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Dear Mr. Hiller, 
 
On behalf of the International Transport Workers Federation (ITF) I am writing to express my 
concern  over  Chevron’s  misrepresentations  in  recent  communications  to  shareholders.    The  ITF of 
which I am the President, represents over 4.5 million transport workers from 150 countries around 
the world including the Maritime Union of Australia (MUA), of which I am the General Secretary.  
The MUA represents dockworkers, seafarers and other classifications of off-shore workers within 
Australia. We have a history of having long-term and stable relationships with a number of oil and 
gas companies operating in Australia and the Pacific Basin. However, over the course of the 
development of the Gorgon Liquefied Natural Gas project in Western Australia, we have had 
repeated and on-going disputes with Chevron the project operator. The disputes have led us to 
conduct  a  thorough  examination  of  the  company’s  practices  on  the  Gorgon  project. Based on this 
work we believe that Chevron has not provided adequate disclosure about the risks, timing and cost 
of the Gorgon Project.  
 
Given the size and significance of the Gorgon project we believe that this a material concern for 
shareholders.  At present Chevron continues to project a mid-2015 completion date for Gorgon even 
as other project owners and customers are planning on a further delay. In  our  view,  Chevron’s  
actions are particularly troubling given that the company continues to emphasize that the Gorgon 
project is one of the foundations of its short and long-term success in the LNG market.  It is our 
view  that  aspects  of  the  company’s  disclosures  may  violate  Regulation  S-X Item 1203 parts (c) and 
(d). Below is a more detailed discussion of the inadequacies in Chevron’s  disclosures 
 
Gorgon  is  Chevron’s  largest  upstream  project  and  arguably  the  company’s most important 
 
The Gorgon project is the most significant extractive project in Australia and requires a 
substantial investment of capital and human resources. The project was undertaken after a 
lengthy review process by branches of the Australian government and the corporations who 
have an equity stake in the project. For almost ten years there was discussion and study of the 
viability project prior to the initial decision to invest in the under-taking. In 2009, Chevron 
made the decision to undertake the project with approvals from the Australian government. 
Chevron is the lead partner on the project with a 47.3% interest, Exxon-Mobil and Royal 
Dutch Shell also have 25% interest in the project and Osaka Gas, Tokyo Gas and Chubu 
Electric have 1.25%, 1% and .417% interests respectively. When work began in 2009, the 
project was slated to cost $37 billion US and be completed in 2014 it has since ballooned in 
costs by over 40% and first gas is now not expected until late 2015.  For Chevron, Gorgon is 
the single largest part of its capital expenditure and exploratory budget. 
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Chevron’s  capital  expenditure  and  exploratory budget is concentrated in the upstream part of its 
operations. The company estimates that for the past three years the distribution of upstream 
spending to total C&E is roughly 90%.1 Of the projects that the company has identified as being 
part of their C&E budget, Gorgon is the single largest project.   
 
Chevron has told investors that its growth prospects depend on adding roughly 700 MBOED by 
2017. Of this additional capacity, roughly one-quarter is likely to be added by the Gorgon project.2 
For Chevron, this represents sales of $42 -59 billion, assuming LNG is sold as intended on Asian 
markets for between $12-17 MMBTU, representing between 19-24%  of  Chevron’s  2013  revenue.3 
As  a  Morningstar  Analyst  notes,  “Two  liquefied  natural  gas  projects  in Australia, Gorgon and 
Wheatstone, will be the primary drivers of growth in the next few years. Gorgon, slated for startup 
in mid-2015, will add more than 200 thousand barrels of oil equivalent per day of production at 
peak  levels.  “4 
 
Gorgon is delayed and over-budget,  Chevron’s  disclosures  have  been  inaccurate  twice  before 
 
In 2009, Chevron made the decision to pursue the Gorgon project along with project partners, 
Exxon-Mobil, Royal Dutch Shell, Osaka Gas, Tokyo Gas and Chubu Electric. Chevron would 
operate the project as the project manager and retain a 47.3% stake in the project. Initially Chevron 
told investors that the project would cost $37 billion US and first gas would arrive in early 2014. 
This  was  the  company’s  disclosed position from the initial investment decision right up until 
December 2012. In the period from 2009-2012, the company reported several times that the project 
was on track, including in its 2011 proxy to shareholders  published April 12, 2012, where it 
reported that the project had,  “met  all  key  construction  milestones”.  5 However, in December 2012, 
eight months later the company was reporting that the project was over budget by $14 billion and 
would be delayed by six months to the beginning of 2015. It hardly seems likely that Chevron 
either; a) Was only able to accurately estimate the delay and cost over-run in December 2012; or 
b)Between April and December Gorgon went off-track and over-budget by over 40%.  
 
