. Approach to Managing Risk

Guy F Futrell
Bechtel National, Inc.
Manager of Project Controls

(| November 5, 2009

ik I
riy

:: E'ﬁEﬁEFY Bechtel National, Inc.



Waste Treatment Plant Project

Discussion Topics

Waste Treatment Plant Risk Program

Bechtel Commercial Project Risk Programs



Waste Treatment Plant Project

WTP Mission - Enhanced Risk Management

Improve the effectiveness of the risk management
program

 Aligned with the project’'s MR recovery strategy

« Maximize the probability and consequence of
positive events

« Minimize the probability and consequence of
adverse events,

While proactively managing, more reliably predicting
and controlling cost and schedule performance



Waste Treatment Plant Project

Process Changes Made

Executing risk and opportunity management program with DOE-
ORP through a Joint Risk Management Team (JRMT)

More direct involvement and accountability from the WTP senior
management team through JRMT membership

Risk coordinators assigned from each major group as focal points

Risk integration and improved ownership within the Integrated
Project Teams (IPTs)

Implemented a more rigorous method for identifying, tracking,
communicating, and deliberating risks

Opportunities now identified and documented with realization
strategies and actions, and visibly monitored for a successful
closure
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Waste Treatment Plant Project

Mitigating Actions

Risk Assessment Sheet (2)
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Waste Treatment Plant Project

JRMT Agenda

| 1- Overview of Risk Register
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Monitoring Risk Mitigation Actions

Risk Register Open Actions Report

Past Due and Lookahead through August 14

Risk
L]

Action 1D and Description

Assigned
Responsibility

Design Engineering

FLAN

ACTUAL

FORECAST | FINISH

ORP Lead: P&

ENG-113 Equipmeant NRTL lssuss

WTP Lead: Gary

Lusche Risk Level: Moderate

Paint of No Returm Date:
Affected Facility: FTF-LAW-HLW- Lead IPT:

03 identify equipment with pobential NRTL, issues that present a major rish o the project

Michelie Murphy
(EE)

THZ2008

SA2008

TPRA-0M4 PRJ040 Inac ible Area |

ORP Lead: J. Young

W;F;m B. Erlandscn Risk Level: Moderate

Point of No Returm Date:
Affected Facility: FTF-HLW- Lead IPT:

05 Prepade and msue final FTVHLW integrty Asseaament Plan

Plant Equipment Group

SVai

ENME2008

BN42009

PEQ-009 Water Cooled ITS Alr Compressors and the Ash Fall Requirement |_Point of No Retun Date: 231010
ORP Lead: WTP Lead: J Flai Risk Level: Moderate Affected Facility: FTF- Lead IPT:
01 Champlon revisiting the ash fal requinements. This inciudes sngaging ol stakeboldens in the Sscussion, caphaning the changs G Garcia ENO2009
@8 required in upper-ter documents, and modifying the design as npproprinte [ e
PEQ-014 Analysis and fabescation for ON-site vessels with Harris Thermal Transier Products (HTTP) Point of No Retum Date: 17172010
ORF Lesd: WTP Lead: J Plam Risk Level: Moderate Affected Facility: FTF- Lead IPT:
07 Complete the review of the analysis for UFP-2TA, and release HTTF for the full remaining fabrication scope. M Seed o]
SR2008
PEQ-015 Evaporator analysis and potential future modification scope Point of No Retum Date:  01-Mow. 10
ORP Lead: WTP Lead: J Plat Risk Level: Modsrate Affected Facility: FTF- Lead IPT:
03 Minimize Enginesning changes to the Evaporaior design through closune of sl cutstancing design issues. Includes resolution of Bvoke J &rT200s
&l mxierral reviewers comments (FERITLP). Maorahan WT008
06 Parform a deladed svaluaton of pobential future $oope nelative o ibems alrsady captured in the punchase order and avalable J Piatt BE2009
budgel. Goal is to validate esimated vanance at completion ASO0S

Trursday, July 30, 2005 0145 FM

Poge 10f 3




Waste Treatment Plant Project

Risk Updates & Trending
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Waste Treatment Plant Project

Most Important Objectives

Continued involvement, ownership and accountability on
risk management from the WTP senior management team
(and IPTs)

— Result - risks and opportunities proactively managed, handling
strategies/actions monitored to completion, increased
confidence in process

Alignment of risk and opportunity management with the
trend/BCP process

— Result - trends/BCPs = $1M, dispositioned at the CCB, also
addressed / managed through risk/opportunity handllng
strategies and mitigation/realization actions

More reliable predictions of actual MR utilization versus
planned utilization

— Result - risk planning better aligned with project planning and
the EAC _

10




Waste Treatment Plant Project

Lessons Learned/Challenges

Many more threats than opportunities, need creativity to find more than
the obvious opportunities

Integrating Contractor and Owner risks into one integrated Risk
Management Program while managing Contract requirements presents
challenges

Content and clarity of basis-of-estimates for unmitigated and residual risk
cost and schedule impacts

Risks tend to be identified for near term risks, need an experience base
to stimulate development of out year risks

Realization of a risk does not necessarily coincide with funds expenditure

Maintaining configuration control and alignment between residual risk
forecasts and ETCs in a dynamic environment

More reliable predictions of actual management reserve usage versus
planned usage

11



Waste Treatment Plant Project

Commercial Versus Government Project Risk Considerations

Pre-Bid / Pre-Award

— Insurance / Contracts Group Involvement

— Management Approval Process

— Unknown Unknowns

Post Award

— Risk approach is similar and our procedure is the same
» Identifying risk is both difficult and important
« Skill and discipline of the team critical to the outcome
« Government implementation is more structured

Is the MR/Contingency enough to cover the measured risk?

12



Waste Treatment Plant Project

Commercial Project Pre-Bid Risk Process

Approval to Bid — Risk level determines approval level needed to bid
— Technical
» First of a kind technology?
— Country/Political
- Stable?
* High risk area?
» First presence in more than “X” years?
— Customer
» Reputation for working with contractors?
 Similar project experience?
- Ethical reputation?
— Reputation Risk
* Unusual risk created by project?
» Customer relying on Bechtel to secure financing?

13
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Commercial Execution Planning Risk Considerations

Where will the work be performed?
Structure of team (integrated/customer/JV partners/etc.)?
Experience of key team members?
Staffing issues?
Procurement plan?
Local conditions?
Labor issues?
Sustainable development
— Environmental or human consequences?
— Implementation or operational consequences?
— Other issues such as a change in government policy?
Contract type (lump sum, cost re, unit price, etc.)

14



Waste Treatment Plant Project

Contract Provision Risk

Consequential damages?

Liability caps?

Damage to project?

Hazardous waste?

Governing law?

Dispute resolution and enforcement?
Guarantees and warranties?

Force majeure?

Etc.

15
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Commercial Versus Government Project Risk

Bottom line — Risk program differences are minor
between commercial and government projects

But commercial projects will execute the work with a
focus on the process/result and less on the
administrative aspects of the process, thus cutting
Implementation cost

16
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