Sloan 'dus‘ Centers Annual Conference
April 19-21, 3004 — Atlanta, GA




7 International prc ctsﬂ?ave unique set
o1 FISKS. &

@Ih methodology for

ssment.

m Holistic approach to risk management
would be best--disconnects.




can risks b matically and
Sliecuvely ressed on
ntergationall projects, or is it folly
to attempt his'ﬁrocess?




Ou

[ ¥ ’
SGOPE

IEigEENESK
SSESS __memr for -
1
cerr gulal
: - AVENTE L
' Results

attention to the MP I
risk management Mitigation
Process.

o |

P ]111 ment Institute
17 d 4 I || ¢ professlionalism in project management, &



al Conference

arch Findings

ives coggideration to owner/investor and
contractor risks

m Desirable to identify most critical risks




of North America.

= Congmc-' on Capital Projects
-

ent - Includes Risk Identification and

Assessment. P
v Assists on Risk Planning and Documentation.
v" Excludes Risk Handling and Control.




‘ ed workshops to develop
Relative Impacts.

m Tested using actual projects.







ab

tional Project Risk

‘ mnt Tool?

lomprove t
(it ASSess

risk In an
international
environment




m Provides a formal method to identify
and assess international risk.




al Conference

|2 5LANT 'Process

continued)

m Allo oroject team to
\/¢JJ'JE isk elements through
rw full pro ct.life cycle.

Provides an assessment to
indicate critical risk factors for
mitigation.

m Provides a structure for
analysis.




Imtermational Project Risk Assessment

ONI1- COMMERCIAL

Relative Impact (R)

. Veylow —F VeryHigh | Negighle —J Extreme Coordinate a
- ommments

S I I N N
lr V - =

. mic Incentives,
barriers

L.A4. Market,/Product
LAS. Standards and practices




\/II C Cultural
v'II.D Legal




rcing and Supply

13 ggl%meerlng

C onstructlon

N Sectlon IV Production/Operations
v'IV.A People
v IV.B Legal
v'IV.C Technical




A. vanqjds and Practices
.LA.6 Operafions
I.LA.7 Tax and Tariff




IPRA Tool

Example Element Description

________Element Title
i.A1. Business case

The.overarchi satias should define the strategies and assumptions that
support the pr Thlnk about relation to corporate strategy and investment goals.
The business e an assessment of corporate competence, managerial
challenges, and technicaffeasibility of delivering international projects. The rationalization
10 puisucinetntarnational project includes the following items:

a Potential funding sources

Project fit with the organization’s busir ess strategy

Current or planned business presence| n the jurisdiction

Joint venture/partnering considerations

Adequate human resource infrastructui 2 and the existence of the management
wherewithal and expertise
Experience and history with thi |l 3 [=Y;31=]; 1 #|venture, and market

Experience with other partners, -y liers, and/or labor-base in this country
Timing of project aligning with Definition

Attention to corporate image and respon3|b|I|ty

Receptiveness and culture of host governments and citizens

Mutuality and alignment of expectations between investors and host

Social and political issues surrounding and impacted by the business venture

Social unrest/violence
Other
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Baseline
Relative
Impact

- i
Likelihood of Occurrence (L) Relative Impact (I)
Very low —> Very High Negligible —> Extreme
CATEGORY i s £ Coordinate | Comments
Baseline
NA|1]|]2((3|4]|]5]|]A|B|C]|D|E
L,R
I.A. BUSINESS PLAN
LAl. Business case E
LA2. Economic model / D
feasibility
L.A3. Economic Incentives / E
barriers
L.A4. Market/Product D
ILAS. Standards and practices D
LLA6. Operations D
LA7. Tax and tariff D
Legend
Likelihood of Occurrence Relative Impact
5= Very High chance and almost certain and expected to occur (90% or greater chance of occurrence) E = Extreme and would stop achievement of functional goals and objectives
4 = High chance and will probably occur in most circumstances (65% chance <90%) D = Significant and would threaten goals and objectives; requires close management
3 = Medium chance and will occur in most circumstances (35% chance <65%) C =Moderate and would necessitate significant adjustment to the overall function
2 = Low chance and unlikely to occur in most circumstances (10% chance <35%) B =Minor and would threaten an element of the function
1= Very Low probability and occurs in only exceptional circumstances (<10% chance) A = Negligible and routine procedures sufficient to deal with the

NA =Not applicable to this project consequences
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. 11.B6. Relationship with government/owner
. .LA4. Market/Product

. II.C1 Traditions and business practices

10. I1.D4. Contract type and procedures
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Probability

NA - Not applicable to this project.

1 - Very Low chance of occurrence;
rare and occurs only in exceptional
circumstances.

(<10% chance)

2 - Low chance and unlikely to occur in
most circumstances.

(10% chance of occurrence <35%)

3 - Medium chance and possible to
occur in most circumstances.

(35% chance of occurrence <65%)

4 - High chance of happening and will
probably occur in most circumstances.

(65% chance of occurrence <90%)

5 - Very High chance of occurrence and
almost certain and expected in most
circumstances.

