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I N T E R V I E W 1 

  MR. BOWLING:  Okay, we are on the recording, gentlemen.  2 

It's Larry Bowling.  We are here still conducting at Teekay 3 

Corporation in Vancouver.  We are conducting the final interview 4 

of the day with Mr. Graham Westgarth. 5 

INTERVIEW OF GRAHAM WESTGARTH 6 

  BY MR. BOWLING: 7 

 Q. Mr. Westgarth, you are aware that there's a digital 8 

recorder going, correct? 9 

 A. I am, indeed. 10 

 Q. All right.  Sir, for the record, can you tell me a 11 

little bit about your background and what brought you to Teekay? 12 

 A. Yeah, I guess I went to sea as a cadet in 1971.  I spent 13 

around 18 years at sea and the last five of those was as a master 14 

and I sailed on different types of ships, gas, chemical, tankers, 15 

(indiscernible).  And my last five years at sea -- the last two 16 

years of my seagoing career were with Maersk or A.P. Moller. 17 

  And then that took me into the shore-based management 18 

and I was there with them for about 10 years.  Well, various 19 

positions, I headed up the HSEQ (ph.) department.  I headed up the 20 

marine department.  I headed up the technical at one point.  So I 21 

had a number of positions with A.P. Moller.  And then finally I 22 

became general manager of their U.K. based fleet, which is -- or 23 

U.K. (indiscernible) fleet, which is, I guess, a combination of 24 

container ships, anchor handlers, LPG, conventional tankers, bulk 25 
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carriers, at that point in time.   1 

  And so I was there and very happy there for a number of 2 

years and then I actually happened to meet Bjorn Moller, who's the 3 

CEO of Teekay, and he outlined -- he talked a lot about Teekay's 4 

values, about the -- I mean, at that time it was a much smaller 5 

company and the journey that they decided to embark upon and the 6 

standards they wanted developed within the company, and I guess it 7 

was a pretty exciting prospect.  Then he laid it out for me and he 8 

invited me to join Teekay and I decided the time was right and it 9 

was a good career move for me and you know, Vancouver was an 10 

attraction too. 11 

  I spent 10 years in London commuting three hours a day, 12 

so I was kind of excited by the whole prospect.  So I arrived 13 

here, I guess, in the beginning of 1999, in February 1999, and 14 

I've been here ever since.  And during that time, I guess we went 15 

from 40 ships to close to 200 and we've acquired a number of 16 

companies and built, I think, a very strong operational 17 

organization.  You know, so everything that you see -- I guess Dev 18 

can support this.  We built it from scratch.  We had very little 19 

to start with and now this has all been built in the last decade 20 

or so. 21 

 Q. With regard to your current status as a holder of a 22 

Merchant Mariner's license, is that license still current?  Do you 23 

sail on it or have you sailed on it? 24 

 A. No, (indiscernible). 25 
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 Q. You're shore side now? 1 

 A. I am, yes. 2 

 Q. Okay. 3 

 A. Well, I've been ashore, I guess, 18 years now, so I 4 

think it's a few years ago, I just couldn't see myself going back 5 

to sea. 6 

 Q. I didn't know if you were keeping it valid, just for 7 

continuity or -- 8 

 A. No, no, I just -- 9 

 Q. Okay. 10 

 A. -- let it lapse. 11 

 Q. Okay.  What I want to do is get started with just some 12 

general questions about your management philosophy.  I had a 13 

couple of topic areas.  I was going to ask you to walk me through 14 

your chain of command, but I've got a good grasp of where that is 15 

now and how the master, through the reporting chain, works up to 16 

you there, with regard to the Axel Spirit, so I'm going to skip 17 

that one. 18 

  And I've got a good handle on the size and scope of 19 

company operations, I think, based on what I've seen in the 20 

interviews and other presentations thus far.  So what I'd like to 21 

do is get down into basically the realm of discussions that -- 22 

from you as a senior or the leader for Teekay Marine Services.  23 

Can you tell me, as a leader, what your philosophy is with regard 24 

to the -- your fleet, the operation of your fleet and where you 25 
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want to be in five years, in 10 years from now, with regard to the 1 

company? 2 

 A. Yeah, if I can answer that in a slightly different way, 3 

if that's okay? 4 

 Q. Sure. 5 

 A. I guess -- I think if I can just start with what I think 6 

my role is.  My role I think is -- because with 200 ships I can't 7 

possibly know what's going on every ship, every day.  That's not 8 

my role.  My role is to take the mission of the company and the 9 

direction from the -- the strategic direction from the board and 10 

interpret that into, if you like, the day-to-day tactical plans 11 

that we have to execute upon.  So you know, if I then look at that 12 

or if I interpret that from a Teekay perspective, you know, the 13 

board -- first of all, they're very -- they're extremely 14 

supportive of the management of the company. 15 

  And secondly, they continually challenge us because they 16 

say the operational element of the company to be -- they want it 17 

to be a key differentiator.  And when they talk about the 18 

operational element, they're really talking about what I call 19 

health, safety, environmental and quality components.  That's what 20 

they're talking about.  And the belief they have is, if we excel 21 

in all of those areas, then actually the commercial side will -- 22 

the cash will flow anyway, because we become, if you like, the 23 

preferred choice of customer.  So having said that, the -- you 24 

know, my job in some ways is easy because I'm kind of saying to my 25 
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team, we have to be the best, you know, we have to be the best.  1 

And I guess you've seen some of the material.  Then, having done 2 

that, we say okay, what does that mean, what does it mean to be 3 

the best?  What is it that we need to focus on?  And I think if 4 

you have the operational leadership there, which we spent quite 5 

some time developing, where we said -- we basically outlined the 6 

five key areas that we needed to ensure that we had, good systems 7 

repairs, good processes, good understanding by the people, and 8 

we're actually measuring all of that. 9 

  So we talked about, if you like, (indiscernible), which 10 

the way I describe that is saying we need to build good ships and 11 

then we need to maintain them throughout the lifecycle.  It's not 12 

any more complex than that.  You know, then we talk about risk 13 

management, the leaders in risk management, and that means we need 14 

to understand the risks that we have and then we need to make sure 15 

that we have the correct mitigating policies and procedures. 16 

  So we've spent a lot of time developing what we call the 17 

strategic framework, saying, okay, this is what we want to 18 

achieve, this is the tools that are going to help us achieve that, 19 

and this is actually how we're going to measure it.  So my 20 

philosophy is very much based upon we have to be the best, we have 21 

to ensure that we learn and we continually learn, and that's based 22 

around our core value of continuous improvement, and we should 23 

never be afraid to challenge or (indiscernible) the norms, you 24 

know, or really seek leadership in a true sense.  So I think 25 
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that's -- you know, that's kind of it.  What I'm doing there is 1 

