Introduction to VM - Strategy / M&A and Performance Management

SELECTED TOOLS

Frankfurt, 2015
VM Value Management GmbH An der Welle 4 * 60322 Frankfurt / Germany
Tel. +49 (0) 69 7593 8493 info@vmvalue.de * www.vmvalue.de

-




I! SELECTED CASE STUDIES

The highest potential for optimization can be found in processes and

leadership in five different areas of work

Performance Management — Key Areas

1. Product / Market Strategy

2. Revenue Enhancement

3. Organizational Effectiven.

4. Process Excellence

- 5. Supply Chain Management

Identification of the most innovative and sophisticated products
Optimizing development cycles
Embodiment of Product-Lifecycle with PLM

Focusing on growth and growth strategy
Increase efficiency of sales organization and CRM

Multi-project management, network competence improvement

Restructuring of the organization, direct / indirect areas
Operational and organizational optimization

Management Operating System & Performance Management

Reduction of the costs of production, warranties and ex gratia payments
Total costs of quality / Robust design (Time to quality) / Six Sigma
Value Chain Excellence

Suppliers: Selection, Evaluation, Development, Controlling
Total costs of ownership, Supply Chain Management
Cost (in- / outbound) and controlling of logistics, Inventory Management




The TOP 20 steel producers play a key role - Global footprint
(production/sales) benchmarking needs to be evaluated

9 1. Product Market Strategy — Case Study Key Figures
[ rronsrer s Volume 2012 Revenue 2012 Cl per-
ot o s [Million t] [USD Mrd] centage**
O JFE Steel Corporation
& 1] 93.6 84.9 na.
I\ - 2] na,
@ daenivsy n n.a.
BAOSTEEL % @ n n.a.
SCO
.‘30‘ B 57.0 n.a.
») . 6 | n.a.
1 & l.."‘x‘-i?l':"-vﬂl":ﬂ..". n.a
T P a
TATASTEEL- . T gosans g
e RARGARAD [0
pceresisa: W
HEIS 11}
VY o 12]
Shandong Group, n . 13 .a.
Tata Steel Hyundai Steel E n.a.
Nippon Steel & Sumitomo n n.a.
Metal Corporation y8ll Shagang Group U. S. Steel ‘T8 RIVA Group E e
n Hebei Group (HBIS) n Shougang Group n Nucor n Evraz Group n.a.
18] n.a.
n Baosteel Group n JFE n Gerdau ﬁeverstal, Thyssen- 19| na.
rupp, Benxi Steel m "
H POSCO n Ansteel Group ﬂ Maanshan m NLMK [19) na.
**The Cl - Client Industry: percentage of competitors in the relevant markets for the client that are considered in the benchmarking 20] n.a.

(Assumption: Information is given) * Numbers from 2009

Source: ,Top Steel-Producing Companies 2012 “-
World Steel Association, H&P Research (M&A are being considered) VM




Therefore benchmarking needs to consider the differences in each Cl,

region and product

l | 9 | 1. Product Market Strategy — Case Study

Client Industry

Automotive
Truck
Construction
Energy
Packaging
Household

Possible sales structuring

Regions

Products

Hot-rolled Strip
Steel Sheet
Organic Coating
Tin-/Blackplate
Medium-wide Strip
Others/Services

Europe

* North America
Middle-/South
America
Middle East
Rest of Asia
Africa

Explanations:

B The sales structure can be different for
each Cl, region and product

B Steel manufacturer can be competitors
e.g. in Asia for TK Steel, but not in
Europe

B Reasons for this can be.:

— Lack of local production site or
sales-/ service department (no
footprint)

— Regional differences in client
structure and therefore the
requirements (fragmented vs.
concentrated)

— Limited access to markets (e.g. can
only be penetrated with direct sales
and not though agents and vice
versa




