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ECINEAG

Essences 2000 - A French Partnerlng Experlence

TRUE GAIN & PAIN SHARING PARTNERING CONTRACTS ARE STILL QUITE RARE [N FRANCE, HERE TECHNIP
AND ELF ANTAR SHARE THEIR EXPERIENCES ON THE DOGNES & GRANDPUITS REFINERY PROJECTS

Last veas, the contracton, Technip, signed a
partnering asrevment with Bl Antar for the
tonstruction of new facilities at the Dosnes
and Grandpuits refineries under (he
Eesonces. 2000 programme. ’]Fhfsse twin
projects, to produce gasoli

new BU specification (witl

lower benvene content) involved an
investinent of 510K at each site for splitters,
40 new pleces of equipment, 100 tonnes of
piping with over 300 Heins and 4l new
conbrol loope, The enfire package was lo be
delivered o a fast back procramme,
deploying more than 120 000 man hours, all
withinanexemplary safelv reaime.

The project was mechanically completed in

October 1999 and starlup ook plice in

early November All Technip and Elifs

boih parties

ed thal partnering contributed o
ercatdealtothe successofthe project

The ollowing article, by two of the project =
leading Heures, considers the key points
whic”h were considered in implenentine
very successhul} experience of the
Partnering Approach,

Eirst of all, how did EUF beein Hie process of
selectine apotentinl purine oitractr?

in fack in the spirnt of seeking jnint
advantage both Bl Antarand Technip were
very keen on implementing a partoering
approach in Franve Thelr respectiv
mandgement teams signed a Partnering
Agreement for the Engineering/
Procurement / Construction  Manazemer
conbract (EPCM lump sum services) |
features of this asreement are reviewed
laterinthisarti

e the i | owner abject
2000 projects!
LIE s firsl abjective is, of course. to use the
pattnering apreemont o reduce pigjedt
costs by workinge with the coniractor more

cliectively through the removal of

adversarial attitudes From a general point
of view, the core project objeciives
obviously remain the same, delivering the
project:

B within (or below) the budget

B on(orahead of the) schedule

B {0 high quality and safely standards.

In particulas, Elf sought to work closely with
Technip o e down the projedt costs
wherever possible. This meant a
collaborative aporoach at every phase of the
project (detailed eungineering,
Placurement, site constrin , elo).

o work, this approach n
ingredienis - good praciice and mwolivation,

Good praclice mweans wsing optinusation
studies, youd procwement nego

Mlotivation means using a well crafted
wuntract to fairly apporlion the savines so

4 or and the
clicnit to shave the benefitof theiriabourand
ingenuity. This mobvilion is something
which we saw from the very beginning of
the project, with bolh sides seeldng and
finding cost savings In other words the
Partnering approach served as an efficient
calalyst o reduce the projec] cosis,

lishould alsabe noted thala
totally fixed scope, apreed
by both client and
conbackr means Do
vatiation orders
caming in (excepd for

a possible change

of the original

design basis) so

ctosts are

inhierently more manageable. This does,

however, call for grealer ricour during the

early staves of the project (romt end
ineering packape) because the projeel
inition and related cost esbimate have fo
be both accurate and durable In fact this
process was a crucial step in making the
relationship and the project perform,
Heviewing cost estimates for every praject
in detail Fopether, and apre to these
estimales up-front, meant fower surprises
and less friction later on,
o formalise the gain and pain sharing
mechanisms, we avieed to a mubual
rsk/reward scheme (Bonus/
contractor]asil

IMNCENTIVE FORMULA FOR ESSENCES 2000

Target Cost ’

Overspend

Ihe poltential saine and 1isks on the projects are shared

equalyberweentlandl Technib up to preset limiles.

Bevoud the financial gains there were bvo
other key benefits delivered by the
partnedineapproach

A fast rack projects (with just 13 months
for the PIPIC phase) we should hishlioht
that partnering helped us meet the tight
schedule because evervbody was avware of
the eritical deadline (needed to get the new
zasoline on petrol stalion forecowrts by |
Tanuary 20000 and was motivated to achieve
this objective.

