6 AND: LAURA K. HUGHES, ESQ.
AND: JEFFREY M. HABER, ESQ.

o ~

DEBEVOISE & PLIMPTON, LLP
Attorneys for Royal Dutch/Shell Transport
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555 13th Street, Northwest

Washington, D.C. 20004

BY: JONATHAN TUTTLE, ESQ.
AND: LORI WAGNER, ESQ.
_and_
LeBOEUF, LAMB, GREENE & MacRAE, LLP
1875 Connecticut Avenue, Northwest
Washington, D.C. 20009
BY: RALPH FERRARA, ESQ.

APPEARANCES OF COUNSEL (CONTINUED)

HUGHES, HUBBARD & REED, LLP
Attorneys for PriceWaterhouseCoopers
One Battery Park Plaza
New York, New Y ork 10004-1482

BY: SAVVASA.FOUKAS, ESQ.

HOGAN & HARTSON, LLP
Attorneys for KPMG Accountants NV
875 Third Avenue
New York, New Y ork 10022

BY: NICHOLAS CORSON, ESQ.
FOLEY & LARDNER, LLP
Attorneys for Judith Boynton
777 East Wisconsin Avenue
Milwaukee, Wisconsin 53202-5306

BY: REBECCA E. WICKHEM, ESQ.
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14

15 MAY ER, BROWN, ROWE & MAW, LLP

Attorneysfor Sir Philip Watts
16 1909 K Street, N.W.

Washington, D.C. 20006-1101

17

BY: ADRIAEN M. MORSE, JR.
18 AND: SHARAN E. LIEBERMAN, ESQ.
19
20
21

ALSO PRESENT:

22

NICO MINERVA, Grant & Eisenhofer
23
24
25
0266

JOHN J. DARLEY
THE VIDEOGRAPHER: Today'sdateis
November 17th, 2006. Thetimeis9:32. Thisis
the continuation of the deposition of Mr. Darley,
tape 4, volume 2.
JOHN J. DARLEY,

resumed, having been previously duly sworn, was
examined and testified further as follows:
CONTINUED EXAMINATION
10 BY MR. MacFALL:
Q. Good morning, Mr. Darley.
12 A. Good morning.
13 Q. Mr. Darley, inyour capacity asthe
14 head of EPT, did you have occasion to make
15 analysts presentations on behalf of Shell?
16 A. Yes | did.
17 Q. What was the purpose of those analyst
18 presentations?
19 A. The purpose was to explain therole
20 that technology, Shell's technology and
21 capability, in terms of support to the business
22 to explain to the analyst community how our
23 leading edge technol ogies would enable Shell to
24 take positions, to develop fields, to be
25 effective as abusiness in which investments

©CoooO~NOOLPA~WNPE

[EEY
=

file:///CJ/Documents¥%20and%20Setti ngs/daustin/Desktop/ Deposition%20T ranscripts/111706jd.txt (3 of 116)9/18/2007 4:02:35 PM



file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111706j d.txt

0267

1
2
3
4
5
6
7
8
9

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

Case 3:04-cv-00374-JAP-JJH  Document 345-10 Filed 10/10/2007

JOHN J. DARLEY
would be successful.

Q. Werethose presentations made in
Europe as well as the United States?

A. Yes, they were.

Q. Do you recall approximately -- this
Is somewhat difficult, approximately how many
presentations you made during the period
2001-20047

A. Vey approximately, in the order of
fiveto ten.

(Darley Exhibit 11 for
identification, E-mail from Mr. Darley and
Attached A.G. Edwards Analyst Report.)

Q. Mr. Darley, you've just been handed a
document that has been marked for identification
as Darley Exhibit 11. I'd like you to take a
look at it, sir, and tell meif you recognize
it.

A. | recognizethee-mail. | don't
recall seeing it before. The attachment isa
report from A.G. Edwards, which | don't recall
seeing before at all.

Q. Doyou recall speaking at --
withdrawn.

0268
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JOHN J. DARLEY

For the record, the document isan
e-mail from you to Mark Leonard and Barry Knight,
cc'd to various individuals, dated September 22,
2002. The subject is"forward A.G. Edwards
analyst meeting." That e-mail forwards an e-mall
from David Sexton to you, again, concerning the
A.G. Edwards analyst meeting.

Could you identify Mr. Sexton for me,
Sir?

A. Mr. Sexton at that time | think was
responsible for investor relations in the United
States.

Q. I'dliketodirect your attention to
the first paragraph of the e-mail from Mr. Sexton
beginning with the words "again, my thanks." In
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Case 3:04-cv-00374-JAP-JJH  Document 345-10  Filed 10/10/2007
that sentence Mr. Sexton thanks you for agreeing

to speak at the A.G. Edwards conference in
Boston.
Do you recall speaking at that

conference, Sir?

A. Yes, | do.

Q. Did Mr. Sexton invite you to speak at
that conference?

A. | don't recall whether it was

0269
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JOHN J. DARLEY
Mr. Sexton personaly or whether it came via
another source, to be quite honest.
Q. Doyourecal if you were provided
with any guidance asto the topicsto be
discussed at that A.G. Edwards conferencein
Boston?
A. | don'trecal.
Q. I'dlikeyou to turn the page, sir,
and direct your attention to the attachment,
which isan A.G. Edwards analyst report dated
September 19th, 2002. According to the covering
e-mail from Mr. Sexton, thisis areport that
resulted from the talk you gave at the A.G.
Edwards conference.

A. Yes

Q. If youlook, sir, at the text of the
report, you'll see the caption "The original
pioneer of the Deepwater." Do you see that,
Sir?

A. Yes, | do.

Q. Do you recall speaking about Shell's
Deepwater activities at that conference?

A. | don't recall exactly what | spoke
of at this conference, but in my capacity as

0270
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JOHN J. DARLEY
director of EPT, | spoke on the Deepwater area at
anumber of conferences.

Q. What was the purpose of your
discussions concerning Shell's Deepwater
activities at those various conferences?

A. It wasto explain Shell's capability
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in the development of Deepwater fields.

Q. Wasthat capability something Shell
was attempting to highlight for the investing
market?

MR. TUTTLE: Objection to form.

A. Interms of these analyst
presentations, there were always a number of
aspects of capability which we try to explain to
the analyst community. Capability in Deepwater,
capability in well engineering, capability in
subsurface interpretation. All of these aspects
would be important we believe from a
technological perspective in helping the analyst
community understand the nature of our technical
business.

Q. The Deepwater capability that's
discussed in the A.G. Edwards report, was that
specifically referring to the activities of SDS?

0271
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JOHN J. DARLEY
A. | would haveto read the report to
remind myself exactly what we covered, to be
quite honest.
Q. If youwould like to take a moment
you can do that.
A. If | look at the text of the report,
| see it coversthe Gulf of Mexico but also West
Africaand Nigeriaand Brazil. Sol takeit
those were the areas that were covered in the
presentation.

Q. Thosewere areasthat SDS operated
in-- let metry that again. Withdrawn.

Those specific geographic areas were
areasin which SDS operated deepwater -- or
conducted its deepwater activities, correct?

MR. TUTTLE: Objection to form.

A. Yes. | think it'simportant here to
remind ourselves that SDS did not operate
activitiesin the deepwater. SDS executed
activities on behalf of an operating company. So
if we talk about the Gulf of Mexico, SEPCO was
the operating company. If we talk about Shell
Brazil, Nigeriain the Deepwater was SNEPCO.
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So the work of SDS was very much in
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JOHN J. DARLEY
support of the activities of those operating
units. So when we talk about Deepwater
activities and the execution of those and the
operation of those activities, yes, SDS played a
role in support, advice and conduct of particular
studies. But the operation of those activities
was always the responsibility of the local
operating company.

Q. Theemphasis of thisreport, however,
is on Shell's deepwater expertise, correct?

MR. TUTTLE: Objection;
argumentative.

A. Yes. Asl read thereport of the
analyst presentation, it appears to demonstrate
Shell's deepwater capabilities.

Q. And the geographic areas that were
identified in the report, the Gulf of Mexico,
West Africa, it identifies specific fields as
well; Bongafor example. Those were fields where
SDS operated, correct?

MR. TUTTLE: Objection; form.

A. If I look at thefields that are
listed as alist of fields which goes back to
1979 and Cognac, Bullwinkle, Auger. SDS were not

0273
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JOHN J. DARLEY
involved in the earlier fields. They were
involved in the more recent developments. But
they certainly were not -- SDS as an entity did
not exist in those earlier years.
So the full capability that is
described hereis Shell's capability over an
extended period of time. The SDS entity was only
in the latter part of the '90s in existence. And
therefore it is much wider than ssmply an SDS
capability that is demonstrated. It's Shell's
capability in deepwater.
Q. I'dliketodirect your attention to
page 6 of the report, sir.
A. Mm-hmm.
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16 Q. Do you see at the top of the page the

17 caption figure 5, "Nigeria, magjor oil and gas

18 fields'? Do you seethat, sir?

19 A. Yes | do.

20 Q. Itliststhevariousfieldsin

21 Nigeriathat presumably are, based on the subject
22 of thisreport, deepwater areas. Let meask as|
23 go through them. BongaMain, did SDS operate
24 there, Sir?

25 MR. MORSE: Object to the form.
0274

1 JOHN J. DARLEY

2 MR. TUTTLE: Same objection.

3 A. SDS as| mentioned earlier, was not

4 the operator for these activities.

5 Q. I'll rephrase the question then. Did

6 SDS conduct activities at the behest of SNEPCO at
7 BongaMain?

8 A. Inconnection with the BongaMain

9 development, SDS were providing support, advice
10 and study work to SNEPCO, yes, that is correct.
11 Q. Did they also provide support to

12 SNEPCO in connection with Ehra?

13 A. Yes, they did.

14 Q. Bonga Southwest?

15 MR. TUTTLE: Objection to form.

16 Q. Did they provide such support to

17 Bonga Southwest?

18 A. Yes, they provided support to SNEPCO
19 in connection with Bonga Southwest.

20 Q. Did they provide such support to

21 Doro? I'm sorry, to SNEPCO at Doro.

22 A. Yes, they did.

23 Q. Atthetime of thisreport did SDS

24 provide such support to SNEPCO at Bolia?

25 A. Yes, they did.

0275

1 JOHN J. DARLEY

2 Q. Andthe next project identified sir,

3 Ngolo, did SNEPCO provide support in connection
4 with?

5 A. I'msorry, | can't recall Ngolo field

6 and | can't comment.
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Q. How about with respect to the Bosi

project, did SDS provide supporting activities or

9 work with next with Bosi?

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

A. Yes. SNEPCO was apartner in the
Bos field. And Shell Deepwater Services
provided support to SNEPCO in connection with
that field.

Q. Beneaththat isacaption figure 6,
"Angola.” And it lists various projects or
fieldsthere aswell. Thefirst one -- thefirst
field shown is Plutonia Block 18. Areyou aware
if SDS provided technical work or support in
connection with the activities of Block 18in
Angola?

A. Yes. SDSprovided support to the
operating company, the Shell operating company in
Angolawho were partnersin the Plutonia
development.

Q. Without going through them one by

0276
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JOHN J. DARLEY
one, there are a series of fieldslisted there.
If you could just go through them, sir, and let
me know to the best of your recollection during
this time period, did SDS provide supporting
activities or services to the operator at those
fieldsin Angola?

A. I'msorry, | don't recall al of the
names there. Cobalto | think | recall in Block
18. Theothers| just don't recall and therefore
| can't say whether or not they provided
support.

Q. That'sfine, sir.

If I could ask you to turn to the
next page, sir. The next page deals with
Brazil. And you'll see acaption therefigure7,
"Brazil magjor oil and gasfields." There are
two identified. Bijupiraand Campos.

Do you recall during this time period
SDS provided supporting activity or work in
connection with the operation of those two
fields?

A. | recall thework in connection with
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Bijupirathat was provided by SDS in support of

the Shell operating company in Brazil. Campos,

0277
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JOHN J. DARLEY
I'm sorry, | don't recall specificaly.

Q. Areyou aware of how the analyst for
A.G. Edwards who prepared this report obtained
the information concerning the various fields
identified in the report?

A. No, I'mnot.

Q. If I could direct your attention, I'm
sorry, to the first page again of that Exhibit

11. If you'll look at the very bottom of the
e-mail from David Sexton to you, it then says"on
to Houston.. David." Do you know what that's a
reference to?

A. Reading it now and in the context of
thise-mail, it probably refers to further
analyst presentations that would be given in
Houston.

Q. Infact, doyou recal if you
attended something called the analyst field day
in or about October in Houston?

A. Yes, | do.

Q. Didyou give apresentation at that
analyst field day?

A. Yes | did.

Q. Could you describe for me that

0278
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JOHN J. DARLEY

event? Wasit asingle day event?

A. Aslrecdl, it wasasingle day
event in Houston, yes.

Q. Did analysts attend that event as
indicated by the title?

A. Yes, | believe they did.

Q. Do you recall approximately how
many?

A. My recollection from the presentation
and the environment, the room in which we gave
the presentation, would be a guess, in the range
of perhaps 40 people in the room, of that order.

Q. Areyou awareif the analysts who
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attended that event were from both the United

States and Europe?
MR. TUTTLE: Objection to form.

A. | don't recall exactly, to be quite
honest, where they were from. So | can't say
with enough category where they were from, enough
confidence that | can say yesthey were or no
they were not. | just don't know.

Q. Atthat event, do you recall
approximately how long it lasted?

A. | seemto recall when you asked me

0279
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JOHN J. DARLEY
earlier if it was aone-day event, it was a
one-day event. But | thought that the whole
exercise also involved an engagement with
activitiesin the field somewhere. And | can't
recall where, but | thought there was -- as well
as a presentation in an office environment, which
| attended. | believe that the group aso went
to some field location. So | wasn't involved
with that part of the event.
Q. Didyou work with somebody from

Shell'sinvestor relations office in connection

13 with that event?

14 A. Notdirectly, no.

15 Q. Do you recal approximately how many
16 speakers made presentations at that event?

17 A. | think about five.

18 Q. Doyou recall who they were?

19 A. | recall Raoul Astucci making a

20 presentation. I'm sorry, | don't recall any

21 other names.

22 Q. Andyou made a presentation at that
23 event, isthat correct, sir?

24 A. Yesitis.

25 Q. Do you recall approximately how long
0280

1 JOHN J. DARLEY

2 that lasted?

3 A. These presentations would normally be
4 of the order of half an hour or so.

5

(Darley Exhibit 12 for
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identification, document bearing Bates production

number SMJ 00035555 through SMJ 00035564.)
Q. Mr. Darley, you've just been handed a

document marked as Darley Exhibit 12 for

identification. | ask you to look at that, sir,

and tell me if you recognizeit.

A. Yes, | seeitisthe notesfrom my
presentation for the analyst field day.

Q. Do you know who prepared these?

A. Yes. My stylewasnormally to
prepare these notes myself.

Q. Werethese notesthat you prepared
prior to the actual presentation, or were these
prepared subsequent to the presentation?

A. Again, my approach to these events
was usually to prepare a set of notes before the
presentation, which | would then use not
necessarily to read from but smply as a style,
asapro formaif you like, to allow meto give
the speech.

0281
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JOHN J. DARLEY
Q. And based on the format of these
notes, it appears that there were slides that
accompanied that presentation. Do you recall
that, sir?
A. Yes wewould use slides.
Q. If I may, directing your attention to
the first page, what would be under the
caption -- or next to the caption for slide 3,
"technology for profitability and growth," do
you see that, sir?
A. Yes, | do.
Q. Thefirst sentence there you
discuss -- or the document discusses technol ogy
EP organizations, EP businesses around the
world. It then goes on to discuss the prime
locations in Houston and the Netherlands.
With respect to the locations in
Houston, what were you specifically referring to,
if you recall?
A. Hmm, maybeit's useful herejust to
recap again the structure of EPT so that we can
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23 understand the context of this particular

24 quotation. | explained it yesterday but perhaps
25 it'suseful again to go through it.
0282
JOHN J. DARLEY
So EP technology, EPT, was the
descriptor for the EP technology organization.
Within EP technology there are a number of units
which were providing support to the operating
units around the world. Those units were the
SepTAR organization, the SDS organization, Shell
Technology Ventures organization we encountered
yesterday, the commercial group in EPT which we
encountered yesterday and HR support
organization.
If we look to each of those
organizations, and they have the acronyms then
SepTAR, SDS, STV, EPH, et cetera, if we look then
within each of those groups we can understand who
isinvolved and where they are. So we look first
at the group SepTAR. SepTAR, as| explained
yesterday, was both an organization undertaking
research, research and development work in
support of the Shell EP operating companies as
well as study work. And again, as | explained
yesterday, that study work would be done either
in Houston or in Rijswijk, depending on the
nature of the study and the requirement of the
25 operating units.
0283
1 JOHN J. DARLEY
Research and development and study
work would then be done both in Rijswijk as well
as in Houston.
SDS, the Deepwater Services Group,
was located in New Orleans and in Houston and did
not have an entity in Europe.
The STV organization was also a
global organization.
10 So that's in summary how those groups
11 work.
12 Now, within SepTAR we had the
13 research and development, but then the study
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groups. And those studies groups looked at

studiesin different parts of the organization,
so the Middle East, the Far East, Africa, et
cetera. Some of those studies were donein
Rijswijk and othersin Houston.

So when we start to talk herein this
particular extract that you have drawn your
attention to about the prime locations in Houston
and the Netherlands, really what | was describe
was that capability of EPT to work from both
those locations depending on the requirements and
the studies.

0284
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JOHN J. DARLEY
Q. That'sfine, thank you. The gist of
my question was essentially were you referring to
SepTAR, SDS, STV, the other organizations that we
had discussed at some length yesterday. And you
just indicated that you were referring to them in
this document at least.
MR. TUTTLE: Objection to form.
A. | wastothem inthis document. And
| was also | believe encompassing the activities
which were undertaken by sister organizations.
ODU isasister organization, if you like the
term. Itisn't part of EPT but it was an
organization which provided support to the EP
business around the world. And again, EPT and
ODU often worked in tandem, as we looked
yesterday at various activities.

Q. Doyourecdl if you actualy in
substance said the words that are indicated in
these notes? And thereason | ask isthat you
indicated they were notes as opposed to a
script.

A. Sol don't recal, would be the
answer. | prepared the notes but | rarely, if
ever, read the notes. | had not memorized them

0285
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verbatim, but | had memorized the sequence that |
wanted to -- and the points that | wanted to
cover. But no, | don't recall whether | used
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these words.

Q. Okay. Mr. Darley, if | could direct
your attention now to the next page, if you look
at the bottom of the page, there's areference to
dide 6, technologies: |dentify more reserves.
Then it continues.
Do you recall what, if anything, you
said in connection with technology and the
identification of reserves at that analyst
event?
A. | don't recall exactly what | said,
no. | read the notes that you have drawn our
attention to, but it'sfairly generic in terms of
the context of the text there.

Q. If you could turn now to the next
page, sir, next to dide 7, there'sa
reference -- I'm sorry, the caption said "Oman
improved oil recovery." Do you see that?

A. Yes, | do.

Q. Wediscussed thisalittle bit
yesterday and one of the things referenced in

0286
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JOHN J. DARLEY
that paragraph is the program that as indicated
here is aspirationally T50. We discussed
yesterday that the 50 refers to projected
production level | believe.
Do you recall discussing that at the
analyst event?
A. May | first of all make acomment?
You say it refersto production level. | did not
refer to production yesterday. Y esterday | made
the point it refersto recovery level.

Q. [I'msorry, thank you for that
clarification.

A. | don't recall making the comments,
but | see here in the notes that that was part of
the presentation.

Q. TheT50 program, that was the shorter
term program as distinguished from the EOR
efforts that we discussed, is that correct?

