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STRATEGY DEFINED

The River (Sun Tzu)

e (Clear Goal
* One Direction
* Converge with Business Strategy

* Removing and overcoming obstacles
(long-term vs. short-term)

* Harnessing the inherent power
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DO WE REALLY NEED STRATEGIES?

e You bet! - The “hatchet” can’t work
forever

* Interdependencies are inherent in the
supply chain

* Leadership: The best must get better

 Requires a structured decision making
process

* Focus on achieving a sustained
competitive advantage for all
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SUPPLY CHAIN COST FLOW
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SELECTING YOUR STRATEGY

Negotiation (SCM) Breakthrough (AIM&DRIVE®)
e Leverage Volume e Jointly develop written cost management
e Price Analysis (CAMS™) strategies with suppliers (Cost Challenges)
e Cost Modeling e Execute strategies with maximum speed
Comparative »Should Cost * Create knowledge base to leverage ideas

» Price Discipline™

Costs S 1 71co

N\~
\.\,,—-\/\/\\,_’_,v\_g_‘___,\\\ Benchmark Competitor
\_

[ L

Initial cost savings

i

Your Company

This is where we generate
real cost savings

Time
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ANKLESARIA’S STRATEGIC SOURCING PROCESS

Strategy : Source
» Assess Internal > Prepare for » Initiate Contract
Needs Sourcing Event Management
> Analyze Supply » Conduct Sourcing » Manage Contract
Market Event Supplier Performance (KPIs)
Supply Market Overview Contract Pricing (Price
Profile Suppliers Discipline™)
Evaluate Trends and Forces Value Improvement
Program (AIM & DRIVE®)
» Understand Costs > Select Supplier(s) » Close Contract
Total Cost of Ownership Award Contracts
Should Cost Model
Price Discipline™ Made
AIM & DRIVE®
» Develop Strategy

. Confidential
Anklesaria Group Inc. © 2020 Duplication prohibited without written consent




Anklesaria’s AIM & DRIVE® Process

Agreeing on the S
need to manage \

costs

Eternally improving
and leveraging the
process

Verifying the plan
with cost monitors

Anklesaria Group Inc. © 2020

Identifying critical
costs in the supply
chain

Implementing an
action plan

Measuring
secondary and
tertiary costs

Defining key cost
drivers and
developing strategic
options

Reducing, changing
or eliminating
activities that cause
costs:The Strategy
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PREPARING FOR AIM & DRIVE®

Checklist
v Buy-in presentation to top management
v Select key commodities and top suppliers
v Brief customer/supplier team leaders
v Determine resource requirements
v Educate participants

v’ Schedule strategy building sessions
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Anklesaria’s AIM & DRIVE® Process

Agreeing on the
need to manage
costs

Eternally improving
and leveraging the
process

Verifying the plan
with cost monitors

Anklesaria Group Inc. © 2020

Identifying critical
costs in the supply
chain

e Select a Topic
¢ Select a Team

» Specify Goals

Implementing an
action plan

Measuring
secondary and
tertiary costs

Defining key cost
drivers and
developing strategic
options

Reducing, changing
or eliminating
activities that cause
costs:The Strategy
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AGREEING TO MANAGE COSTS

Select a Primary Cost (The Topic)
* Spend exceeds a “hurdle” amount (for example $10 million)

» Strategies/Opportunities identified can be leveraged to other
Contracts, Suppliers, Business Divisions, etc.

* Internal Stakeholder buy-in

* Supplier buy-in — good relationship based on open/honest
communication and sharing of data/knowledge

* No ongoing negotiations

* Potential for improvement — have there been prior initiatives around
Continuous Improvement?

Confidential
Duplication prohibited without written consent

Anklesaria Group Inc. © 2020



AGREEING TO MANAGE COSTS

Selecting the team:

Core Team Extended Team
(Key members who are required to be (Members who are required to attend
part of all the working sessions) as and when needed)
Client e Supply Chain leadership * Planning
* Business Stakeholder * Finance
e Supply Chain Analyst * Sector Director/Region VP
* Operations/Line SMEs * Program Sponsor
* Supply  HSE
Chain/Procurement * Materials Management
Manager
* Facilitators
Supplier * Account Manager * Directors
e Operations Manager e C-level
* Line SMEs (Engineering, * Global Account Manager
Technical, etc.) * Finance
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AGREEING TO MANAGE COSTS

Determine team goals

e Establish realistic “stretch” goals
* Articulate goals from different perspectives
e Goals could be Quantitative and/or qualitative

* Focus on the supply chain
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AGREEING TO MANAGE COSTS

Understand and respect different perspectives

 Marketing - Time to market
 Manufacturing - Throughput
e R & D - Design cycle time

* Finance - Payment terms

* Logistics - Speed

* Procurement - Purchase price

“The blind men and the elephant”
Every one is partly right and yet all
are wrong
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AGREEING TO MANAGE COSTS

Provision of Camanting Sarvicas

Estimared cost: $ 24,000,000
Rationale for choosing Primary Cost:

Large, recurring spend

Slgnificant opportunities for value creation
Crituical contract for operatons

Sarery Mo compromise o safety

unfts ueilisation Maximise utlisation of Cementing units

Unft=s Utiifsation Cptimise unit Moves

Camranting units Improve efficlency of cementing units {Ensure fit for purpose jobs for the cementing units)
Marerial Conduct technical reviews of recipes as proposad by SMES to ensure right marterial usage and oprimise recipas
rMarerial Minimise cement losses by FIrsC curing cthe losses and Then pumping