Looking at sources of market leadership cross-checked with EXAMPLE-
CLIENT starting position — customer intimacy offers a path forward

l | 9 | 1. Product Market Strategy — Case Study

, Chances
n Case Study — Sources of market leadership for
_ EXAMPLECLIENT O&G OFFSHORE  Leadership
Customer > Understanding
. cust.omer needs n > Players in the O&G offshore chain are very O
Intimacy > Having the trust of the demanding and looking for trusted partners
customers > EXAMPLECLIENT managed to establish a
> Ability to create sales trusted partner position for own product
contracts and particularly as a packaging partner
> Potential to leverage strong pipeline
positions
n > Except for the UK the cost is a real issue @
. particularly also looking at the logistics cost
Cost ] Innovatlo_n to play in Asia and North America
Leadership Leadership
> Superior manufacturing > Innovative solutions and new > EXAMPLECLIENT is clearly behind the @
and supply position materials meet customer needs leaders in many products and specialized
> Allows lowest cost offer to > Allows strong differentiation and S ztffhl qualities titis not considered
commodity customes potentially premium margin € moment itis not considered a

preferred partner by the leading customers
(I0Cs, NOCs) and only to a limited degree
for the EPCs and fabricators

VM




I! SELECTED CASE STUDIES

The offshore O&G steel study will commence with detailed project plan

— Definition of priorities for the demand and supply studies

l | 9 | 1. Product Market Strategy — Case Study

\ n DEMAND STUDY \ \ H SUPPLY STUDY \
n Project plan \

> Fixed platforms > Competitive overview
> Check for energy, oil & gas
and offshore based on eX|s_t|Qg > Floating platforms > Steel supply in fixed, floating and subsea
papers, reports and analysis
> Market segments / customers
and assurged growth drivers > Subsea structures > Supply chain (steel, fabricator, EPS, 10C)

> Current Competitors

> Estimate targets, timeline and
resources

> Information gathering

CONCLUSIONS AND RECOMMENDATIONS

VM




I! SELECTED CASE STUDIES

Finally, the study will lead to appropriate recommendations for

ArcelorMittal to approach this segment in the right way

l | Q | 1. Product Market Strategy — Case Study

n Conclusions / Recommendatiois Deliverables < VM Contribution

* Alignment workshop with * Review and align on outcome « Senior experiences and skills from
EXAMPLECLIENT on final of the study comparable projects
conclusions « Detailed SWOT analysis of all « Input from comparable market

* Identify and assess key players, incl. analysis and implementation
recommendations incl. strength, EXAMPLECLIENT projects
weaknesses, threats and « Define final conclusions and « Workshops and other appropriate
opportunities for EXAMPLECLIENT P o e oo PPIoP
in the O&G offshore steel segment EXAMPLECLIENT in the

0&G offshore segment

* Opportunities to invest in
different markets and
products




The market for offshore steel shows a promising CAGR from 2012 to
2017 of 9% - Main driver is the increasing demand for floaters

l | 9 | 1. Product Market Strategy — Case Study
‘ n Case Study — Global steel demand assessment from offshore, 2012-2017 [tons, '000]"

2012 2017 CAGR 2012-2017

Plate Pipe Section Wire Other Total Plate Pipe Section Wire Other Total Plate Pipe Section Wire Other Total
Fixed 1.011 978 240 18 63 2311 1.270 1.241 302 23 79 2915 5% 5% 5% 4% 5% 5%
FPSO 164 21 70 6 - 261 414 55 176 15 - 661 20% 21% 20% 21% - 20%
Other floaters? 115 15 49 4 - 183 251 33 100 11 - 3% 7% 17%  15% 21% - 1%
Interm. SUM 1290 1.014 360 28 63 2755 1935 1330 578 49 79 3.971 8% 6% 10% 12% 5% @ 8%
SEMI-SUB 21 3 6 1 - 32 63 9 19 4 - 95 25% 25% 25% 25% - 25%
TLP - - - - - - 76 6 19 1 36 138 - - - - - -
TOTAL 1.311 1.017 366 29 63 2787 2075 1.344 616 54 115 4204 10% 6% 1% 13% 13% 9%

. ’ > Current product offering and sales capabilities can

> The total CAGR is 9%

target standard buyers with an interest in packaging
> This results in an addressable market for
EXAMPLECLIENT of ca. 1.4 M tons and resulting
market share of around 7%, i.e. Europe (0.3), ME
(0.3), SE-Asia (0.8)
> |n the mid-term it is most interesting to target EUR /

> Fixed platforms account for more than 80% of the global market — However, the
expected market growth is mainly driven by floating platforms

