The Value of Oversight
and Transparency
on High-Risk,
Bet-Your-Company
Projects

Whether they are privately or
publicly funded, megaprojects
are almost always “public”
projects. They have the
potential to employ many local
people, and they often receive
government support. Their
size, scale and impact on their
communities mean that even
private projects over $1 billion
become newsmakers.
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Early on, the news is often positive. Long-needed infrastructure is being built. Jobs are
being created. Local economies are looking at a potential boost.
But news reports about megaprojects often turn negative as the early optimism is
replaced by stories about cost overruns into the billions and years-long schedule delays.
As public opinion begins to turn, these projects also often result in reputational and legal
costs to their owners.
While high-risk megaprojects don’t always follow this path, far too many of them do.

The public good of megaprojects
Even when they’re over budget and take too long, megaprojects contribute to the public
good in substantial ways.
Boston’s Big Dig. Developed because of chronic congestion in an area of Boston
whose streets and main highway were way over capacity, the “Big Dig” was a massive
infrastructure project that became infamous for a final cost and completion date that went
well beyond original estimates.
Construction for the project – a system of underground highways that replaced the city’s
elevated Central Artery – began in 1991. Initially, it was supposed to cost $2.6 billion, but
the final cost was ultimately $24 billion, when interest on the debt is factored in. It was
completed in 2006, eight years behind schedule.
Despite its challenges and misfortunes – and there were many – the project ultimately
transformed Boston’s downtown, the heavily visited historic North End, the new wharf
developments and access to Logan Airport. It achieved its objective of handling the
increased traffic. A greenway connects parks and open public space, and pieces of the
city that were dissected by the original Central Artery have been reunified. Property
values in the area dramatically increased, and entire virtually vacant areas are now vibrant
homes to residential and commercial development.
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Chicago’s Deep Tunnel. Chicago’s Deep
Tunnel project, a massive civil engineering
project due to be completed in 2029, is
also fulfilling its mission. Known officially as
the Tunnel and Reservoir Plan, the vision
for a new, 109-mile network of tunnels and
reservoirs with a capacity of more than 20
billion gallons was adopted in the early 1970s.
The project’s scope and scale has been
called among the most ambitious projects of
its type in human history.
As is the case with the Big Dig, the Deep
Tunnel’s original cost estimate of $2 billion
will likely be far exceeded – perhaps by as
much as $9-10 billion. However, the work
completed so far has substantially reduced
the flooding and sewage overflows in the city
and improved water quality on its rivers and
Lake Michigan. The Chicago River – which

an article in the Chicago Tribune said had
once been a “fetid canal” – is now usable for
recreation, including boating and fishing.
Nuclear power plants. And finally, consider
the second generation of nuclear power
plants. Many of this generation of power
plants were under construction when the
Three Mile Island event forced design
changes, running them way over budget.
But today, these plants supply 20% of the
electricity generated in the US and more than
60% of the country’s carbon-free power.
These are just a few notable examples of
how many infrastructure projects are worth
the cost, even if that cost is far more than
originally estimated. They provide tangible
and intangible benefits – from cleaner air
and water to more efficient transportation to
revitalized community spaces.

V.C. SUMMER
Owner: SCANA Energy
Project: New reactors at V.C. Summer Nuclear Station
Originally expected to cost $9.8 billion when plans were announced in 2008, the project to add two new
reactors to the South Carolina generating station was at an estimated cost of $20 billion, with $9 billion
already spent, when it was abandoned in 2017. The state legislature held hearings on the project, SCANA
sued the state’s Public Service Commission, and numerous lawsuits were filed against SCANA over the
money that ratepayers had already put into the project.
“…we believe it is in the best interest of the Owners for the oversight function to have the perspective of
both owner and practitioner, and for it to be demonstrably robust. This will surface issues more quickly,
facilitate optimal resolutions, and ensure success moving forward.”
- Bechtel Project Assessment Report
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So why can’t we
do these projects
right?
A closer look at many troubled projects
reveals a project management approach
that does not provide appropriate visibility
to external stakeholders or even to the
board of directors of the company that
owns the project – the type of visibility that
is necessary for understanding risks and
making prudent decisions.
At the outset of a megaproject, the level
of planning is often lacking the kind of
detail needed to produce accurate cost
and schedule estimates, so the potential

cost and schedule outcomes have a very
large range of variability. As a result,
project management may be motivated
or biased to resist developing such wide
assessments of the project’s progress and
performance, because if the potential cost
of the project was known, the project could
be stopped before it starts. Then, years
later when the costs emerge, the public
can feel it was sold a bill of goods.