outlining my role and basically some of the philosophies that 2 

underpin that. 3 

 Q. Okay.  A couple of terms you just mentioned certainly 4 

are critical with regard to your -- basically, if you were selling 5 

an auditor on the buy-in with management's commitment to safety 6 

and so forth.  How in-depth is your own knowledge of the 7 

operational procedures there on shipboard that a master may have 8 

to comply with, with regard to simple things as preparation of a  9 

-- delegation to the second to prepare a passage plan or other 10 

forms that are required?  How well versed are you in that aspect 11 

of the safety management system? 12 

 A. I wouldn't say it was -- you know, when we built the 13 

MOMS system, which is where all the policies and procedures are, 14 

then I was very involved, because that was -- when I came here, 15 

they didn't have what I call a robust system and we knew we were 16 

going to grow the company, and it wasn't electronic, it was just a 17 

lot of (indiscernible).  So I was very involved in the project of 18 

establishing MOMS and the policies and procedures.  But you know, 19 

that's kind of -- as the company's growing, then I moved further 20 

away from that.  So I wouldn't say I had -- 21 

 Q. What title were you wearing at that point?  I'm sorry 22 

for the interruption, but what was your position? 23 

 A. I was head of operations. 24 

 Q. Okay. 25 
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 A. So I was vice president of operations -- 1 

 Q. Okay. 2 

 A. -- at that point. 3 

 Q. All right.  I'm sorry for interrupting. 4 

 A. I came in that level, you know. 5 

 Q. Okay.  But as you've progressed up through the ranks -- 6 

 A. Well, that was just kind of -- you know, my boss was 7 

still the same boss I have today. 8 

 Q. Right, right. 9 

 A. My title was elevated but I wasn't -- my job scope 10 

didn't change, really.  What has changed is the size of the 11 

company. 12 

 Q. Yes. 13 

 A. Yeah. 14 

 Q. Certainly.  Well, with that said, where would you rate 15 

your knowledge of the actual procedures and policies that a 16 

master, on a daily basis, would have to conform to, with regard to 17 

your depth of the knowledge of the multitude of policies and 18 

procedures that a master would be exposed to on a ship? 19 

 A. On a scale of naught to 10 or, you know -- 20 

 Q. Just your own words. 21 

 A. I think if I was on a scale of naught to 10, I would 22 

think it's probably six or seven. 23 

 Q. Okay. 24 

 A. I don't have a detailed knowledge of each and every 25 
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procedure. 1 

 Q. You used the term several times, with learning and 2 

mentioning to your staff that you have to be the best.  At 3 

present, with the facts you know from the allision that happened 4 

with the Axel Spirit alliding with the Ambrose Light, how has it 5 

impacted you as a leader and have you -- what have you done, as a 6 

leader, to help your subordinates learn from this, and then, what 7 

expectations you have as -- again, as a leader to them, to modify 8 

things to make a difference? 9 

 A. Yeah. 10 

 Q. A very big question, but -- 11 

 A. No, I'll try and come at it from a couple of different 12 

angles.  I think the first thing is, because the level of core 13 

accident, in our terminology -- 14 

 Q. Right. 15 

 A. -- then anything that gets above a Level 3, which is a 16 

four or a five, then basically I then step in and say look, I'll 17 

(indiscernible) the investigation team and that investigation team 18 

will report directly to me.  So that kind of -- and which is 19 

exactly the approach that we took in this case.  And then, once we 20 

have the investigation report and of course -- you know, I 21 

distribute that to the people I think can provide input or provide 22 

some additional facts, whatever it is, I think, and then we kind 23 

of align ourselves in terms of these recommendations, they make 24 

sense.   25 
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  And thereafter, you know, the way it's set up, those 1 

recommendations are closed, then once it closed, then it comes -- 2 

the report comes back to me and then I sign off (indiscernible).  3 

Typically, when they bring it back to me, I'll say okay, have 4 

really done this, or, you know, can we look ourselves in the 5 

mirror and truthfully agree to this, and then it's signed off.  So 6 

that's kind of one level.  In terms of how I thought about this, 7 

and I thought about it in a couple of ways and I'll talk -- and 8 

I'll provide you some examples of what we did. 9 

  The first thing I thought about was, you know, 10 

(indiscernible) this is something that we should've picked up, 11 

that would've been a forewarning to any of us.  And so we did an 12 

exhaustive research, I guess.  You know, you've probably done the 13 

same research and looking at various inspections, various reports 14 

about the master -- 15 

 Q. Right. 16 

 A. -- et cetera, et cetera.  And this is a guy I actually 17 

knew personally and so it wasn't -- you know, there's several 18 

hundred masters out there and I know quite a lot of them and I 19 

know a lot more about some than others.  But this is a guy I 20 

actually knew quite well and actually rated very highly, so that 21 

was kind of a stopping off point for me, really.  22 

  But we went through, I think, everything that -- all of 23 

the audits or back to basics, you know, any SCOPE reports that we 24 

had, and there was nothing that we could find to indicate that we 25 
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should've picked something up.  So that was kind of -- that's why 1 

this is one of the most difficult cases I've been having in terms 2 

of, you know, what is it you really need to learn and how do you 3 

invent the learning in the organization.   4 

  And to be frank, I felt really sorry for this guy 5 

because this was more or less -- I think he more or less made the 6 

decision to retire and this is, you know, after 30 or 40 years of 7 

great service to the marine industry.  For this to happen, you 8 

know -- you know, because he's a proud guy and he's a professional 9 

guy, you know, so I felt, I really felt -- on a personal level, I 10 

felt sorry for the guy. 11 

  But the second thing that it kind of reinforced to me 12 

was that a number of the programs we've developed -- and you know, 13 

SCOPE is our competence program and SCOPE is something that we 14 

developed some years ago because we felt that the STCW didn't -- 15 

that was a basic level and if we wanted to be leaders in the 16 

industry, that wasn't -- we needed to build upon that.   17 

  So we needed to build our own individual competencies, 18 

which, again, reflected the ambition of the company and the 19 

standards of the company, how we wanted to achieve.  So I think 20 

the first thing I kind of said is, you know, how -- SCOPE is 21 

something we developed a few years ago, and I guess probably three 22 

or four, and we won an award for it, it was the first in the 23 

industry. 24 

 Q. Right. 25 
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 A. We've just actually got another award last week, that 1 

was announced for the same program.  And I kind of went back to, 2 

you know -- and we still believe in it.  It's still the right 3 

program because it's giving us what we set out to achieve.  And I 4 

think what we did find was that there were still some areas where 5 

the implementation wasn't as effective as it should be, so that 6 

was a key finding.   7 

  So we kind of -- we got together as a team and said 8 

okay, we really need to push this out and be more stringent in 9 

terms of ensuring that the SCOPE program is being fully adhered to 10 

and supported by the shore management, so that was a bit of a 11 

learning.  So there's been a renewed focus on SCOPE and you know, 12 

I think it's -- so that's another thing that we made a material 13 

decision about. 14 

  The other thing that I challenged was basically both of 15 

these guys had done bridge team management courses in the not too 16 

distant past, but there's obviously a bridge -- and one of the 17 

things that we teach them on bridge management, bridge team 18 

management courses, is how important communication is, and there 19 

was a distinct lack of communication in this particular instance.  20 

So then we got to thinking and talking about this and we made -- 21 

we invested already, in some years previously, or not -- a couple 22 

of years ago -- in a LNG cargo simulator, which is our own 23 

simulator. 24 

 Q. Right. 25 
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 A. And we employed an instructor and developed our own 1 

training courses and we run our own LNG training, and the reason 2 

for that was that we felt that we didn't want to rely on other 3 

training establishments to train our people in what we consider a 4 

high-risk operation.  We just invested, around about this time, 5 

just previously, in a bridge simulator, basically because we felt 6 

that because we were training people around the world in bridge 7 

team management, we really felt that it was such a critical risk 8 

area and it's back to understanding the risks and having -- 9 

matching the ambition with the risks, with the mitigations that 10 

you have in place; that we should -- that we really needed to 11 

basically use that simulator to develop the courses that we would 12 

then deliver. 13 

  If we didn't deliver them in-house, it would be a Teekay 14 

standard course that we would have all the colleges deliver in 15 

some of the other parts of the world.  So that decision was taken 16 

and now we are hiring a program developer and also an instructor 17 

for that, for the bridge simulator.  So that's a significant 18 

investment in dollar terms.  It's not insignificant.  And 19 

(indiscernible) we just made the decision or are in the process of 20 

making the decision to buy an engine simulator.  So then we'll 21 

have cargo, bridge and engine. 22 

  And that's all being developed in our own training 23 

establishment in Glasgow, for which we have -- for some of the 24 

courses we're already running.  We actually have flag state 25 
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approval and I think I'm fairly correct in saying we're one of the 1 