MR. TUTTLE: Object to form.

A. No, I'm sorry, that's not correct.
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Okay.

T50 was looking at EOR.

I'm sorry.

Because the only way that you can --

>0 >0
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JOHN J. DARLEY

not the only way, but the most likely way that
you can significantly raise the level of recovery
to 50 percent is by application of enhanced ail
recovery. EOR.

Q. Thank you, I'm sorry, | was
confused. Infact, if you go down two
paragraphs, the one beginning "a specific element
here," do you see that, sir?

A. Yes, | do.

Q. Itsays, "A specific element here
will be to deploy enhanced oil recovery
techniques applied in the United States during
the past 20 years to the Oman reservoirs." It
then goes on, "Our technical specialist based in
the Houston technology center together with our
colleagues in the Netherlands are employing their
experience and skills to raise the recovery
performance of the ail fieldsin Oman."

My question is with regard to the EOR
techniques referenced here, what specifically
were you referring to? What EOR techniques?

A. Thetechniquesthat were referred to
here covered thermal techniques. | think |
mentioned briefly yesterday the opportunity to

0288
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JOHN J. DARLEY
use the application of heat to produce oil from
the reservairs.

They would also be referring to what
were called miscible technologies, which isthe
injection of miscible gasesto release oil from
the reservoir.

And they may also have included, |
don't recall, chemical technologies. But | feel

that isless likely than are directly applicable
to Oman.
Q. Asindicated here, were those
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technol ogies that had been applied in the United

States during the past 20 years, do you recall?
MR. TUTTLE: Object to form.
A. Those were technologies that had been
applied in a number of areas around the world.
In Europe, in South America, in the Far East, as
well asin Omanin earlier years. Aswell asin
the United States.
So the technologies, thermal
technologies for example, had been used in Oman
inthe mid '80s. Steam had been injected in the
fields. Chemical technologies had been used both
in Brunei as an experimental phase aswell asin
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JOHN J. DARLEY
Oman. Again, in the earlier decades.
Thermal techniques have been long
used in Venezuelato improve recovery from the
heavy oil fieldsin Venezuela. So when we talk
about the technical specialist based in Houston
and the Netherlands, they were based in
technologies on a global appreciation of enhanced
oil recovery.
Q. Why did you specify the United States
only there then?
A. Sincel wasin Houston.
Q. Doyourecdl if you actualy --
withdrawn.
Do you have any recollection asto
what you actually stated to the analystsin this
regard in connection with specifically the EOR
techniques being applied?
A. I'msorry, | don't recall.
Q. If I could direct your attention,
sir, to the page ending in Bates numbers -- there
are two Bates numbers here, I'll go with the one
SMJ, ending with number 562. If you look, the
next to last paragraph on that page references
Brunel and discusses the application of various

0290
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JOHN J. DARLEY
technologies in Brunei.
Do you recall giving -- withdrawn.
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Do you recall what it was that you said in

connection with the application of the technology
in Brunei?

A. | don't recall exactly what | said,
but these notes would cover what | said.

Q. Prior to the time that you became
head of EPT, you were employed in the Brunei
operating unit, correct?

A. Thatiscorrect.

Q. What was your position there, sir?

A. | wasamanaging director of the
Brunel Shell Petroleum Company.

Q. And how long did you hold that
position?

A. | wastherefor aimost four years.

Q. During your tenurein Brunei, were
there issues relating to production levels?

A. No. Therewere not issues, as you
call them, relating to production levels. There
were, asin any oil and gas operation, challenges
always to maintain production levels, evento
increase production levels where that was

0291
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JOHN J. DARLEY
possible. And technology was used to achieve, or
to tackle some of those challenges and achieve
the goals of production.

Q. During the timethat you werein
Brunel, was there -- withdrawn.

Are you familiar with the term
"legacy reserves'?
A. Yes | am.

Q. Could you explain for me what that
term means?

A. Inthe context of the Brunei fields,
legacy reserves were reserves that had been held
on the books over very many years. Hence the
term "legacy reserves.”

Q. Doyou recal if there were --
withdrawn.

| take it from your answer since you
put it in the context of Brunei that there were
legacy reservesin Brunel at the time that you
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were there.

A. Yes, there were.

Q. Werethose proved reserves?

A. | don'trecal.

Q. Do you recall the approximate volume

0292
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JOHN J. DARLEY
of the legacy reservesin Brunel?

A. No, I'm sorry, | don't.

Q. Doyourecal if there was any
discussion of difficultiesin producing those
legacy reserves while you were at Brunei ?

A. Yes, therewas. Because those
reserves covered hydrocarbons that were either in
shallow reservoirs, so difficult to access

sometimes, or heavier oils which flowed with more
difficulty. And therefore technologies were
needed to access and produce those volumes.

Q. Were such technologies employed to
produce those volumes during your tenure at
Brunel?

A. Yes, some technologies were used to
produce some of those volumes while | wasin
Brunel. But there were also additional
opportunities which were still being produced
after | left.

Q. Doyou recall separate and apart from
your work on Project Rockford, was there any
discussion of debooking any of the legacy
reservesin Brunei while you were there?

A. | don't recall any discussion on
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1
2
3
4
5
6
7

8
9
10
11

JOHN J. DARLEY
debooking the legacy reserves, no.
Q. You can put that aside, sir.
A. Thank you.

(Darley Exhibit 13 for
identification, E-mail from Mr. Darley and
Attached Affiliate Services Presentation.)

Q. Mr. Darley, you've just been handed a
document marked for identification as Darley
Exhibit 13. | ask you to look at that, sir, and
tell meif you recognizeit.
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A. Yes, | seeit'san eemall which |

sent to Brian Ward with an attachment that had
come from SDS.

Q. If I could direct your attention down
to the last e-mail that appears on that first
page, it'sfrom Barry Knight to Mark Leonard,
Richard Sears and others. It indicates that this
is the current version of an SDS affiliate
services presentation that Mr. Knight was
planning to give.

Areyou familiar with that
presentation? Withdrawn. Do you know why
Mr. Barry Knight was making that presentation?

A. No, | don't.
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JOHN J. DARLEY
Q. Do you know to whom he was making
that presentation?

A. No, | don't.

Q. If I could direct your attention now,
gir, to the attachment itself, specifically the
third page of the attachment, you'll see a
caption at the top "Shell Deepwater Services."
Do you seerthat, sir?

A. Yes, | do.

Q. Thelast bullet point on that page
states "SDS is fully integrated with SNEPCO.
SNEPCO teams and SDS are an extension of
SNEPCO."

Do you recall that there were SNEPCO
employees who were temporarily assigned and
seconded to SDS?

MR. TUTTLE: Objection to form.

A. Therewere anumber of Nigerian staff
working in SDS. My recollection is that some of
them were transferred to SDS, so they became SDS
staff. And others may have gone on short-term
assignments to work together with the study teams
in Houston or in New Orleans.

So in answer to your question, yes, |

0295
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recall that Nigerian staff were present there
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from SNEPCO, but on what basis would vary.

Q. If I could direct your attention --

I'm sorry, thisis going to be somewhat
cumbersome because of the lack of page numbers.

A. Okay, well findit.

Q. Tothree pages after the page we just
looked at. You'll see acaption "Nigerian staff
within SDS."

A. Yes

Q. Thispageisagraphic showing three
columns, SDS skills, Nigeria staff, and roles and
SDS.

In addition to the specific work on
particular fieldsin Nigeria, were Nigerian staff
assigned to SDSin order to develop a particular
expertise in deepwater which they would then be
able to take back?

MR. TUTTLE: Object to form.

A. The Nigerian staff worked on the
various projects which SDS were undertaking for
SNEPCO. And in the course of that work they
would develop capabilities which would allow them
to develop asindividuals.
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JOHN J. DARLEY

Q. | again apologize for this, if you
could go in an additional seven pages and there's
acaption at the top "SDS WDU global leverage of
knowledge transfer." Do you see that, sir?

A. Yes, | do seethat.

Q. Canyou tell mewhat WDU stands for?

A. I'msorry, | don't recal, if | ever
knew.

Q. There aretwo boxes that appear, the
one on the | eft-hand side under the map says
"examples," and it indicates various skillsets
of -- various bullet points, I'm sorry. The map
itself, the graphic, do you have an understanding
of what is being conveyed by means of the arrows,
the United States and the arrow coming out of it
pointing to Nigeria?

A. | canonly surmisethat thisisa
graphic which shows how knowledge transfer is
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20 working.

21 Q. And that would be consistent with the
22 caption "global leverage of knowledge transfer,”
23 correct?

24 A. That'sthe basisfor my answer.

25 Q. Thebox on theright-hand side

0297

1 JOHN J. DARLEY

2 captioned "methods’ isfollowed by a series of

3 bullet points. Do you know what those bullet

4 points reference in that they indicate live link,

5 SDS conferences, et cetera? Do you know what
6 thosearereferring to, sir?

7 A. Some of them, yes.

8 Q. Werethose methods by which

9 information was disseminated or knowledge was

10 transferred around the world?
MR. TUTTLE: Objection to form.

A. These were among the methods that
were used to disseminate knowledge, yes.

Q. If I could ask you to turn to the
next page, sir. That page is captioned "SNEPCO
servicedollarsin SDS." If you go down to the
next to last bullet point on the page it says,

23 million equivalent to CA 100 full-time
staff." Do you know what that means, sir?

A. Other than what is stated here, no.
| take it to mean that $23 million is equivalent
to around 100 full-time staff.

Q. Do you have any understanding of what
that bullet point means in connection with SNEPCO
25 and SDS?

0298

1 JOHN J. DARLEY

2 MR. TUTTLE: Objection to form.
3 A. No, | don't.

4 Q. You can put that aside, Sir.

5 A. Thank you.
6
7
8
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(Darley Exhibit 14 for
Identification, document bearing Bates production
number HAG 00161603 through HAD 00161608.)
9 Q. Mr. Darley, you've just been handed a
10 document marked as Darley Exhibit 14 for
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identification. 1'd like you to take alook at

that, sir, and tell meif you recognizeit.

A. | seethatitisanotefrom EPM to
the EP ExCom referring to the PDO program and
budget for 2003.

Q. Doyou recall receiving this note as
amember of ExCom?

A. I'msorry, | don't recall it, no.

Q. At the bottom of thefirst page
appears the name Dim Megat. And it'sdated 6
November 2002. Can you identify Mr. Megat for
me?

A. Yes. Mr. Megat was the regional
director with responsibility for the Middle East
in the EP business.
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JOHN J. DARLEY

Q. Thedate that appearsthere, isthat
the date of the document, as far as you know?

A. | don't know.

Q. I'dlike specifically to direct your
attention to the fourth paragraph on the first
page. The last two sentencesin that paragraph,
if you could just read those to yourself, sir.

A. Mm-hmm. Yes.

Q. The gentleman identified there whose
name |'m almost guaranteed to mispronounce,
Dan --

A. Antheunis,

Q. Antheunis, thank you. It indicates
in this document that he was vice president of
SepTAR and would be leading the Shell side
coordinating technical focus areas.

Do you recall that Mr. Antheunis
actually did that?

A. Yes, hedid.

Q. Mr. Antheunisis -- withdrawn. Where
was Mr. Antheunis based out of ? Was that Houston

23 or Rijswijk?

24 A. No, hewasbased in Rijswijk.
25 Q. If I could ask youto turn, sir, to
0300

1 JOHN J. DARLEY
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the last page of that document. You'll see at

the top of the page a caption "reserves.”

A. Mm-hmm.

Q. We had discussed the PDO -- or
activities of PDO alittle yesterday. | don't
recall if | asked whether or not reserves came
up, but according to this document at least, it
appears that it was discussed at an ExCom level.

Do you recall such discussions
occurring?
MR. TUTTLE: Objection to form.

A. First of al, thiswas a note for
information to EP ExCom, which only on an
exception basis would be discussed. And
therefore | don't recall whether we discussed PDO
reserves in connection with this note.

Q. Wasit your practice as amember of
ExCom to read the notes that were provided to
you?

A. It wasmy practiceto try to cover
the material that was provided to me. But there
were considerable numbers of notes coming from
Shell's EP business around the world. And it
wasn't always possible to cover all those notes
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in every detail that | would have liked.
Q. Directing your attention specifically
to the November 2002 time frame. Was increasing
recovery at PDO apriority at ExCom at that
time?
A. I'msorry, | just don't recall.
Q. Wediscussed at some length yesterday
some of the resources that were committed by EPT
to attempt to improve recovery at PDO. Do you
recall if -- withdrawn.
Was increased recovery at PDO a
priority for EPT during this time period?
A. What we discussed yesterday, if |
recall correctly, were some of the challenges
around production levels in Oman and the need to
deploy resourcesto help production. | think |
described how the production history in Oman had
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been one of generally increasing to significant

plateau level and the company was then
experiencing declines.

So the focus was very much on
production. | think | also mentioned that
there's an ongoing effort to take the necessary
study measuresto look at the longer term. So
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not only at short term production but also at the
longer term ultimate recovery of the
hydrocarbons. In that sense indeed work was
being done in both of those aress.
Q. WasPDO a-- withdrawn.

Within EP, was PDO considered an
important OU?

MR. TUTTLE: Objection to form.

A. Withinthe EP business | think we had
something in the order of 12 to 15 very
significant producing areas around the world and
anumber of exploration opportunities around the
world and perhaps some smaller joint venture
activities.

A number of companies were of
importance. PDO was one of those.

Q. EPT'seffortsto support PDO by
conducting the various studies, both EOR and
shorter term, did those efforts tax the resources
of EPT?

MR. MORSE: Objection to form.

A. Agan, | think | explained yesterday
in terms of resourcing the various study programs
and study activities, there was always a

0303
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challenge to find the resources to meet any
particular study requirement. \We were never
overresourced and we didn't have people, as|
said yesterday, | think sitting on the bench
waiting for the next piece of work.

So there was across Shell's global
portfolio of activities and study activities
within EPT the need to constantly prioritize and
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allocate the resources in the most effective way.

Q. Inlight of that need to prioritize
and allocate resources, would you characterize
the effort of PDO as significant?

MR. TUTTLE: Objection to form.

A. Thestudy programsfor PDO involved a
number of staff. But so did the study programs
for other companies around the world. So PDO was
certainly not unique in that sense.

Q. Doyou recall that during 2002/2003
time period more EPT -- withdrawn.

Relative to other OUs, were more EPT
personnel assigned to work on PDO during the
2002/2003 time frame?

MR. TUTTLE: Objection to form.

A. |justdon't recall therelative
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JOHN J. DARLEY
numbers for al the studies around the globe, I'm
sorry.
Q. Again,if | could direct your

attention to the document in front of you, sir,
under the caption "reserves," the first sentence
Is-- I'm sorry, the first sentence references a
downward trend in volumes to be booked. It then
goes on and references apparent difficulty over
recent years converting booked reservesto
production.

Do you have an understanding asto
whether the reserves referenced here include both
expectation and proved reserves?

A. | don'tknow. I'msorry. My
understanding in reading this note is that it
would cover the reserves as quoted in Oman, which
are the expectation reserves.

Q. The document then continues,
"Nevertheless, ensuring future reserves bookings
at least replace annual production remains a
shared aspiration for both government and PSH,"
and then continues.

Do you know what the PSH is a
reference to?

0305
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JOHN J. DARLEY

A. Yes. Thatisthe private
shareholdersin Oman, in PDO.

Q. Doesthat include Shell?

A. Yes, itdoes.

Q. Shel asagroup reported its
reserves on a proved basis as opposed to an
expectation basis, correct?

MR. TUTTLE: Objection to form.

A. Interms of the annua reportsin the
Form 20-F, the volumes that were reported in that
form were proved reserves.

Shell also held internal documents
which reported the scope for recovery volumes,
the expectation volumes as well as the proved
volumes.,

Q. Thereference hereto replacing
annual production with future reserves bookings,
do you have an understanding as to whether or not
from Shell's perspective or the group's
perspective that referenced proved reserves?

A. No, | don't.

Q. Thank you.

(Darley Exhibit 15 for
identification, document bearing Bates production

0306
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number RIW 00271560 through RIW 00271567.)
Q. Mr. Darley, you've just been handed a
document marked as Darley Exhibit 15 for
identification. | ask you to look at that, sir,
and tell meif you recognizeit.
A. Yes, | seeit to be the minutes of
the ExCom meeting from 11 November 2002.

Q. Theminutesindicate that amongst
others, that you attended. If you look at that
first paragraph there, do you see that, sir?

A. Yes, | seethat.

Q. I'dliketodirect your attention to
the second page of that document. Appearing at
the top of the page is the caption "hydrocarbon
reserves outlook.”" Do you seethat, sir?

A. Yes, | do.

Page 187 of 275

file:///C)/Documents¥%20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111706j d.txt (27 of 116)9/18/2007 4:02:35 PM



file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111706j d.txt

18
19
20
21
22
23
24
25

Case 3:04-cv-00374-JAP-JJH  Document 345-10 Filed 10/10/2007
Q. Thetext beneath referencesa

presentation made by Mr. Pay concerning reserve
replacement in 2002-2003.
Do you recall that presentation by
Mr. Pay?
A. No, I'msorry, | don't.
Q. The second paragraph indicates
reservesissuesin Nigeria continueto be a
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matter of concern.

Do you recall the specific discussion
of the reservesissues at that ExCom meeting in
Nigeria-- withdrawn. Do you recall the
discussion of the reservesissue in Nigeria at
that ExCom meeting?

A. No, | don't, I'm sorry.

Q. It then continues that Brian Ward
noted certain issues raised in the recent
reserves audit of SNEPCO.

Do you recall any of those issues?

A. No, I'msorry, it'squite afew years
ago.

Q. If I could ask you to turn to the
next page, sir. If you go down alittle past
halfway down the page, number 5, it says,
"Managing the business. Notes for discussion."
Do you see that?

A. Yes

Q. 5.1, "EP solutions organization."
Beneath that is text which indicates that you
proposed the creation of an EP solutions
organization.

|s that the reorganization that we

JOHN J. DARLEY

touched on yesterday?

A. Yes itis.

Q. Thetext indicatesthat "the
organization would provide product of
alignment” -- I'm sorry, "The organization will
be a product of alignment between SDS and SepTAR
(GIS structure).”
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Could you explain to me what the

reference to GISisthere?

A. Yes. | dontrecal exactly what was
a GIS cluster, but the essence of the alignment
here was to bring capabilities from the study
teams that were in SepTAR that we spoke about
yesterday, AGI and AGH, and to combine those and
align those with the study teamsin SDS to form
the EPT Solutions organization.

Q. The next sentence indicates-- I'm
sorry, the next paragraph indicates that "the
ExCom requests the proposal be shown in the
context of the total organization redesign.” And
it indicates that were you responsible for that.

Do you recall doing that, sir?
A. Yes, | do.
Q. 5.2, which appears beneath that, has
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JOHN J. DARLEY

the caption "EP global well delivery
organization." Do you see that, sir?

A. Yes

Q. Thetext indicates that you proposed
the creation of an EP well delivery organization
combining such capabilitiesat SDS and SepTAR.
Do you see that?

A. Yes

MR. TUTTLE: Objection to form.

Q. Could you explain for me --
withdrawn.

Was that proposed reorganization
similar to that which you had proposed for SDS
and SepTARiIn5.1?

A. | think | explained yesterday that
SepTAR when | arrived in EPT in 2001 was
something of a conglomerate of activities
comprising both the research and development as
well as the study groups as well as oil
engineering capability.

The proposal here was to streamline
and align those capabilities so that research and
development would be separated from study
activity. Andinthe case of the wells
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JOHN J. DARLEY
organization, SepTAR wells group would work with
the Deepwater wells group to form one aligned
global entity in support of the EP business.