> Plates represent half of the market and grow fast with a CAGR of 10%

> Pipes and Sections are basically the other half of the market with growth rates of 6%
and 11% respectively

> Floating platforms grow strongly incl. conversions, new built not addressable for

NA with innovative products and also Local Content
EXAMPLECLIENT ke Bral o have sttong demand
1) Al global regions included, Semi-Sub does not include moorings and piles. Further assumptions have been made Countr}’ Ikeé brazil who have strong deman
2) Other platform includes steel demand from platforms for which a clear type identification was not possible > SE Asia can only be strong with low cost products

VM
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Key assumptions have been taken for the different platform types

' 9 | 1. Product Market Strategy — Case Study
~———— PLATFORMTYPES  KEY ASSUMPTIONS

Fixed The weight of piles has been assumed to be 25% of the jacket weight
The steel share of topside has been assumed to be 60% of total topside weight and that it excludes "indirect steel"
Jackets and moorings have been assumed to be 100% steel made

. Risers have been excluded from this analysis

TLP The weight of piles has been assumed to be 25% of the tendons weight
Where the weight of tendons was not available, an average weight of 9 tons per meter has been assumed
The steel share of hulls has been assumed to be 90% of total hull weight. Indirect steel not considered
H The steel share of topsides has been assumed to be 60% of total topside weight
Tendons Piles have been assumed to be 100% steel made
Risers have been excluded from this analysis

FPSO The steel share of top side has been assumed to be 50% of total topside weight. "Indirect steel" not considered
The steel share of hulls has been assumed to be 90% of total hull weight
Moorings piles are risers have been excluded from this analysis

l l Conversion: 30% of total hull steel consumption assumed

SEMI Weight of moorings & piles not considered
The steel share of topsides has been assumed to be 60% of total topside weight. "Indirect steel" not considered
The steel share of hulls has been assumed to be 90% of total hull weight
l l Moorings & piles have been assumed to be 100% steel made
Risers have been excluded from this analysis

VM
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The amount of steel utilized in fixed platforms ranges between 1.000
and 40.000 tons - Plate major steel form used

l | 9 | 1. Product Market Strategy — Case Study
—_— n Case Study — Fixed platform — Steel volumes by component” and by form?

Water depth [m] 10-50 51-100 101-180 H
10,000-

welght [t] 1,000_ 20’000
6,000 Steel by Form —

Plate Pipe Wire Section Other
Topside steel 500-1,500 1,000-9,000 2,000-15,000 68Y% 10% 20, 159 59
Toplde o) Cow) (%) Gow) Con)
Jacket steel 400-3,500 3,000-8,000 6,000-19,000 5% 85% 0% 10% 0%
ket (o) () (o) Gow) (o)
Piles steel 100-1,000 1,000-3,000 2,000-6,000 95% 0% 0% 0% 59
Pl s ) Cow) (o) Cow) Com)

1) Assumptions: A. The weight of piles has been assumed to be 25% of the jacket weight
B. The steel share of topside has been assumed to be 60% of total topside weight and that it excludes "indirect steel"
C. Jackets and moorings have been assumed to be 100% steel made
D. Risers have been excluded from this analysis
2)  Assumptions on steel by form: assessed average of selected market interview results with steel producers (e.g. Dillinger Hitte, Voestalpine, ArcelorMittal), distributors (e.g. ThyssenKrupp Mannex,
ArcelorMittal Projects) and fabricators (e.g. Fincantieri)




Smaller, more flexible European players are successfully producing for
the offshore industry, while the focus of large ones is on packaging

l | 9 | 1. Product Market Strategy — Case Study
——— [B¥ Case Study — Competitive assessment of selected Players

Technical leadership COMMENTS

> Given the different strategies of the

High European steel mills, there is no "blue print"
for success
Vallourec Dillinger Hutte > The smaller players like Voestalpine,
Voestalpine Dillinger Hutte are technical, innovation
JFE leaders — not so Valourec and Salzgitter
Posco -
_ > These smaller players are also selling
Salzgitier AG through the trading activities of
/ ThyssenKrupp, ArcelorMittal and Tata Steel
EXAMPLECLIENT who have chosen to offer a broad range of
Tafa Steel Europe . distribution and partly engineering services
ThyssenKrupp for offshore clients
Offsho > EXAMPLECLIENT seem in a middle position
Low . . . . ; —— oduct while Far East competitors like JFE and
Low High  range Posco have grown strongly in this segment