But it is worth asking, would the Deep
Tunnel or the Big Dig ever have been
started – and their benefits realized
– if their respective final costs were
known?
Because megaprojects by their very nature
are characterized by their size and scale,
they always carry with them out-sized
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risks. And those risks are often not understood,
acknowledged or properly communicated to the
decisionmakers.
Again, this is where a project’s sheer size works
against it from the beginning. Project managers
often think a project will never be approved if the
true financial extent of the risks is acknowledged.
For example, at its inception, a $5 billion first-ofa-kind project may reasonably carry a risk of an
80-100% cost increase. Simply acknowledging
that might immediately make the project inviable.
Once a project is begun, stakeholders often
have diverse reasons for defending the project’s
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viability, from reputational hazards to extreme
political risks. Even if the news from the field isn’t
good, they will often throw good money after bad
just to keep the project going and avoid facing
the potentially painful truth.
And while the project is ongoing, owners can
be overly reliant on contractors to provide
success measures, often because they have no
viable alternative. Megaprojects often lack an
independent check on project forecasts of cost,
risk and schedule, preventing an accurate look at
how the project is truly proceeding.
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The value of
independent project
oversight
Independent project oversight can provide a
needed measure of confidence in and support for
the public good megaprojects can provide. It can
put the risks of a project into proper context. And it
can provide management and external stakeholders
comfort that their interests are being considered.
In its most effective form, independent oversight
consists of a team of critical subject matter
experts who are capable of wading through the
massive amount of information usually created on

megaprojects and testing whether that information
is accurate, can be verified and is properly
measuring and forecasting progress. It helps
provide the appropriate context for that information,
particularly when problems are encountered.
Identifying and dealing with issues early.
Independent oversight provides a mechanism
for accountability, helping to bring problems to
the surface in a timely manner so they are easier
to mitigate. For example, one common problem
that plagues many megaprojects – which have
massive labor forces, presenting issues that must be
managed every day – is poor productivity.
There are many potential reasons for poor
productivity, including obvious issues like lack
of training, unsafe working conditions or poor

OPG DARLINGTON REFURBISHMENT
Owner: Ontario Power Generation
Project: Darlington Nuclear Refurbishment
Before beginning refurbishment on four units at the
Darlington Nuclear Generating Station, OPG faced cost
overruns on prerequisite work of more than 75%. The work
was also completed later than planned.
A report published by the Office of the Auditor General
of Ontario in December 2018 credited OPG with
applying lessons learned from that initial work, including
establishing a “clear accountability structure” and
monitoring and publicly reporting project timelines and
costs. As a result, the project is still forecasted to meet
time and cost estimates established in 2016.
“The prerequisite scope of work became a valuable
source of lessons learned for the remainder of the
Project. Prior to releasing funds to enter the execution