Q. Thank you. You can put that aside,

Sir.
MR. TUTTLE: Good timeto take a
break?
MR. MacFALL: We can take a break,
that's fine.
THE VIDEOGRAPHER: Off the record.
Thetimeis 10:35, tape 4.
(Recess taken.)
THE VIDEOGRAPHER: Back on the
record, 10:53, thisis tape 4.
BY MR. MacFALL.:

Q. Mr. Darley, alittle while ago you
had indicated that PDO was amongst 12 to 15 OUs
that were important to Shell. Could you identify
the others?

A. Letmetrytolistthemif | may. So
acompany in Brunel and Malaysia were important.
That wastwo. I'll stay with the Far East for
the moment. I'll try and cover them regionaly.
Brunei and Malaysiain the Far East. Australia
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in the Far East.
If we moveto the Middle East, at
that time Oman was important, Syriawas
important, Egypt was important. There were joint
venture companies in some of the other areas; Abu
Dhabi for example, which was a smaller
shareholder and therefore less important.
In the European sector, the companies
in Holland, the NAM was important, the U.K. was
an important company, Denmark was an important
operation for us.
And then minor onesin Europe would
bein Austria, for example, which was, again, a
small shareholding. Africa, Nigeria, the two
companies there, the offshore company SNEPCO as
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well as the onshore company. SBDC, Gabon was a

company with significant production in Africa
And then going across to North
America, Canada, the United States themselves are
two companies which are important. Smaller
activitieswere perhapsin Latin America. That's
roughly speaking where we were. And | haven't
included the exploration activities which |
mentioned.
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JOHN J. DARLEY
Q. Thank you.
If | could ask you to turn back to
Exhibit 13 for one moment, sir. Thisisthe one
that doesn't have page numbers soit'sreal
cumbersome. If | could ask you to turn to the
seventh page from the back of the document. I'm
sorry, | wasjust corrected. It's seven pages
from the front.

A. What'sit headed? Maybe that's the
easiest way to get toit.

Q. That's probably the easiest way.
"Nigerian value creation from Deepwater." |
apologize for that.

A. No, that'sfine.

Q. Looking at that page, sir, you'll see
there are two different sets of graphs. The top
graph says "Deepwater production by country." Do
you see that, sir?

A. Yes, | do.

Q. It'salittledifficult to make this
graph out because it'sin black and white, and
clearly the original wasin color. But | think
you can kind of make out most of it. | takeit
given the timeline that appears on the bottom of
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the graph these are projected production by
country, isthat correct?
A. That'swhat | take from the graph,
yes.
Q. It appearsthat the lowest level of
production on this graph certainly between the
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correct?

A. Thelower-most band would seem to be
the U.S.A. production, yes.

Q. AbovethatisNigeriaindicating a
greater projected production from Deepwater in
Nigeria, isthat correct?

MR. TUTTLE: Objection to form.
MR. MORSE: Objection to form.

A. What the bar chart -- or sorry, what
the curves show is an increased production from
Nigeria, being the second banded color, increase
over the period 2004 to 2010 or so.

Q. Andjust so | understand the graph,
as it goes higher based on the vertical axis,
that indicates a greater production, is that
correct?
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MR. TUTTLE: Objection to form.
Q. Or greater projected production.
MR. TUTTLE: Same objection.
A. Theway the graph works, on the

6 vertical axisarelevelsof oil production.

7 KBOEPD is an abbreviation for thousands of
8 barrelsof oil equivalent per day. And you can
9 seethat that scale runs from zero to 1600.
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So indeed, reading across the graph
you're able to see at any given moment the
projected production from each of the bands on
the graph.

Q. Do you recall who prepared this
projection?

A. No.

Q. And by this, | don't mean this
specific graph. | mean the projection for
Deepwater production at EP.

MR. MORSE: Objection to form.

MR. TUTTLE: Same.

A. The preparation of production
forecasts, which iswhat thisis, would typically
come from work from the study team. In the
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deepwater case, study teamsin Deepwater
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JOHN J. DARLEY
services. But then depending on the way the
operating company would take that study, those
data may or may not be adjusted because the study
work in Shell Deepwater Servicesissimply a
study of the reservoir capability and a projected
production profile for agiven field.
There are additional factors which
come into play in a production forecast such as
the timing at which the field will be developed.
And that was not the remit of Shell Deepwater
Servicesto define. That was very much in the
hands of the operating company.
S0 -- and I'm not sure because |

don't know the genesis of this particular plot
whether thisis ssimply the raw data from the
study teams or whether it is data that has been
taken by the operating units and given, if you
like, aview asto the timing of the various
activities.

Q. That'sfine, thank you. Y ou can put
that document aside. Hopefully we won't be
coming back to it.

A. Sincewe're back with the document,
during the recess | did recall WDU because it
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left me alittle uncomfortable that | hadn't been
able to remember it. It isthe well delivery
unit in SDS. So maybe as a clarification, that
graph or chart that we looked at earlier
describes the way that well engineering
technology was transferred around the world.
Q. Thank you very much.
Y ou also a short time ago
discussed -- or mentioned Mr. Antheunisin
connection with PDO. Y ou indicated that he was
based out of Rijswijk. Do you know if
Mr. Antheunis also maintained officesin
Houston?
A. No, hedidn't. Don Antheunis role
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in Rijswijk at that time covered alot of the

work of the RTL teams that we'd spoken about
yesterday. And we didn't have RTL teamsin
Houston, and therefore he didn't have an office
in Houston. He may have visited Houston
occasionally, but he didn't have the same kind of
remit that we discussed for Paul Sullivan.

Q. Thank you. A little bit earlier we
discussed recovery versus production. And just
for my own edification, could you please explain
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the difference, if any, between recovery and
production of hydrocarbons?
A. Yes Letmetry. A given

hydrocarbon accumulation will have oil and gas
volumes sitting in the ground contained in the
reservoir. Asthereservoir is developed, those
volumes are produced. Inany given year a
certain volume will be produced, so that volume
in any given year can be equated to adaily

rate. And that iswhat we would typically call
the production rate.

So if we talk about a production rate
in 2002, as we've seen in the recent graph, or
2010 as a projected rate, that would be the total
volume of hydrocarbon extracted from that
reservoir over the period in question expressed
in barrels per day.
The recovery from the reservoir will

be the accumulation of each of those annual
recoveries from the reservoir. So over the
lifetime of the reservoir, each year acertain
volume of hydrocarbon will be produced until we

24 arrive at the end of the reservoir life when the
25 field isabandoned. So thetotal cumulative
0318
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production of each year is summed to give the
total recovery of the reservoir.
So if we go to the T50 aspiration in
the case of Oman, the aspiration is the end of
thelife of the reservoir, or for many, many
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years, it would have been possible to project

recovery of 50 percent of the hydrocarbons that

9 wereinitialy in place.
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Thus the distinction between the
recovery over the full life of the reservoir as
opposed to the annual production.

Q. Thank you very much, Mr. Darley.

(Darley Exhibit 16 for

identification, document bearing Bates production
number SMJ 00013709 through SMJ 00013766.)

Q. Mr. Darley, you've just been handed a
document marked as Darley Exhibit 16 for
identification. It isalengthy document, sir,
and I'm really just going to ask you about a
couple -- actually, one portion of it. But
please feel freeto take aslong asyou liketo
familiarize yourself with it.

A. Thank you, yes.

Q. Thedocument, for the record, relates
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JOHN J. DARLEY

to a strategy presentation for exploration and
production of power and gas on March 27, 2003
conducted in New York. According to the cover
page of the document, Mr. van de Vijver,
Mr. Bichsel, yourself, Linda Cook and Malcolm
Brinded attended.

Do you recall that presentation,
Sir?

A. Yes, | do.

Q. Doyourecal actualy giving a
presentation as part of that strategy
presentation?

A. Yes | did. Yes

Q. I'dlike specifically to direct your
attention first to page ending in Bates number
725. You'l see, sir, about three-quarters of
the way down the page "EP strategy technical
excellence." Beneath that appears your name and
indicates that what follows | assume were remarks
that were made at the presentation.

A. Yes. | seethetext. | don't know
whether thisis atranscript of what was given or
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whether it's the notes that | prepared in

preparation for the presentation and then my
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JOHN J. DARLEY
comments would be similar to the comments | gave
about the A.G. Edwards presentation where |
prepared comments myself and may or may not have
given them verbatim.
Q. Asyoulook -- well, hold on one
second. Thismay help.
A. Isthisatranscript?
Q. I'msorry, | believeitisa
transcript. And | was going to direct your
attention to the third page. You'll seethere's
awelcome, it indicates that Mr. van de Vijver
spoke and it gives an overview. Asyou page
through, you'll see there are various speakers
indicated.
A. Yes
Q. | would just note that on the first
page, if it helps, beneath the time and date and
place of the presentation it indicates that the
document was prepared by ETX Corporation.
A. | seethat, thank you.
Q. Soif that helpsat al.
In any event, page 725 indicates that
you gave a presentation concerning EP strategy
and technical excellence. Do you recall that,
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Sir?

A. Yes | do.

Q. | won't ask you what the sum and
substance of it was since it's here, but if |
could ask you to turn to page ending in Bates
number 727, which I'll represent is still part of
your portion of the presentation.

The last full paragraph appearing on
that page, according to this transcript, you
stated "Our focus here is to take teams able to
take learning from one side of the world to the
other." And then it continues. And if you'd
like, please read as much of this asyou need to
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for context, but my question to you is, what is

it that you were trying to convey there?
MR. TUTTLE: Objection to form.

A. The message here was around global
learning. So the opportunity that we had to take
experiences from one operating unit, experiences
perhaps from the Far East and use those in
Europe, or from the Middle East and use themin
Africa. Those were typical examples of the way
that our teams were able to take learning from
one side of the world to the other.
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JOHN J. DARLEY
Q. Okay, thank you.

Mr. Darley, | do have one follow-up
with regard to the prior presentation that we
discussed which was made in Houston. | don't
know that it's necessary for you to get the
exhibit in front of you so | wouldn't worry about
it yet.

MR. FERRARA: Sorry, you're talking

about Exhibit 13?

MR. MacFALL: Right now, no, I'm
actually talking about the other presentation
without reference to the specific exhibit.

MR. FERRARA: The presentation
that's --

MR. MacFALL: No, no, no, you know
what, why don't we get the exhibit in front of
him, that may be easier. | believeit's Exhibit
12. It wasthe Houston analyst field day
presentation.

A. Yes | haveit.

Q. The note that appears on page ending
in Bates number 557, and we did discuss this,
it's the second from last paragraph -- second
from last paragraph on the page which discusses
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EOR techniques.
| believe you had previously
indicated that you referenced the United States
in that first sentence because the analyst event
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was occurring in Houston. Isthat correct, sir?

A. Thatiswhat | said. Asl said
earlier, | didn't recall all the comments that |
made during the presentation. Y ou asked me why |
would have referred to the United States, and my
surmise was since | was sitting in Houston.

Q. My question is-- withdrawn. |
believe you had also indicated that you believed
these were notes that you had prepared in
anticipation of the presentation, correct?

A. That's correct.

Q. TheEOR techniques that you were
discussing here, and you discussed at some length
previously, had those techniques been applied in
the United States within the last 20 years?

A. Yes, many of them had.

Q. Sothe statement here regarding those
EOR techniques being applied to the Oman
reservoirs being the same as those applied in the
United States in the last 20 years, that was an

0324
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accurate statement, is that correct?
MR. TUTTLE: Objection to form.
Characterization.
A. Justif | may, I'll read again the
paragraph to make sure that we --
Q. Yes, please.
A. The statement indeed is correct in
that we were to deploy or we were planning to
deploy enhanced oil recovery techniques which had
been applied in the United States in the last 20
years. And also in other parts of the world, as
| mentioned earlier, to the Oman reservoirs.
Q. Okay, thank you. You can put that
aside now.

(Darley Exhibit 17 for
identification, document bearing Bates production
number DARLEY 0256 through DARLEY 0310.)

Q. Mr. Darley, you've just been handed a
document marked as Darley Exhibit 17 for
identification. 1'm going to ask you to take a
look at it, sir, it'safairly lengthy document
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23 but take aslong asyou need. Let me know when
24 you're done, and if you recognize it.
25 A. Yes, | recognize the document.
0325
JOHN J. DARLEY

Q. Wediscussed yesterday the STOIIP and
reservesreview at PDO. Isthisin fact a copy
of the report aswell as covering e-mail that was
issued as aresult of that review, to the best of
your knowledge?

A. What | read from the covering e-mail
hereis that the findings were to have been
discussed with PDO prior to finalizing the

report. So it would not appear to be the final
version of the report.

Q. Doyou recal actualy looking at
drafts of the report before it was finalized?

A. | don't recdl it, but I would have
done so.

Q. I'dliketodirect your attention
specifically to page ending in Bates number 263.
Again, there are several here but oneis
specified Darley. At the top of the page appears
the word "summary."

A. Yes

Q. Look about halfway down the page
you'll see aline, "the review team has concluded

24 that." Do you seethat, sir, and it's followed
25 by aseriesof bullet points?
0326
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1 JOHN J. DARLEY

2 A. | seethat.

3 Q. Thesecond bullet point indicates

4 that PDO's developed reserves are approximately
5 correct -- I'm sorry, that isthe -- well,

6 actually, | do have aquestion. With respect to
7 that, do you know if the reserves referenced

8 there were expectation of proved reserves?

9 A. | don't know. But my surmise would
10 bethat these are expectation reserves. Since
11 that wasthe general discussion in Oman,

12 certainly with PDO and with the government, it
13 wasin relation to expectation reserves.
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Q. Thenext bullet point discusses

undevel oped reserves, indicating that they are
overstated. It states "partly due to historical
overbooking and partly due to overestimation of
maturity level."

Do you recall that specific
conclusion being reached as aresult of this
review?

MR. TUTTLE: Objection to form.

A. | recdl inthe context again of the

Rockford work which | subsequently was involved
with, that we discussed these issuesin the case
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JOHN J. DARLEY
of PDO. And you will note that this particular
document was sent to me in November of 2003,
which isvery similar to the time frame in which
we started the Rockford work. It'salittle bit
earlier than Rockford but very close.

So | don't recall whether | had a
separate sort of indication from this report or
whether it was all part of my work at Rockford.

Q. Doyou recall who actually carried
out this particular review?

A. Yes. Thiswasundertaken by Stein
Christiansen and a small team.

Q. Canyou identify the other members of
that team?

A. | don'trecdl, I'mafraid. | think
Stein was commissioned to lead the team.

Q. What organization within Shell did
Mr. Christiansen work for?

A. Atthistime hewasworking | believe
in EPT Solutions, which was a new organization
that we discussed.

Q. WasMr. Christiansen based in
Rijswijk?

A. | haveafeding -- | think he was

0328
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JOHN J. DARLEY
based in Rijswijk at that time, but later he was
deployed to work out of Dubai. And I'm not quite
sure at which point in time he worked out of
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Rijswijk or Dubai.

Q. | believeyou indicated that you
could not identify the other members of the
team. Do you recall which organizations within
Shell those team members were drawn from?

A. They would have been drawn from EPT
Solutionsin all probability.

Q. Yousay al probability. | takeit
you have no independent recollection.

A. Sincel didn't know theindividuals
and | can't recall them, then it'sdifficult to
say where they came from, but.

Q. Thank you.

A. And they may also have included staff
from PDO, from the operating company themselves.

Q. Doyourecal if prior to the
preparation of the draft reports concerning the
STOIIP and reserve review at PDO you received any
updates concerning the status of that review
work?

A. | recall receiving periodic updates
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JOHN J. DARLEY
on thework. | don't recall the detail, but
since it was an important review, then | would
have, and | did, receive updates.

Q. Doyou recall how those updates were
conveyed to you?

A. Sometimesthey came as an e-mail from
Stein Christiansen. Occasionally they would come
as a presentation of the current status that

Stein would give to me.

Q. Wemay have discussed this yesterday,
if so | apologize, but do you recall when this
review was actually initiated?

A. | think it wasinitiated earlier in
2003. But I'm afraid | don't recall exactly the
date.

Q. Doyourecdl if you provided the
ExCom with periodic updates of the status of the
review work of PDO?

A. | don't think | would have done
because it would be a piece of work which was
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commissioned and executed by my organization. |

would have shared it with Mr. Din Megat, who was
the regional director responsible for the Middle
East. But | don't think there would have been a

0330
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JOHN J. DARLEY
reason to share it more widely until the work was
complete and the conclusions were clear.

Q. Doyourecdl if you had any
discussions with Mr. van de Vijver concerning the
STOIIP reserve review in PDO prior to the time
that the review was completed?

A. | would probably have informed Walter
that the review wasin progress. But | don't
think | reviewed any of the results with him

until we had the conclusions. | don't recall
doing so.

Q. Doyourecdl if Mr. van de Vijver
actually travelled to PDO during the pendency of
this review work?

A. I'msorry, | don't remember. He
traveled to PDO on a number of occasions, but |
don't remember the dates.

Q. Doyourecdl if you accompanied
Mr. van de Vijver on any of those tripsto PDO?

A. No, | don'tthink I did. | don't
recall.

Q. Didyouvisit PDO -- did you ever
visit PDO?

A. Yes | did.

0331
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Q. Doyourecal if you visited PDO
within the 2002 to 2004 time frame?

A. Yes | did.

Q. Do you recall approximately how many
times?

A. Perhapsfour to six times. Perhaps
more but not alot more.

Q. Do you recall the purpose or purposes
of those various visits?

A. Yes. Thevisits had a number of
purposes usually. | visited the teams when they
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were undertaking the study work that we talked

about yesterday for example. | visited the
management of PDO management themselvesto
discuss the work and the support that we were
providing from EPT. | discussed with the
minister of oil and gas on occasions the work
that we were undertaking in support of Oman. So
there were a number of reasons for various
visits.

Q. With respect to the discussions that
you had with management of PDO, could you
summarize for me the sum and substance of those
discussions?

0332
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A. Mm-hmm. The discussions usualy
covered the scope of work that was being
undertaken by EPT and the efficiency with which
we were providing the support that was needed in
Oman.

Q. Could you please summarize for me the
sum and substance of your discussions with the
minister of oil and gas?

A. Mm-hmm. The discussions with the
minister of oil and gas usually covered awider
perspective of the activities of EPT,
particularly in the area of technology support
and the introduction of new technologies.

Q. Do you recall approximately how many
times you met with the minister of oil and gas?

A. Over the period 2000 --

Q. I'msorry, 2002 to 2004.

A. Probably about the same number of
times. | think usually when | visited Oman |
tried to arrange an appointment with his
excellency, the minister if he was available.

Q. Doyourecdl if Mr. Watts was on any
of the trips -- withdrawn.

25 Did any of your visits to Oman
0333

1 JOHN J. DARLEY

2 coincide with avisit by Mr. Watts to Oman?

3

A. No, | don't believe so. | don't
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4 recall visiting together with Mr. Wiatts.

5 Q. If I could direct your attention

6 again back to the document, the same page that we
7 werelooking at.

8 A. Mm-hmm.

9 Q. Beneath that bullet point that

10 references the undeveloped reserves there are

11 two -- three other bullet points, sort of

12 subsets, subbullet points. It discusses, amongst
13 other things, there being a match problem.

14 Areyou aware of -- or do you know
15 what that means, sir?
16 MR. TUTTLE: Object to form.

17 A. | have avague recollection since
18 it's some time ago of the match volume.
19 Q. Couldyou explain that for me, sir?
20 A. Sinceit'sonly avague recollection,
21 thenit'sarecollection that there was a
22 difference between, asyou see herereading in
23 the notes and that's what reminds me, the
24 reservesin the annual report on producing
25 resources, that's the ARPR, were not consistent
0334

JOHN J. DARLEY
with the business plan program build. And the
difference between those volumes then was
referred to as the match volume.