few companies in the world that has that or will have that type of 2 

facility.  And I think it just illustrates, again, there's a real 3 

commitment to raising the bar and there's a real commitment to 4 

learning and adjusting what we're doing to reflect that. 5 

 Q. Right. 6 

 A. In terms of where we want to be in five years time, I 7 

think, you know, the goal is flawless operation.  I mean, it's 8 

quite simple.  So we just need to continually improve. 9 

 Q. Is that -- I'm sorry. 10 

 A. Go on. 11 

 Q. Was that goal of flawless operation truly achievable, in 12 

your opinion? 13 

 A. That's a tough one.  You know, if you take -- if you 14 

look at it from an individual -- you know, if you start from the 15 

assumption that every incident or accident is preventable, and 16 

typically that's the assumption you start from, then it should be 17 

achievable.  Will I see it in my lifetime?  Maybe not, but there's 18 

nothing wrong with having (indiscernible). 19 

 Q. I wholeheartedly agree.  Through the course of the day, 20 

several of your subordinates have mentioned the open communication 21 

policy -- 22 

 A. Yeah. 23 

 Q. -- that you promote and the company promotes.  I think 24 

Mr. Penny brought up an issue that a mariner had -- you might even 25 
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still be working on.  A mariner had brought some level of -- I 1 

don't remember at this point what it was, but he brought something 2 

to your attention via e-mail -- 3 

 A. Yeah. 4 

 Q. -- that you were working on, maybe out of Team Lynx.  So 5 

I flipped through notes, but the question was going to center 6 

around, can you tell me in your words, what are your -- what's 7 

your policy with communications from the field, regarding 8 

anything, whether it's safety or other issues with just, you know, 9 

personnel matters, checks not being delivered to the ship, those 10 

kind of things that you as a manager have the authority and the 11 

power to correct.  So can you walk me through at least what your 12 

standing policy is with regard to communications? 13 

 A. Yeah, I think the policy is that people should be able 14 

to communicate whatever they want, in whatever fashion that they 15 

want and you know, I -- and we encourage it in a number of ways.  16 

We have the management of change process, which is fairly formal 17 

process.  So anyone can put a management (indiscernible) around 18 

just about anything, either a personnel policy or a safety policy 19 

or HSEQ policy.  So we have that process. 20 

  You know, I attend every international officer seminar 21 

that we have.  I attend if I chair it and I develop the agenda and 22 

I drive the process.  So I think that's -- and a lot of that is 23 

about interaction and trying to get the issues on the table, 24 

because my philosophy basically is you can't fix what you don't 25 



18 

Free State Reporting, Inc. 
(410) 974-0947 

know, really.  But then I have -- there's something called an open 1 

door, which is an e-mail address, which is -- 2 

 Q. Okay. 3 

 A. -- available to -- which is publicized and it's 4 

available to anyone.  And I think that's probably -- 5 

 Q. That's what I referring to.  For some reason I was 6 

thinking it was a written policy, but it's actually an e-mail 7 

address -- 8 

 A. Yeah. 9 

 Q. -- that comes straight to you? 10 

 A. That's correct, yeah. 11 

 Q. Okay. 12 

 A. And it must've been -- it was referring to -- I've had 13 

two or three of these.  You've been referring to a master.  A 14 

master came in who was part of the new build team out on site and 15 

felt that it could've -- some of the new build approaches could've 16 

been better managed, so we're developing response to that. 17 

 Q. Okay.  Speaking of response, it has also come up through 18 

the course of several interviews that you have set clear direction 19 

amongst the subordinates that response to the fleet, for any 20 

inquiries, whether payroll or other type matters, is the 24-hour 21 

turnaround.  Can you tell me -- well, first of all, confirm that 22 

that's the case, and then secondarily, tell me how you developed 23 

that value and where you hope to go with -- what kind of message 24 

you hope to send to the persons that are running the ships for 25 
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you. 1 

 A. Yeah.  I developed it when I was actually at sea, so 2 

it's a long time ago and you know, I just do -- I'm still -- and 3 

I'm pretty sure that mariners haven't changed.  I can still 4 

remember kind of sending the message in and thinking, okay, it's 5 

gone into the black hole again.  You know, will I ever hear 6 

anything back?  And so as I developed my shore-based career and 7 

the authority to do something, I said -- I basically just said, 8 

you know, if a ship comes in with a query, you respond within 24 9 

hours, because even if it's just an acknowledge, saying look,  10 

okay -- 11 

 Q. We've got your -- 12 

 A. -- I've got it.  I can't answer you right now, but I 13 

will get back to within a period of time.  And I think it's just 14 

showing respect and I think it also helps build total trust 15 

between the ship (indiscernible).  So it's very simple.  Do I have 16 

to remind people to adhere to it now and then?  Yes. 17 

 Q. Yeah, we actually heard about that, a recent reminder.  18 

I don't know -- I haven't been in your office and I don't want to 19 

go in your office, but I don't -- can you give me an idea of what 20 

you use as a gauge?  What data do you look at on a daily basis or 21 

a weekly basis to ensure that all the responsibilities that fall 22 

under your job title are managed? 23 

  I mean, is there a certain type of -- you know, I'm 24 

looking at an index or a -- you know, similar to an aviation 25 
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index, where you've got various types of instruments you're 1 

monitoring.  What types of data that are coming and going from 2 

your desk are you monitoring and looking for trends and 3 

measurements to ensure that the objectives you've set for the 4 

company are being met? 5 

 A. Yeah.  I think there are two things because there are 6 

two ways that I approach that.  Well, there's several ways.  But I 7 

guess the first thing, because I still like talking to people, I 8 

like communicating with people, so the first thing, everyone who 9 

reports to me, they have a weekly hour with me because they're 10 

scattered around the world, so you know, we kind of -- we have a 11 

call that's set up and even when I'm traveling we'll do that call. 12 

  So we, you know -- so then we're talking about 13 

(indiscernible) try and divide the call into two things.  Okay, 14 

what's happening on the day-to-day operations, and basically 15 

what's happening -- how are you moving some of the key objectives 16 

we've agreed and the goal-setting, how are you moving those 17 

forward?  And then, over and above that, we then have something 18 

called the TMS collaboration portal and if you go into that 19 

particular portal, you can actually -- I can -- if I wish, I could 20 

drill down to the performance on every ship, which is typically so 21 

I can look at it -- the way it's set up, I can look at it at a 22 

fleet level and I can look at it by type of ship level, I can look 23 

at it by specific ship level. 24 

  And the type of information that's in there is what we 25 
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call availability.  It's lost time entries, it's near miss 1 