This  was  not  the  only  time  that  company’s  disclosures  were  inaccurate. In December 2013, the 
company again reported a delay and a cost over-run of $2 billion. This time the disclosure came just 
four months after having responded on August 6, 2013 to correspondence from Brad Skinner, the 
SEC’s Senior Assistant Chief Accountant, Corporate Finance clarifying the reasons behind the 
difference in actual and estimated capital expenditures. Mr. Skinner asked Chevron to clarify in its 
MD&A  the  reasons  for  the  variance  and,  “Additionally, to the extent that there are known trends 
with respect to these expenditures that have had or you reasonably expect will have a material 
impact on liquidity of capital resources, discuss whether and the extent to which these trends will 
continue  and  the  impact  if  they  do.” 6 
 
  

                                                 
1 Chevron Investor Presentation, June 2014, Slide 21, http://investor.chevron.com/phoenix.zhtml?c=130102&p=irol-
calendar, retrieved June 27, 2014. 
2 Chevron Investor Presentation, June 2014, Slide 24, http://investor.chevron.com/phoenix.zhtml?c=130102&p=irol-
calendar, retrieved June 27, 2014. 
3 http://www.ferc.gov/market-oversight/mkt-gas/overview/ngas-ovr-lng-wld-pr-est.pdf, retrieved June 27, 2014. 
4 Good,  Alan,  “Chevron  looks  to  offshore  deep  water  and  LNG  for  long-term growth.”,  Morningstar,  June  6,  2014.  
retrieved June 27, 2014. 
5 See Chevron, Schedule 14A Definitive Proxy, filed April 12, 2012, retrieved June 27, 2014. 
6 Correspondence between Matthew Foehr, Comptroller, Chevron Corporation and Brad Skinner, Senior Assistant 
Chief Accountant, Division of Corporate Finance, Securities and Exchange Commission, August 6, 2013,  
http://www.sec.gov/Archives/edgar/data/93410/000009341013000022/filename1.html 

retrieved  June 27, 2013. 

http://investor.chevron.com/phoenix.zhtml?c=130102&p=irol-calendar
http://investor.chevron.com/phoenix.zhtml?c=130102&p=irol-calendar
http://investor.chevron.com/phoenix.zhtml?c=130102&p=irol-calendar
http://investor.chevron.com/phoenix.zhtml?c=130102&p=irol-calendar
http://www.ferc.gov/market-oversight/mkt-gas/overview/ngas-ovr-lng-wld-pr-est.pdf
http://www.sec.gov/Archives/edgar/data/93410/000009341013000022/filename1.html
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The company responded by using Gorgon as an example of how it was accurately disclosing trends: 
 

…the company has not identified trends that management expects would materially weaken 
our  liquidity  position.  The  company’s  practice  is  to  explain  its  C&E  expenditures  through  
identification  of  significant  projects,  their  estimated  total  cost  and  the  company’s  net  
ownership share of such projects in the Form 10-K under Item 1. Business. For example, in 
2009 the company first disclosed that the 47.3% owned Gorgon LNG project in Australia 
was moving forward with a first phase total cost estimate of $37 billion and first production 
in 2014. Subsequent disclosures were made on the project each year, leading to the 2012 
disclosure that incorporated a new cost estimate of $52 billion.7 
 

This seems like a strange response given that a mere four months after the correspondence with 
SEC staff, Chevron was again announcing revisions.8 This time increasing cost estimates by another 
$2 billion and announcing another delay. Below is a timeline of Chevron’s  disclosures  marked  
against announcements about the Gorgon project.  
 
Fiscal 
Year 

Disclosure from 10-k Gorgon Development 

2013 “Plant start-up and first cargo is planned for mid-2015; this project 
was about 75 percent complete as of December 2013; and nearly all 
modules for the first of three anticipated liquefaction facilities were 
installed” 

December 2013 –an additional $2 billion US over-
run and a further delay for first gas 

2012 “now  scheduled  for  first  LNG  in  first  quarter  2015;  about  55  percent 
complete at year-end; now operating with an increased budget 
because of currency impacts and higher labor and logistics costs than 
originally  projected” 

 December 2013 –an additional $2 billion US over-
run and a further delay for first gas 

2011 “Gorgon achieved key construction milestones” -4/12 December 2012 -  a $15 billion US over-run and a 
delay of six months for first gas 

2010 Construction on Barrow Island and other activities for the project 
progressed during 2010 with the awarding of approximately 
$25 billion of contracts for materials and services, clearing of the 
plant site, completion of the first stage of the construction village, 
commencement of module fabrication, and progression of studies on 
the possible expansion of the project. 