Q. And the booked reservesthat are
being discussed there, specifically those that
were booked in the 1/1/2003 ARPR, those would
have been proved reserves, correct?

MR. TUTTLE: Objection, foundation.
Object to form.
A. No, it'squite unlikely that they
would have been proved reserves because the
business plan program build talks about
production forecasts and the data that underpin
the production forecasts are the expectation
reserves.

Q. Isthereference -- do you know what
an ARPRis?

A. Yes

Q. What isthat, sir?
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A. It'sthe annual report on producing

resources.

Q. Wasthat a-- the processthat's
referred to here, isthat a Shell or aPDO
process?
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A. Which process are you referring to,
please?

Q. TheARPR.

A. The ARPRisaShell process, whichis
then used by different operating companies around
the world.

Q. | believeyou indicated earlier that
Shell reported reserves based on -- withdrawn.

Was the ARPR process associated with
the booking of proved reserves?
MR. TUTTLE: Object to form.
A. The ARPR process, as| recall,
covered the full spectrum of resources. That was
why it was called aresource -- an annual report
on producing resources and not on reserves. It
was for that reason. So it covered the
hydrocarbonsin place, so the STOIIP, if you
like, it covered the scope for recovery. It
covered the expectation volumes. And part of it
would also cover proved volumes. The ARPR wasa
far wider coverage in terms of the totality of
the resources that were available.
Q. Thereferenceto reservesthat were
booked in connection with the January 1st, 2003

0336
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JOHN J. DARLEY

ARPR, does that indicate that it was proved
reserves?

MR. TUTTLE: Object to form.

A. No, it doesn't. When it says some of

the booked reservesin the 1/1/2003 ARPR, as |
mentioned earlier, PDO were not able to come up
with plans in the program build, and therefore
you had the matched volumes.

Now, the program build is that
summation of the production forecasts from each
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of thefields. So over the full lifetime of the

fields then you will have produced the total
expectation reserves.

So | think that thisis going to
refer to expectation reserves.

Q. Did Shell book expectation reserves?

A. I'm hesitating because I'd like to
understand better what you mean by "book,"
please.

Q. Asit'susedinthat paragraph.

A. Yes. Shdl carried on an annual
basis estimates of the expectation reserves from
al the companies around the world.

Q. Anddid Shell utilize the term

0337
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JOHN J. DARLEY
"booked" in connection with the reporting of
those expectation -- well, not the reporting, the
maintenance of those expectation reserves.

A. Yes

MR. TUTTLE: Object to form.

A. Wewould book proved reserves, we
would book expectation reserves. The term "book™
if you like is ssimply one which indicates that
the numbers are being reported.

Q. Thesecond bullet point beneath that
references maturity levels of some of the
undeveloped reserves being overestimated.

Do you recall that finding in
connection with the PDO STOIIP reserves review?

A. Asl mentioned earlier, | recall the
findings of the PDO review. Whether | recall
them in the context of the review itself or
whether it was part of the wider Rockford work
which | undertook later on I'm not sure. But |

recall the finding.

Q. If you go to the next solid bullet
point beneath that beginning with the words

24 "hardly," do you seethat, sir?

25 A. Yes | do.

0338
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2 Q. Itindicatesthat -- it states that
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hardly any of the undeveloped reservesin the

fields under review are supported by field
devel opment plans.

Do you recall that finding?

A. With the same qualifier that | just
gaveyou, yes, yes| do.

Q. Werefield development plans required
for reserves to attain technical maturity?

MR. TUTTLE: Object to form.

MR. MORSE: Same objection.

A. Over time, over the latter half of
the decade of the '90s, Shell had introduced
additional requirements for the booking of
reserves, expectation reserves, which required
more completeness in terms of the projected
development of those fields. So devel opment
plans were part of that.

Subsequently reserves that had been
booked in earlier periods required development
plansto be put in place.

Q. Ifyou'll look at the last sentence
in that paragraph it states, "Although the review
team has not recommended any change of reserves

0339
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JOHN J. DARLEY

classification, as aresult of thistransaction,
it isimportant that the compliance target is
monitored and managed.”

The preceding sentence discusses
PDO's plans for 80 percent compliance within five
years.

The compliance that's being discussed
here, do you know what that's referring to?

A. No, | don't.

Q. Thereferenceto the changein
reserves classification, do you know what that's
areference to?

A. Yes thisisachangein
classification from expectation | think to scope
for recovery.

Q. The expectation reserves --
withdrawn.

Are proved reserves a separate
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category for expectation reserves, or are the

proved reserves a subset of expectation
reserves?
MR. TUTTLE: Object to form.
MR. MORSE: Object to form,
foundation.
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A. Thepicture of theresourcesin its
totality isasfollows. The hydrocarbonsin
place reflects the totality of the hydrocarbons
that are contained in the subsurface. And you'll
note in connection with this review for PDO that
the hydrocarbons in place had been approximately
correct. It was the conclusion of the reserve.

The development plansfor agiven
accumulation will show a projection of how those
hydrocarbons will be recovered in future years.

The most likely or the mid-range
estimate, because there are uncertainties around
such projections, would constitute the
expectation reserves. There are more technical
definitions, but in general that's what it would
comprise.

If we talk about the SEC proved
reserve definition, that is, again, afurther
requirement which is estimated then on the basis
of the hydrocarbon accumulationsin place, the
expected development plans and applying then the
SEC requirements to book a proved reserve.

Q. Can aparticular volume of
hydrocarbons be both expectation and proved

0341
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reserves?
MR. TUTTLE: Object to form.
A. |If we have avolume of hydrocarbons

in the subsurface and we produce them, then the
hydrocarbons are produced and at the end of the
field's life they have been produced. Whether
they were categorized as proved or expectation is
something of amoot point. There are only

certain volumes of hydrocarbons and they are
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produced.

So I'm not quite sure whether |
understand the question, can they both be proved
and expectation.

Q. All right, why don't we move along.

I'd like to direct your attention to
the following page of that document, sir.
Specifically with regard to the second bullet
point on that page.

A. Mm-hmm.

Q. |Itreads, "PDO's plans to safeguard
reserves and to mature scope of volumesto
reserves through studies and FDPs are supported,
although some of the volumes and timings appear
to be optimistic,” and then it continues.
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Do you know what is meant by the term
"safeguard reserves'?

A. | takeit to mean to maintain the
reserves as booked. Asbooked volumes.

Q. Doesthat mean that PDO --
withdrawn. |s safeguarding areserve the same
thing as not debooking areserve?

A. | think in this context of these
reserves and this study, yes, that would be the
case.

Q. Do you know why PDO did not debook
those reserves?

MR. TUTTLE: Object to form,
foundation.

A. No, | don't know why PDO did not
debook those reserves.

Q. If you go down to the next bullet
point, it talks about aggregation of maturation
and production forecasts and the reserve
replacement ratio. It specifically references
additional reserves that can be expected to be
matured by Harweel and Mukhaizna projects. Do
you see that, sir?

A. Yes | do.

0343
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Q. Looking at that paragraph, does that

indicate that Harweel and Mukhaizna were to be
used as offsets for reserves that were already
booked?
MR. TUTTLE: Objection to form.

Foundation.

A. No, | don't takeit to be that they
are offsets for debooking at all. The statement
says that the projection forward is that there
will be areserve replacement of around 1. And
reserves matured by Harweel helps to compensate
for about half the reserve match volumes, which
is the volumes that were not covered by the
business plan. But whether or not it refersto
debooked volumes is another point.

Q. | wasn't referring to debooked
volume. My question was, and I'm sorry if you
misunderstood, | clearly framed it badly, isthe
gist of this bullet point that Harweel and
Mukhaizna would be used as offsets against
unmatched reserves?

MR. TUTTLE: Object toform,

foundation, calls for speculation.

A. What we have hereisaprojection, |
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takeit, of the period 2004 to 2008 of areserve
replacement ratio of 1. Included in that
projection are volumes to be matured from Harweel
and Mukhaizna. And they then provide a
contribution to that reserve replacement ratio of
1.
And the statement that is made here
Isthat that helps to compensate for some of the
volumes which may not be taken into account
because devel opment plans will still be
required.
Q. You can put that aside, sir.
A. Thank you.
Q. Mr. Darley, during the period of 2001
to 2004 were you ever amember of the EP reserves
committee?
A. Yes
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Q. Could you till meduring

approximately what time period you were a member
of that committee?

A. Yes. The EP reserve committee was
constituted in the second half of 2003. And |
joined when that committee was formed.

Q. Do you know why that committee was

0345
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formed, sir?
A. | seem to recall the committee was
formed to provide a steering group, a senior
level steering group for the management and
direction of the annual reserve reporting. That
would be expectation reserve, proved reserve,
annual reporting processes.
Q. Approximately how often did that
committee meet?
A. Again, inthe period 2001 to 2004?
Q. Yes
A. AsI| mentioned, it met for the first
time sometime in the second half of 2003. Soin
that period it met perhaps two or three times.
MR. MacFALL: Why don't we go off the
record.
THE VIDEOGRAPHER: WEell go off the
record, 11:44. Thisisthe end of tape 4.
(Recess taken.)
THE VIDEOGRAPHER: Back onthe
record, 11:56, tape 5.
(Darley Exhibit 18 for
identification, document bearing Bates production
number DB 07635 through DB 07648.)
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BY MR. MacFALL:

Q. Mr. Darley, you're being handed a
document marked as Darley Exhibit 18 for
identification. I'll ask to you look at that,
sir, and tell meif you recognizeit.

A. Yes | seeitasanotefor
information with a covering e-mail from Lorin
Brass dated 20th of February 2002.

Page 211 of 275

file:///C)/Documents¥%20and%20Setti ngs/daustin/Desktop/Deposition%620T ranscripts/111706j d.txt (51 of 116)9/18/2007 4:02:35 PM



file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111706j d.txt

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

Case 3:04-cv-00374-JAP-JJH  Document 345-10  Filed 10/10/2007
Q. Notefor the record that the covering

e-mail indicates that you were one of the
recipients of the e-mail at |east.

Do you recall having received this
particular note for information?

A. No, I'msorry, | don't recall
receiving it.

Q. For therecord, the note concerns EP
hydrocarbon resources. It's an update January
2002. On thefirst page of the actual note
appears a summary section. Beneath that appears
a section captioned "reserves and resources."

Directing your attention specifically
to the first sentence of the text under
"summary," it states, "The total barrel of il
equivalent proved hydrocarbons reserves

0347
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JOHN J. DARLEY
replacement ratio, RRR, for 2001 was 74
percent.”
Do you recall the RRR being in that
range, sir, for that period of time?
A. | don'trecal it at that time. But
| will have seen the note.
Q. Doyourecdl if Shell'sRRRwasa
concern within the company in or about 2002?
MR. TUTTLE: Objection to form.
A. | recal anumber of discussions
about that time. But | cannot be specific asto
timing in relation to the reserve replacement
ratio. It isan important measure of the
effectiveness of the company. Asan oil and
gas-producing company, reserve replacement ratio
is one of the important measures of the success
of the company. And therefore, yes, it was an
Issue that was discussed.
Q. Doyou recall if that issue was
discussed prior to 20027
A. I'msorry, | just don't recall.
Q. When you say discussed, amongst
whom?
A. Thediscussion that | would have been

0348
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JOHN J. DARLEY

party to would be a discussion at the ExCom
level.

Q. Do you recall the substance of any of
the discussions concerning RRR at the ExCom level
during your tenure at EPT?

A. Thesubstancein very general terms
was the challenge that was facing the E& P
organization to achieve areserve replacement

ratio at a sufficiently high level to show the
success of the business.

| don't remember the specifics below
that level of discussion. There will have been
some, but | don't recall exactly what we would
have discussed.

Q. Doyou recal if there was any
pressure placed on EP to increase the group's
RRR?

MR. TUTTLE: Object to form.

A. No, | don't recall pressure being
placed on EP. | think as an EP business
|eadership we ourselves recognized the need to
improve the reserve replacement ratio.

Q. Doyourecdl if EP placed pressure
on the OUs to increase their RRR?
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MR. TUTTLE: Object to form.
A. | think there are a number of
measures which businesses |ook at to measure the
success of the business. Reserve replacement
ratio is one, the effectiveness of the investment
Is another, production levels will be athird.
Different of the operating units
would have their own targets for many of these
measures and would be expected to meet those
targets. That's the way businesses normally
would run.
| don't recall any undue pressure
being placed on this particular measure that you
referred to, reserve replacement ratio, other
than that it is one of the measures of the
success of an operating unit.
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Q. Moregeneraly, do you recall there

being pressure on EP to book proved reserves?
A. If wetak about the reserve

replacement ratio, then that is a consequence of

the booking of proved reserves. So when we talk

about the targets to improve the reserve

replacement ratio, that indeed includes looking

for the booking of proved reserves.
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Q. Well come back to that issue.

I'd like now, sir, to direct your
attention to the second page of this exhibit --
I'm sorry, the third page. Second page of the
note for information.

A. Mm-hmm.

Q. Specifically the second full
paragraph on that page beginning with the words
“the unit finding and development costs." Do
you see that, sir?

A. Yes, | do.

Q. The paragraph discusses the UFDC and
indicates that the UFDC has gone up, at least as
of thistime period.

I'd like specifically to direct your
attention to the third sentence from the bottom
beginning with the word "together" -- actually,
beginning with the words "together with the lower
than planned bookings." Do you see that?

A. Yes, | do.

Q. It continues, "In 2001 this impacts
directly on our competitive position on this

24 indicator where, up until this year, we were the
25 leading player."
0351

1 JOHN J. DARLEY

2 Was the UFDC something that was

3 highlighted by the company with respect to the

4

5
6
-
8

investing markets?
MR. TUTTLE: Object to form.
A. AsI| mentioned earlier, therearea
number of indicators and measures with the
success of a company, so the reserve replacement
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ratio isone. The effectiveness of the capital

spend is another one, unit finding in development
costs is another one. So among a number of
indicators, thisis one that measures the success
of the business.

Q. Prior to thetime when Shell
indicates that it lost its position as the
leading player with regard to that particular
metric, do you recall if Shell underscored that
specific metric for the investing market?

MR. TUTTLE: Object to form and
categorization of the document --
characterization, excuse me.

A. | don't recall that, to be quite
honest.
Q. I'dliketodirect your attention now
to the bottom quote on the page under the caption
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JOHN J. DARLEY
"exposures." Do you seethat, sir?

A. Yes | do.

Q. Thefirst subcaption under that is
" Securities and Exchange Commission (SEC
alignment)." If you look at that short paragraph

there, it discusses the fact that the group
guidelines for booking proved reserves are no
longer fully assigned with the SEC rules.

Do you recall that being discussed at
the ExCom level? | realize thisnoteisfor
CMD.

MR. MORSE: Object to form.

MR. TUTTLE: Object to the form and
characterization of the document.

MR. MORSE: Same objection.

A. | think | commented earlier, and as
you know, | became heavily involved with the
whole Rockford exercise. As part of that work a
lot of the historical findings were part of the
work that we did in Rockford to understand the
recategorization of reserves.

| don't recall whether thiswas
discussed at that timein ExCom or anywhere
else. It was certainly discussed when we got
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JOHN J. DARLEY
into the Rockford business.
Q. One of the things we discussed
yesterday was whether there was concern about the
exploration of the concession at PDO and its
Impact on reserves. Directing your attention
specifically to the second entry under "exposures
end of license," it references license expiry as
possible -- let me try that again. Withdrawn.
It references the impact of license
expiry on proved reserves booked in connection
with certain OUs, amongst those PDO, Abu Dhabi

13 and Nigeria SPDC.

14 Do you recall that being discussed in
15 about 2002, sir?

16 A. No, I don't recall that discussion at

17 that time. | do recall the discussion

18 subsequently.

19 Q. Inconnection with Project Rockford?
20 A. Yes

21 Q. You can put that aside, sir.

22 A. Thank you.

23 (Darley Exhibit 19 for

24 identification, document bearing Bates production
25 number DB 02013 through DB 02017.)

0354

1 JOHN J. DARLEY

2 Q. Mr. Darley, you've just been handed a
3 document marked as Darley Exhibit 19 for

4
5

6
7
8
9
10
11
12
13
14

15
16

identification. If you could please review it,
sir, and tell meif you recognizeit.
A. Yes, | recognizeit asan e-mall
which | sent to Aiden McKay in June 2003.
Q. Couldyou identify Mr. McKay for me?
A. Mr. McKay at that time was working as
amanager in Shell EP Company in New Orleans.
Q. And the subject of the e-mail, "2003
proved reserves additions.” And it's actually an
e-mail chain.
A. Mm-hmm.
Q. Firstl'dliketo direct your
attention to the second page of the document
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which isan e-mail from Mr. McKay to you.

A. Yes

Q. Generally discussing reserves issues
asindicated in the subject of the e-mail.

Directing your attention specifically

to the first full paragraph on that page, it
reads, "Asyou know better than me from the Bob
Davies and Pink days, thisis not a new problem.
We've had mgjor RRR problems since 1987," and

0355
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JOHN J. DARLEY
then it continues.
My question is, do you know what

Mr. McKay isreferring to there when he
references "Bob Davies and Pink days'?

A. Bob Davieswas a senior technical
manager in the Shell EP businessin the mid
'90s. And Mike Pink was also a-- Mike Pink was
adirector | think of the EP business at around
that time.

Q. Do you know what the specific
reference to there is? Were there RRR issues
during your tenure with Shell?

A. Not that I'm aware of, no.

Q. I'dliketodirect your attention now
to the fourth full paragraph beginning with the
words "my point." Do you seethat, sir?

A. Yes | seeit.

Q. If you go about halfway down there's
areference to something in quotes, "the TSTMH

21 view of SPDC." Do you know what Mr. McKay was
22 referring to there?

23 A. No, I don't I'm afraid.

24 Q. If you could turn now to the first

25 page of the document, which is actually the
0356

1 JOHN J. DARLEY

2 subsequent e-mail.

3 A. Mm-hmm.

4 Q. Directing your attention to the

5 second full paragraph in your e-mail dated June
6 16, you wrote, "l don't see RRR asacrisis." Do
7 you seethat, sir?
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A. Yes.

Q. Didyouin fact seethe reserves or
placement ratio asacrisis at al in June 2003?

A. No, I don't think in the term
crisis. Thereason | wroteitisyou'll seein
Aiden McKay's note that he saysin hisfirst
paragraph he accepts the needs for focus on RRR,
but "would ask that you aim to encourage a decent
context in the issue rather than highlight it as
anew crisis." Sol didn't think | had done
that, so | took exception to his characterization
of RRR asanew crisis. And therefore| said
SO.

Q. Thank you.

Directing your attention now to the

fourth paragraph of that e-mail beginning with
the word "equally."

A. Mm-hmm.
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JOHN J. DARLEY
Q. Specifically the last sentencein

that paragraph states, "SepTAR have recently
completed a strategy review with the objectiveto
focus on alimited number of technology areas
which have the potential to make a material
Impact on reserves over the next ten years."

Could you tell me what review you
were -- withdrawn.

Areyou familiar with the review that
was actually -- that you referenced here? It'sa
silly question, I'm sorry, I'm going to withdraw
that.

Could you identify that review for
me? I'll get it out.

A. The specific review that | refer to
here, | don't recall precisely what it refers
to. What we were doing or had done during that
period in the R& D organization was indeed to
review technol ogies with the objective to focus
and refocus our effortsin the R& D portfolio and
on the key areas that we wanted to have asan
Impact.