reporting, it's OPEX (ph.), in other words, budget compliance.  So 2 

all of the things that -- you know, we use a kind of balanced 3 

scorecard approach where we're looking at costs, we're looking at 4 

operations, we're looking at customer, you know, and we're looking 5 

at people.  And that would be attrition figures or sea staff, 6 

things like that. 7 

 Q. Okay. 8 

 A. So that's kind of something I probably spend an hour a 9 

week.  I'll just go in and I'll just scan this information at a 10 

high level.  And it's color coded, so if there's some reds or 11 

yellows up there, that indicates -- it might indicate that we're 12 

not meeting the targets that we've set ourselves.  Yellow 13 

indicates within 10 percent.  So you can very quickly drill down 14 

and figure out what's going on.  It's a fairly sophisticated 15 

system. 16 

 Q. Just out of base, you used the acronym TMS.  What's that 17 

an acronym for? 18 

 A. Teekay Marine Services. 19 

 Q. Okay. 20 

 A. And it's our collaboration portal. 21 

 Q. Okay. 22 

 A. And then, because I'm responsible for projects and I go 23 

into the new building site, as well also this here portal, and 24 

then that tells me the status of each of the new building 25 
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projects.  So typically that's the type of data I would go in and 1 

have a look at. 2 

 Q. Do your fleet directors and vessel managers populate 3 

that database for you, or how is that database populated? 4 

 A. Yeah, each of the teams is responsible for populating 5 

that, yes. 6 

 Q. Okay.  And does that -- a ship's profile or a ship's 7 

summarization from that database, does that get examined during 8 

the performance review periods for the masters?  In other words, 9 

will the information from that database be carried over into the 10 

performance eval of the master? 11 

 A. It is and it's also, I think -- you know, we have a 12 

bonus, a reward system, which is based upon that, you know, the 13 

targets that we've set. 14 

 Q. Walk me through that.  I haven't heard about the 15 

performance-based reward system. 16 

 A. Yeah, it's basically just that.  You know, we have -- 17 

again, it's the same thing.  We have a number of measurements that 18 

we gauge performance on, lost time incident, (indiscernible) 19 

reporting, budget compliance, et cetera, et cetera.  So there's 20 

about 10 or 12.  I can't remember the exact number.  And basically 21 

the -- based upon the vessel's performance or a team's 22 

performance, because it's lined up with the shore-based 23 

management, so it actually is the same measurements that we're 24 

looking at.  Then there's -- for the senior officers on board, 25 
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then, there's a bonus-type reward at the end of the year. 1 

 Q. When you say senior officers, chief engineer, master or 2 

lower? 3 

 A. The first engineer and chief officer. 4 

 Q. Okay.  Do you recall any indicators that would have -- 5 

that came to your attention on the Axel Spirit in the last three 6 

years, or the Kiowa Spirit? 7 

 A. No, I -- on the Axel, no.  On the Kiowa we had -- we'd 8 

had some number of technical issues over a period of time and -- 9 

but we looked at them and they were -- the maintenance was being 10 

done, you know, they were getting the spare parts.  It was almost 11 

like a rogue-type -- I wouldn't say it's a rogue ship, but you 12 

know, now and then you get a ship and you just think -- 13 

 Q. Yeah. 14 

 A. -- things just keep happening and you can't find an 15 

explanation for it. 16 

 Q. You got the pumps that were made on Friday installed, 17 

right. 18 

 A. Yeah, yeah.  And sometimes, you know -- yeah, and that's 19 

typically -- you know, the Kiowa Spirit is one the class of five 20 

and she's been an issue from almost the beginning. 21 

 Q. Okay. 22 

 A. And we've spent a lot of money and resource on that. 23 

 Q. You had mentioned that you knew Captain Mack (ph.) 24 

personally and I don't need a whole bunch of detail there, but 25 
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just tell me what you meant by that.  How do you know Captain Mack 1 

outside the work environment? 2 

 A. Well, I wouldn't say I know him outside of work.  You 3 

know, apart from we -- you know, when you go -- he's been at a 4 

couple of conferences that I was the chair. 5 

 Q. Okay. 6 

 A. So you know, obviously there's some social -- 7 

 Q. Sure. 8 

 A. -- intercourse.  You're having dinners, you're meeting 9 

with the guys, you're having a beer with the guys.  I've been on 10 

his ship three or four times.  You know, I've taken him for dinner 11 

on one occasion, I think, down in Houston (ph.).  And you know, 12 

you get the, I think -- that was my impression.  He was Norwegian, 13 

very -- you know, he's not -- Norwegians don't leap about and 14 

getting excited about things.  He's a pretty stoic type, but very 15 

professional, very proud and a genuine person.  I think he's a 16 

genuine, honest person. 17 

 Q. One of the things I've laid out is a letter that was 18 

provided to us.  It's NTSB 284.  It's a letter you signed 19 19 

October 2007 and was issued to Captain Mack, with regard to his 20 

performance over the past 20 years and it gives him some, you 21 

know, fairly strong accolades.  My first question related to that 22 

was, is that done for all masters or was that done just to 23 

recognize Captain Mack?  In other words, if there was another 24 

master that put in 25 years and it came to your attention, are 25 
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they issued a similar type of letter? 1 

 A. They are, yeah, and they get -- well, yeah, it's 2 

similar.  Yeah, they do, but I -- 3 

 Q. Sure. 4 

 A. -- personalize it as much as I possibly can. 5 

 Q. Sure. 6 

 A. And they also -- they get -- we have an award, a long 7 

service award system, so I think 20 years is (indiscernible) or 8 

something like that. 9 

 Q. So that would -- something like this would go out with 10 

the recognition for the time of service? 11 

 A. Exactly, yeah, yeah. 12 

 Q. Okay.  When you first learned of the Axel Spirit and 13 

reasonably speaking, the ink on this letter was still drying, so 14 

to speak -- 15 

 A. Yes, yeah. 16 

 Q. -- what went through your mind as the manager?  I mean, 17 

can you tell me basically what your first thoughts were? 18 

 A. Well, the first thoughts in each of these -- you know, 19 

typically, you're getting a call at 2:00 in the morning and I 20 

can't remember what time I got a call when this one was.  But I 21 

mean, the first thing -- my first thoughts are more focused on, 22 

okay, where are we and what's the situation, you know, and you 23 

know, have we had pollution, is anyone injured? 24 

 Q. You address the operational in these cases. 25 



26 

Free State Reporting, Inc. 
(410) 974-0947 

 A. Yeah. 1 

 Q. And then, okay, have we got the team, the emergency 2 

team, listed, you know.  And then the next question is, okay, have 3 

we made the relevant notifications?  So you're kind of really 4 

setting the platform.  And then the -- you know, as it develops, 5 

then of course -- then you start asking -- you get more data and 6 

typically, I think my experience has been over the years, when 7 

I've been involved incidents, initial data is typically flawed, 8 

information is typically -- 9 

 Q. Sure. 10 

 A. -- flawed at the beginning of an incident.  So you 11 

always kind of keep pieces of data.  In the back of your mind 12 

you're always saying okay, we need to go back and check this or 13 

(indiscernible) or just let it flow.  There's a lot of 14 

(indiscernible).  But as I became more aware of it, I think the 15 

thing that really -- I couldn't reconcile in my mind was, you 16 

know, this is an easily avoidable incident.  This is basic -- this 17 

is navigation 101, really, and how a master like Nils -- with the 18 

experience of Nils Mack, how he just didn't -- how it could 19 

happen, almost, you know. 20 

  And then the second thing, which was equally alarming to 21 

me, is why did the delay in reporting.  You know, why wait so many 22 

hours before he reported to anyone and -- because I have -- 23 

typically, my experience has been that, you know, whenever there's 24 

an incident and it's reported, then the first report is almost 25 
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always minimizing the damage, and I think that's human -- I kind 1 