 

2009 Environmental approval from the Australian Commonwealth 
Government was issued in August 2009. In September 2009, the 
company announced the final investment decision and total 
estimated project costs for the first phase of development of 
$37 billion 

September 2009 -Final investment decision, $37 
billion US and first gas 2014 

2008 “Environmental  approvals  were  in  process  and  a  final  investment  
decision is expected to be made in the second half of 2009 for a 
three-train, 15 million-metric-ton-per-year LNG  facility.” 

 

 
The delays on the Gorgon project are increasingly pushing towards the outer-boundaries of project 
experience even in complex LNG projects. An analysis conducted by enalytica and presented to the 
Alaska Legislature shows ex-post analysis of many major LNG projects. In the analysis conducted 
Gorgon is the most delayed and over-budget LNG project in Australia. Furthermore, enalytica 
presented only one other project in the world – the Sakahlin2 pipeline – with larger delays or cost 
blow-outs.9 
  

                                                 
7Correspondence between Matthew Foehr, Comptroller, Chevron Corporation and Brad Skinner, Senior Assistant Chief 
Accountant, Division of Corporate Finance, Securities and Exchange Commission, August 6, 2013,  
http://www.sec.gov/Archives/edgar/data/93410/000009341013000022/filename1.html 
retrieved  June 27, 2013. 
8 Diss,  Kathryn,  and  Sue  Lannin,  “Chevron  reveals  second  Gorgon Gas Project Blow-out”,  Australian  Broadcasting,  
Corporation, December 12 , 2013 http://www.abc.net.au/news/2013-12-12/gorgon-gas-project-cost-
blowout/5151982   retrieved June 27,  2013.  
9  Mayer,  Janak  &  Nikos  Tsafos,  “Alignment,  In  Kind  vs.  In  Value  &  project  /  cost  risks;  Prepared  for  Senate  Resources  

Committee”,  enalytica,  February 14, 2014, retrieved June 27, 2014.tica.info 

http://www.sec.gov/Archives/edgar/data/93410/000009341013000022/filename1.html
http://www.abc.net.au/news/2013-12-12/gorgon-gas-project-cost-blowout/5151982
http://www.abc.net.au/news/2013-12-12/gorgon-gas-project-cost-blowout/5151982
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Gorgon co-owner and suppliers already are expecting delays 
 
Some of the other companies involved in Gorgon are already beginning to recognize that there will 
be increased capital expenditure as well as delays in first gas. Below is a chart showing disclosure 
trends from Gorgon owners. Notably Royal Dutch Shell is projecting first gas anywhere from 2016-
2018 and Osaka Gas has increased the capital holdings of its Gorgon subsidiary from A$143 million 
in 2010 to A$323 million in 2013.10 From the chart below you can see there is significant 
discrepancies in information among project partners as to when the project will commence 
operations. Three partners have disclosures that include dates that have already passed, even while 
one has undertaken operational decisions that seem to indicate a 2017 start to Gorgon. One partner 
projects a start range of between 2016-2018 and the others maintain it will begin next year. 
 
Company Gorgon 

Ownership 
Disclosure 

Chevron 47.3% 

 
Estimates are mid-2015 in investor communications, 

conference calls and press releases. 
 

Exxon Mobil 25% 

 
Estimates are mid-2015 in investor communications, 

conference calls and press releases. 
 

Royal Dutch 
Shell 25% 

 
March 2014-  Estimates are 2016-2018 with a start date 

of 2016 at the earliest. 
 

Osaka Gas 1.25% 
 

English-language annual reports indicate 2014. 
 

Tokyo Gas 1% 

 
English-language annual reports indicate 2014. Equity 
contributions to Gorgon subsidiary are reported to have 

soared 200% since 2010. 
 

Chubu Electric .417 

 
English-language annual reports indicate 2014. Shipping 

deal with Kawasaki Kisen Kaisha does not begin until 
April 2017, slated to take delivery of 1.5+ million 

tons/year.11 
 

 
Gorgon is important to the long-term success of all of these companies but especially Chevron. It 
seems reasonable that the company present  a clear disclosure to shareholders of when it projects 
Gorgon  to  start,  what  the  outlook  is  for  the  projects’  capital  expenditures  and  what  risks  could  
impact  the  projects’  outcome.  A  discussion  of  why  the  other  owners  of  the  project  are  showing  later  
                                                 
10 Osaka Gas Annual Reports 2010, http://www.osakagas.co.jp/en/ir/library/ar/pdf/2009/ar2009e.pdf  & Osaka Gas 
Annual Reports 2013 http://www.osakagas.co.jp/en/ir/library/ar/pdf/2012/ar2012e.pdf, retrieved June 27, 2014. 