Bubble size represents total company revenue [from AM 94 to DH 4 USD bn] d r,ng last vears
uri Yy

VM
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EXAMPLECLIENT s offshore business model a one-stop-shop packaging

business with ca. 15% share of EXAMPLECLIENT plate, pipe and section
l | 9 | 1. Product Market Strategy — Case Study

Case Study — Results of internal analysis

Preliminary

> Total sales decreased by around 40% within the last
year, mainly due to fewer 3™ party products - sales of
own products remained stable

> EXAMPLECLIENT plate, pipe and section are being
offered in a "middle" quality range. The cost positions
for plates needs to be addressed to improve
competitiveness

> |n the "high-end" grades competition e.g. from Germany,
Japan and South Korea is ahead, while at the "low end"
e.g. Chinese competitors are more competitive

> Five biggest clients make up around 50% of sales

> Within the last year, sales focus has changed (UK office
took over clients from Middle East)

VM

Preliminary RECOMMENDATIONS

> Clear strategy definition needed => focused packager
vs. product supplier

> |t seems that warehousing for certain fabricators and
EPC contractors in Asia is key

> Analysis of cost improvement potential at European
plate production necessary to push own products

> Develop consensus that Cost- or Product Leadership
should not be targeted. Instead, target selected
customers with the packaging model.
EXAMPLECLIENT should strengthen its position to
become a leader in client intimacy.

> Development of sustainable key account management
incl. definition of key accounts per client group in
IOC/NOC’s , EPC’s and fabricators and expansion of
key account team recommended




The original target 2012 was revised in 2016 due to 10% of Budget

shortfall

L 2. Revenue Enhancement — Case Study

Business Plan in EUR mn

Current

2012

~83
~17
— 7 Active sales
Assumption > Sectors / regions
~ 3% CAGR" > Key accounts
Market growth > Sales management
> Expanding sales

dempartment
Market growth Sales New

measures

Target 2016

VM

Comments

Recording to a market model and expert
analysis the market grows at 3% CAGR
by 2016

In this case, EUR 17 mn additional sales
in 2016 would be achieved without active
measures

The remaining approximately 83 mn EUR
turnover are accessible only by active
measures with systematic implementation
As a new focus sectors in 2013 first
railway technology and wind energy have
been identified, other sectors should
follow in 2014

As a focus area in 2013 D was identified
with gradual expansion to A, CH, Western
Europe and Eastern Europe

Other sectors and regions are tracked
opportunistically




I! SELECTED CASE STUDIES

The sales structures of the key products and client industries show

significant differences

- 2. Revenue Enhancement - Case Study

Products

M 01 1o B 1

~ Steel Sheet —

Organic Coating
P g'ﬂi A
‘:v‘v\

2

Tin-LBIackoIate

Customer (examples)*

ArdaghGroup (@)

menk Thinking solutions
>9kt/Jahr
LT Heydar Aliev
N Congress center in
Baku
.’/ ' \'. RENAULT
A TRUCKS
DELIVER
Mercedes-Benz

“->711

>1Mt/year

{
|

Client Industries

Household

Packaging

Energy

Construction

Truck

Automotive

Examples of sales
structures

W Big accounts exist in all client industries.

Differences in purchasing, partly global
through framework contracts (e.g.
Automotive OEM), or local or via a
central framework contract. Regional
sourcing approaches exist as well.
Direct sales and distribution channel
are being used with the same clients
(who comes first? Is the margin still
exact?)

High-margin niche markets can be
found in every product area

Some manufacturers organize their
Steel Service Centers specifically for
each industry in order to meet
special requirements



http://www.cartype.com/images/page/Volkswagen_5.jpg

There exist different sales channels in the Cl Automotive; Placement of
Steel Service Centers different for each competitor

L 2. Revenue Enhancement — Case Study

First hypothesis for Cl Automotive:

W Klockner & Co is the biggest independent
N steel distributor in Europe and America (not
‘ only in Cl Automotive)

B ArcelorMittal and Tata Steel have their own
steel distribution (significantly smaller and

1 i industry-specific).Voestalpine and Salzgitter
more active in the supplying industry

. . 4 B Steel distribution ThyssenKrupp with a high
Steel Service Center J Steel Distributors percentage of foreign products in

1 | comparison to ArcelorMittal and Tata Steel

v I W Steel Service Centers often placed next to
the production site. At ThyssenKrupp this
OEM-Supplier @ & o — = = — = = ] emerged historically through the-
distribution, then Joint Venture with the
l production site, now steel distributor again.