The safety performanc tees 2000
was exemplary. Excluding prefabiication,
the project required in exeess of 120,000
man-hoursand vet there were:

2 NOlost work day cases
B NO restricted work cases and
B N omedical reatment cases.

A truly oubstandine example ol how
improved commmunicalions and feam
integmation can translate into real resulls on

theground

Communication Principles Of The

Relationship

Working together in new wave means that it

is 4 zood idea to revisit the basics of how we

work, Communications must be open and

tin a partnering leam or the team will
fail Fon us the followine ground rules were
establiched.

B < ommon, clearly identified abjectives
st be well known and undersiood
by evervone,

Ioint actions and joint efforis have o be
made so that these objectives will be
achievedie workasa te

LUse common, po

solve possible problems befn

become critical

Tointly review cost control data and
eliscuss possible corrective actions ealy
Use innovation to seek but cost
effective technical solutions.

Share your knowledoe (eg. compare
company construction standards),
Think aboul how you communicate to
foster better mutual understanding
Trust vour team and your pariner 5
team equally

Help both teams lo take pride in their
patticipation and celebrate common
achieivemnents [ take positive steps v
enhance team spirit)

Somuchfor the soft side But how did these
culture shifts unlock the creativity of the
team and deliver resulls?

Delivering excellence

On both projects, the improved
relationships within the project team and
the improved communications which this
allowed led to some predictable
improvements in indegration dependent
activities. In both cases safely aepecis,
particularly during the HAZOP review o
ordination with refiiery shutdown works
and cost control reporting improved
significantly. What was less predictable, but
nonetheless welcome, was the way the leamn
responded with good, innovative and  cost
eifective technicalsolutions:

Al Dozoes

B The heat system circuit was inlepraled
wilh existing lacililies

B Al coolers were replaced by small
water heat-exchansers
A more cost etfective denolition
solution was desioped for foudations
lozated in the middle of the plot fvery
close 1o tnning plant)

B A competilive piping subconbactor
was selecied without previous
references within the Bl Group.
Huw to operate and optimise the
retormat splitter (with four product
withdiawals) was reviewed in detail.

2 Bitlux thromatographs wers instal
after technica studies and discus

For Gradpuits
A detailed review of the plot plan was
completed as room to install the new
Eqiipment was very limited [some
pumips were ever installed vertically)
Specihic shorbprocedures were nsed
{eg. urcent purchase of materials 1o
meet the tight schedule requirements).
Detinition and integration of the
Honeywell distributed contral sustenm
in the existing architecture scheme,

5
1he parinering approach itsell, i ferms

relationshis and project perfrmnnce, was

evaluated throughout the project. How this
was implemented as a contraciual
mechanism might also be called client
satistaction so ratly, it was necessary
o detine the criteria to be measured, mainly
relating 1o the mutual relationshin and on
the general performance of the project For
the Essences 2000 projects we used:
achievementof project busels

v

performance

dientgueries speed ol response
meelings preparation

contractorelient personal relations
conbractor site stalt/relinery relabong
contractor site worksirefinery operation
Hexibility to change'

-

Initiative insolving problems
10, need for puidance from the dient

Using these criferia, monthly scores were
agreed between and Technip, usually
alter the projects regular monthly prozress
mieeting. This method meant that the scoring
process was open and based on dinlogue so
that it could be used as a platform for
improvement rather than blame. The graph
below shows how the relationship fored
theough the lifecycle of the projects,

s,
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Alain Pierru. Project Director wath TotalBina B Group
and Jerdme lllouz, Technip's Sales Wanaser Westemn
Europe, address the ECI Conference in fillan

The major benefit ol implementing this
management ool 5 ta shiow o reoular
general pichure of the partnering approach

‘ f relationship and perlormance.
ﬁpeuﬁcaﬁs@ it is critical o indicate where
intervention is required to correct poor
pratkice or attitudes carly enough In
patticular the questions one needs to ask of
the overallseoresare:

B How are ywe working laoether?

B Ilowcan we improve the sibiaiion
togethier?

Is there a significant problem between
us and whal can we do about it)

U oxtradl madimum benelit from the
process, however, we need to keep our
minds open all the time challenging oday's
norins every day and bearing in mind that
there & always some room Io improve an
current performance.