of got this thing in my mind that it's human nature.  You know, 2 

people -- it's like you bump your car.  You say, oh well, it was 3 

just touch and it'll be okay.  Then you go out and it's all 4 

crumpled and you turn the lights on, you know.  Not that I'm in 5 

the habit of doing that.  6 

  But I think it's almost a human nature thing.  Oh, okay, 7 

it wasn't that bad.  Even if we did it, it wasn't that bad.  So 8 

I'm used to the initial information being flawed.  And typically, 9 

I say to the guys, if you get a report, just magnify it by 10 10 

because that will be nearer to the truth.  And I think I'm more 11 

often right than wrong.  But what I couldn't reconcile was the 12 

delay and to this day I still don't -- I still cannot reconcile 13 

this guy's professionalism, his record, his history, with the fact 14 

that it happened and he didn't report it.  I simply can't do that. 15 

 Q. Have you had an opportunity to listen to the VDR 16 

recording? 17 

 A. I haven't, no.  I saw some of the transcripts. 18 

 Q. One of the things I brought up with -- I asked -- I want 19 

to say it was Mr. Penny.  The master clearly knew that the light 20 

had been struck.  Alarms did go on the bridge, which we're still 21 

trying to identify what alarms went off.  But some comments were 22 

made, just open comments from the master, and one of them was 23 

something to the effect that this will be hell or this is hell, 24 

something to that -- something to those words. 25 
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  And at least in my opinion, after I've listened to it 1 

two or three times, I had rightfully or wrongfully attributed it 2 

to the fact that it seemed to me that he was under some fear of 3 

repercussion or what would come of his actions or his lack of 4 

taking proper action.  And I guess my question, with that said, is 5 

having -- with the understanding that you haven't heard the VDR, 6 

would a seasoned and experienced master, you know, instead of 7 

taking damage control actions or other prudent action, he comes up 8 

with this will be hell.  And I guess my question in a long way 9 

was, why would a master with the level of experience come up with 10 

that, say something to that effect?  I mean, I know you're 11 

speculating, but -- 12 

  MR. FERNANDEZ:  Could I just interrupt?  We did a 13 

translation ourselves and it's hard to comprehend or understand 14 

that part of it, but ours was my God, they drove me to hell.  So 15 

you know -- 16 

  MR. BOWLING:  Where did you -- from the -- 17 

  MR. FERNANDEZ:  From the VDR. 18 

  MR. BOWLING:  Okay. 19 

  MR. FERNANDEZ:  My God, they drove me to hell.  But I'd 20 

also put difficult to comprehend. 21 

  MR. BOWLING:  Okay. 22 

  MR. FERNANDEZ:  So I don't know. 23 

  BY MR. BOWLING: 24 

 Q. Well, even with that said, if that is Teekay's 25 
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assessment, I think we had our staff look at it and we have this 1 

will be hell.  But regardless, let's go with that particular 2 

interpretation of the VDR.  What would prompt a master to -- 3 

 A. I mean, that's a very subjective type of, you know -- 4 

 Q. Really.  Yeah. 5 

 A. If it were me, then I can, you know -- I would -- there 6 

are two interpretations I could put on it as well.  And that has 7 

happened in the United States and you know, that's one 8 

interpretation.  And you know, there is a history of -- or a 9 

criminalization of acts in the United States and they're very much 10 

aware of that, seafarers.  So that's something that appears on 11 

their mind.  Or the other interpretation is, okay, I'm going to 12 

get hell from the company.  I mean, that's too interpretive.  Or 13 

it could be, you know, a fourth.  But I mean that's -- you know, 14 

your guess is as good as mine. 15 

 Q. And I just opened the question there and actually the -- 16 

your first comment regarding the criminalization is something that 17 

I have at least thought in my mind, might be another reason for it 18 

as well, so we share that.  As a result of this, according to the 19 

significant incident investigation, it looks like one of the 20 

actions taken or directed by you was the issuance of an all-fleet 21 

message. 22 

  Can you summarize in your own words what you went out to 23 

the fleet with, and secondarily, how you as a manager intend to 24 

ensure that message is understood by your critical staff, which 25 
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are your -- at least with regard to the question, your mariners, 1 

navigational officers, the masters and so forth, and how you 2 

intend to follow up to ensure that that message is comprehended 3 

and understood and complied with? 4 

 A. Yeah, I think if I can come at that from a couple of 5 

directions, I think the all-fleet messages, if you like, are an 6 

immediate response to basically to say to people, this has 7 

happened.  You know, this is our initial thoughts about, you know, 8 

why it's happened and you know, typically, we want you to convene 9 

a meeting and discuss it with your officers on board and then 10 

report back to the company that you've had such a meeting.  That's 11 

typically the approach. 12 

  But e-mail is not, in my view, that's the way to address 13 

-- it's a tool that you can use to get out there and advise people 14 

and alert people and raise the level of awareness.  It doesn't 15 

necessarily address -- you're not then institutionalizing the 16 

learning into the corporation and that's what, you know -- so 17 

that's what I get more focused on.  Okay, what is it in our 18 

process or our systems or our -- what failed and how do we 19 

institutionalize whatever we learned here?  So you know, that's 20 

kind of a stopgap until we figure out what we really need to do to 21 

actually -- and that's why we get back to focusing on SCOPE, 22 

focusing on, you know, developing our own bridge team management 23 

and assessing our own people.  That's how I look at that. 24 

 Q. And that's currently where you're at, in your mind right 25 
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now, with the process, correct? 1 

 A. That's correct, yeah. 2 

 Q. Okay.  When we first started the interview you made a 3 

comment about the depth of your oversight with regard to the 4 

fleet.  Do you feel -- with daily activities of the fleet? 5 

 A. Uh-huh. 6 

 Q. Do you feel that right now your span of control and your 7 

levels of responsibility are at manageable levels, or do you feel 8 

that you're beyond a reasonable -- 9 

 A. I mean, I've got a very good management team and I trust 10 

them, you know, and of course, you know, I -- so I'm not -- I 11 

wouldn't say that I'm beyond my scope of capability.  But what we 12 

have decided to do -- and it wasn't necessarily driven by this 13 

particular incident -- is to bring in another senior leader in my 14 

area.  And so that's something that's actually part of a recent 15 

reorganization that we've done.  So we actually are adding 16 

significant (indiscernible). 17 

 Q. And that was -- you just stated that it wasn't as a 18 

result -- a direct result of the Axel Spirit, but did the Axel 19 

Spirit assist in making that decision? 20 

 A. It could've done that.  I mean, it's -- I think it was 21 

more, you know, the fact that we still have ambitions to grow, so 22 

if I'm not overstretched now, then -- 23 

 Q. You will be. 24 

 A. -- maybe -- but also I think that the view was that we 25 
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needed to -- we've been talking a lot about succession planning 1 

and we felt that we needed -- a number of the people who report to 2 

me are more or less the same age and we needed probably some 3 

younger -- and we brought some younger guys and elevated them 4 

recently, but we wanted another senior -- younger senior 5 

management guy who could be my successor.  So that was kind of -- 6 

so it was part of a bigger organizational review. 7 

 Q. With regard to your expectations of communications with 8 

the ship, from your vessel managers and fleet directors, what in 9 

your words would you consider -- what do you expect from those 10 

individuals with regard to vessel visits, the frequency of those 11 

visits, and have you established, with those positions, a clear 12 

directive as to what you expect to hear about and what you don't 13 

expect to hear about?  In other words, if there's an allision with 14 

a light, that you're obviously going to hear about it, but what 15 

about something of less significance, say a bump at -- you know, 16 

during a mooring evolution where you knock out 400 pounds of 17 

concrete, inset the plate a little bit. 18 

 A. I want to hear that. 19 

 Q. Oh, you'd want to hear about that? 20 

 A. Oh yeah. 21 

 Q. What have you established as information that you want 22 

to hear about from your vessel managers? 23 

 A. Yeah, I think basically it's anything which, you know, 24 

(indiscernible) lost time or any personal injury. 25 
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 Q. Okay. 1 