Sales- and Logistics chain Simplified image

Question: OEM-supplying through the
production site or steel distributors?

Steel distributors are looking for additional

NS Expansion of offered value added
products

. ‘ . Automotive percentage -

One unit for the client

VM
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In one example 51% of non-value added time (NVA) is spent on getting
missing spare parts, lack of documentation and cost control

= 3. Organizational Effectiveness — Case Study

Value added versus non value added Optimizable versus non optimizable

22%

49%
51%

78%

@ Value added total B Non-value added total | @ Optimizable 8 Non-optimizable

=  Missing or incorrect spare parts with the jobs is caused by:
= Incomplete and outdated spare parts lists
= Constant need to get spares from stock despite job preparation
= Special transports are arranged for the missing spares that are not in stock

= Need to custom build missing parts with long lead times
=  Equipment documentation lacks critical information
=  Seldom evaluation of stops and no improvement cycle

EXAMPLE: Resulting in fire-fighting, quests for spare parts and maintenance info, as well
as prolonged stop throughput times

90%
80%

70%
60% -
50% -
40% -
30% +
20% -
10% A

0% -

Distribution of NVA Time Spent

Preparation of Transport Waiting Searching
manual work

“We do not learn from earlier mistakes
during turnaround stops. Therefore the same
mistakes are made each time over and over
again."

“Sometimes contractors arrive almost
2h late. The loose control of working
hours still enables writing a complete
days job.”
—




I! SELECTED CASE STUDIES

A key success factor of a performance management project are

detailed bottom-up assumptions on the benefits case

‘.:l, 3. Organizational Effectiveness — Case Study Benefits Case Evaluation
e I K
in tEUR
Rework 6 % 95 % WIP, waste, efc. 90 %
2 Communication 6 % 95 % Interrupts, phone calls, etc. 85 % 115
3 Material readiness 5% 98 % Waiting time, etc. 95 % 105
4 Planning / inventory accuracy 7 % 85 % Changes in priorities, etc. 75 % 135
5  Equip readiness 4% 90 % WIP, other usages, etc. 80 % 150
6 BR 4% 98 % Not generated correctly, etc. 90 % 120
7 Job/people 9% 40 % Call-Ins, Lack of knowledge, etc. 80 % 105
8  Setup/ adjustments 2% 98 % Technical Knowledge, Breaks, etc. 80 % 150
9 Others 4 % 50 % Interrupts, Meetings, etc. 75 % 100

10 ,Break Downs' 1% 60 % Equipment breaks, broken material, etc. 20 % 95




SELECTED CASE STUDIES

A Daily “War-Room” meeting often is required to ensure pace and

direction of each project

5. 3. Organizational Effectiveness — Case Study
Objectives Attendees
= Realize lead-time reduction = Head of Project Management
= Ensure realistic planning assumptions - :eagO;glam}m%h'
0 = Head of Supply Chain
_ = Head of Operations

Ground Rules (excerpt) Agenda

= Allissues can be addressed — no hidden agendas = Review Action Log

= |ndividuals are responsible for delivering their own actions = Monitor daily project progress performance

= Ask for help and escalate immediately if support is not available = |dentify potential bottlenecks and develop countermeasures

= No excuses

INPUTS OUTPUTS Timing: ca. 45 minutes
= Action Log = Updated Action Log Frequency: daily

n Project milestone p|ans = Decisions and Actions Time XXX = XK. XX
= Production schedule = Weekly status report to management

= Test lab schedules board Venue:

VM
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A Project Charter has to be create individual for each module to clarify
targets, to-do’s and evaluate actions

D. 3. Organizational Effectiveness — Case Study

= Meet agreed targets by optimizing performance in Detailed revised Planning Consultants [VM]
identified bottlenecks = Overview of identified bottlenecks in planning Taskforce [Client]
= |dentify bottlenecks in rolling forecast and take = Daily progress review and short interval steering
corrective actions mechanism on bottleneck

Key Deliverables & Criteria Action Timeline  (weeks) 22 23 24 25 26 27 28 29 30 31 32 33 34 35

i i X
= Upfront bottleneck identification through planning on Define this years bottienecks
continuous basis Conduct productivity studie on constraint X | X

= Meeting agreed output target Agree on improvement measures X
= Reduce throughput tlme Implement improvement measures X | X | X
= Increase working capacity on bottlenecks . . .