Conclusion

In condusion, our joint experience of
partnering in the French relinery project
market has been s challengine bul
rewarding venture, The Bseences 2000
projects’ objectives have been achieved
sticcesstully, particularly in terms of budget,
sehich was beaten, and within our original
schedule. We believe that this partnering
concept could be extended across many
other European countries, resardless of
cullural differences, o achieve some goals
which are common o all of us, reduce
project costs and increase our competitive
position by improving all that can be
itnproved - togethel

Alain Plerru, Total-Fna Flf Group &
ferome llouz, Technip

The saﬁﬁi‘acﬁan {::ermﬁmge i5 the ratio betw&&n ﬂm
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Gainsharing as the key to partnering success

IMRE CSOTI & NIGEL GODDARD OF NEREFCO’S HYDROFINER ALLIANCE SHOW THAT THE RELATIONSHIP BETWEEN CONTRACT, OBJECTIVES AND RESULTS IS CLOSER THAN EVER...

Mearly & year after achieving steady operation
on their newly unified Buropoort site, the
Nerefco Alliance Is proving in operation whatit
had already proven . construction; that
parinering is the way for those with sufficient
Hexibility and nerve to achieve fruly
remarkable resulis. Merefeo Project Director
Migel Goddard and Imre Csoti of Raviheon
E&L, Project Manager of the Hydrofiner
Alliance explain,

Background and thechallenge
erefeo Is a joint venture between BU and
aco which formed in 1989 o rationalise
refining capacity in Rotterdam It achieved this
by restructuring the capacity between BPs
Europoort facility and Texaco's Pernis refinery,
By lanuary 1996 it was clear that commercial
performance was being hindered by the cost of
dual-site operation and the outdated
configuration of lernis. A three-phase stratepy
was adopted fo réposition Nerefro against its
local competitors delivering similar capacity
(400 Kilo barrels per stream day) with improved
plant efficiency and huge manpower savings
397 ). These phases were:

1 Bestructure Close Ternis
Make Europoort stand alone

2 Optimise  Bwopoott plant o
pacesetter periormance

3 Reposition  Inves! in upgrading capacity

HMerefeo decided o achieve this, and exploit the
potential of Europoort, by recommissioning a
crcde distillation unit which had been shut
doven, without preservabion, in 1980 Thiswork
was coupled with new units fo replace the
capacity at Pernis (particularly a hyvdrobiner
and its sulphur eatment facilitied) and
infrastructurefor thesinglesite.

The restructuring had tobe completed withing
very tight ime scale and budpgetary constraints.

Theoldand the new
To succeed, we needed an exceplional result
arud this demarded an exceptional approach,
We began by looking af the very structure of
traditional contractual relationships. We saw:
How it was .,
large client teams
dominant style

over specification
: , i T
- onerous terms B conditions

{audited)

- adversarial relationship
- confrontation

- high costfelaims

Mew alliance’ approach

- cooperative siyle
| - Ht for purpose specification
. innovanive contract
. - shared risk and reward
. ‘open book reimbursement

The old structure clearly served no party very
well, so Nerefoo inbroduced a8 different
approach, based on new and better working
relationships with kev caniractors. The key
principles of this ‘Alliance approach were that

B Mo member is forced (o join.

B Each member requires the commitment of
all other members to the whole project: not
just their individual scope of work

B Extraordinary success will be rewarded
with a share of the gains.

B All parties share poor performance risk
repardless of individual performance.

B Members will not carry unreasonable
commercial risks and all risk will be capped
atappropriate levels,

B Project performance’ will consider the
beneficial operation of the completed
farility, not just capital expenditure.

B he ownet shares in the overall riskireward
as an Alliance member

B Rewards are tied 1o specific erileria of
satisfaction on schedule, quakity & operation.

The new approach established a set of common
objectives sl mutual success oritesia for all
parties, ie a winowin scenario. This, and the
remioval of adversarial relationships enabled
the team to focus on its common purpose,

Teamselectionand tendering

1o deliver, the selection processes for choosing
the partners had to mirror the Alliances overall
objectives. Tor the Hydroliner Alliance,
Merefco used the same process to select
Ravtheonand then Fabricomand NBM.

The aim was toselect companies whose people
could deliver best value to the project not
those oftering modest savings in a narrow cost
based evaluation. Low project cost later look
precedent over low man-hout costs now.