phase of Refurbishment, OPG ensured that detailed
engineering work was completed, a Class 3 overall
estimate was established, and sufficient contingency
was calculated based on a comprehensive evaluation of
risks. The external advisor to OPG’s Board of Directors
and expert testimony at the Ontario Energy Board
concluded that the organization had learned early and
essential lessons from these projects and that there was
no evidence that the remainder of the Project would face
similar challenges.”
– Ontario Power Generation, in response to
recommendations from the Ontario Auditor General that
the company continue to apply lessons learned and follow
recommendations from outside advisors.
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CALIFORNIA’S
“BULLET TRAIN”
Owner: California High‑Speed
Rail Authority
Project: High-speed rail connecting
Los Angeles to San Francisco
In an effort to accommodate the future
transportation needs of a growing
population, California has planned to
build a high-speed rail line between
Los Angeles and San Francisco. In
the initial plan approved in 2008, the
project was forecasted to cost $33
billion. In its 2018 business plan, the
California High-Speed Rail Authority
– the state agency in charge of the
project – provided a cost estimate of
more than $77 billion.
Shortly after his inauguration,
California Governor Gavin Newsom
criticized progress on this project
during his 2019 State of the State
speech, leading many to believe the
project was dead. His office later
clarified that he intended to prioritize
a short section of the line and did not
intend to scrap the project altogether.
“The current project, as planned,
would cost too much and respectfully
take too long. There’s been too
little oversight and not enough
transparency.”
- California Governor Gavin Newsom,
in his 2019 State of the State speech
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design. But productivity can also be significantly impacted
by less obvious factors that may seem trivial but have real,
human consequences, such as uncomfortable footwear or
time wasted by poorly located parking lots, lunchrooms or
bathrooms.
Having an independent verification of the causes and
effects can often lead to very simple, cost-effective
mitigation strategies.
Contextualizing performance and risk. In addition to
identifying issues, independent project oversight can help
provide context for those issues within a typical range of
outcomes within the industry. At the outset of a megaproject,
a lack of maturity in design and detail can drive a very high
risk number. The unknowns are, essentially, unknown.
At this stage, prudent risk management involves planning for
worst-case scenarios. Risk managers identify black swans
– things that could negatively impact the project – so they
can create plans to prevent them, allocate funds to deal with
them if they happen, and anticipate what it will look like if they
begin to happen, so the project can adjust accordingly to
mitigate their impact.
But identifying the worst possible outcomes has the potential
to scare stakeholders away from the project altogether.
Overly weighting the probability of a severe accident, for
example, can create enough uncertainty that the project
owners decide the project is not worth the risk.
That’s where independent oversight can help project owners
understand the true nature of the risks they face and how to
view them. Owners and developers often use probabilistic
modeling in an attempt to determine the nature of such risks;
however, these models need to be properly vetted and
characterized to limit the potential of a “garbage in, garbage
out” result.
As much as project managers may strive toward the goal
of cost certainty, in a massive project with a years-long
timeframe, that goal can prove to be miasma. There is simply
no crystal ball that is available to the earnest project manager
trying to pinpoint an outcome that is years away.
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But with good oversight, independent experts
can provide critical examination and context
for the risks presented by these projects
at this time. Such experts can provide due
diligence – reviewing the processes and the
information used, to determine that budgets
and schedules were prudently prepared.
They can communicate about the range of
probable outcomes and help owners to feel
better that their black swans really are black
swans – not events that are certain to derail
the project.
Projects of this size and scale also greatly
benefit from the lessons learned from other,
similar past projects. Building on past success,
and learning from failures, is extremely
valuable – when that experience is relevant.
An independent oversight team can provide
another set of eyes to help determine the
value of lessons learned through experience
and add to this analysis its own experience.
Enabling timely access to information.
Finally, independent oversight provides

the project’s management with unfettered
information. Accurate, timely information is
critical for prudent decision-making. It allows
management to make solid decisions that are
rooted in reality and that keep the long-term
health of the project in mind.
When things go wrong, as they inevitably will,
the timing of mitigation options can be the
most important factor for saving money in the
long run. For example, if a key component
is arriving late, a decision must be made
whether to go forward with unimpacted
non-critical path work or stop and wait. With
accurate information – even when the news
is less than ideal – project management can
respond appropriately based on a range of
options readily available. This is the essence
of prudent management.

Bad news doesn’t improve with age.
Ongoing access to information prevents
problems from festering under the
surface, causing more damage over time.
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Having qualified people verifying the data and putting performance in the context of
industry best practices allows for accurate communication of risks while still informing the
public about the project’s progress.

Conclusion
The idea of independent oversight on a high-profile project can be intimidating.
Management might fear the potential embarrassment of outside consultants coming in
to seek out and expose weaknesses publicly. And oversight that causes more questions
than answers can have a negative impact.
For these reasons, an oversight team should be thought of as unbiased participants who
are there for the purpose of defending one thing – the project itself. Embedded within the
organization, they’re there not to unduly criticize, but to work alongside the management
team and frontline workers, serving as a test of the accuracy of information and decisionmaking.
Properly constructed with the right people with the requisite experience and a properly
calibrated mandate, oversight teams provide the project’s key participants with objective,
meaningful and timely information and opinions.
By helping to identify and deal with the inevitable risks and issues early, independent
oversight ultimately helps to protect the company’s reputation, which is something
that any company managing a megaproject should embrace.
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