Conduct short interval steering mechanism X | X

Have staffing in place X

Training plan new staff ready

KPIs for monitoring & evaluation ldentified Quick Wins Benefits target

= Effectiveness = Input of resources from different departments = thd
= Productivity = Reduced lead times by working in three shifts
= Lead time (plan vs. actual) = Committed daily/weekly progress plan on bottlenecks

Capacity increase

v AT K




I! SELECTED CASE STUDIES

For the first project weeks the activities are already planned on a daily

basis

== 3. Organizational Effectiveness — Case Study
~—

Month 1 2
Calender week 1 2 3 4 5
Project week 1 2 3 4 5
Milestones 6 |7 )89 |10f[1]|[12]13|14|15[16|17 18|19 |20 |21 |22 |23 |24 |25 |26 |27 |28 |29 |30 31| 1 |2|3|a4|s5|[6]|7]8]?9
Set up Team Tedm Tegm Buildin Team Team
& Infrastructufe Kick off event mepting mesqting
-
Set up War R War R War R War R
A o ar Room ar Room ar Room ar Room
I I I | | | | | | | | | | 1 1 1 1
Define benefit Define & agree on Define & agree on Develop & agree on Install
evaluation methog benefit evaluation method Baseline Benefit tracking Berllefit tlrackilng |
| | | | | | | | | |
Agree on key princjples|of Define future CMF Define future CMP Define future CMP
future CMP - Offer Phase — Design Approval Phage - After Design Approval Phage
| | | | | | | |
Define R&R of Identify and agree on
CM board CM board members
I 1 1 1 I I
Define Change Define Change Start to track Start to track
tracking system tracking system changes chslmgels —
I I 1 1 |
Review and upgrdde Develop further idgas Develop further ideas Develop further ideas
Solution List for LT reduction for LT reduction for LT reduction
I — I I — I I —
Identify quick wing Install quick wins Install quick wins
[ [ | [ 1 [ | [ | [ |




The project management office has to ensure the implementation of agreed
measures supported by implementation tools of KPI's on a regular basis




Target for the project will be agreed — During the project these are reviewed
regularly on a weekly or monthly basis

= 3. Organizational Effectiveness — Case Study

Target Setting on a KP|

Base: 194 days

h rolli April 201 :
(3 month rolling average April 2013) Missed Target: 179 days
7,5 % reduction = - 15 days

50 % achievement
15 % reduction

= - 30 days Target: 165 days

100% Goal achievement

150% Goal achievement

Stretch Target: 149 days
22,5 % reduction =-45 days

VM




Key element of sustainable performance improvement is the measurement
of KPI's on a regular basis and the use in daily management

"~ 3. Organizational Effectiveness — Case Study Monthly KPI Dashboard

= =
KPI Name Value type [3m.rolling av [Aclual| Plan  [PerfTop |Trend
Material Turn Rafo 380 | 372| 43 o | = The 3 month rolling average of the material turnover
Actual is better than or equal to plan @ 41 Trend increased or equal decreased from a baselme ratlo Of 416 tO 389 per
Actual is max. 10% less than plan @ = Trend lies between +0% and -5% september 2013.
Actual is more than or equal 10% less than plan (& I} Trend decreased -5% or more The reason for the decrease is driven by an increase of
Pref.= Performance (diviation to plan) Trend = (actual 3 m rolling A. - last 3 m. rolling A.) material needs due tO the hlgh workload in production in
. the last months of 2013.
The production plan 2014 shows a rather stable monthly
o output and therefore we expect to show better material
B e S turnover numbers in 2014.
‘E ';I';C( pan
S Actions
fa = Prognosis of WIP pattern going forward will be finalized in
4 October (as part of Forecast 2013 and Budgeting 2014
.0 process)
ie
iE
OO I DI T IO DO DI ID DD IODD DS DD
FFF P T P FF A FF IR T I FF TS F T I