 A. So you know, that's important to us, and any 2 

environmental incident of any nature or magnitude at all.  So, you 3 

know, anything that might attract media attention, anything that 4 

creates third-party damage, and anything which might impact -- 5 

anything which has a big dollar impact and anything which might 6 

have an impact on our customer.  So that's the kind of -- the 7 

breadth. 8 

 Q. Is that spelled out on a directive from you or is it -- 9 

 A. Yeah, it's something that the fleet has, all have, you 10 

know. 11 

 Q. Okay. 12 

 A. And I outline that in writing too, so they know about 13 

it. 14 

 Q. Did you get a chance to personally talk with Nils before 15 

he retired or -- 16 

 A. No, I didn't, no. 17 

 Q. Did you ever think about interviewing him? 18 

 A. Yeah, I think the first -- well, I didn't think about 19 

personally interviewing him because I think that should be left to 20 

the -- 21 

 Q. Fleet manager? 22 

 A. -- to the appropriate and proper process. 23 

 Q. Right. 24 

 A. But my intent was, when this is all done, is to write to 25 
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him and that's typically what -- what we did, I think, do and what 1 

I made pretty clear, I think, was that, you know, we should 2 

support him throughout the process, you know, and I think we did 3 

that pretty adequately.  And I know that he got daily calls, 4 

basically, from his line manager asking if he was okay, did he 5 

need support, et cetera, et cetera.  Of course, we provided legal 6 

support. 7 

 Q. Okay. 8 

 A. And that's typically what we would do. 9 

 Q. I have, I think, at least one or two final questions, 10 

then I'll turn it over to Barry.  But if you look through the 2007 11 

report and the -- actually, this was provided to us this morning  12 

-- operational leadership, there's a lot of references to 13 

expectations of yourself and some of the senior leaders about 14 

commitment to excellence and quality and other things that, you 15 

know, if you just look at some of the shortcomings in the Axel 16 

Spirit case, they're not contractive but they don't align what 17 

happened in the Axel Spirit case, with a very senior member of the 18 

team, doesn't necessarily align with the expectations and at least 19 

what is broadcast through publications. 20 

  And I've asked this to another person, but do you have 21 

any explanation as to why there's such a big disparity in the 22 

actions of one senior individual with the company, that had just 23 

got recognized for his, you know, tenure and representing the 24 

company so well, and then, the next day, there's complete 25 
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disregard for company policy and procedure and other things that 1 

Teekay, at least on paper, stands for? 2 

 A. Yeah.  The only -- you know, I can just -- I don't have 3 

a good explanation, but the more I think about it, the more I 4 

think this guy can't have been himself.  There was something that 5 

was impairing his judgment on that particular day. 6 

 Q. And what led you to that conclusion?  I mean, I know 7 

you've known him a little bit, but can you expand on that a little 8 

bit for me? 9 

 A. Just basically his history, his past record, you know, 10 

the number of people that he's interfaced with over the years.  11 

And you know, he's had the U.S. Coast Guard captain sail on his 12 

ship and commend him.  He's had customers commend him.  You know, 13 

he's -- and it's -- you know, this guy was running up and down the 14 

Houston ship channel and the Maracaibo channel for a significant 15 

part of his career.  They're probably the most -- two of the most 16 

challenging waterways that exist in the world -- 17 

 Q. Right. 18 

 A. -- you know, and he never put a foot wrong.  He never 19 

put foot wrong. 20 

 Q. The final question I have is, at least in the 2007 21 

report, there are a lot of things mentioned in the annual report, 22 

including ship dry-dockings, machinery issues, and I didn't see 23 

anything mentioned of the incident with the Axel Spirit and the 24 

allision with the Ambrose Light.  Was that something that was 25 
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intentionally not put in the annual report for the stakeholders  1 

or -- 2 

 A. I mean, the annual report is something I don't really 3 

have any input or influence on.  It's done at a corporate level. 4 

 Q. Okay, a level higher than your position? 5 

 A. Well, it's done with -- between a corporate team and 6 

Bjorn.  And so basically the decision that would drive whether it 7 

was in the report or not would be, basically, was it material, and 8 

it obviously not considered material. 9 

 Q. Okay. 10 

 A. But the other question is when was that published? 11 

 Q. And the reason I have asked this is, as I was reviewing 12 

it, there are a lot of, I would say, smaller economic decisions 13 

and other things that impact the bottom line for the company 14 

discussed in here, including things that took place in late 15 

November and December, with regard to just, you know, you 16 

expectations of the vessels coming off charter and other things 17 

that would cause, you know, an impact to the bottom dollar or the 18 

bottom line of the company. 19 

 A. But remember, this is -- we're covered significantly by 20 

insurance here, so -- 21 

 Q. I understand that, but this didn't seem -- I mean, 22 

there'll still be some company monies that are going into 23 

replacements that won't be covered by insurance, correct? 24 

  MR. FERNANDEZ:  It probably didn't meet the materiality 25 
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threshold on this one. 1 

  MR. BOWLING:  Okay.  Right at present, I don't have 2 

anything else.  Barry, would you like to -- 3 

  BY MR. STRAUCH: 4 

 Q. The company annual reports have to meet the reporting 5 

requirements of the SEC? 6 

 A. Yeah, yeah.  Again, it's not my area, so (indiscernible) 7 

directly involved. 8 

 Q. What's put in the annual report is based on the 9 

financial considerations and reporting requirements by the 10 

Securities and Exchange Commission, not necessarily by what you 11 

consider to be relevant (indiscernible)? 12 

 A. Yes, although I'm not the right person to ask.  You'd 13 

need to ask our legal counsel. 14 

 Q. What is the title and function of the person that you're 15 

brining in?  You said you're brining in -- 16 

 A. He would be the senior vice president of operations. 17 

 Q. And when do you expect him to start? 18 

 A. September the 15th. 19 

 Q. Okay.  How many people report directly to you? 20 

 A. Currently it's about 10. 21 

 Q. And what do you consider an ideal number of people that 22 

report to you so that you can have accurate supervisory oversight? 23 

 A. I think seven to ten is probably -- 24 

 Q. Okay.  The company grew, I think you said, from 40 25 
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vessels when you first started, to 200 now? 1 

 A. Yeah. 2 

 Q. Is there a size at which the fleet becomes so big that 3 

you as president cannot be comfortable with the safety of the 4 

operations? 5 

 A. No, I think if you've got the right processes and 6 

programs in place, and then you've got the right monitoring and 7 

the right people and the right organizational structure.  I mean, 8 

I came from A.P. Moller, which probably has six or seven hundred 9 

ships and they have a pretty good brand and reputation in the 10 

marketplace. 11 

 Q. Okay.  I'm sure your role is, if nothing else, to make 12 

sure of profitability so that your shareholders won't complain and 13 

so on.  As president, how do you balance the need to be profitable 14 

in a capitalist environment versus the need to maintain -- and 15 

spend money to maintain safe operations? 16 

 A. Actually, I'm not responsible for profitability in my 17 

job.  That's the CEO, which is Bjorn Moller.  My role is to run 18 

the operations and the mandate -- and of course I'm responsible 19 

for running a cost-competitive operation.  So there are commercial 20 

influences, but I mean, that's the same as any enterprise you'd 21 

have anywhere.  But I think the message I get from the board is 22 

more your number one job of protecting the reputation of the 23 

company. 24 

  MR. BOWLING:  That was it? 25 
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  MR. STRAUCH:  No, I just wanted to make sure -- 1 