11 “Japan's  Chubu  Electric  expands  LNG  tanker  fleet  with  eye  on  Australia,  US  gas”  Platt’s  Tokyo, November 15, 2013, 
http://www.platts.com/latest-news/natural-gas/tokyo/japans-chubu-electric-expands-lng-tanker-fleet-27635075, 
retrieved June 27, 2014. 

 

http://www.osakagas.co.jp/en/ir/library/ar/pdf/2009/ar2009e.pdf
http://www.osakagas.co.jp/en/ir/library/ar/pdf/2012/ar2012e.pdf
http://www.platts.com/latest-news/natural-gas/tokyo/japans-chubu-electric-expands-lng-tanker-fleet-27635075
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start-up dates would also assist shareholders in understanding the risks and returns that the project 
presents. 
 
Chevron failed to disclose an 18-month project delay in Angola 
 
Misrepresentation in project disclosures has not been limited to the Gorgon project. Chevron failed 
to disclose critical information about the LNG operations of Cabinda in Angola, neglecting to 
inform shareholders that the facility was shutdown.   
 
In its 2013 10-k, and at its 2014 Annual Meeting, as well as in other shareholder communications, 
Chevron failed to disclose that the $10 billion LNG megaproject in Angola was shut-down due to a 
pipeline fracture.12 Chevron's subsidiary, Cabinda Gulf Oil Company Limited, has a 36.4 percent 
interest in the project, along with Sonangol which has a 22.8 percent interest and subsidiaries of 
Total,  BP  and  ENI,  each  with  a  13.6  percent  interest.  Chevron’s  partner  Sonagol  started  to  report  
delays, maintenance and other issues on the project as early as October 2013, by contrast, Chevron 
made no mention of the delays in its 10-k, annual report or other shareholder communications.13 It 
was not until a Wall Street Journal article reported the shutdown on May 28, 2014, that Chevron 
began to disclose the shutdown and estimates for the project to come back on-line.14  
 
Chevron should inform investors of risks associated with major projects  
 
The shutdown of LNG in Angola, misrepresentation of Gorgon and differing disclosures from other 
Gorgon  owners  makes  it  difficult  for  shareholders  to  get  an  accurate  picture  of  Chevron’s  future  
prospects in LNG. We believe that the company needs to make fuller disclosures of project 
prospects in its section on Management, Discussion & Analysis, and that Regulation S-X Item 1203 
parts (c) and (d) require a fuller discussion than the company has provided in previous years. Our 
view is that that operational and project management problems are going to further delay the start of 
the Gorgon project and may require additional capital expenditures. We hope that you will ensure 
that in future disclosures the company provides more accurate analysis of the prospects of some of 
its major projects. 
 
Yours sincerely 
 

 
 
Padraig Crumlin 
President International Transport Workers Federation 
National Secretary Maritime Union of Australia 
 

                                                 
12 Press  Release,  “Chevron  Confirms  First  Cargo  From  Angola  LNG”  http://online.wsj.com/article/PR-CO-20130616-
900596.html    June 16, 2013, retrieved June 27, 2014. 
 
13 https://www.downstreamtoday.com/Projects/Project.aspx?project_id=65&AspxAutoDetectCookieSupport=1 
 
14
Gilbert,  Daniel,  “  Chevron  Boasts  about  Angola,  forgets  to  mention  one  important  detail”,  The  Wall  Street,  Journal,  

May 28, 2014, http://blogs.wsj.com/corporate-intelligence/2014/05/28/chevron-boasts-about-angola-forgets-to-
mention-one-important-detail/  retrieved June 27, 2014. 
 
 

http://online.wsj.com/article/PR-CO-20130616-900596.html
http://online.wsj.com/article/PR-CO-20130616-900596.html
https://www.downstreamtoday.com/Projects/Project.aspx?project_id=65&AspxAutoDetectCookieSupport=1
http://blogs.wsj.com/corporate-intelligence/2014/05/28/chevron-boasts-about-angola-forgets-to-mention-one-important-detail/
http://blogs.wsj.com/corporate-intelligence/2014/05/28/chevron-boasts-about-angola-forgets-to-mention-one-important-detail/

