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Agenda 

► What we studied and why  

► The surprising results 

► What’s causing the problem? 

► Critical enablers that need focus now 

► Where to from here? 
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What we studied and why 

Funding, planning and delivering capital projects is part of core business and a key element of 
effective business strategy that must continue throughout the economic cycle 

In this environment of reduced capital spend, we wanted to understand if projects were being 
delivered effectively in order to ensure success for mining and metals organisations  
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What we studied and why 

 108 global Mining and Metals 
megaprojects*  

 Each individual project investment 
exceeded US$1 bn 

 US$ 367 bn total investment 

* ‘megaprojects’, are highly complex, large-scale projects comprising multiple significant work packages that are typically in the 
hundreds of millions to multibillion dollar investment value range. 

Mining and Metals Megaprojects 

 365 global Oil and Gas 
megaprojects*  

 Each individual project investment 
exceeded US$1 bn 

 US$ 22.4t total investment 

Oil and Gas Megaprojects 
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The surprising results 

 69% were over budget  

 62% average budget overrun 
from initial estimate 

 50% were reporting schedule 
delays 

 

 64% were over budget  

 59% average budget overrun 
from initial estimate 

 73% were reporting schedule 
delays 

 

Mining and Metals Megaprojects Oil and Gas Megaprojects 
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What’s causing the 
problem? 
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What’s causing the problem? 

The many causal factors can be grouped into 5 broad categories  
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Critical enablers 
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Critical enablers that need focus now 

1 

2 3 
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Governance and reporting of emerging risks 

Lead Indicators Lag Indicators 

► Reports on past events 
► Provides past performance information 
► Useful to understand how the project 

has performed against targets and 
identify areas requiring improvement 

► Enables action to address the risk 
before it occurs 

► Provides insight into what may occur 
► Used as a predictor of an outcome or 

performance 

Proactive approach to risk management Reactive approach to risk 
management 

Having the right information in a usable format to make timely and informed 
decisions is essential and to address ‘outer horizon’ risks before they occur  
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Adequate time and cost contingency 

Base 

Contingency 

Base 
Base 

Revalidate contingency through delivery 
Allocation of suitable 

contingency up front based on 
a robust process of risk and 
uncertainty identification and 

quantification.  

Contingency Contingency 

Every program and project has a degree of risk and uncertainty  
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Aligning contingency plans to scenario plans 

Use scenario planning  
to inform contingency 

allocation 

► Contingency allocation informed 
by scenario planning 

► Account for risk and uncertainty in 
cost and schedule, driven by 
probabilistic analyses 

► Methodical approach to exploring 
possible futures 

► Asks ‘what-if?” 
► Simulate the impact of different 

scenarios on cost and schedule 

A connection between the complementary disciplines of contingency allocation 
and scenario planning is often absent in capital project planning 

Scenario 
Planning 

Contingency 
Allocation 
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Where to from here? 
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Where to from here? 

Ask yourself, am I…… 

► Ensuring I am aware of future and emerging risks while they can still be 
efficiently mitigated? 

► Optimising EPCM and contractors’ relationships and global “buying power” to 
deliver strategic outcomes and mitigate risks? 

► Allocating enough cost and time contingency to account for the real risks that 
could impact my organisation’s projects? 

► Being proactive to plan for future scenarios and set contingency so that 
projects can be managed with confidence? 
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Thank you...    

Questions? 

If I have any questions, please reach out to:  
Loretta Hudson | Partner  
Direct: +61 3 9655 2595 | Mobile: +61 488 262 991 
loretta.hudson@au.ey.com  

 

mailto:loretta.hudson@au.ey.com


EY  |  Assurance | Tax | Transactions | Advisory 

 
About EY 
EY is a global leader in assurance, tax, transaction and advisory services. The insights and quality services we deliver help build trust and 
confidence in the capital markets and in economies the world over. We develop outstanding leaders who team to deliver on our promises to all of our 
stakeholders. In so doing, we play a critical role in building a better working world for our people, for our clients and for our communities. 
 
EY refers to the global organization, and may refer to one or more, of the member firms of Ernst and Young Global Limited, each of which is a 
separate legal entity. Ernst and Young Global Limited, a UK company limited by guarantee, does not provide services to clients. For more 
information about our organization, please visit ey.com. 
 
How EY’s Global Mining & Metals Network can help your business 
With a volatile outlook for mining and metals, the global mining and metals sector is focused on margin and productivity improvements, while poised 
for value-based growth opportunities as they arise. The sector also faces the increased challenges of maintaining its social license to operate, 
balancing its talent requirements, effectively managing its capital projects and engaging with government around revenue expectations.  
 
EY’s Global Mining & Metals Network is where people and ideas come together to help mining and metals companies meet the issues of today and 
anticipate those of tomorrow by developing solutions to meet these challenges. It brings together a worldwide team of professionals to help you 
succeed — a team with deep technical experience in providing assurance, tax, transactions and advisory services to the mining and metals sector. 
Ultimately it enables us to help you meet your goals and compete more effectively.  
 
© 2015 EYGM Limited. 
All Rights Reserved. 
 
EYG no. XXXXXX 
 
BMC Agency 
BACS 1003134 
 
ED None 
 
This material has been prepared for general informational purposes only and is not intended to be relied upon as accounting, tax, or other professional advice. Please refer to your advisors for 
specific advice. 

ey.com/mining 
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