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Project context, objective and vision

Context

Between 2010-2014, 75% of large
E&P projects exceeded budget by
50% on average, and 50% of
projects exceeded schedule by
almost 40%.

Objective

The CPC initiative seeks to drive a
structural reduction in upstream
project costs with a focus on
industry-wide, non-competitive
collaboration and
standardisation.
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Vision
The vision for the industry is to
standardise specifications for
procurement for equipment and
packages, facilitating improved
standardisation of major projects
across the globe. '
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Value potential

Preliminary estimates indicate...

* Improved safety.

® Potential cost reductions of 10-20% of CAPEX spending on equipment.

® Up to 40% schedule compression for standardised asset classes.

* Improved equipment quality and reliability hence lower lifecycle costs.

These estimates will be further assessed with vendors and companies during the proof-of-concept consolidation in 1H 2017.
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JIP33 phase 1 — proving the concept

Achievements

JIP33 members planning to
Phase 1 specifications implement

0% 100%

Completed proof-of-concept by producing 4
standardised specifications for procurement.

Developed guidance document on supporting
cultural change.

Documented learnings from proof-of-concept
phase.

Established Engineering Leadership Summit (ELS)
to drive second phase.
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High level feedback on the Capital Project Complexity (chaired by Ben
van Beurden, CEO Shell) from CEOs at the WEF meeting in Davos

e Business case is sound and not in question.

e Less focus on ‘technical excellence’ and more focus on ‘risk mitigation’ from the subject
matter experts in the creation of these specifications —create the ‘minimum specification’.

e Standardisation will drive more value than just CAPEX. However, the more we focus on
cost the quicker we will get to the right place.

 The engineering leadership summit must steer the way forward to focus the right effort.

* Next steps: Consolidate JIP33 proof-of-concept and increase the scale of the scope and
visibility of the effort.
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JIP33 phase 2 - way forward

bp Chevron - \;"‘: ﬁ PROPOSAL
@ Ex¢onMobil Q ' .\ W woodside
{::} o &g Siaoil | Eni
W mternatignal WE{R L D To support further development of equipment/package
I o gfsgﬁg%té%n E C{:‘}N DM IC specifications for procurement A::}I::‘r‘:
\ Producers FD@ Call for participation & funding e
JIP33 phase 2 plan comprises of five workstreams:
1. Adopt specifications across the industry.
2. Implement standardisation KPIs for individual companies and industry
as a whole. L
3. Improve the ball valve and subsea xmas trees specifications if
deemed necessary. o ————
Embed the culture change and work the communications plan.

Agree and create further procurement specifications.
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Cultural Change

Supporting activities (examples)

Clearly communicate the industry o communicate the value of standardization
vision and business case for * Explain the case for change from an engineering perspective o e e

of Shagas o receqtisn@iegn.on
roducers Lenden EC2V S0E W 0.0

change to foster understanding * Align SMEs with industry priorities e

Culture change needed to embed
standardization across the oil and gas industry

Role model standardization by ® Collaborate with peers across the industry I+ lroduction to ndusty sandardizaton and specieatons

A . . ichodu s, xsrbeing ndrn cod ecion g gt ot st b

supporting industry ® Encourage and reward engagement with the supplier market e D e, et o
Jourmey i5 only just beginning: the oil and gas industry =till lags behind others such as the

collaboration efforts ® Celebrate successes of standardization in your organization Sloncars s afan, o it conponts o e 4 i cernnts o

Cour vision for the industry is to unlock significant value and dive 8 pemmanant reduction in
progesct costs through use of industry-level, global technical specifications for procurement of
bulk materials, packages, moduies and potentially, even projects. This will create a8 win-win
wan' eaconmes lor operatons, engineenng conlriclons and supphers through imgroved cosl
schedule, quality, relability and safety. Previous industry efforts have failed o achieve this
wision, in lafge part due to failure to implement and succossfully sustain change in ndnidusl

Embed standardized technical ® Replace company specifications with new standardized specs o

Support from mdustry leadership will be MIWDIP b meakiing the first ﬁhﬁpon this pumey n
. . . success. The 1I0GP JP33 on
specifications for procurement ® Ensure company policies support use of standardized specs e i e et S et shoadcon 52 13 1
o agreeing industry-wide specifications for procurement for three pilot types of equipment — ball
. . . . . °® " . . ” . valves, subsea Chnstmas trees and low voltage switchgears - and & proparing for
h
within their organisation Follow “no deviation” policy e oo el o e
depend on the implementation of these specifications in ndiidual organizations acoss the
industry

through formal mechanisms ® |dentify single point of accountability for each spec oSO —

standardizing the majority of technical requirements across the industry

2. The value of standardized specifications for the oil and gas
industry

Standardized specificabons wil support salely, cur number one pronty, as well a5 mprove
project cost, schedule, quality and reliability

Provide the necessary capacity * Define a standardization strategy with supporting resources 5 Sty S o by 0 ey byt

dESIgNS OVer ime and move More safely between projects or operations. Good governance

will gllow lessons leamaed from across the Industry 1o be incorporated in updates to

and capability to further drive ®* Empower SMEs to make decisions on behalf of companies o s 5 e e
standardization ® Develop timeline for implementation in future projects LY AL O e T e s i, S,
® Develop long-term governance model for updates and
modifications
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