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One of the great things about being in the consulting business is that you don't just
work for one company in one place, you actually work for many companies, all over
the world. And every year, you see things change — different players, different
problems, new solutions. Our firm’s work is focused on providing an independent
view of the risks in major projects. This morning I'd like to share with you what we
are seeing and doing in 2011 that reflects both the higher levels of risks offshore
projects entail, as well as heightened post-financial crisis concerns that risks are
fully understood before major investments are made.

While we may be getting better at planning and executing projects, | am not sure
that we can say are results are getting better. As fast as we grow our capabilities,
the size and complexities of major projects seem to grow even faster.

So lets take a look at what's happened and how the industry’s approach to project
risk management is starting to evolve to the next level.



US economic outlook remains ‘unusually uncertain’ ...
Benjamin Bernanke, Chairman of the Federal Reserve Board Jul 22,
2010
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... and projects are no exception

* From 600’ to 1000’ to 10,000’ to ...?
* From “Major” to “Mega” to “Giga” t0 ....??7?? ge

* large project size, long duration, and global
economic uncertainty mean that higher levels
of uncertainty must be accepted

* Past performance is no longer acceptable;
financial stakeholders now have higher
expectations for capital project risk
management

Data from >300 global megaprojects shows ...65% failed to meet business
objectives,
Industrial Megaprojects, Edward W. Merrow, 2011
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If  had one hour to save the world | would
spend fifty-five minutes defining the problem -
and five minutes finding the solution.

Albert Einstein
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How Have Projects Traditionally Managed Risk?
We reward overconfidence
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"You just don't see that kind of
can-do attitude every day."
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How Have Projects Traditionally Managed Risk?
We encourage optimism

WHoA! HALF
EMPTY! DEFINITELY
HALF EMPTY!!
ICHOKE® 7 GASP:

JUST LISTEN
To You ! ALWAYS
THe pessimst/
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