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The oil and gas industry today is increasingly challenging

CHALLENGES IN THE OIL & GAS INDUSTRY

COMPLEX RESERVES ECONOMIC TURBULENCE

Crude Qil Prices 1998 - 2009
(West Texas Intermediate — monthly averages)
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Percent Selecting This Issue

The current economic crisis makes it easy to forget that
capability remains an important long-term challenge

WHAT IS THE MAJOR CONSTRAINT(S) FOR YOUR COMPANY THIS YEAR?
(SURVEY OF LEADING OIL AND GAS CEQS)
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Turbulence and volatility

at the forefront...

* From 2008 SEB Enskilda Annual E&P Survey

Source: SEB Enskilda

... capability development
moves to the backburner




For oil and gas companies, capability building should be a
part of the foundation in their corporate agenda

EXAMPLE: PETRONAS CORPORATE AGENDA
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For young oil and gas companies, there are an additional

number of unique challenges

SPECIFIC ISSUES FACED BY YOUNG OIL & GAS COMPANIES

NOCs typically have a younger population ...
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... Which leads to unique issues
around capability building

= Disproportionate number of seniors
to juniors
— Not enough available time for seniors
to coach and mentor juniors

= Unique pressures of going
international for the first time
— Lack of experienced staff results in a
“learning as we go” approach

= Absence of mentoring culture
— Many seniors went through “trial and
error” learning and often expect
juniors to do the same



Oil and gas leaders need to have an effective response to
the capability challenge

LEADERSHIP RESPONSE TO THE CAPABILITY CHALLENGE

DAUNTING CHALLENGES... ... REQUIRE AN EFFECTIVE RESPONSE

CAPABILITY BUILDING CHALLENGES LEADERSHIP RESPONSE

. _ _ Define = Assess situation
- Countering = Resist temptation to cut - Define objectives

short term training budget to save Direction = Develop the process
perspective  €OStS

. = Establish clear goals
Build A = Develop a comprehensive

- Changin = Instill sense of urgency
S te Program framework for change

mindsets

I i I . = Develop performance
Building a Ensure capabilities are Sustain management systems

an_g-term relevant {or the fuiure LD o Establish intervention plans
vision = Reward success




@ Defining the corporate direction must be clear — with the
leadership united behind an explicit case for change

TIME TO AUTONOMY FOR DIFFERENT OIL & GAS COMPANIES

—

= Acknowledging issues
Time to autonomy '
16 7 N Average Conservative companies, G&G E for Geosclences i - Leaders ShOUId be honeSt abOUt
' ' the need for change

BN Ayerage Innovative companies, G&G
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0. Average I = Understanding the challenge
g — Leaders need to recognize where
” A their companies stand vis-a-vis the

competition

| = Recognizing the magnitude
! ' — Leaders need to realize the scale

T
Ability to...  ...execute assigned task ...select between several | ...make non-standard, | ...make personnel

standardized tasks original technical decisions (recruitment, of the Challenge
decisions i transfer...)

Source: SBC



Q Systematic large-scale transformation is required to
ensure successful change

6 STEPS TO IMPLEMENTING CHANGE
= Identify problem areas
= Understand problem area to

ensure support of the cause

= Develop industry best
practices from external
survey

= Assess adaptability from best

practices learned

1. Situation Analysis
2. Identify
Benchmarks

6. Improve = Develop framework

overall process if incorporating best
necessary practices to ensure a
3. Develop comprehensive solution
= Gather feedback A
SWGLEY = Ensure clear leadership

from top and
bottom perspective support to promote
success

= Revise and refine

5. Identify
Champions

4. Define

= Assign work-streams to a Process
single individual or Champion
to ensure clear accountability
and track progress

= Develop implementation plan
based on the framework and
appropriate timeline

= Divide into logical work-streams



& Combating organizational inertia is critical to ensure
capability building efforts are sustainable

POTENTIAL SOURCE OF RESISTANCE SUCCESSFUL TACTICS TO COMBAT ROADBLOCKS

Factors leading to corporate inertia ... \

= Premature declaration of victory
Sustained
= Inconsistent and uneven early Manage-
implementation ment
Commitment

Performance
Monitoring
Systems

= Lack of buy-in from middle

management
= Resistance from junior staff who do Coachin _
not understand and 9 Intervention

Planning

Mentoring

Dedicated Resources and
Infrastructure for Change
8 Source: SBC Analysis



Successful capability building will confer deep and
distinctive competitive advantage

ASPIRATIONAL SUCCESS
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