Q. Doyou recall if there was areport
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25 or apaper that was promulgated as a result of

0358
JOHN J. DARLEY
that --
A. No. I'mtrying torecall. | think

it was part of the work that was going on at that
timeto restructure. | mentioned yesterday that
we had taken the R& D organization out of SepTAR,
and it was in connection with that that we
restructured the R& D groups to give more focus to
the key technologies that we needed to pursue.
10 And | believe that the report will
have been part of the documentation leading to
that change. | don't recall a specific report.
There will have been an internal document on it,
but | don't recall exactly what it was.

MR. MacFALL: Why don't we go off the
record.

THE VIDEOGRAPHER: WEell go off the
record, 12:15, tape 5.
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19 (Luncheon Recess: 12:15 p.m.)
20

21

22

23

24

25

0359

1 JOHN J. DARLEY

2 AFTERNOON SESSION
3 12:58 p.m.

4 THE VIDEOGRAPHER: We're back on the
5 record, 12:58, thisis tape 5.

6

7 JOHN J. DARLEY,

8 resumed, having been previously duly sworn, was
9 examined and testified further as follows:

10 CONTINUED EXAMINATION

11 BY MR. MacFALL:

12 Q. Good afternoon, Mr. Darley.

13 A. Good afternoon.

14 Q. Weve made sort of oblique reference

15 to Project Rockford throughout the course of the
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last day and ahalf. Why don't we probe that

topic at this point.
What was Project Rockford?

A. Project Rockford was a name that was
given to an activity that began early in December
of 2003 or perhaps late November, there wasn't a
real determinant start date. Anditwasa
project which had asits objective to identify
the volumes and location of proved reserves which
may or may not be in compliance with the SEC
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JOHN J. DARLEY
proved reserve definitions as we understood them
at that time.
And it was the combination of the
work of Project Rockford that then led to the
restatement on January the 9th, 2004.
Q. Werethere precipitating events that
led up to the creation -- or the initiation of
Project Rockford?
A. Yes, therewere. Inthe second half
of 2003 audits were undertaken in Oman and the
Nigerian onshore area. And those audits revealed
shortcomings in the reserve submissions, the
proved reserve submissions. And in addition,
work had been done already, as we've seenin the
reserves review for example in Oman. And
commensurately, work was also going on in Nigeria
to try and come to a clearer understanding of the
proved reserve based in that country.
These events came together towards
the end of November 2003, and it was recognized
at that time that the magnitude of the
discrepancy in the volumes were such that a major
effort was required to be undertaken to quantify
the totality of the noncompliant reserve

0361
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JOHN J. DARLEY
volumes.

Q. Priortotheaudited SPDC and PDO,
were you aware of possible noncompliance issues
with the proved reserves at either of those two
Ous?
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A. And| apologizethat | haveto

qualify my answer again, and it's alittle bit
along thelinesthat | qualified earlier. | was
deeply involved in the Rockford exercise. | led
that project. And in connection with that work |
became aware of a number of earlier notes and
papers and discussions that had been written. |
just don't recall whether | was aware at the time
of those notes that these were issues that | had
been party to or discussed. Certainly inthe
course of the Rockford work | became aware of
it.

Q. Doyou recall how it wasthat you
were first approached about heading up Project
Rockford?

A. Yes. | wasapproached by Mr. Walter
van de Vijver early in December of 2004 who
informed me that following a meeting of the
committee of managing directors, the committee
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JOHN J. DARLEY
had asked me to lead the activity to quantify the
noncompliant volumes and represent the results
and to present the results of that work to the
CMD.

Q. Did Mr. vande Vijver giveyou a
timetable by which this work was to be performed
or completed?

A. Given the magnitude and the

seriousness of the volumes of which we're
speaking, the work was to be done as quickly and
as effectively as possible. Thiswas recognized
to be potentially market sensitive information,
and therefore the work was done under extremely
tight security so that there could be no leak of
knowledge, no prejudice in the market. And
therefore, the work had to be completed in a
very, very short time frame.

Q. Wasthere ateam assembled to
complete the work in connection with Project
Rockford?

A. Yes, therewas. | used a number of
players who were already very familiar with the
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reserve situation, and | worked together with

colleagues from operating companies around the
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JOHN J. DARLEY
world who were party to the reserve submission
process. So therewas, if you like, an informal
or virtual team working.

And the way we worked was to assign
individual elements of the work to individuals so
that very few people had the full picture, and
therefore the overview. People would understand
in Oman that they were working on that particular

piece of the Rockford exercise. Similarly,

people in Nigeriaand so forth. But it was only
avery limited number of people who had the total
overview.

Q. Do you recall approximately how many
peoplein total knew the complete picture
regarding the work to be done by Project
Rockford?

A. | think if wetalk about the period
up to January the 9th when the first disclosure
was made, that would be avery small number of
people. | worked to prepare and submit
submissions to the committee of managing
directors so that the members of the committee of
managing directors were certainly aware of the
full picture.
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| worked closely with Mr. Frank
Coopman in the EP business, he was CFO. Andin
the immediate area Mr. John Pay reported to mein
this connection. And there may have been one or
two more individuals whose names | don't recall
now, but it was avery, very tight number of
people. The legal advisors certainly were
closaly involved both at an EP advisor level as
well as a Shell business level.
Q. Thelegal advisors, were these
outside counsel?
A. At that time we were working with our
internal legal advisors, but also with afirm
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called Cravath who advised us on the submissions

of the documents related to the 20-F.

Q. Doyou know an individual named Anton
Barendregt?

A. Yes, | do.

Q. Mr. Barendregt was the group reserves
auditor during the period 2001 certainly to 2004
| believe, isthat correct?

A. Thatiscorrect.

Q. WasMr. Barendregt involved in
Project Rockford?
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A. Yes hewas. Since some of hiswork
on the Nigerian and Oman audits was used as input
to Rockford, he was aso consulted as we put
together the picture.
Q. During the course of Project
Rockford, did you or any other member of the
Project Rockford team have occasion to speak with
Mr. Barendregt concerning the various conclusions
reached in his audit reports for the OUs that
were the subject of Project Rockford?

A. Yes Yes wedid.

Q. Doyourecal if somebody spoke with
Mr. Barendregt concerning his audit reports with
regard to the Gorgon field?

A. | don't recall personally having a
conversation myself with Mr. Barendregt on
Rockford. But since that was one of the fields
in the recategorization, I'm sure that we will
have had -- somebody will have had conversations
with Mr. Barendregt on that.

Q. Organizationally within the project
team, were various individuals assigned various
OUs or were areas of responsibility broken down
some other way?
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A. During that initial period to January
the 9th, our key challenge was to be able to
quantify the volumes that needed to be
recategorized so that we could move as quickly
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and effectively as possible to the market.

At the same time we also wanted to
provide an understanding for the need for the
recategorization. Although we recognized that
that would perhaps take alittle bit longer to be

able to go into the details.

So the way the work was set up was a
central coordination of those volumes under
Mr. John Pay, and then the submission of the data
from each of the operating units was handled
largely within the operating area themselves. So
within each of those countries that were
involved, the responsible playersin those
countries were party, as | said earlier, to their
part of the submission.

And then the other -- so that was the
database of the volumes, if you like. And
associated with that | worked with John Pay, with
Mr. Frank Coopman and othersto try to understand
the reasons for the need for the
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recategorization.

Q. Could you describe for me the manner
in which you, Mr. Pay and Mr. Coopman went about
attempting to ascertain the reasons for the need
for the recategorization?

A. Yes. Welooked to the audit reports
that had been done in the various companies over
the preceding few years. And where there was

lack of clarity asto exactly what was being done
or not, then we may have made contact with
individuals in those countries to discuss with
them their premise for booking or not booking
certain volumes.

Q. Inorder to determine whether or not
specific volumes were compliant with the SEC
requirements, was it necessary for the individual
involved in Project Rockford to garner or obtain
afirm understanding of the SEC requirements
concerning the booking of proved reserves?

A. Yes itwas.

Q. Who wasit that -- withdrawn. Who
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23 provided that information concerning the exact --

24 the requirements of the SEC concerning the
25 booking of proved reserves?
0368
JOHN J. DARLEY

MR. TUTTLE: Objection; form,

foundation.
A. Theindividualswith the best

awareness of the SEC requirements were the
individuals who were charged with compiling the
reserve data. So in the first instance, John Pay
as our reserves coordinator, Anton Barendregt
himself whose name you have mentioned.
10 And also in this context we had
contact with Mr. Rod Sidle who worked in SEPCO in
the same area of the business looking at reserve
categorization. And he was extremely familiar
with the requirements and the guidance of the
SEC. So thoseindividuals certainly helped.

Cravath themselves would aso give
opinion asto the SEC requirements.

MR. TUTTLE: I'mgoing to instruct
you when you're discussing information you
received or obtained from Cravath, we're not
authorized to waive the company's privilegein
this, so you can stick to the topic but 1'd ask
if you're talking about something that comes from
or to Cravath or any of theinternal counsel at
25 Shell, that we at least have a discussion perhaps
0369
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off the record to make sure that we're not
waiving inadvertently a privilege.
MR. MacFALL: That'sfine, thank
you.

A. And| think that roughly coversthe
areas of expertise.

Q. Doyou recal if members of the
Project Rockford team went back and looked at
10 documentation underlying theinitial booking of
11 thereservesat issue?

12 A. Incertain circumstances, yes. But |
13 couldn't say that that was the case in every

©CoooO~NOOLPA~WNPE

Page 225 of 275

file:///C)/Documents¥%20and%20Setti ngs/daustin/Desktop/Deposition%620T ranscripts/111706j d.txt (65 of 116)9/18/2007 4:02:35 PM



file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111706j d.txt

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

~ Case 3:04-cv-00374-JAP-JJH  Document 345-10  Filed 10/10/2007
clrcumstance.

Q. During the course of the team's work
in Project Rockford, did you provide Mr. van de
Vijver with periodic updates of the status of
that work?

A. Yes wedid.

Q. How was that information conveyed to
Mr. van de Vijver?

A. |think it waslargely viae-mail.
But it may also have been averbal briefing. It
was over the period as we came to the end of the
exercise, over the period Christmas and New Y ear
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of 2003. And therefore not everybody was working
in an office environment; some of the work was
being done from individual homes, so it wasn't
always possible to contact. So e-mail and verbal
contact.

Q. Did theteam keep anyone else
apprised of the status of the work being done by
Project Rockford?

A. In connection with the communication
with Mr. van de Vijver, we would have also kept
appraised the financial comptroller and the
financial groups and legal groups who were
involved in this exercise.

Q. Could you identify specifically the
individuals who were kept apprised of the status
of the work being performed in connection with
Project Rockford?

A. Widll, Frank Coopman was working as a
member of the team virtually. At the sametime

21 wewill have kept apprised Mr. Tim Morrison who
22 wasthe group comptroller. Mr. Baird Hess and
23 Mr. -- sorry, his name escapes me, the EP legal

24 counsdl. | lost him, sorry.

25 Q. That's okay.

0371
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2 A. Youwill know to whom I'm referring,

3 but hisname -- Curtis, Mr. Curtis Frasier. And

4

inturn | believe that Mr. Morrison will have
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informed members of the committee of managing

directors.
Q. Doyou recal if you were asked to
make presentations to the committee of managing
directors during the pendency of the Project
Rockford work?

A. Yes | was

Q. Do you recall how many such
presentations were made to the CMD?

A. | don't remember exactly how many
presentations, but we made three, perhaps four
such presentations in the latter part of December
and early in January.

Q. Do you remember the substance of the
information conveyed at the various presentations
to the CMD?

A. Notin detall because there was quite
abit of information. But in essence, it wasto
provide an update of our understanding of the
volumes which were not compliant with SEC
requirements. And those numbers as we continued
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to work changed as we gained a better
appreciation. And therefore the update each time
would be an update on the current status of the
numbers. At certain stages also of the financial
consequences of changes if we would make them
improved reserves, in terms of the historic
impact on the company's stated profit and loss
and accounts.

Q. | believeyou stated that asa
consequence of the work performed in connection
with Project Rockford, certain proved reserves
were recategorized, correct?

A. Thatiscorrect.

Q. Doyourecal if proved reserves were
recategorized in connection with PDO?

A. Yes, | do.

Q. Do you recal the reason or reasons
for the recategorization of the reserve volumes
at PDO?

A. Asl recal, the prime reasons for
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the recategorization in PDO related to what is

termed " project maturity,” which relates to the
current state of maturity of the project in terms
of its readiness to proceed. Where projects were
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not sufficiently ready to proceed, then those
reserves would be removed, would be debooked.

Q. Doyou recall some of the reasons why
various projects were found not to be ready to
proceed at PDO?

A. AndI'm now basing my answer on my
knowledge gained during Rockford and not prior to
that. A number of projects had been carried in

PDO, in the expectation that they would have been
either implemented or brought into the
implementation phase. And it was found that that
was perhaps premature and that the projects would
be developed but not in the time frame originally
envisaged. And therefore, they were not
sufficiently mature.

Q. Didyou ever ascertain that certain
projects had not attained project maturity
because they lacked field development plans? And
I'm specifically referring to PDO.

A. Mm-hmm. That was one of the reasons,
or that was among the reasons for lack of
maturity. Other reasons may be that the field
development plan had changed over time, that an
initial plan had been prepared but that with the

0374
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passage of time and changing appreciation of the
reservoir characteristics, that an update to that
plan was required. So the reserves again need to
be debooked pending a completion of a current
field development plan.

Q. Aspart of your work in Project
Rockford, did you undertake to ascertain when
concerns about the proved reserves at PDO first

arose? Do you understand the question?
A. Hmm.
MR. TUTTLE: Object to form.
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A. | don't think we -- as part of

Rockford, | don't think we tried to analyze when
concernsfirst arose. | think we tried to
analyze when was the booking perhaps no longer
compliant with SEC requirements. But that's
somewhat different from trying to ascertain when
concernsfirst arose.

Q. Areyou familiar with the term "red
flags'?

A. Yes

Q. Aspart of the work performed on
Project Rockford, did the Project Rockford team
ascertain whether or not there were red flags in

0375

25

JOHN J. DARLEY

connection with the reserves booked -- the proved
reserves booked at the OUs at issue?

MR. TUTTLE: Object to form.

MR. MORSE: Objection to form. Calls
for alegal conclusion.

MR. TUTTLE: Same objection.

A. I'mfamiliar with the term "red

flags." | don't recall using the term "red
flags' in connection with our Rockford work.

Q. Doyourecdl if anybody ascertained
whether or not there were any warning signs with
respect to the proved reserves that were
ultimately recategorized as a result of the work
of Project Rockford?

MR. TUTTLE: Object to the form.
MR. MORSE: Object to the form.

A. | think as| mentioned earlier, when
| undertook -- was involved in the Rockford work,
we came across notes and papers and submissions
that had been written in previous couple of years
which had identified volumes which were
potentially at risk as proved reserves. Soin
that sense, yes, we identified earlier
indications of some concerns.

0376
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Q. Weve been talking about PDO
specifically. SPDC was another OU that had
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proved reserves volumes recategorized, correct?

A. Thatiscorrect.

Q. Wereyou aware that SPDC had a
moratorium in place since | believe 2001 with
respect to additionsto its proved reserves?

MR. TUTTLE: Object to form.
Foundation.
MR. MORSE: Object to form.

A. | became aware of the moratorium as
part of my Rockford work. | don't recall whether
| was aware of it earlier.

Q. Didyou come to have an understanding
asto why that moratorium was imposed?

A. Again, aspart of my Rockford work |
came to understand why it was imposed.

Q. Could you briefly describe for me why
it was that moratorium was imposed?

A. | believe at thetime of the
moratorium, there was arecognition in SBDC that
the current projected production forecasts from
SBDC fields was such that the then booked proved
reserves would not be recovered in the license
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period. And therefore no additional reserves
were booked, and hence the moratorium.

Q. Separate and apart from your work at
Project Rockford, was it your understanding that
proved reserves related to volumes that could be
produced within the license period?

MR. TUTTLE: Objection to form.
MR. MORSE: Same objection.

A. Sorry, could you repeat the question,
please?

Q. Sure. I'll rephrase. Excluding the
work that you did in connection with Project
Rockford, did you have an understanding as to
whether or not proved reserves could only be
booked for volumes that could be produced within
applicable license periods?

MR. TUTTLE: Objection to form.
MR. MORSE: Object to the form,
foundation.
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A. My understanding prior to Rockford

was that there was a requirement for reasonable
certainty of production of agiven volumeto have
it categorized as a proved reserve. The
understanding of reasonable certainty | believe
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has changed over time. So a number of aspects of
reasonabl e certainty have been tightened or
become tighter partly as a result of guidance
from the SEC in that area. The earlier
requirement in 1978 was reasonable certainty, but
there was no real clarity asto what that

entailed.

So if you look at the license period,

then production of volumes within the license
period certainly falls within reasonable
certainty. But it doesn't necessarily preclude
volumes which are produced beyond the license
period if there is areasonable certainty that

the license may be extended.

And therefore, if you ask me was it

my understanding that proved reserves would be
restricted only to license period, | think it

would depend on the license in question and the
confidence or otherwise which the company had
that the license would be extended.

Q. Wereyou ableto draw any conclusions
regarding the certainty that Shell had concerning
the license extension in connection with the SBDC
based on the imposition of the reserves
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moratorium?
MR. TUTTLE: Object to form.
MR. MORSE: Same objection.

A. I'msorry, | didn't quite understand
the link between the reserve moratorium and the
licenses. Could you rephrase it?

Q. Sure. Wéll, do you think therewas a
connection between the imposition of the

moratorium and Shell's assessment of the
likelihood of alicense extension in Nigeria?
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MR. TUTTLE: Again, atime period on

that? Sitting here today? During Rockford?
Some other time?

Q. Priorto -- you know what, I'll
withdraw the question altogether. He's unaware
of thefactsin time. Let'sjust move on.

During the conduct of your work in
connection with Project Rockford, | believe you
indicated that you periodically updated Mr. van
de Vijver. Did you ever obtain feedback from
Mr. van de Vijver concerning your work?

A. Yes | did.

Q. How wasthat feedback communicated?

A. Bothine-mail and verbal.
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(Darley Exhibit 20 for
Identification, document bearing Bates production
number RJW 00131060 through RJW 00131073.)
Q. Mr. Darley, you've just been handed
what has been marked for identification as Darley
Exhibit 20. I'll ask you to take alook at that
and let me know if you recognizeit.
A. Yes, | recognizeit asachain of
e-mailsrelated to adraft on the Rockford note.
Q. Thelatest of the e-mails appears at
the top of the first page and that is one from
Mr. van de Vijver to John Pay in which you were
cc'd along with Mr. Coopman and Mr. Bell.
Do you actually recall receiving this
e-mail from Mr. van de Vijver?
A. No. | don't recal this particular
one but | received quite a number during this
period.
MR. TUTTLE: Aswith yesterday, |
don't know the condition in which this document
was produced to you, but looking at the document
and the numbering on the bottom, it appears to be
several e-mails stapled together that are not
actually part of the single chain. Sincethe
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bottom number begins 1-2-1-2, | realize they're
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consecutively Bates numbered, so | don't make any

representation as to how it was produced to you.
MR. MacFALL: | will tell you that
I'm going to for the moment focus on the first
page and treat them, to the extent they appear to
be disparate documents, as disparate documents.
MR. TUTTLE: Sorry, | just didn't
want the record to be confused.
MR. MacFALL: No problem.

Q. Mr. Darley, I'd like to direct your
attention specifically about athird of the way
down the page, | believeit's actually the second
full paragraph, although it's alittle difficult
to tell, beginning with the words "l still feel
uncomfortable." Do you seethat, sir?