(90% or greater chance of
occurrence)




@7

* Sloan 2004 Annual Conference

sing the IPRA

elative Impact

rF__3
RELATIVE IMPACT

Negligible consequence that routine procedure would be sufficient to
deal with the consequences.

Low consequence that would threaten an element of the project.
Normal control and monitoring measures are sufficient.

Moderate consequence would necessitate significant adjustment to the
C | project. Requires identification and control of all contributing factors by
monitoring conditions and reassessment at project milestones.
Significant consequence that would threaten goals and objectives;
requires close management. Could substantially delay the project

D schedule or significantly affect technical performance or costs, and
requires a plan to handle.
Extreme consequence would stop achievement of project or

= organizational goals and objectives. Most likely to occur and prevent

achievement of objectives, causing unacceptable cost overruns,
schedule slippage, or project failure.
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subject to change
= Reliability of assumptions




m Transfer the coordinates to the Risk Matrix to
determine the Relative Importance of the Risk




Likelihood of Occurrence (L) Relative Impact (I)
CATEGORY Verylow —J» VeryHigh | Negligihle —Jp  Extreme _— Coordinate | Comments
Al 1] 2 4 A| B D | E
N 3 5 C LR
II.C. CULTURAL
ILCI. Traditions and business E
practices
ILC2. Public opinion D
E

I1.C3. Religious differences
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xtent of adverse opinion. Proactive
eed to be performed. Issues of

O Potential im?bv.af*local citizens and non-native international
groups that could oppose the project because of environmental,
social, or economic concerns

O Demonstrations and strikes

O Vandalism and civil strife

O Legal action

O Other
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Astana Khazakhstan Embassy Project, July 2, 2003
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What's Next?
After the IPRA - Users

Viingation ‘_ ‘

/" Avoidance
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7/~ Retention/Acceptance
v/ Control/Reduction
Transfer/Deflect
Handling and Control
m Documentation
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= Eighteen countries
m TIC approximately $4.3 billion




] Construcion schedule and quality
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m Facility tur
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s Extreme and severe risks are identified
during assessment sessions
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m lrack risks over t

0 Appllcable*fb the full project life cycle

m Communicates/ aligns risk within the team
and with the project stakeholders




cycle.

- Communicates risk within the team and
with the project sponsors.

- Initiates the mitigation process.
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- Focuses on international project life
cycle risk identification and
assessment.
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Yes, we have |dent|f|ed
international-specific risks, but....

Applicable to most business
sectors
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SECTION Il - COUNTRY

Likelihood of

Occurance

ErojectiApplication

-~ Assessment Sheet

Relative Impact
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A|IB|C|D|E

II.B. POLITICAL

.B5. Government participation &
control

II.D. LEGAL

I.D5. Environmental permitting




"
o
JD
-

SECTION Il - FACILITIES

' oal 2004l.;;:|;f2:onference
pjectPApplication
Assessment Sheet
Likelihood of

Occurance

Relative Impact

@7

NA

1

2

3

4

A

B

C

D

E

lllLA. PROJECT SCOPE

lL.A7. Approvals, permits and
licensing

l11.B. SOURCING AND SUPPLY

l.B3. Subcontractors

ll.B4. Importing and customs

ll.BS. Logistics

l11.C DESIGN/ENGINEERING

ll. C3. Local design services
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Likelihood of
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NA[1 23|45 |A|B|C|D]|E

Relative Impact
SECTION Il - FACILITIES

l1l.D. CONSTRUCTION

Il.D4. Construction delivery method X X

Il.D6. General contractor
avaliability
ll.D10. Safety during construction X X

[l.D11. Communication and data
transfer

IL.E. START UP =\

Il.LE1. Trained w orkforce X X 2,
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SECTION IV - Occurance Relative Impact

IV.C. TECHNICAL

Production/Operations HE
.CT. nglstlcs and .........
w arehousing
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Logistics
m Customs Inspectors at North American
Factories

m Use of Local Consultants
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Enron

AirProducts & - = Hooker Cockram

AON r)bj_ N cas = Hong Kong Poly/REPM

Aramco Services ' = Jacobs Engineering Group

r\rrn ur An Je rsen = Kellogg Brown and Root
tkins Hanscomb ﬁf Tul & * Kvaerner

= Marsh USA

= Washington Group
International

= Parsons Brinkerhoff, Q&D

Chevron Texaco = Person & Craver LLP
= ConocoPhillips = Rohm & Haas
= Dick Corporation = SMS-Demag
= Engineering Consulting = World Bank

International
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Al Productst&c Chemicals
Anheuser=Busch Companies poker Cockram
AN COSEIVICES I -terface Consulting International
Atkins Hanscomb S Jacobs Engineering Group

.UBP America 3 Kellogg Brown and Root

arrillorEnterprises ' Kvaerner

ConocoP PMCC
Dick Corporation ; = The Road Group
= Dow Chemical Company = Truenorth Corporation
» Engineering Consulting Int. = U.S. Department of State
= EPC Commands = UEC Technologies
= Fluor Corporation = US Filter Engineering and Construg AO1f=

= General Motors Corporation Washington Group International

= Genuity Corporation
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