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8 5. A redefinition of what’s core
9 oil-field-services-and-equipment (OFSE)




Core asset
types Late life fConventional] Shale

Liquefied
natural
gas (LNG)

Deepwater Frontier

* Repeatable operations

®* Standardized, well-known
technologies

* Mature or well-understood basins

* NMore flexible capital requirements

* Shorter development cycles

* Relatively low risk

Common
character-
istics

. Technical
functions

Implications
for corporate
center | i I | |

Corporate center

m (] m || ||
\— Self-contained businesses —J

* Minimal corporate structure
with role that's largely finance/
portfolio management

* Almost entirely autonomous
business units with “mini-CEOs”
running individual operating
companies

* Technical functions entirely
at business-unit level

* Unique, one-off circumstances

* Novel and bespoke technologies

* Unknown geologies

* Megaproject approach; large
capital needs

* | ong time frames for development

* Relatively high risk

Corporate center
|

|
Technical
functions

Asset

* Strong corporate center with
focus on risk management

* Significantly centralized
technical functions support
all businesses

‘5}25-0 s go T1O (5,135




Stable backbone Dynamic capabilities

Structure * Simple structure as backbone, * Everyone reports to asset
consistent over time manager/business manager
* Clear expectations and with ability to form and dissolve
accountabilities teams on weekly basis
* Leadership as role, not title:

people contribute and make
decisions based on expertise and
experience, not pasition in hierarchy

Process * Industry standards used as default, * Up-to-the-minute performance
with application tailored by asset type  data with immediate interventions
* One source of truth: easy * Decisions made once by people
data access for all employees, in room
paired with simplified and * Rapid prototyping of new
standardized reporting designs; strong “test and learn”
* Daily work built around instant mind-set
access to full company knowl-
edge base and all experts

* Shared culture and values * Crowdsourced employee reviews
as foundation of trust-based, * Entrepreneurial “can do” mind-
decentralized decision making set equally as important as techni-

cal and leadership skills in recruiting

McKinsey&Compa

Most problematic factors for doing business
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The corporate center has grown in size and complexity over
the past 20 years.

Median general and administrative (G&A) cost per barrel = WTI spot price

of oil equivalent (BOE) and price of oil B caA expenses

WTI' spot price, Median G&A,’
S'BOE $/BOE
100 5.0
ao 4.5
80 - 4.0
T0 3.5
60 3.0
50 2.5
40 2.0
30 1.5

1.0
0.5
0

588

-

= Support G&A Technical and operating G&A

Finance, HR, Core activities central to success
legal, business of company in competitive
systems upstream marketplace

Median G&A costs Top performers in G&A Technical G&A accounts
increased by >6x from have a $1-%3 per barrel for =75% of increase in
1995 to 2010 as result of advantage over their total G&A costs
corporate centers growing counterparts

in size and complexity

"West Texas Intermediate.
20f ~130 North American exploration and production players.

McKinsey&Company | Source: IHS Herold; US Energy Information Administration

https://telegram.me/EconomicsandQil/
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Shell

é Reliance  wor
F'EMEX lﬂllll::l::j::l:.llzlllﬂ REPJQ'. Q TOTAL

BG GROUP |+

Year founded
1936 1909
Headquarters

Reading, UK London, UK Rome, ltaly — MedcoCity,  Mumbai, Madnd, Spain  Dharran, The Hague,  Stavanger, Paris, France
Mexico India SaudiArabia  Metherlands  Nonway

CEO (appointed)

Helgelund  BobOudley  Claudio Emiliolozoya Sh. MukeshD  Josulonimaz  Amin H. Eldar Saetre
{2015) (2010) Descalzi Austin Ambani (2014) Masser (2015)
(2014) (2012) (2002) (2015)

Employees, 2014

5,000 84,500 153,000 75,000 27,000

Countries with operations

20 a0 83

Barrels of oil equivalent per day, million, 2014 {equity basis)

06 £, 16 37 01 0.7 12.1

Mote: Reliance joined OGCI in October 2015. It was not involved in develaping this report, but supports its conclusians.

https://telegram.me/Business Law
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