A. Yes

Q. The sentence reads, "l still feel
uncomfortable with the increased tightening of
the SEC guidelines, asif the SEC is the reason
we have a problem today," exclamation point.

A. Mm-hmm.

Q. Doyou recall what Mr. van de Vijver
was referring to there?
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A. | canonly assume he'sreferring to
what he statesin his e-mail, that he feels
uncomfortable with the increasing tightening of
the SEC guidelines as the reason we have the
problem today.
Q. Doyou recal that the draft that
Mr. van de Vijver was commenting upon indicated
that the reason for the proved reserves problem
was because of the tightening of the SEC
guidelines?
A. I'msorry, | don't recall which
particular draft was being commented on. And |
wouldn't recall each individual draft asit
evolved.
Q. Doyou recall that the final draft of
that note indicated that the reason for the
problem with the proved reserves was the
increased tightening of the SEC guidelines?
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MR. TUTTLE: Object to form.

A. My recollection isthat the fina
version of the note included a number of aspects,
anumber of factors which had contributed to the
need to recategorize reserves. So | don't
believe that it was a single reason, but there
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were a number of reasons, including this one.

Q. The next sentence reads, "The redlity
appears to be with us driving from aggressive
reserves booking as far as we could stretch the
SEC rules," exclamation point.

Did you ever have discussion with
Mr. van de Vijver concerning the thought
expressed in that sentence?

A. Yes | believel did.

Q. And could you pleaserelate for me
the substance of that conversation.

A. | think by coincidence or otherwise,
the annotations on this particular document are
my annotations. So what you seeis that this
little paragraph has been bracketed and that I've
put a question mark there on the bottom right and
side of the little bracket. And to the left,
although it's partly masked because there's been
ahole punched init, | think there are a couple
of wordsthat | have put which are "to discuss."
Which would indicate that | have discussed this
aspect with Mr. van de Vijver.

Now, | don't recall the exact content
of thediscussion. Only that | think that | made

0384
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the point to him that | believed that there were
anumber of factors which had led to the
recategorization. The onesthat he mentions are
part of that, but that there were others, too.
So the discussion was along those
lines.
Q. Mr.vandeVijver'se-mail goesonto

say, "l want thisreworded." Do you recall if
language in the draft to which thisisreferring
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was actually changed?

A. No, I don't recall whether some
specific words were changed on the basis of this
reguest or this communication. What | would say
is that the draft notes that we were putting
together went through a series of iterationsin
which opinions and comments from the key players
in the Rockford project team were included and
were discussed. That's the way the note came
together.

So there would have been some

iterations, some changes, but whether it's simply
asaresult of thiscommunication, | don't think
SO.

Q. Therest of the paragraph reads, "It
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should also be made clear that as of late 2001
there was areal drive to top-down improve
integrity of our reserves base. Earlier attempts
to do so since 2000 were left to lower authority
levels while pushing for max RRR."
Do you know what Mr. van de Vijver
was referring to there, sir?
A. No, | don't.
Q. Do you know when Mr. van de Vijver
became CEO of EP?
A. Somewherein the middlie of 2001.
Q. Do you know who headed up EP prior to
Mr. van de Vijver?
A. Yes. That wassir Philip Waitts.
Q. Mr. Darley, if | could ask you to
direct your attention to the page ending in Bates
number 066, thisis another e-mail, for the
record, from Mr. van de Vijver, thisone to you,
dated December 7, 2003, subject "reserves note."
As observed by Mr. Tuttle, I'm not sureiif this
Is the same e-mail string but we're going to be
discussing this e-mail standing alone.
First of al, sir, do you recall
receiving this e-mail?
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A. | don't recall receiving the e-mail,

no.

Q. Directing your attention to the very
last paragraph on this page, it reads "Need
honest perspective on reserves bonus impact on
Oman and Nigeria, and when did we stock bookings
in both these countries?’

Do you know what Mr. van de Vijver

was referring to there, sir?

A. Yes | believel do. Inthe case of
Oman and Nigeria, part of the arrangements under
which Shell undertook work in those countries
included areserve bonus over a certain period, |
forget exactly the periodsin question. Those
reserve bonuses were related to increasing
expectation reserves. They were not linked to
proved reserves.

Mr. van de Vijver hereis asking for

a perspective on the reserves bonus impact in
those countries, and when did we stop the
bookings in both these countries.

Q. Doyou recall if asaconsequence of
the work on Project Rockford you came to an

25 understanding of the impact, if any, of the

0387
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2 bonuses on the booking of proved reservesin Oman
3 and Nigeria?

4 MR. MORSE: Objection to form.

5 MR. TUTTLE: Same objection.

6 MR. MORSE: Lack of foundation.

7 A. | think we found alink between the

8
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13
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15
16
17
18

booking of proved and expectation reservesin the
case of Nigeria. I'm not sure whether that was
true of Oman. | can't recall. That'smy
recollection.

Q. Thank you, sir. The next sentence
reads, "The R/P trend in Nigeriais obscene." Do
you know what that refersto, sir?

A. TheR/Ptrendisthereservesto
production ratio trend. | can't comment further
on the comment here.

Q. You can put that aside, sir.
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(Darley Exhibit 21 for

identification, document bearing Bates production

number DARLEY 0540 through DARLEY 0541.)
Q. Mr. Darley, you've just been handed a

document marked for identification as Darley

Exhibit 21. | ask you to take alook at that,

sir, and tell meif you recognize it.

0388
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JOHN J. DARLEY

A. Yes | seethisisanote-- an
e-mail, rather, from Mr. Anton Barendregt to
Mr. Frank Coopman and myself.

Q. For therecord, the subject line of
the e-mail is"Oman reserves controls value" and
Is dated December 8th, 2003.

Mr. Darley, do you recall if this

e-mail was sent to you in connection with the
work you were doing in Project Rockford?

A. | don't recall receiving the e-mail,
but | assume that it was sent in connection with
the Project Rockford work.

Q. Wasthe possible existence of
controls failure one of the issues being examined
in Project Rockford?

MR. TUTTLE: Object to form.

A. |think, as| mentioned earlier, our
prime focus in the period in question up to
January the 9th was to understand the volumesin
the recategorization. As part of that we were
also looking for the underlying reasons. And
within the context of looking for the underlying
reasons, control systems were certainly
addressed.

0389
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JOHN J. DARLEY

Q. Ifyouwould, sir, I'dliketo
specifically direct your attention to the second
full paragraph in thise-mail. Actually, | guess
it's the third full paragraph, beginning with the
words "PDO did not have." Do you see that, sir?

A. Yes | do.

Q. If you could -- if you would read
that paragraph to yourself, and when you're done
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well discussit.

A. Thank you, yes.

Q. Inthat paragraph Mr. Barendregt
describes, amongst other things, the changein
the group's guidelines in 1998 and its impact
upon PDO.

A. Yes

Q. Hethen goes on to discuss what he
refers to as a shortcut that was proposed by
Remco, | believeit's Remco Aalbersin connection
with the booking of proved reservesin PDO.

Do you recall separate and apart from

this e-mail if the work that you did in
connection with Project Rockford showed that the
booking of proved reserves subsequent to the 1998
change in the guidelines was due to this shortcut

0390
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JOHN J. DARLEY

described by Mr. Barendregt?

MR. TUTTLE: Object to form.
Foundation.

MR. MORSE: Same objection.

A. If | understand that question

correctly, did | have an understanding apart from
thise-mail of the process described in the
e-mall.

Q. Yes

A. I'mafrad| don't recal. |
certainly recall the argument and the discussion
in the email. Whether or not 1'd seen it prior
to or separate from the e-mail, | just don't
recall.

Q. I'dlike now to direct your attention
two paragraphs down to the short paragraph that
begins with the words "in addition." Do you see
that, sir?

A. Yes, | do.

Q. It discusseswhat'sreferred to as
the tightening of the group reserves guidelines
following updated SEC guidance, but then goes on
to state, "This aggravated the situation
regarding PDO's proved reserves but did not

0391
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1 JOHN J. DARLEY

2 affect the root cause of the problem, which was
3 that PDO had no proper set of proved
4 field/project reserves.”
5 Is that consistent with your findings
6 in Project Rockford?
7 MR. TUTTLE: Object to form.
8 A. Yes | believe so. Insofar asthe
9 lack of aproper set of proved and field project
10 reserves madeit very difficult to track on an
11 individual field basis the proved reserves for
12 each of the fields and projectsin the PDO
13 concession.
14 (Darley Exhibit 22 for
15 identification, document bearing Bates production
16 number V 00010548 through V 00010550.)
17 Q. Mr. Darley, you've just been handed a
18 document marked as Darley Exhibit 22 for
19 identification. I'd like you to take alook at
20 that, sir, and tell meif you recognize it.
21 A. Yes, | seethisisan e-mail with an
22 attachment from Mr. Frank Coopman.
23 Q. Doyourecal thise-mail
24 specifically?
25 A. No.
0392
JOHN J. DARLEY

Q. Fortherecord, asindicated, it'san
e-mail from Mr. Coopman to Mr. van de Vijver,
cc'd to various individuals including yourself.
The subject is "Rockford-who knew what at
December 31st, 2002."

I'd like specifically to direct your

attention to the third paragraph of the e-mail.

A. Mm-hmm.
10 Q. Beginning "in summary." Do you see
11 that, sir?
12 A. Yes, | do.
13 Q. Itgoeson, "The tension between
14 legacy bookings (in particular Gorgon) in
15 changing internal guidelines was clearly
16 flagged."
17 Do you recall if you discussed that

©CoooO~NOOOLPA~WNPE
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with Mr. Coopman in connection with your work on

Project Rockford?

A. | don't recall aspecific discussion,
but it's very likely that we will have discussed
this, yes.

Q. The next sentence reads, "So where,"
| believe it should be were, "the shortcomingsin
SBDC and Oman."

0393

1

25

JOHN J. DARLEY
What isit that you understand
Mr. Coopman to be saying there?
A. What | read him to be saying is that
In summary, the tension between the legacy books,
in particular Gorgon, and the changing guidelines
isclearly flagged. And aso clearly flagged
were the shortcomings in SBDC and Oman.
Q. If I could direct you now to the
second page of the document. Do you recognize
the attachment to the e-mail which begins on the
second page of this exhibit, sir?
A. | don't recall seeing it before, but
as | mentioned, | probably saw it in connection
with the e-mails and communication around
Rockford.
Q. Theway the document is formatted,
the caption says "EP reserves approval,
12/31/2002." 1t says "what was known," and then
it lists a series of dates and identifies various
documents and issues,
Directing your attention specifically
to the first one, "July 22nd, CMD NFI reserves
outlook," does that refer to the committee of
managing directors note for information? CMD

0394
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JOHN J. DARLEY
NFI?
MR. MORSE: It's July 2002.

Q. I'msorry, did | misspeak? July
2002, thank you.

A. Yes, | assume so.

Q. Directing your attention to the
second bullet point beneath that caption, it
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says, "With the benefit of hindsight, some of the

organic revisions made in recent years now appear
somewhat aggressive; primarily Australia (Gorgon
struggling to reach maturity) and SPDC."
My question is, the quotation that

appears in this document, do you have any
understanding as to whether or not that language
was taken from the July 2002 CMD NFI?

A. | don't know, no.

Q. Directing your attention to the next
bullet point, attachment 1-G, it states,
"Hydrocarbon resource challenges by OU," there
isasubbullet point that follows. The second
one down says, "Australiac Gorgon Stranded Gas,
possible barriers to commercialization." Do you
see that, sir?

A. Yes, | do.

0395
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JOHN J. DARLEY
Q. Doyourecdl if during the course of
your work in Project Rockford you discussed this
issue specifically with respect to when Gorgon
came to the attention of CMD?
MR. TUTTLE: Object to form,
foundation.
A. Inthe course of Project Rockford we
certainly discussed Gorgon and the history of the
booking of Gorgon. | don't recall adiscussion
around when it was brought to the attention of
CMD.

Q. Doyou recall separate and apart from
thise-mail if any of the work done in connection
with Project Rockford focused on when concerns
about the proprietary of certain -- withdrawn.

In connection with Project Rockford,
did any of the work you performed involve when it
was that concerns about the proved reserves
bookings first came to the attention of senior
management?

MR. TUTTLE: Object toform. Asked
and answered.

MS. WICKHEM: Object to form.

A. AsI| mentioned earlier, in the
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JOHN J. DARLEY

context of Rockford we brought forward a number
of documents that had indeed identified concerns
and issues over the previous one or two years and
compiled those as part of the Rockford exercise.

Q. Didyou discuss this specific e-mail
with Mr. Coopman?

A. Inall probability | did, but | don't
recall the specific discussion.

Q. Directing your attention alittle bit
past halfway down the page, the next boldface
captionis, | believeit's "October 3rd, 2002 NFD
to ExCom." Do you know what NFD refersto, sir?

A. Itwould be anote for discussion.

Q. Now, the specific note for discussion
referenced here, that would have been something
that you would have received as a member of
ExCom, correct?

A. Thatiscorrect.

Q. Thefirst bullet point references a
proposal to improve processes around proved
reserves, and one of the things cited is
potential reserves exposure catalogue.

Do you recall that specific
proposal ?

0397
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JOHN J. DARLEY

A. | don't recal it in the October 2002
time frame. Certainly as part of my work on
Rockford | became aware that that note had been
submitted to the EP ExCom.

Q. Outside of the Rockford context, I'm
sorry, you don't recall having seen that note, is
that correct?

A. That'scorrect.

Q. That bullet point goeson, "All
proved reserves that could be under threat of
debooking in the event of 'failure to execute
projects.” Do you recal if you actually had an
opportunity -- withdrawn.
Do you know if a potential reserves
exposure catalogue was ever prepared in or about
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20027

A. Again, in connection with the
Rockford work, | did become aware that such a
catalogue existed and had been prepared. | don't
recall, I'm sorry, the date at which it was first
prepared.

Q. Asl believeindicated here, did that
catalogue list proved reserves that were under
threat of debooking in the event of afailure to

0398
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JOHN J. DARLEY
execute projects?
MR. TUTTLE: Objection to form.

A. Again, in the course of the Project
Rockford work, when we were made aware of the
catalogue, of the note which provided this data,
that catalogue indeed included reserves that
would be under threat in the event of failureto
execute.

Q. Werethere other reserves that were
shown as being under threat of debooking for
reasons besides failure to execute projects?

A. I'mtryingtorecall. There may have
been, but | just don't recall, I'm sorry.

Q. Directing your attention now to the
second to last point from the bottom of the page,
it states, "potential reserves exposure
catalogue." Do you seethat, sir?

A. Yes, | do.

Q. With respect to Gorgon, it states,
"These are not to debook. It isinevitable that
aresource of this magnitude will be developed
eventually."

Do you recall reading the exposure
catalogue -- withdrawn. Do you recall if you

0399

JOHN J. DARLEY
learned that this was the reason that proved
reserves at Gorgon were not debooked?
MR. TUTTLE: Objection to form.
Foundation.
A. Again, in connection with the
Rockford work we examined the reasons for
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bookings and exposures. And in that context we

looked at Gorgon and we found, | think this
phrase is taken from -- perhaps from an audit
report even, or maybe from a summary from the
auditor, in which this reason was given for not
debooking Gorgon.

Q. If you could turn to the next page,

Sir.

A. Mm-hmm.

Q. I'dlike specifically to direct your
attention to the second caption on that page
which | believeis dated January 31st, 2003,
"review of group end 2002 proved oil and gas
reserves summary preparation.” Do you see that?

A. Yes, | do.

Q. Doyou recal if you ever reviewed
the document referenced here, the proved oil and
gas reserves summary?

0400
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JOHN J. DARLEY

A. | don't recal whether | reviewed it
at that time. | certainly will have seenitin
connection with the Rockford work.

Q. Thefirst bullet point that appears a
couple of sentences down indicates that
"significant efforts made during 2002 towards
further alignments of grouped proved reserves
with SEC and group reserves guidelines."

Do you recall if you ascertained in
connection with your work on Project Rockford, or
in Project Rockford that there was a misalignment
between the grouped reserves guidelines and the
SEC requirementsin 2002 and earlier?

MS. WICKHEM: Object to form.

MR. TUTTLE: Objection to form.

MS. WICKHEM: Foundation.

A. Aspart of the Project Rockford work
we examined the internal Shell guidelines for the
preparation of proved reserves. And we
identified within those guidelines that deviances
were noted between the Shell requirements and the
SEC guidelines, or our understanding of the
guidelines at that time.
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25 MR. TUTTLE: Can we take atwo-minute
0401

1 JOHN J. DARLEY

2 break?

3 MR. MacFALL: Sure. Why don't we do
4 that.

5 THE VIDEOGRAPHER: Well go off the
6 record. It'stwo o'clock, tape 5.

7 (Recess taken.)

8 THE VIDEOGRAPHER: Back on the

9 record, 2:18, thisis tape 6.

10 MR. MacFALL: Jonathan, you had some
11 clarifications?

12 MR. TUTTLE: Yes, there weretwo

13 clarifications. Thefirst was you mentioned you

25

were approached in early December 2004 by Mr. van
de Vijver. Wasthat 2003?

THEWITNESS: Yes, I'm sorry, it was
indeed December 2003.

MR. TUTTLE: And the second was|
believe relating to what you described in your
last answer, though untranslated, as "deviances"
within those guidelines. Y ou wanted to clarify.

THE WITNESS: Yes, | apologize. |
may not have been clear enough on the timeline or
the time frame within which those deviances were
identified. | think your question was, were we

0402
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JOHN J. DARLEY
aware in the course of Project Rockford of
deviations between Shell guidelines and SEC
requirements.
There were deviationsin certain
areas of characterization, technical
characterization of the reservoirs such asthe
lowest nonhydrocarbon on the lateral extant.
Those deviations were shown in atabulation in
the reserve guidelines for 2003 and | believe for
2002, athough | don't have afull recollection
of that one. So it was in those time frames that
the deviations were identified.
They had been discussed, clearly,
because they were in the guideline documents
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themselves, and not thought to be of major

consequence in terms of proved reserve
estimation.
BY MR. MacFALL:

Q. Wasit ultimately determined --
withdrawn. As a consequence of the work done on
Project Rockford, were those deviances that you
described on hydrocarbons and lateral extant
found to have had a material impact on the
improper booking of proved reserves?
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JOHN J. DARLEY
MR. TUTTLE: Objection to form.
Callsfor alega conclusion.
MR. MORSE: Same objection.
A. Inthe course of the Rockford work,
we again looked at the consequences, and they
were just two examples | gave and in other areas
of technical deviation. In some instances and
certainly in the summation in totality, then some
of the recategorizations included those aspects.
They were indeed included in the total Rockford
recategorization.

Q. Do you remember the volumes
attributable to those two issues, LKH and lateral
extant?

A. My recollection of the lowest known
hydrocarbon is that did not reconstitute the
recategorization simply because the ruling, or
the definition if you like from the SEC only
became available in the course of 2003. And
therefore that was taken as arevision to the
volumes at the end of 2003. And | seem to recall
around 200 million barrels as the order of
magnitude of that particular revision. | could
be wrong.

0404

JOHN J. DARLEY
| don't recall the magnitude
associated with the lateral extant.
Q. Now, those were two examples of
differences between the group guidelines and the
SEC requirements. Do you recall if there were
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any others?

MR. MORSE: Object to form.
MR. TUTTLE: Same objection.

A. Therewasalisting inthereserve
guideline documents of a number of parameters
where deviation between the internal guidelines
and the SEC -- our understanding of the SEC
requirements were listed. | don't recall, I'm
sorry, the specifics of other such parameters or
categories.