Briefing sessions were held for all bidders to
explain what was required and these focused
o commitment, innovalion and, above all
people. Earlier rounds had
placed corporate brack record
bevand doubt.

During  tender preparation,
the Nerefco project team
coached contractors on the
quality of their submission the
principles underlving an
Alliance concept and the
criteria that would be used o

e

- nan adversarial relationships . | evaliale fenders. Moreover
. - wrealer commitment
- delays . meeting schedules

- reduced costs

= to Dlamieino claim

where phased selection took
plate, previously selected
Alliance members joined the
evaluationteam.

Al Alliance Partniers were celected on 2
competitive basis. The selection criteria,
however, were weighted fowards solt issues,
behaviour and people, not price. These factors
made up /0% of the score with technieal issues
given 20% and 10% forthe presentation.

Establishing the Alliance Contract

The structure of the Alliance was designed over
three months following Ravtheon's selection as
engineering contractor. The key commercial
point was that evervone bid on an open-book,
reimbursable basis with no individual risk. All
major suppliers and sub-contraciors were
contracted for and on belialf of N, - with the
Alliance assuming accountability for
performance.

Innovative contractual relationships were
ceveloped, with bvo main levels of document;
Works Contracts for each member and an
overall Alliance Agreement. Works Contracts
resembled more traditional contracks for each
portion of the project scope but conditions were
modified to reflect the less adversarial
approach. The Alliance Apreement above
individual Works Contracts encapsulated the
Alliance structure, desired behaviours, the
execution planand cainshare scheme,

The team comprised Nerefco, Raviheon
Engineers & Constructors, two divisions of
Fabricorn NV and NBM Amsielland whe
executed thecivil works.

A team of PMs from all pariners was formed to
manage dav-to-day execution of the works.
This group determined stratesy and endorsed
ions. An integrated project leam
created below this and staffed on a Test
person for the ol basis, drawing on the skillbase
of each team member, and regardiess of home
organisation. The Alliance board meanwhile
consisted of senior representatives from each
pattner acling as corporate link with the
project, supporling the needs of the PM team
and addressing major jssues affecting the
project sbusinessoukcame,

Countingup

Cince project strategy was agreed in March
1996, the Alllance took six months bo form . In
addition to infense contracting activity,
technical definition ted from scralch,
making this the most frenetic stage of the
project. With all pariners in place, only 6 weeks
remained to apree the largel cost

Merefeo would submitio shareholde

An appropriste target cost was lundamental to
project success. Too low, and motivation and
ability to perform would both drop. Too high
and the business case for the project would fall,

Edch parly prepared its own cost estimate to
generate ownership of the resulling budgets
and these were submitted to review Always a
difficult period, the Alllanee also faced the
additional challenge of scope uncerlainties and

incomplete project definition. Sume expected
benetits of the Alliance stratesy were alse

priced in at this stape creating, for example, a

saving of over 3M NLG against construction
management before agreeing the target cost.

Sanction was obtained just before Chirisimas
1996 and contracts and the Alllance agreement
were sipned. This enabled a sean flow into
detailed engineering and was a prime factor in
meeting the short schedule. On day one of the
EPC phase, 70 engineering stalf were already
busy and 10M NILG of critical equipment had
been purchased.

With the target cost established, the
Capex gainshare scheme

Meelen
gain

5%

Target cost
200 AM NLG

Alllance

Contractors ga
-  Owernun .

65% Contracton risk

Nerefco tisk

riskireward model had to be fine tuned. The
graph above depicis the chosen solulion. You
will note that upside gain is unlimited but this
hastobeseen in the contextof a very aggiessive
targel cost - both BE and IPA agreed that just
meeting the target would be verv pood
performance. Another sobering aspect is that
the Adliance had allowed for zero profit within
the target cost - all profit had to be penerated
from painshare Downside risk was capped ata
level determined by the Alliance pariners and
usually represented all or a part ot their
averhead percentage quoted during the bl
phase.

Fabricom (E&L - 6%

Fabricom (M)
3%

With the b muodel in place, share
negotiations continued. Nereleo expecied ¢
200 cut themselves and the remaining 655
would be shared between the Contractors The
factors that determined this split were contract
value, willineness to share risk and the
companys ability to influence the projed
outconie fe MBM's conlract value was less
than 1% of the total. but other factors made it
desirable bo award them alarger share).

