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ÅGlobal Megatrends ï the world is changing 

ÅProjects will be impactedéand look different 

ÅMore complexity, new risks 

ÅImplications and success factors 

 

Overview 



Global marketplace is transforming 

Globalization 

Demographics Technology 

Natural resources 
 

Regulation & activism 

The new consumer 
Impact on energy 

ÅNew types of fuels 

ÅNew geographies 

ÅResource nationalism 

ÅCompetition for resources 

Source: A.T. Kearney 



Capital projects are changing 
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Forecasted CAGR: 9.8% 

Spending is increasing ï 

for example E&P 

Increased complexity increases risk profiles 

Planning 

Project 
Characteristics 

Capital 
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ÅComplexity: 
Technical 

Size 

Ownership 

Regulatory 

ÅRisk: 
Feedstock 

Execution 

Market 

Source: A.T. Kearney research,  IRR Global Industrial Outlook (2011),  óGlobal Integrated Oilsô, Credit Suisse (July 2010); óGlobal Oil & Gasô, UBS (December 2004) 



Risks vary along the value chain 
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Execution 
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Source: A.T. Kearney research 



ÅDifference in capabilities and objectives drive differences in risk tolerance - drive potential 

conflicting decision (e.g. selection of suppliers, permitting delays, asset strategy) 

ÅDifference in priorities can jeopardize the project success and expected returns 

Stakeholders have varying views on risks ï example 

E&P 

Different risk objectives 

ÅCapital ÅAccess to reserves 

ÅLocal content 

ÅTechnology 

ÅKnow how Objectives IOC NOC Investor 

Financial       

Social Programs       

Reserves       

Hedging       

Different roles 

Lower Higher 

Source: A.T. Kearney research 



Project execution is lacking ï the impact is 

significant 
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Schedule 
% of project behind schedule % of project over budget 

Facility maintenance 50% 

Facility upgrade 64% 

New construction 69% 

% of projects over budget >10%, by project type 

On average at least ~23% of projects fail to meet the required return threshold 

Facility maintenance 39% 

Facility upgrade 54% 

New construction 57% 

% of projects behind schedule >10%, by project type 

Budget 

Source: A.T. Kearney Excellence in Capital Projects II Study, 2012, SEC fillings 



Root causes are usually poorly understood 

>95% of senior managers believe they know what it takes to 
deliver capital projects successfully 

... and yet 40% of projects are behind 
schedule 

Nearly 70% of senior managers believe their organization can 
accurately forecast resource requirements 

... and yet over 71% of respondents indicate 
resource shortfall as a key concern 

Nearly 70% of senior managers believe their organization 
pushes for standardization across the portfolio 

... and yet only 29% use Standard Design as 
the predominant design approach 

60% of senior managers are confident that their organization can 
manage budget deviations & deliver projects on time  

... and yet 61% of projects are over budget 

On average, ~70% of senior managers are comfortable with their 
risk identification/ assessment/ management process 

... and yet only 19% of companies are rated 
in Stage 4 (Best in Class) in Risk Mgt.  

92% of senior managers believe their capital strategy is 
aligned to business strategy 

... and yet >35% of companies indicate that 
this alignment is not ultimately adhered to 

Source: A.T. Kearney research 



The better practices are well known 

A.T. Kearneyôs House of Capital Excellence ï Leading Trends  
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Operations & Maintenance 

Risk Management 
Human and Technology 

Capability Building 

Organizational Structure and Governance 

Corporate strategy is driving capex spend for 

leaders Leaders customize returns threshold to 
reflect project specific risks and strategic 

context 

Leaders standardize in the base 
case and adopt a portfolio 

approach to project strategy 

Leaders use rigorous FEL to 
mature design and cost estimates 

and also identify unresolved 
issues 

Early involvement of procurement 
and suppliers for the entire portfolio 
of projects is a best practice 

Leaders are driving discipline in 
execution through rigorous design 
change process & performance tracking 

Leaders involve operations 
and maintenance teams 

early in the project lifecycle 

Use of hedging and 
other instruments is 
increasing for Raw 

Material risk 
management  

Project owners are pursuing 
methods beyond recruiting 
and employing formal 
knowledge management 
procedures 

Leaders are centralizing 
their project 
organizations with key 
project staff reporting to 
a central body 

Source: A.T. Kearney Excellence in Capital Projects II Study, 2012, SEC fillings 