Q. Mr. Darley, if | could ask you to get
Exhibit 22 in front of you again, Sir.

A. Exhibit 22, yes.

Q. I'dlike specifically to direct your
attention to the second page of that document.
Thisisactually language that we discussed a
little bit earlier. The second bullet point from
the bottom referring to Gorgon.

A. Mm-hmm.

0405
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JOHN J. DARLEY
Q. "Asindicated, the reason not to
debook shown hereisit isinevitable that a
resource of this magnitude will be developed
eventually."
To the best of your understanding,

does the reason shown here with regard to Gorgon,
does that comply with the SEC rules concerning
the booking of proved reserves?

MS. WICKHEM: Object to form and
foundation.

MR. TUTTLE: Object to form. Time
frame.

Q. Do you have any understanding of the
SEC requirements concerning booking of proved
reservesin 19 -- the late '90s?

A. 1In1997, and | believe Gorgon was
booked at the end of 1997, there was a
requirement of reasonable certainty that the
resources would be produced in future years. |
think when the Gorgon field was first booked it
comprised a very large gas resource within the
catchment area of the mgjor far eastern LNG
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trade. Onthat basis| believeit could be

considered extremely likely that the resource

0406
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JOHN J. DARLEY
would be developed at some future point. And
hence with the understanding of reasonable
certainty at that time, it could be considered
reasonably certain that it would be produced at
some future point.

Q. Do you know if the concept -- are you
familiar with the concept of commercial
maturity?

A. Yes | am.

Q. Areyou familiar with that concept
with regard to the booking of proved reserves?

MR. TUTTLE: Objectionto form and
foundation.

A. Yes, itis| understand one of the
criteriawhich will govern the booking of proved
reserves.

Q. Doyou know if that criteriawasin
existencein 1997?

A. I'msorry, | just don't recall. |
recall that subsequently there was a better -- or
amore -- aclearer definition of the requirement
for reasonabl e certainty, and that over time,
indeed commercia maturity and the ability to
demonstrate commercial maturity was a

0407
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JOHN J. DARLEY
requirement. | just don't recall what the
requirement specifically wasin 1997.

Q. Areyou familiar with the concept of
technical maturity in relation to the booking of
proved reserves?

A. Yes | am.

Q. Canyou describe that for me?

A. Technical maturity isthe requirement
to have a clear definition of the nature of the

hydrocarbon resource and a good understanding as
to how that resource can be developed using the
technical means available.

Q. Do you believe that Gorgon had
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achieved technical maturity at the time proved

reserves were booked in 19977

MR. TUTTLE: Objection; foundation,
I'm frame.

Q. In1997.

MR. TUTTLE: Did hebelievethat in
19977

MR. MacFALL: Does he believe now
that in 1997.

MR. TUTTLE: Does he believe sitting
here today -- I'm sorry, | just want to get the

0408
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JOHN J. DARLEY
time frame clear.
Q. Let'sstart again. Do you believe
sitting here today that as of 1997, when proved
reserves were booked in connection with Gorgon,
that that project had attained technical
maturity?
A. | redly don't recall exactly what
the underpinning rationale was. So I'm really
not able to comment. Technica work was done, |
certainly recall that, in connection with my
Rockford work. | certainly wasn't familiar with
Gorgon in 1997 itself. | don't believe that |
ever made -- or we ever made an assessment as to
whether or not the technical maturity asit had
evolved over time had changed sufficiently to
have that asareal criteria
So in other words, in 1997 my
assumption is that technical maturity and
commercial maturity as required by reasonable
certainty in our understanding of it at that time
was such that it was. But | haven't delved into
it myself personally.
Q. Therewasa-- withdrawn. The
language that we've been reading concerning the

0409

JOHN J. DARLEY
reason not to debook Gorgon | believe comes from
the potential reserves exposure catalogue that's
also referenced in this document. And that isa
2002 document.
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Do you have an understanding asto

the requirements of technical maturity --

8 withdrawn.

9
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15
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Asyou sit here today, do you have an
understanding of the relationship between the
concept of technical maturity and the booking of
proved reservesin 2002?

MR. MORSE: Objection, form,
foundation.
MR. TUTTLE: Same objection.
A. Isyour question as| sit here today,
do I know what was required in 2002 in terms of
technical maturity?
Q. That'scorrect.
A. And my answer would be without being
able to refresh myself as to the documents, no.
Q. Areyouawareif therewas a
requirement that projects be commercially mature
before proved reserves could be booked as of
20027?

0410
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JOHN J. DARLEY
MS. WICKHEM: Object to form.
MR. TUTTLE: Same objection.

A. My recollection is that guidance from
the SEC was given in 2001 which provided
additional explanation around the concept of
reasonable certainty. Within that context of
that additional guidance, commercial maturity
playsarole.

Q. Doyou know what that roleisin
connection with booking of proved reserves?

A. Thereisarequirement for commercial
maturity, but | don't recall exactly the
component parts of that requirement.

Q. Aspart of your work on Project
Rockford, did you undertake to look at the SEC's
comments concerning its reasonabl e certainty rule
as they were made over time?

MR. TUTTLE: Object to form,
foundation.
MR. MORSE: Same objection.

A. Inthe context of the Project
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Rockford work, we reviewed the various guidance

that had been issued by the SEC over time.
Q. Asaconsequence of that review, were

0411
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JOHN J. DARLEY
you familiar with the requirements for the
booking of proved reserves at various points
during the 2001-2004 time period?
MR. MORSE: Objection to form. Calls
for alegal conclusion.
MR. TUTTLE: Same objection.
A. Asof -- or in connection with the
Project Rockford work, we reviewed the various
clarifications that had been provided by the SEC
over the period and from that would have gained
an appreciation of the requirements for the
booking of proved reserves over the period 2001
to 2004.

Q. Based on that understanding, isthe
inevitability of an eventual development of a
resource a sufficient basis to book proved
reserves under the SEC rule?

MR. TUTTLE: Objection to form,
foundation.

MS. WICKHEM: Objection to form,
foundation.

MR. MORSE: Same objections.

A. With theincreased clarity that was
gained from the SEC clarifications that were

0412
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JOHN J. DARLEY
provided and various communication with the SEC,
we gained a better understanding of the
requirements around reasonabl e certainty.

And what Shell then attempted to do
was to translate those requirements into the
taking of FID, final investment decision, as a,
if you like, a clear demonstration, arigorous
demonstration of intent to proceed with a

project. But that was a Shell decision; it
doesn't necessarily come from the SEC. | don't
believe that the SEC talks about the taking of
final investment decision as arequirement to
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demonstrate commercial maturity. But Shell

elected to do so to give clarity and rigor
internally.
Q. My question is, the reason indicated

in Exhibit 22 for not debooking Gorgon, based on
your Project Rockford work, isit your
understanding that this reason complies with the
SEC requirements concerning the booking of proved
reserves?

MR. TUTTLE: Objection to form,
foundation.

MR. MORSE: Same objections.

0413
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JOHN J. DARLEY
A. | don't quite understand becausein
connection with the Project Rockford work we did
debook Gorgon. So clearly we came to aview that
it was not compliant with SEC requirements for
booking of proved reserves.
Q. Based on the debooking of Gorgon --
withdrawn.
Do you recall discussing with other
Project Rockford team members the reason for not
debooking Gorgon that was given in 2002 as
indicated in this document?
MR. TUTTLE: Objection to form.
MR. MORSE: Lack of foundation.
A. | don't recall specific discussions.
But inevitably as part of our Rockford exercise
trying to understand the history of debooking, we
will have reviewed various documents relating to
the Gorgon field booking. In that context we
probably will have discussed the rationale.
Q. Therationalethat's given here, are
you aware if it complied with the group
guidelines governing the booking of proved
reserves that were in effect in 2002?
A. I'msorry, | just don't recall at

0414

1
2
3
4

JOHN J. DARLEY
that particular time the group guideline
requirements.
Q. Mr. Darley, wereyou aware as a
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conseguence of your work in connection with

Project Rockford that Mr. Barendregt never gave
an unsatisfactory rating in any of hisaudits
prior to 2003?

MR. TUTTLE: Objection to form,
foundation.

MR. MORSE: Same objection.

A. | became aware in the course of the
Project Rockford work that Mr. Barendregt indeed
had not done so.

Q. Wasthat topic ever discussed amongst
the various members of the team working on
Project Rockford?

A. Which team, sorry?

Q. I'msorry, the Project Rockford
team.

A. It probably would have been
discussed. | don't remember a specific
discussion.

Q. Doyou recall discussing that with
Mr. Barendregt?

0415

21

JOHN J. DARLEY

A. | did not discuss that with
Mr. Barendregt | don't believe.

Q. Areyouawareif anyone else working
on Project Rockford did?

A. Not specifically, but as | mentioned,
inevitably it would have been discussed.

Q. Wereyou ever informed about any such
discussions that took place between any other
members of the Project Rockford team and
Mr. Barendregt?

A. Onthat particular --

Q. I'msorry, with regard to that
particular topic.

A. | may have been, in all fairness.
But | just don't recall somebody coming to tell
me that they discussed that with Mr. Barendregt.

(Darley Exhibit 23 for

identification, E-mail Chain, December 18, 2003.)

Q. Mr. Darley, you've just been handed
what has been marked for identification as Darley
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Exhibit 23. 1'd ask you to look at that, sir,

and tell me if you recognizeit.
A. Yes | seethatitisane-mail
chain, the final one of which isamessage from

0416
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John Pay to myself.

Q. That last email from Mr. Pay to
yourself which is dated | believe December 18th,
2003, the subject of which is"Rockford bucket
headings," refersto an earlier e-mail from you
to him regarding the same subject. I'm sorry, it
ultimately refers to an e-mail from Mr. Morrison
to you that contains what looks like a template

of issues to be identified in connection with
Project Rockford, is that correct, sir?

A. Thatiswhat | see here, yes.

Q. My question actually relatesto the
e-mail from Mr. Pay to yoursalf. First, with
respect to your e-mail -- I'm sorry, directing
your attention to the second e-mail that appears
on the first page, you wrote to Mr. Pay regarding
obtaining the data with respect to some of these
fields and indicate that it may be more
problematic for the Oman and Nigeriadata. Do

21 you seethat, sir?

22 A. Yes, | do.

23 Q. Mr. Pay in hisresponse states,

24 "Difficult only in terms of coming up with a

25 plausible explanation for noncompliance." Do you
0417

1 JOHN J. DARLEY

2 seethat, sir?

3 A. Yes | do.

4 Q. Doyou know what Mr. Pay was

5 referring to there?

6 A. Other than what is stated here, no.

7 Q. The noncompliance of which he speaks,
8 was that with respect to the SEC rules concerning
9 the booking of proved reserves?

10 A. Yes | believe so.

11 Q. Thank you. Did you ever discuss that
12 with Mr. Pay?

Page 254 of 275

file:///C)/Documents¥%20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111706j d.txt (94 of 116)9/18/2007 4:02:35 PM



file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111706j d.txt

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

Case 3:04-cv-00374-JAP-JJH  Document 345-10 Filed 10/10/2007
A. Yes, wewill have discussed this part

of the analysis. | think thisrefersto the
Rockford project that | mentioned earlier, that
our work in this period, December 2003 and into
early January 2004, was very much focused on
trying to get to terms with the various areas of
noncompliance, which fields were noncompliant and
the reasons and the history and so forth.

This particular e-mail from Tim
Morrison suggested a framework by which we may be
able to capture such noncompliance and would then
have been able to present the data clearly to CMD
and ultimately then to useit externally.

0418
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JOHN J. DARLEY
So this was an attempt to be able to
categorize the areas of noncompliance of the
Rockford volumes. And | discussed that with John
Pay, yes.

Q. Thee-mail continues discussing
obligations for control and validation. It talks
about Sarbanes-Oxley, and then Mr. Pay writes --
well, I'm sorry, he writes that you should not

"try to invent reasons that we can easily be
shot down on."

Do you know what he's referring to
there, sir? I'm sorry, it's the last sentence of
that first paragraph.

MR. TUTTLE: Objection to form.

MR. MORSE: Same objection.

Q. Actudly, I'm going to withdraw that
guestion. If you would just read that to
yourself and tell me what you think Mr. Pay is

20 attempting to convey there.

21 MR. TUTTLE: Same objection.

22 A. | redly don't know more than what is

23 written here what Mr. Pay was trying to convey.
24 Q. Do you recal anybody attempting to

25 invent reasons with respect to Shell's

0419

1 JOHN J. DARLEY

2 noncompliance with the SEC rules concerning the

3

booking of proved reserves?
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4 MS. WICKHEM: Object to the form.

5 MR. MORSE: Object to the form. Lack
6 of foundation.

7 MR. TUTTLE: Same objection.

8 A. | don't. Thework of the Rockford

9 project was very much to try to bring clarity and
10 transparency to the Rockford volumes. And that
11 wasthereason for this framework that Tim

12 Morrison had proposed here.

13 It was with good faith that we were

14 trying to complete that data and present a clear

15 picture.

16 (Darley Exhibit 24 for

17 identification, document bearing Bates production
18 number DB 03140 through DB-3182.)

19 Q. Mr. Darley, you've just been handed a
20 document marked as Darley Exhibit 24 for

21 identification. 1'd ask you to take alook at

22 that, sir, and tell meif you recognize it.

23 A. Yes, | seeit'sapresentation.

24 Presentation material, anyway, which was prepared
25 for the group audit committee.

0420

1 JOHN J. DARLEY

2 Q. Didyou participate in that

3 presentation?

4 A. Yes | believel did.

5 Q. Thecovering e-mail isan e-mail from
6 you to Mr. van de Vijver attaching those

7 presentation materials, correct?

8 A. Thatiscorrect.

9 Q. Do you recall who actualy prepared

10 these presentation materials?

A. Thereare quite anumber of charts
here. They will have been prepared by the
project -- Rockford project team, so myself, John
Pay, others would have been involved in the
preparation of this material.

Q. With respect to those portions of
these materials that you did not personally
prepare, do you recall if you reviewed those
materials?

A. 1 will certainly have reviewed them

NPRPRRRRRERRR
QOWOWOW~NOUNWNLER
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at that time. | don't recall today reviewing

them.

Q. Do you recal the purpose of the
presentation to the GAC?

A. Yes. The purpose of the presentation

0421
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JOHN J. DARLEY
to the group audit committee was to appraise them
of the situation with the categorization of our
proved reserves.

Q. I'dliketodirect your attention
specifically to the page ending in Bates number
DB 03144.

A. Mm-hmm.

Q. Thetext on that page references
slides showing a story line on the historical

perspective. And | take it that references the
reserves issue and the ultimate recategorization
recommended at the completion of Project
Rockford, is that correct?

MR. MORSE: Objection to form.

MS. WICKHEM: Object to form.

MR. TUTTLE: Same objection.

A. | would assume that this coversthe
dlides that are following that show the history
of the project, yes.

Q. If I could specifically direct your
attention to page ending in Bates number 146. Do
you have that, sir?

A. Yes | haveit.

Q. Thesecond bullet point appearing on

0422
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that page under the heading "historical
perspective” states, " Guidelines changes were
part of asignificant drive towards increasing
proved reserves during 1997-2000." Do you see
that, sir?

A. Yes, | seethat.

Q. Could you explain for me what was
meant by that?

MR. TUTTLE: Objection to form.
A. What | learned during the Rockford
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project was that a project team in 1996 or 1997 |

believe had reviewed Shell's approach to the
booking of proved reserves and had identified

that our approach could have been considered
conservative and made recommendations that would
bring our approach morein line with recognized
standards. Changes were then made in the
guidelines which led to increase in proved

reserves over thistime period that you see

here.

Q. Thefirst bullet point that appears
under the solid line bullet point discusses
scorecards and their impact on proved reserves
bookings. It talks specifically about Gisco

0423

1
2
3
4

5
6
-
8

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

JOHN J. DARLEY
Angola and SNEPCO.
Could you provide alittle more
detail on what was meant by that bullet point?
MS. WICKHEM: Object to form.
MR. TUTTLE: Objection to form,
characterization of the document.
A. Thebullet point here states, "Asyou
see, proved reserves targets in scorecards
resulted in, e.g., aggressive attempts at booking
additional reserves. What | think this captures
IS an opinion that by including targets for
proved reserve bookings in the business
scorecards of individual companies, the outcome
was that there would be an aggressive attempt to
book additional reserves.”

Personally | was never of the opinion
that this was a contributing factor to the issues
that we confronted in Rockford because | believe
that booking of proved reservesis ameasure, as
we've spoken about earlier today, of the success
of an E& P business. And thereforeitisa
natural objective that any company would have.

| think it is aso important to note
that the booking of reservesis a measure of the

0424
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JOHN J. DARLEY
success of the company, and the issue in question
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here was whether the reserves were compliant or

not and not whether or not they were aggressive
bookings.
Q. If you disagreed with the thought

conveyed in that bullet point, why was it

included in these materials?

MR. TUTTLE: Objection;
argumentative.
A. Therewere anumber of perspectives
that are shown here. And whereas| may have
disagreed, there may have been other people who
had a valid opinion that thiswas avalid
perspective.
| think thiswasn't asynthesis, if
you like, of the lowest common denominator. This
were anumber of perspectives that were given and
shared amongst the group as a contributing
practice. | don't disagree that people had an
opinion that this was a contributing factor.
(Interruption.)
Q. Doyou recall any of the individuals

who were part of Project Rockford team who might
have held that opinion?

0425
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JOHN J. DARLEY

A. No, | don't recall it being members
of theteam. | do recall it being comments |
think in the internal auditors reports. And |
think it's, again, afair reflection of the
transparency that we were trying to bring in
Project Rockford that we shared whatever -- not
whatever, but arange of opinions that would be
valid.

Q. Directing your attention to the
following bullet point, it states, "Pressure on
staff to obtain a proved reserves replacement
ratio (RRR) of 100 percent (particularly in
2000)."

Could you explain for me --
withdrawn. Who was applying the pressure that's
referred to in that bullet point?

MR. TUTTLE: Objection to form.
Foundation.
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20 A. | wouldn't know.

21 Q. Didyou agree with that assertion,
22 the assertion made in that bullet point?
23 A. Again, | think I've spoken earlier
24 about the importance of reserve replacement ratio
25 asone of anumber of measures of the success of
0426

JOHN J. DARLEY
an E& P business. And therefore, to meitisno
surprise that we attempt to succeed in one of
these important measures of business, aswe
attempt to succeed in all those measures of
business. And thereforeit isone of the
parameters that were included in this historical
perspective.

Q. Didyou cometo find based on your
work on Project Rockford that the ExCom had
applied pressure to staff at the various OUsto
book proved reserves to support the company's
RRR?

MR. TUTTLE: Objection; asked and
answered. Object to form, foundation.

A. | think, as| mentioned earlier, we
looked at ExCom to succeed in our business
goals. And one of the business goals was to
increase proved reserves as a measure of
success.

Q. That assertion, however, isbeing
made as part of the historical perspective
explaining the improper booking of proved
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24 reserves, correct?

25 MR. TUTTLE: Objection to form,
0427

1 JOHN J. DARLEY

2 characterization of the document.

3 Argumentative.

4 MR. MORSE: Object to form.

5 Q. Withdrawn. What isthis? It'sa
6 historical perspective of what?

7 MR. MORSE: Objection to form.
8 Argumentative.

9 MR. TUTTLE: Same objection.
10 A. What | seethisto be, referring
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again to the slide under number 144, is that the

following slides show the story lineon a
historical perspective. And then therearea
number of slides which capture various aspects of
the history of changesin reserve bookings. And
there are then subsequent examples for PDO and
SBDC.

Q. Am/ correct then that these dides
relate to historical perspective concerning
reserves bookings, is that correct?

A. Thatiscorrect.

Q. Isthat historical perspective
specifically tied to the noncompliant proved
reserves that were booked by the group?

MR. MORSE: Objection to form.