- |
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The KPI-tree in the management operating system is installed by e.g.

using (balanced) score cards

;é 3. Organizational Effectiveness — Case Study
‘ | I. Financial 1) Profitability
perspective
2) Balance sheet
1) Cost
Il. Internal 2) Production
business
perspective 3) Quality
(operations)
4) Safety
Balanced Score
Card S) HR

1) Sales effectiveness

. Customer 2) Sales performance

perspective

3) Pricing
IV. Innovation 1) Learning
& learning
perspective 2) Innovation

= Key Tool for ALL managers and departments

= Qperational report and MOS
=  from Level 1 (monthly) until November
=  up to Level 3 (higher frequency)

= Customer / Learning after November

VM




Process analysis still leads to best results for the team by using
process maps and brown papers

{3 4. Process Excellence — Case Study

v

R TAGS ISSUED
-..—-—i-n-* |~ e I i Y B

AP i | i) Diivond T T T2 ‘ ) o i i i
S A R A * lllustrate how information is
; s L 3 ‘1‘.\- ff:___-‘x"ﬂ' ) e 101
S :’:—‘;ﬁ“_jfﬁ i 1«:’;]? utilized to make decisions.
o e hliohtd
gf,?,{_%kﬁ_zd; AL = * Highlight disconnects or

e e [ B B B 17 I i miSSing system elementS-

Use ‘live’ documents  Indicate where new systems

will be implemented.

| » Don'’t overcomplicate it!

Use ‘post-it’ notes to collect
feedback and comments

Involve your client in preparation




I! SELECTED CASE STUDIES

Key issues in the processes are to define the appropriate hid decision and

to enhance the pre-calculation incl. appropriate major approval

{3 4. Process Excellence — Case Study

Function

Customer
Etc. K accepltance

. |% Close
offer

Customer

Management Board

s 8

. . Compose Conduce a

Project Management Start up P>Project plan ateam I |kickoff mestin b Etc.

Engineering / Design Create ’ g Etc. Etc. ’
engineering plan

Pre-assembly Ete. M

Core assembly - Etec.

Winding shop —>  Et. —.
Active part assembly . . Etc. :l/ .

Final assembly Etc. Ete. [ Etc.

Test field Etc.

Transportation/Site Instal. Etc.

Planning/Material supply Etc. . Etc. — Etc.

Etc. Etc. Etc. Etc. Etc. | Etc. Etc. Etc.




I! SELECTED CASE STUDIES

Overview of mentioned critiques by key managers visualized before on the

brown paper

@

4. Process Excellence — Case Study

Function

Customer

Management Board

Project Management
Engineering / Design
Pre-assembly
Core assembly
Winding shop
Active part assembly
Final assembly
Test field

Transportation/Site Instal.

Planning/Material supply

J

\

“Red clouds”

in the OFFER process

“Who makes the decision yes /

no
“No strategic sales plan”

“no clear responsibility”

“Too many people involved in
process”

“Time to create good work is
often too short”

“‘Everybody has their own way of
working”

“Red clouds*

in the ORDER process

‘Different information systems
are used”

“There is no project team and
no kickoff meetings”

“Startup of a project is chaotic
(many open questions)”
“‘Nobody is responsible /
accountable for budget,
throughput”

“Suppliers do not deliver on time
in full”

“Quality issues caused by not
experienced staff =>bad quality

Comments

‘red clouds” sprouted
critique by key people

‘Red clouds” pointed out
to offer process

‘Red clouds” pointed out
to order process




Typical tool for identifying the key symptoms, key causes / root causes as
well as potential levers and solutions

{3 4. Process Excellence — Case Study

Key Symptoms Comments

* Low On-time delivery
« Significant gaps between offer design and ,final“ reviewed design * Key symptoms are
... named by key managers

=
+ Causos ond rot cauges
have been made
» Specifications in the request of quotations document not understood or misinterpreted transparent
* Quotation team has not enough time to read and to interpret given information and specs
» Test specs are not clear enough discussed and agreed with the customer prior