  MR. BOWLING:  Oh, I'm sorry.  Yeah, we're -- I was just 2 

telling Jon that we're running a little bit behind. 3 

  THE WITNESS:  I don't know if you got that one.  Okay.  4 

So I got the -- I guess I am responsible for the OPEX and the dry 5 

docks and et cetera.  So obviously there are commercial 6 

considerations I need to be aware of and balance against 7 

everything else.  But certainly the mandate I get from the board 8 

is basically that my number one job is to protect the reputation 9 

of the company.  That's the mandate and that's something that 10 

drives a lot of my decision making. 11 

  BY MR. STRAUCH: 12 

 Q. And finally, this is the last question I have, is how 13 

confident are you that this accident won't happen again? 14 

 A. Well, you know, I'm pretty sure we won't -- you know, 15 

when you have a big fleet and there are a lot of variables out 16 

there and there's -- you know, there's -- then I think it's very 17 

difficult to say that this will never happen again and I think 18 

that's probably a foolish statement to make.  What I can say is, I 19 

think we've done the very best we can to learn from it.  We put a 20 

huge amount of effort and investment in terms of, you know, taking 21 

the learnings and actually putting them into our programs for the 22 

future, and then, you know, that should raise the -- that raises 23 

my level of comfort significantly. 24 

 Q. How have you done that?  What kind of lessons have you 25 
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put into the company to make sure it doesn't happen again? 1 

 A. Okay, I thought I'd answered that, but obviously not. 2 

 Q. I know.  I'm sorry, I said that was my last question. 3 

 A. Okay. 4 

 Q. Maybe you can just go over it for a moment. 5 

 A. Yeah, I think the -- you know, the two -- the 6 

significant issues here are, you know, this commitment to our 7 

competency to make sure that we're really -- you know, really 8 

driving that and we're using it as a tool to continually evaluate 9 

people and drive the right competencies.  And the second one is 10 

really to -- in this particular instance, is that we should 11 

develop our own bridge team management course and run that in our 12 

-- develop it in our simulator and then take that course and make 13 

sure that it's applied globally.  So they're the two.  They're the 14 

two big (indiscernible).  That's not an insignificant investment.  15 

And actually to employ people, professionals, to develop the 16 

course material and to administer the course. 17 

  MR. STRAUCH:  Okay, thank you. 18 

  MR. BOWLING:  Jon? 19 

  BY MR. FURUKAWA: 20 

 Q. You said when you first came in on (indiscernible), you 21 

started -- you didn't think the company policies were robust 22 

enough and you came up with the MOMS program.  Was that something 23 

from your A.P. Moller experience? 24 

 A. You know, I think what the -- when I said robust -- and 25 
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it's because it wasn't scalable.  You know, there's no way the 1 

systems and processes we had at that point in time would've been 2 

able to support the overall operation, which was the ambition of 3 

the company.  So what I did, I think, bring from Maersk was an 4 

understanding of what best practices are and also how you could -- 5 

how you have to -- how you could manage scale effectively.  So 6 

they were the things. 7 

 Q. How many ships is Maersk U.K.? 8 

 A. When I left, they had about 40 ships. 9 

 Q. Okay.  For your program, the SCOPE program, the 10 

competency program, you got hired (indiscernible).  I got my 11 

master's degree basically in STCW, and even though I believe in 12 

it, I know that there's shortcomings in STCW, too, for the -- 13 

going for the minimum requirements.  Are you sharing this with the 14 

IMO or the Nautical Institute or, you know -- 15 

 A. Yeah, we've done a couple of things.  I guess 16 

(indiscernible), which is the (indiscernible) and I sit on the 17 

executive committee.  And so we've developed and we were 18 

instrumental, I think, in persuading them that they should be 19 

taking a more active role in developing a competence program.  So 20 

they have a scale that they just announced or recently announced, 21 

called TOTS, which is (indiscernible) Officer Training Scale, and 22 

we provided quite a lot of input to that.  And then when we got 23 

the gas fleet, then we also developed the gas competencies and we 24 

actually provided those to SIGTTO, which is the (indiscernible) on 25 
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the gas side. 1 

 Q. Okay.  And you mentioned about criminalization of 2 

seafarers in the U.S., that your mariners are pretty aware of all 3 

of that? 4 

 A. Yeah.  I mean, you read the Maritime Press to see if 5 

there's anyone else. 6 

 Q. This is probably from Captain Wolfgang Schroeder, you 7 

know, the -- 8 

 A. Yeah, I think there's been a lot of publicity about it, 9 

you know. 10 

 Q. Um-hum.  How are your mariners coming into U.S. and I 11 

guess it's also open ID (ph.), too, really. 12 

 A. Yeah. 13 

 Q. Is there fear? 14 

 A. I don't think that it's necessarily a fear of coming to 15 

the U.S., generally, but I do think there is -- you know, if 16 

things go wrong, I'm sure that it's one of the things that pops 17 

into their mind pretty soon.  Can I be blamed for this?  What's 18 

the likely outcome? 19 

 Q. Um-hum.  Okay.  So it's open ID, probably, 20 

criminalization by the Coast Guard, too. 21 

 A. Yeah.  What I think the actual criminalization issue is 22 

becoming -- we've been noticing the same trend in Europe. 23 

 Q. Sure, you've got Spain and -- 24 

 A. Yeah. 25 
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 Q. France. 1 

 A. And you know, if you look at what's happening in the 2 

airline industry, they're very -- they have a similar 3 

(indiscernible) that governs the airline industry and they're very 4 

much focused on promoting the (indiscernible) culture, in which I 5 

think is sort of at odds with what's happening in the marine 6 

world.  It's kind of, you know, (indiscernible) industry. 7 

 Q. Um-hum.  Barry's question about the senior vice 8 

president, it's going to be on September 15th.  You've already 9 

chosen somebody? 10 

 A. Yes, we did, yes. 11 

 Q. Okay.  And he's not one of the, I guess, 12 

(indiscernible). 13 

  By MR. BOWLING: 14 

 Q. Was it an in-house or an external? 15 

 A. No, that was actually a search that we -- we used a 16 

search consultant to go out. 17 

 Q. Okay. 18 

 A. It took six or seven months to do.  (indiscernible) a 19 

long time. 20 

  BY MR. FURUKAWA: 21 

 Q. Probably Spinakker (ph.), right? 22 

 A. It wasn't, no. 23 

  MR. BOWLING:  Any questions?  Okay, Dev, we'll let you 24 

go next. 25 
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  MR. HILDEBRAND:  Yeah, I just have, I guess, one 1 