0428
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JOHN J. DARLEY
Characterization, callsfor alegal conclusion.
MR. TUTTLE: Same objections.

A. Thehistorical perspective, asyou
see it here, was an attempt to show how changes
in appreciation of the internal guidelines and
SEC explanations had contributed to the situation
which we found ourselves with Project Rockford.

Q. Mr. Darley, if you could turn your
attention to the following page, sir.

A. Mm-hmm.

Q. Again, it's captioned historical
perspective. There are two headings, one for
SPDC, one for PDO.

With respect to SPDC, the second
bullet point states "proved liquids reserves were
‘frozen,’ not debooked. But aspired production
increases did not materialize." Do you see that,
Sir?

A. Yes, | do.

Q. Didyou ever ascertain why it was
that those reserves were not debooked by SPDC?

A. No, | don't think I did.

Q. Going down to PDO, second bullet
point contains similar information, specifically

0429
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JOHN J. DARLEY
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it says proved liquids reserves were "frozen,"

not debooked when severe production decline set
in during 2001.
Did you ever ascertain why it was
that those reserves were not debooked by PDO?
A. I'mtryingtorecal. | think we
reviewed some of the audit reports and the fact
that they were still work in progress, and the
STOIIP reserves were one of the reviewsin
progress. | believe that those kind of factors
were partly underpinned the reason not to debook,
that there was still work to be done before the
guantification could be completed in the case of
PDO.

Q. Doyou recall if concerns about
Shell's RRR contributed to decisions not to
debook reserves at either PDO or SPDC?

MS. WICKHEM: Object to form.

A. No, | don't think so because the RRR
decisions are -- the RRR data are seen at an EP
business level. And the decisions on booking
reserves of course happen on each individual
operating unit level.

Q. If youwould, Mr. Darley, please turn
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to the next page ending in Bates number 148.
Again, directing your attention to the last
bullet point on the page that states top-down
pressure to book reserves. Could you please
explain for me what this slide was attempting to
convey to the GAC?
A. Thisisthefourth dlidein the
historical perspective sequence, and it coversa
number of aspects which could have contributed to
the Rockford situation. | believe that's what it
was intended to convey to the GAC.
Q. But what was meant by top-down
pressure?
A. Oh, | see.
MR. TUTTLE: Objection to form.
A. | don't recall exactly what was meant
by top-down pressure in this context. It's

Page 262 of 275

file:///CJ/Documents¥%20and%20Setti ngs/daustin/Desktop/ Deposition%20T ranscripts/111706jd.txt (102 of 116)9/18/2007 4:02:35 PM



file:///CJ/Documents¥20and%20Setti ngs/daustin/Desktop/Deposition%20T ranscripts/111706j d.txt

19
20
21
22
23
24
25

~ Case 3:04-cv-00374-JAP-JJH  Document 345-10  Filed 10/10/2007
similar to the earlier slide | think that spoke

about pressure on staff.
Q. Whowasit who actually gave the ora
part -- withdrawn. Wasthere an ora
presentation made to the GAC in connection with
these slides that comprise this exhibit?
MR. TUTTLE: Objection to form,
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JOHN J. DARLEY
foundation.

A. | think there will have been.

Q. Do you know who gave that oral
presentation?

A. | probably gave it mysalf, but |
couldn't be sure. But | think | gave it myself.

Q. Asyou noted, the bullet point
regarding top-down pressureis similar to the
earlier point in one of the earlier slides. Do
you recall what, if anything, you said on those
two bullet points during the oral presentation to
the GAC?

MR. TUTTLE: Objection to form,
foundation.

A. | don't know, and | rather doubt
whether | used all this material in connection to
the presentation to the GAC. Presentations to
the GAC tend to be rather crisp and short. Itis
highly unlikely that | would have gone through
four dides on historical perspective. Soit's
quite likely that this was a draft set of
documentation and that the final presentation
material was somewhat shortened. And therefore,
| really don't know whether or not these points

0432
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were shown to the GAC or what | said at that
time.

Q. | takeit from that you have no
independent recollection as to whether or not you
mentioned top-down pressure during the GAC
presentation.

A. | donot.

Q. Mr. Darley, if | could ask you to
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turn your attention now to the page ending in

Bates number 150. You'll see the second bullet
point on that page discusses the magnitude of the
exposure, SEC interpretations, et cetera. 1'd
like to direct your attention, however, to the
second bullet point beneath that heading which
states, " Debooking held pending (also to avoid
reducing RRR)."

Do you know what was being conveyed
there, sir?

A. What | read thisto state is that
debooking of volumes was held pending, but I'm a
little confused by it because it says that the
full magnitude did not become apparent until
November 2003. And since this document isin
January 2004, then I'm not quite sure over which

0433
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period we are talking about pending, to be quite
honest.

Q. With respect to the parenthetical,

"Also to avoid reducing RRR," do you have any
understanding as to what that was attempting to
convey?

MR. TUTTLE: Objection to form.

A. My assumption from simply reading the
parentheses is that there was an opinion that
pending is held to avoid reducing RRR.

Q. Do you recall any members of the
Project Rockford team expressing that viewpoint?

A. Let me makesurel understand. Do |
remember any members of the Project Rockford team
expressing the view that reserves debooking had
been held pending to avoid reducing RRR.

Q. That'scorrect.

A. No, | don't recall that asbeing a
primedriver, if you like. | think many of the
pending volumes and volumes that were held in the
exposure catalogue so far were very much subject
to either further work in progress or to
assessments of opportunitiesto take further work
to make the volume -- allow the volumes to become

0434
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JOHN J. DARLEY

compliant.

In other words, | don't believe that
there was a compl ete picture until we got to the
Rockford situation. And at that point, then
measures were very quickly taken to debook the
volumes, irrespective of the impact on RRR.

So | believe that what you see here
Isahistorical perspective which culminates with
arealization in November 2003 that there was an
issue of significant magnitude. And that as
quickly and as effectively as possible, those
measures were taken to correct the situation.

Q. All of that sentiment is not

expressed in that bullet point, however.

MR. MORSE: Objection;
argumentative.

MR. TUTTLE: Objection,
argumentative.

A. | would contend that itis. That
once the magnitude and the exposure had become
apparent in November 2003, there was no question
of holding volumes pending. They were simply
disclosed to the marketplace.
(Darley Exhibit 25 for
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identification, document bearing Bates production
number DARLEY 1097 through DARLEY 1104.)

Q. Mr. Darley, you've just been handed a
document marked for identification as Darley
Exhibit 25. I'll ask you to take alook at that,
sir, and tell meif you recognizeit.

A. Yes | do.

Q. Whatisit you recognizeit to be,
Sir?

A. | recognizeit to bean e-mail from
Regtien from myself on the Gorgon reserves.

Q. Would you identify Mr. Regtien for
me.

A. Yes, Mr. Regtien worked in EPT asa
manager for -- he was responsible for the change
program at that time, as we were making the
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changesin EPT.

Q. Thetext of the e-mail from
Mr. Regtien to you concerns the booking of proved
reserves at Gorgon, correct?

A. That's correct.

Q. Specifically Mr. Regtienis
forwarding to you various prior e-mails that
indicate an intent to debook proved reserves at

0436

©CooO~NOOOLPA~WNPE

10

NNNNNRPRRRRRRRERR
BWONRPOOWONOUNWNEPR

25

JOHN J. DARLEY
Gorgon at various points prior to 2003, correct?
MR. TUTTLE: Object to theform,
characterization of the document.
MR. MORSE: Objection to form.
A. What the emails-- and | would have
to read them in detail to recall, but what the
e-mailsas| recall provided was some of the
discussion around the Gorgon booking between
Mr. Regtien and Mr. Barendregt at various times.
Q. Specifically directing your attention
to the second page of the document, there are two
e-mails. Oneisfrom Mr. Barendregt to
Mr. Regtien dated June 5th, 2000. The subject is
SEC reserves Australia. Contained within that
e-mail, or attached to it isan e-mail from
Mr. Regtien to Mr. Barendregt concerning the same
Issue.

I'd like you to direct your attention
actually to the following page, sir, ending in
Bates number 099.

A. Mm-hmm.

Q. There aretwo bullet points that
appear on that page. The second bullet point
states, "With respect to Chevron operated assets,

0437
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the giant Gorgon field is classified as proved
undeveloped, and we intend to downgrade that to
SFR during the upcoming ARPR cycle." Do you see
that, sir?

A. Yes | do.

Q. Didyou ever speak to Mr. Regtien
concerning the reasons for their intention, at
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least as stated here, to downgrade the Gorgon

reservesto SFR?

A. |think | did. | think | spoketo
him in general terms after he had sent me this
e-malil, yes.

Q. Could you relate to me the substance
of the conversation you had with Mr. Regtien
concerning this e-mail?

A. | think it wasn't more than simply
reviewing what he had sent mein hise-mails. As
you saw from his covering e-mail, he went back to
his files and he sent me these documents which he
thought would be relevant.

| think within the context of the
Rockford work, although unknown to Mr. Regtien
because he wasn't party to it, we had aready
seen much of this material if not at that time
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then certainly shortly thereafter. And we had
discussed as part of the Rockford work the Gorgon
situation and we had decided to debook the Gorgon
field.
Q. Didyou ever have discussions with
Mr. Regtien concerning the reasons that Gorgon
was not debooked in 2000?
A. No. Not with Mr. Regtien. But

again, in the context of the earlier discussion

that we have had on Gorgon, there was quite some
discussion with the internal auditors and so

on -- theinternal audit group, with Mr. Anton
Barendregt and others around that time.

And what you see from this exchange
of eemailswas that Mr. Barendregt was involved
with Mr. Regtien on thisissue.
Q. Well just note for the record that

there are two other e-mails here, which I'll try

and spare you all, which essentially also reflect
Mr. Regtien'sintent to -- well, why don't we
handleit thisway. I'd liketo specifically

direct your attention to the page ending in Bates
number 00. If you look alittle bit beneath the
middle of the page, under the four bullet points
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JOHN J. DARLEY
there's a sentence, "l therefore recommend and am
prepared to defend downgrading Gorgon from the
proved undevel oped reserves category to SFR
(commercial/proved techniques)."

Do you recall if you discussed that
specifically with Mr. Regtien?
A. | don't remember discussing the

gpecifics. | remember discussing the overal
issue of Gorgon and the difficulty that was
around the booking or debooking of the proved
reserves. | don't recall discussing this
particular sentence that you point out.

Q. Did Mr. Regtien ever indicate to you
why it was that the Gorgon reserves weren't moved
back to SFR in 20007

A. No, | don't believe he did.

Q. You can put that aside, sir.

Mr. Darley, are you familiar with
something called Project Hugis?

A. Hugis. Couldyou spell it, please?

Q. | bdieveit'sH-U-G-I-S.

A. It'snot H-U-G-I-N?

Q. MaybeH-U-G-I-N. I'm sorry. Areyou
familiar with Project Hugin?

0440
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A. Yes.
Q. Couldyou tell mewhat that is, sir?
A. Yes. If | have the name correct,
it's been alittle while, Project Huginisa
series of recommendations that were made
following the Davis Polk inquiry into the
reserves situation.
Q. Who worked on Project Hugin?
A. Theleader of the project was
Mr. Jacob Stausholm. And there were other
members of the team.
Q. Doyou recall any of the other
members of that team?
A. Mr. Jm Cooper was one member of the
team.
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Q. Now specifically, after Davis Polk

Issued its report, what was the work of Project
Hugin, if you know, in connection with the
issuance of that report?

A. Project Hugin simply took the
recommendations and findings of the Davis Polk
report and translated those into actions which
the company could then take to respond to such
findings.
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Q. Do you recall approximately when

Project Hugin commenced? Clearly it was after
the issuance of the Davis Polk report.
A. Itwasin the early months of 2004.
Q. Didyou do any work in connection
with Project Hugin?
A. Not in connection with the project
itself, but in connection with the implementation
of the recommendations, yes.

Q. Could you describe for me what work
you did in connection with the implementation of
the recommendations?

A. Mm-hmm. The recommendations covered
awide spectrum of activities, including the need
for improved training and education of technical
and commercia staff and compliance with SEC
proved reserves, control measures that would be
needed to ensure that reserves bookings were made
in accordance with SEC requirements. And as part
of my role in EPT and on the EP reserves
committee, | ensured that those recommendations
were carried out to the full.

Q. Doyourecdl if you had any
communication with members of the Project Hugin

0442
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team with respect to the work that you had done
as part of Project Rockford?

A. No, | did not in connection with the
Project Hugin worked. They worked quite
independently.

MR. MacFALL: WEell go off the
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record.

THE VIDEOGRAPHER: Well go off the
record. It's 3:18, tape 6.

(Recess taken.)

THE VIDEOGRAPHER: Back on the
record, 3:25, tape 6.
BY MR. MacFALL:

Q. Mr. Darley, with respect to Exhibit
24, which were the slides that we were discussing
afew moments ago, | note on the covering e-mail
that you forwarded these slidesto Mr. van de
Vijver. Do you recall doing that, sir?

A. | don't recall doing it, but based on
the e-mail, | assume | did it.

Q. Atthetimethat you forwarded these
dlidesto Mr. van de Vijver, wasit your belief
that the information contained in the slides was
accurate?
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A. Atthe-- a thistime period we were
working very hard to pull together material to
present to the GAC. And inevitably there was
quite a bit of parallel work going on, which
means that different groups and different people
would be working together.
And | think it'sunlikely that |
would have reviewed in detail all of this
material and then sent it to Mr. van de Vijver,
which would have been the more normal procedure
but would have taken additional time, clearly.
So the parallel work means that |
will have sent material to Mr. van de Vijver
which | may or may not have reviewed. Some of it
| will have reviewed. For example, the first
dide | remember reviewing because it contains
numbers and it's quite important that the numbers
were accurate because that's what we were going
to discuss.
| don't believe that | reviewed in
detail all the textual slides, and | think that's
why my comment in the covering note says the
attached file pulls together relevant material,
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some of which could be used to present the
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technical story if necessary.

So it certainly wasn't my view and it
wasn't conveyed as my view to Mr. van de Vijver
that thiswas afinal piece of work which now
could be presented to the GAC. It waswork in
progress, some of which | had reviewed, some of
which | hadn't. And my expectation was that in
the course of the next couple of days or so there

will be further iterations of this work.

Q. | believeyou previoudly testified
that you had actually drafted some of this
material.

A. Someof it, yes.

Q. | believeyou aso testified that you
had reviewed the material that you did not draft
that comprise this exhibit.

A. That'sright.

Q. Doyou recall if that review occurred
before or after you sent these materials to
Mr. van de Vijver?

A. I'msorry, | really wouldn't be able
to say.

Q. Do you know who else contributed to
this group of dides, who drafted the material
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that you did not draft?

A. | think Mr. John Pay would certainly
have been involved, | believe Mr. Frank Coopman
would have been involved and perhaps Mr. John
Bell.

Q. Do you have any specific recollection
of discussing these materials with any of those
individuals?

A. No, other than in the general context
of the Rockford project that we would have
discussed such materials.

Q. [I'msorry, by saying in the genera
context of the Rockford project, do you mean the
topics contained in these materials as opposed to
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the slides themselves?

A. | think both we will have certainly
discussed the topics as identified in the
dlides. I'm not sure whether we will have
discussed all the content of every dide at that
stage.

Q. | just have onefollow-up for you,
Mr. Darley, which, again, is an informational
guestion, asthey all are. But this one's more
for my own use.
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Could you please explain for me the
difference between recategorization and a
revision of approved reserves?
A. Yes. Atthistime of preparation of

the volumes as we were working on them in Project
Rockford, we identified that the volumes were
noncompliant with SEC requirements. But we still
had the outstanding question as to the underlying
reason for the noncompliance. If those reasons
for the noncompliance would have been factors
which had changed in the course of 2003, then it
would have been possible to revise datain the
course of that year. There would be current year
revisions. |If there were factors which caused

the noncompliance which related to earlier years,
then it would be necessary to restate the data to
the earlier time frame.

As of January the 9th when we made

the disclosure, we still didn't have clarity as

to whether those changes would be revisions of
the current year information or restatements of
earlier year information, and therefore we called
the totality arecategorization. And the
categories would be defined and would be
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explained in future disclosures as happened.
Q. Doyourecal arevision of the
proved reserves reported or booked for EA in
Angola-- I'm sorry, in Nigeria.
A. I'msorry, | don't recall that
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8 Q. Thank you, | have no further

9 questions, Mr. Darley.
10 A. Thank you.

11 MR. TUTTLE: Thank you, we have
12 nothing.

13 THE VIDEOGRAPHER: WEell go off the
14 record. It's3:32. Thisisthe end of tape 6,
15 volume 2.

16 (TIMENOTED: 3:32p.m.)

17

18

19 JOHN J. DARLEY

20

21 Subscribed and sworn to before me

22 this day of , 2006.

23

24

25
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2 STATE OF NEW YORK
SS.
3 COUNTY OF NEW YORK

| wish to make the following changes, for

4 thefollowing reasons:
5 PAGELINE
CHANGE FROM:

6 CHANGE TO:

REASON:

v

CHANGE FROM:

8 CHANGE TO:

REASON:

9

CHANGE FROM:

10 CHANGE TO:

REASON:

11

CHANGE FROM:

12 CHANGE TO:

REASON:

13
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____ CHANGE FROM:
14 CHANGE TO:
REASON:
15
______ CHANGEFROM:
16 CHANGE TO:
REASON:
17
______ CHANGEFROM:
18 CHANGE TO:
REASON:
19
______ CHANGEFROM:
20 CHANGE TO:
REASON:
21
22

JOHN J. DARLEY
23 Subscribed and sworn to before me
this day of , 2006.
24
25
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STATE OF NEW YORK )
. SS.
COUNTY OF NEW YORK )
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|, SUZANNE PASTOR, a Shorthand
Reporter and Notary Public within and for the
State of New Y ork, do hereby certify:

10 That JOHN J. DARLEY, the witness
11 whose deposition is hereinbefore set forth, was
12 duly sworn by me and that such depositionisa
13 truerecord of the testimony given by the

14 witness.
15 | further certify that I am not

16 related to any of the partiesto this action by
17 blood or marriage, and that | am in no way
18 interested in the outcome of this matter.

19 IN WITNESS WHEREOF, |
20 set my hand this day of

have hereunto
, 2006.
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(Darley Exhibit 11 for identification,
E-mail from Mr. Darley and Attached
A.G. Edwards Analyst Report.)............ 267 11
(Darley Exhibit 12 for identification,
document bearing Bates production
number SMJ 00035555 through SMJ
00035564.)......ccccceieeireeirenenne 280 4
(Darley Exhibit 13 for identification,
E-mail from Mr. Darley and Attached
Affiliate Services Presentation.)........ 293 4
(Darley Exhibit 14 for identification,
document bearing Bates production
number HAG 00161603 through HAD
00161608.).......ccceeverrererreenne 298 5
(Darley Exhibit 15 for identification,
document bearing Bates production
number RIW 00271560 through RIW
00271567.)...cceeveecreereeeeireene 305 23
(Darley Exhibit 16 for identification,
document bearing Bates production
number SMJ 00013709 through SMJ
00013766.)......cccvereereeneeireenne 318 13
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11 number DB 02013 through DB 02017.)....... 353 22

(Darley Exhibit 17 for identification,
document bearing Bates production
number DARLEY 0256 through DARLEY
(020710 PO 324 15
(Darley Exhibit 18 for identification,
document bearing Bates production

number DB 07635 through DB 07648.)....... 345 22

(Darley Exhibit 19 for identification,
document bearing Bates production
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