. .. * Accordingly key levers
o .. and solutions have been
identified

. .
Potential Levers / Solutions

* Preselect request of quotations better

* Install request of quotations board to select requests of quotations accordingly to market strategy

* Review test specs handling and detailing of the final design review and add mandatory check list and
specs description if necessary




Day In the Life Of (DILO)... Studies - e.g. back office clerk often reveal
“real" and not "theroetical" issues

& 4. Process Excellence — Case Study
® Non value add work ™ Value add work Pareto of non-value-add activities
]

Admin work
Search data/material E
General teleghone calls |
Wirte report |
IT-Issues |
Break/Private
Follow through order status _L
Customer feedback |
VM Value
[T-problem .:

0% 10% 20% 30% 40% 50%

m Work on quotation
Administration/search for information
m Client support
Communication FO - BO
VM Value

EXAMPLE
* Only 50% of the tie is spend on sales/customer-related activities
» Putting data availability in place and reducing paperwork would potentially free up 12% or working time




SELECTED CASE STUDIES
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OEE Improvement Plan

4. Process Excellence — Case Study

@

The plant efficiency for the machine focus was increased to 78%:

Increase 15.4%

Target
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S

Total Supply Chain Costs ®

Benchmark
Best-in-Class

(1) Source: External research

5. Supply Chain Management — Case Study

(as % of sales)

Benchmark
Median

L
L
U
L
Organiz.

Operating
Practices

Rationalize
Portfolio

Partners

Client

__VM _

L Alighment. =

Optimizing the supply chain configuration, operating practices and
portfolio rationalization show highest improvement potential

Organizational Alignment
= BU-wide alignment to objectives, responsibilities,
& measurements

= Appropriate governance model

Improve Operating / Management Practices

= Current operating efficiencies vary widely across
network

= Lack of network-wide operating standards

Portfolio Rationalization
= Address SKU Proliferation
= Identify and assess value of “special” services

Leverage Partner Relationships

= Drive added efficiencies through 3d-Party
partnerships

= Apply “Group”-leverage to Service Providers

Process Optimization
= Deploy leading-edge enablement (i.e., automation,

etc.)




SELECTED CASE STUDIES

Business Case Framework Linking Proposed Supply Chain Changes to
Financial Benefit

No
Quantifi-
cation

\/

Quan-
tified

Savings
to be
guantified

v 5. Supply Chain Manage

ment — Case Study
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Reduced Throughput Time \/ \/ \/ \/ \/ \/ \/ \/ \/

[time]

Reduced effort through
improved process efficiency
[€]

<
2

Reduced effort through fewer
budget slips [€]

Minimized penalty payments
[€]

Reduced risk costs [€]

Revenue increases & profit
improvements [€]

< | <= | <= | =

Higher customer satisfaction
through improved delivery
performance

Improved flexibility

Monitor date of QC

availability

Agree non-relevant
parts until kick-off

after design freeze

SAP / CRM direct
integration

Copy reference
structures
application of
project review
Change process

Consistent

<
2
2

2
2
2
2
2
<
2
2

< | = | = | =




Performance targets are set using internal and external analysis

) 9. Supply Chain Management — Case Study

—_— Sample Data - For Reference Only Supply-Chain Performance Versus Custom Population
Major . Average Best-
Opportunity LIEER LR or Median FEIETEG in Class
Delivery Performance to Request 86% *
£ Delivery Fill Rate [84%] - i? - _
S Performance/ 3-5% increase in revenue
Y Quality Order Fulfillment Lead Time Etz'i—» *
) .
g Perfect Order Fulfiliment | 83% ' - *
7]
= - Upside Flexibility (20% Increase M
o Flexibility and P y (20% ) Increase in Customer
Responsiveness | gypply-Chain Response Time Eﬂ»i‘{ Satisfaction
Supply-Chain Management Cost | 14.1%} %? -$54M/year
> Cost
-§ Value Added per Employee N/A
(e ,
—"“ Total Inventory Days of Supply 110 o -$16M one-time
c
g Assets _ 162 :* -$6M/year
£ Cash-to-Cash Cycle Time -$64M one-time
Net Asset Turns | 4.9 | N/A




RESULTS