clarification or one sort of issue and I guess that's going back 2 

to that issue about what the master said after the suspected 3 

allision (indiscernible) time, and I just wanted to put my two 4 

cents in because it's come up a couple times and I think you guys 5 

put a fairly narrow interpretation on it.  And having been in the 6 

company for quite a long time, and I reported to Graham for five 7 

years and I know what the culture of the company is, I very much 8 

doubt -- now, I don't know what Captain Mack's frame of mind was 9 

and that's part of the problem here, but I very much doubt that 10 

that's what he would've been worried about, is the company 11 

reaction.  I took it to be more of a generally, this is going to 12 

start the ball rolling, kind of, you know, what's happened kind of 13 

exclamation. 14 

  I just wanted to put that out there because it's -- you 15 

know, the guys are quite open and we've put a lot of effort into 16 

getting them to declare or start to report not only incidents but 17 

near misses as well, so that we can all learn from these things.  18 

And Captain Mack is one of those exemplary individuals in the 19 

company, from his record and the people that had interactions with 20 

him, that he had bought into the system and he was working within 21 

the system.  So I doubt that -- I just wanted to -- 22 

  MR. BOWLING:  Duly noted.  And I think the question on 23 

my part has come up a couple of times and I think during  24 

Mr. Penny's interview, he had -- I believe it was Mr. Penny -- he 25 
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had indicated that even at the point that -- seven or eight hours 1 

into it, when the master did notify the company, the first alert 2 

system, which was after he went down and actually visibly noticed 3 

the damage to the side shell, that even during the conversations 4 

with the first alert reps, he had indicated, well, should we 5 

notify the Coast Guard?  And you're talking seven hours afterwards 6 

and you've got visible damage to the ship, and at that point the 7 

Coast Guard had been notified that the light, the ATON, was not 8 

working properly.  And so that's why that has come up, because, at 9 

least in my mind -- and we're still -- we may never know unless we 10 

get -- you know, we talk to the master and ask him exactly what 11 

was going through his mind. 12 

  And please keep in mind, the last time the NTSB 13 

investigators had actually interview the master with Mike present, 14 

at that point he was still indicated that he hadn't realized he 15 

had struck the light until he took it upon himself to check 16 

damage, which was six or seven hours later.  So we're trying to, 17 

you know, find at least a reason for this lack of notification, 18 

why it wasn't immediately notified. 19 

  Some of the concerns that have come across my table have 20 

included the potential that other mariners were put at risk by the 21 

lack of notification and that an ATON, which may or may not be 22 

relied upon very heavily these days because of the progress in 23 

navigational equipment, wasn't reported out for an hour and a 24 

half, and that additionally, from the standpoint of potential for, 25 
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you know, damage to a tank or -- I know most of the fuel tanks are 1 

aft on a ship and are well protected, but there was no action to 2 

ensure that there was no, you know, environmental damage and a 3 

release of product of some type.  So we're all trying to still put 4 

that piece of the puzzle together, as to why there was no 5 

notification.  So that's why that came up. 6 

  MR. HILDEBRAND:  I understand the reason for the 7 

question. 8 

  MR. BOWLING:  Yeah. 9 

  MR. HILDEBRAND:  I was just trying to put a little bit 10 

of color around, you know, the background, you know. 11 

  THE WITNESS:  You know, just to -- you know, I was 12 

trying to reflect on how many times we've had issues where we've 13 

actually dismissed masters or senior officers and it's not many. 14 

  BY MR. BOWLING: 15 

 Q. When was the one prior to -- 16 

 A. I can't even think. 17 

 Q. That few, huh? 18 

 A. Yeah, I really -- because, I mean, that's something only 19 

I can do, so you know, it's not something we do lightly. 20 

 Q. Right.  What was the -- is that true for second officers 21 

as well?  Are you the final -- 22 

 A. No, I'm just for senior.  The masters. 23 

 Q. Just for the masters and chief engineers? 24 

 A. Chief engineers.  And that's because, you know, I'm 25 
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above the view, that if someone makes a big mistake, they often 1 

(indiscernible) going forward than bringing in somebody new who 2 

you don't know. 3 

  MR. STRAUCH:  Can I ask one question? 4 

  MR. BOWLING:  Yeah. 5 

  BY MR. STRAUCH: 6 

 Q. I have to ask this question just for the record.  If 7 

Captain Mack had not retired, would you have dismissed him? 8 

 A. Well, I mean he retired, so I haven't given that a lot 9 

of consideration.  I'd have to consider that.  And I think the 10 

recommendation probably would've been that he should be dismissed.  11 

But whether or not I would've taken that recommendation is another 12 

-- typically, you know, I like to look in the person's eyes and 13 

think, has this guy really learned and is he really -- you know, 14 

can he provide the logical explanations?  Has he learned and is he 15 

committed to changing?  You know, whatever went wrong, is he 16 

committed to actually changing that?  That would be my 17 

(indiscernible).  It's not a yes or no. 18 

  MR. BOWLING:  Mike, would you like to wrap this up? 19 

  MR. FERNANDEZ:  I would, I would. 20 

  MR. BOWLING:  I thought you might. 21 

  BY MR. FERNANDEZ: 22 

 Q. Sir, you mentioned the term OPEX.  What does that stand 23 

for? 24 

 A. Operational expenses. 25 
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 Q. Okay.  And you've also indicated to us that there was a 1 

training budget that's been set by Teekay and I've heard the 2 

number 12 million or so dollars.  Is that an accurate figure? 3 

 A. Yeah. 4 

 Q. Is that for the year? 5 

 A. That wouldn't include (indiscernible), which is, you 6 

know, for investment in simulators.  That's a separate investment. 7 

 Q. So the simulator and those capital expenses are beyond 8 

the 12 million? 9 

 A. That's correct. 10 

 Q. Does the 12 million fall within the OPEX or is it 11 

outside the OPEX? 12 

 A. Outside the OPEX. 13 

 Q. And what's the purpose -- please explain to us what OPEX 14 

does and why the training budget of 12 million is outside OPEX? 15 

 A. You know, I think the -- basically because we believe 16 

that, you know, OPEX is kind of -- it's related to the running of 17 

the ship and once competence -- the competence of the people is a 18 

fundamental element of that.  We think that we don't want to be 19 

influenced by economic concerns, because we really believe we have 20 

to invest in training our people, because otherwise we'll 21 

compromise the mission. 22 

  And the training budget is built up through the SCOPE 23 

project, so that's why SCOPE is so important to us, because the 24 

idea -- there is a competence management committee which every 25 
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year -- well, they meet several times a year, but around budget 1 

time they say okay, where are we with -- you know, what do we 2 

think the key competencies are, what are the key risks, what are 3 

the key competencies, what's the best training that we can provide 4 

and -- so we don't actually put -- we don't say it should be 10 5 

million or 12 million or 20.  You know, we build it based upon the 6 

program that we put in place.  So if they come with 20 million, of 7 

course it would be discretion.  But if there's a rational -- if 8 

there's a good reason for it, then we would -- then I'll propose 9 

the 20 million.  So we don't want to be driven by -- we want it to 10 

be clean and driven by the fact that it's about an investment in 11 

the company's well being. 12 

 Q. Okay.  And the competence of the people, what do you 13 

strive for as far as their competency level?  We've heard the term 14 

competence used a lot, but what is Teekay's understanding or 15 

philosophy relative to the competency of your seafarers? 16 

 A. Yeah, I think we want to develop the, you know, people 17 

who really can help us excel, you know, from an operational 18 

perspective. 19 

  MR. FERNANDEZ:  That's all I have. 20 

  MR. BOWLING:  Any final questions, gentlemen?  Okay, we 21 

have run 30 minutes over.  We'll go off the -- off.  Stop the -- 22 

  (Whereupon, the interview in the above-entitled matter 23 

was concluded.) 24 

 25 
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