Getting itdone

In looking at how the Alllance approach
integrated with the project management
stratepy, it is worth noting thal the CRINE
initiatives of eliminating waste, avoiding

duplication and integrating processes were
fundamental. Crealing o callenge #iendly
environment was also important as was pro-
active safety, and change management
from the whole tearn, not just the

was ol Bieir job and sipnificant use w

of external facilitation to stmulale in
tesponsibility, IM] Associates worked with the
Alliance from project start to bresk down
traditional attitudes and help individuals and
groups ko clarity their roles, conmilments and
expectations,

This facilitation demanded substantial

aurces and benelits from this pre-
investment can only be measured later in terms
ol project success.

o help commit each team member lo the
projectobjectives a formal sign-up process was
used in the workshops. Two davs were needed
to achieve consensus on the targels the team
were committing to, and these included the
commitment [o $ave a huge sum ol money ata
Hie when nobody knew where the savings
would come from. In the end 995 of the team
physically signed up to the Project
Commikment Statement,

Walueengineering

Efficient exccution and risk management o a
long way o delivering painshare but they are
no equals to eliminating items which fail to add
value to the project This was the focus of the
cost saving plan where we set ourselves the
target of saving 400 NLG acainst a TIC of
nearly 3008 NILG al the Hrst project team
workshop, This would be achieved through
engineering innovation, elfective procurement
and improved construction efficiency.

This stim was broken down inlo manageable
amountsand allocated to individuals who were
tasked with delivering the saving. Wide cost
performance teedbuck was also given 16 the
project team so they could see the impact of
their decisions,

Contractand procurement initiatives
The procurement effort in s widest sense
generated substantial value Suppliers were
invited lo think with as about the best way o
achicve our aims, and pwechanisms were
devised o share any rewards. Aligning the
major sub-contractors with the Alllance in the
same way ensured that they also contributed to
the broad aims of the project. This required
ongoing contact with critical suppliers and sub-
tors seniormapagement rom thestart-
stark contrast to the traditional approach of
contracks in reaction toa problem,

Construction
Construction offered us perhaps the sreatest
apportunity for integration and co-locating the

EUROPEAN CONSIRUCTION INSTITUTE

entire Alllance team fncluding sub-contractors)
helped to achieve this aim. Design of the
organisation sull ook tme, matching people
and skills to pesitions and functions
Adjustments had to made before the team really
bedded in and started to perform and, once
again, external facilitation helped us to
overcome anycullursl barrers,

The other main benefit of having the key
Cconslruchon companies as parfners was joint
determmination of siralegy This 'visioning
processobdeciding how todoa job topether was
an important team building exercise In its own
right and alto reaped collateral benefits in the
form of better risk management and enhanced
constructability,

Theresultsand the lessons learned

he use of al ing delivered significant
savings for Nerelco in terms of cost and time,
despite the aporessive and challenging tarpets
set. Quality, safely and environmental farpets
were met The workforce, both on the project
and within the refinery, gained greater job
salisfaction. In terms of the construcon of the
new hydrofiner and related scope:

all interint project milestones were met

steady operation was achieved 30 days
ahead of schedule

salely performance was close to target

cost underrun was over 8% of original
budget

The restructuring project was a greal success. A
win-win' scenario was achieved o1 oll parhies:
Nereten, is owners and the confraciors on the
ane hand, and the individuals involved on the
other. Success was based on a tundamental
change in attitudes and the ease demonstrates
the benefils for all in such an approach. Our
hard-earned experience has taught us to look

for the following stecess factors:

B Commitment - as an individual
undertaking,

Common goals - st be dlear well
communicated and no private apendas
can be tolerated.

Mutual trust - has o be freely given st the
s there is no time to earn it

Exceptional teanmwork - continug

building is a must, it §s not a one off

exercise,

B Continuous search tor value - cost savings
will not appear by themselves.

This can be Girther summed up in one word:
flexibility. The flewibility to change the habits of
a lifetime and challenpe business as usual. We
wish you su if you try this - the journey is
noteasy butitis wellworth theeffort




