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“Best practices” on project execution have a long

history — and yet...
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Selected over-budget construction projects worldwide (in U.S. dollars)’

Project

The Channel Tunnel

Three Gorges Dam

Boston's Big Dig

Berlin Brandenburg Airport™
Great Belt Fixed Link

Denver International Airport

World Trade Center
Transportation Hub™

Montreal Olympic Stadium
Budapest Metro Line 4
Millennium Dome
Wembley Stadium

Elbphilharmonie™
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S5bn  10bn 15bn 20bn 25bn

* Converted to US dollars and adjusted for inflation; ** Still not completed
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Sources: Podio, Der Spiegel, NY Times
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Over-Budget Construction Projects In Comparison

35bn

$ Over Budget

40bn

$21.1bn
$16.1bn
$13.4bn
$3.2bn
$1.8bn
$3.1bn
$2.0bn
$3.0bn
$1.6bn
$895m
$776m
$678m
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Oil & Gas Industry Megaprojects -
Cost and Schedule

Overruns are the

Europe

5 3 0/0 Proportion of

projects facing
cost overruns

©/ Proportion of
7 4 /O projects facing
schedule delays

5 7 o, / Average project
o budget overruns

Norm

o of the projects
6 4 / are facing cost
o overruns.

of the projects
7 3 o/ are reporting
O schedule delays.

North America
©/ Proportion of
5 8 /°projec15facing
cost overruns
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55 /oprojemsfacing

schedule delays

5 1 o/ Average project
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Latin America

5 7 o/ Proportion of
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Source: Ernst & Young, “Spotlight on Oil & Gas Megaprojects”, 2014

Africa
6 7 o/ Proportion of
o projects facing
cost overruns
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©/ Average project
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Source: EY research and analysis.

Asia-Pacific
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Middle East
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pwc Project Performance Compromises Business

Performance & Shareholder Value

Capex and production for five supermajors*
(indexed to 2005)

Percentage increase

% 300 —
250 === Development cost
=== Production
200

150 —
* Includes BP, Chevron,
100 —

ExxonMobil, Shell, and

50 — Total.
0 T T T T T T T . Source: Annual reports;
2005 2006 2007 2008 2009 2010 2011 2012 2013 Strategy& analysis
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Optimizing the wrong project metrics does not optimize economic

nerformance

Economics metrics Operational metrics used for peer comparison

Production
Simplified financial calculation Cumulative 0 7
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— il "y <— Feet drilled per day
Operator 1 DAC cost | Operator 3 rila we Operator 5
— cost per we
a c et 7 — Number of stages
ompletion cost per | Product cost per
EBITDA/ BOE Operator 1 well | Cost per stage (or stage (or foot)
foot) Service cost per
Operator 2 Other/boe (tax+proc  —  Maintenance stage (or foot)
Production cost +trans) — Chemicals
per boe LOE/boe P Water mgmt
— Labor

} ConocoPhillips




Root Causes and Remedial Actions are thought to be known - but do they work?

Portfolio and
project Project Project Requlatory Geopolitical
commercial development delivery challenges challenges
context
) Inadequate .
JV conflict planning — Ineffective HSE risk and Diplomatic and
and relationship . project B
overly aggressive local content security issues
challenges foracast management
Access 1o Poor Poor Regulatory Financial and
fundin procurement contractor delay and policy supplier market
9 of contractors management uncertainty uncertainty
Poor portfolio . -
management e;ﬁ:_;?:e nd Human capital Inadequate ﬁ::fgrnge
and changing imiismm bias deficit infrastructure disruption
risk appetite opt pt
External

Source: E&Y Spotlight
on Oil & Gas projects
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*  Projects are not performing

* Project underperformance compromises business performance,
customer & shareholder value

e Traditional remedial actions are not a fix

« We are all here to debate, understand and identify better
solutions....
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