Material Optimise the sxcess volumes of slurries and spacers

A e rial Farcner with QOBM dead volume apportunity to reduce volume requirements

rMareriaf Explore oppormunities 1o utllise local service providers

Materiaf Explore opportunities to replace current material with alternate material

Matarial Use of readymix cement for tophale sections

Paoplo Ensura proper timme managemant of paople ©o utlise their working hours while on site
Tools Increase utlisacion downhole tools as provided in the contract
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Anklesaria’s AIM & DRIVE® Process

Agreeing on the
need to manage
costs

Eternally improving
and leveraging the
process

Verifying the plan
with cost monitors
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Identifying critical
costs in the supply
chain

e Break down the Primary Cost

e Select future / impactable
cash flows

Implementing an
action plan

Measuring
secondary and
tertiary costs

Defining key cost
drivers and
developing strategic
options

Reducing, changing
or eliminating

activities that cause
costs: The Strategy
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IDENTIFYING CRITICAL COSTS

Map the process to understand activities

v Break down the Primary Cost (Level 1) into lower level (secondary and
tertiary) costs
v Assign values if possible
v Focus on future cash flows (recurring or non-recurring)
v Determine if impactable or non-impactable
v Select critical costs
Primary Cost Primary Cost
Level 1 Level 1
e.g. PURCHASED PART e.g. PURCHASED PART
| |
| } | }
Secondary Cost Secondary Cost Secondary Cost Secondary Cost
Level 2 Level 2 Level 2 Level 2
e.g. COUPLINGS e.g. G,?SKETS e.g. DESIGN LABOR e.g. PRODUCTION LABOR
| ]
Tertiary Cost Tertiary Cost
Level 3 Level 3
e.g. PLASTIC GASKETS e.g. STEEL GASKETS
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IDENTIFYING CRITICAL COSTS

Identifying Critical Costs In The Supply Chain

Primary Cost Breakdown

Cost Element % of Total Future Cost Impactable S.e.Iect as
Critical Cost
Batch mixer $58,000 0%
Casing $395,000 2%
Cement systems S$461,000 2%
Cementing Unit $7,400,000 31% Y Y Y
F110 $175,000 1%
Material $11,500,000 48% Y Y Y
Blend $3,433,000 14% Y Y Y
Others $9,000 0%
People $14,000 0%
Pumps $84,000 0%
Tank $291,000 1%
Thermastone $180,000 1%
Total:| $24,000,000 100% 93%
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IDENTIFYING CRITICAL COSTS — PROCESS MAP

PROCESS MAP FOR QUOTATION PROCESS FOR SPARES

Work Order Issued & BOM Identification by Materials Masters
Validated & Proceed SPA assigned Siemens Tech Support Raised for Non-
Detailed Plan & BP SPA Catalogue Parts

Work Identified &
Notification Raised

Materials Added to Demand Generated for
Maximo Purchase

Refer to MC

Check Material Master
Receive Shopping Cart & Previous Purchase Issue RFX(Q) to Vendor
History

Quote Received Place PO
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Anklesaria’s AIM & DRIVE® Process

Agreeing on the
need to manage
costs Identifying critical
- costs in the supply
chain

Eternally improving
and leveraging the
process

¢ Develop a list of cost
drivers for each
selected critical cost

Verifying the plan
with cost monitors

Implementing an
action plan

Anklesaria Group Inc. © 2020

Measuring
secondary and
tertiary costs

Defining key cost
drivers and
developing strategic
options

Reducing, changing
or eliminating
activities that cause
costs:The Strategy
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MEASURING COSTS

* Objective is to obtain a list of Cost Drivers NOT to
“calculate” numbers

I”

 Develop formulas for each selected “critical” cost
e Distinguish between cost and revenue drivers

* Review and verify cost drivers
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M
FORMULA BASED COSTING™: THE LOGIC

COST
DRIVERS

LHS = RHS

<R

N

Result Variables
j = upper limit R
A
n = current value ) N
G
" ] i =lower limit E
a” varies

' Factors that
determine

the current
value of “a”

STRATEGIC
OPTIONS
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MEASURING COSTS

Material

Equipment/Units

$

# of kgs delivered

# of kgs pumped

# of jobs

# of wells

kg delivered

Landed unit cost

# of kgs pumped
Usage

# of units

job

Job requirement

# of days available

well

Well servicing

# of days on site

Year

Well output

# of days working

# of jobs

# of wells

unit

Unit cost

# of days available

Unit availability

# of days on site

Unit onsite

# of days working

Unit utilisation

job

Job requirement

well

Well servicing

Year

Well output
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FORMULA BASED COSTING™

* Premise: A mathematical equation, LHS = RHS

 The LHS (result) is the cost element

e The RHS (variables) are the cost drivers

* Cost Drivers vary within a range (min/max)

e Strategic Options are functions that determine the current

value of a driver within the range
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M
FORMULA BASED COSTING™: POINTS TO REMEMBER

- The logical end of a formula is the Revenue Driver

- There is only ONE Revenue Driver in a supply chain
« A plussignina formula indicates Cost Elements NOT Cost Drivers

- A Cost Element is a physical expense that can be expressed as “S per

year”

A Cost Driver must be a numerically expressible variable

A “gualitative” factor will always be a “function/strategic option”
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Anklesaria’s AIM & DRIVE® Process

Agreeing on the
need to manage
costs Identifying critical
- costs in the supply
chain

Measuring
secondary and
tertiary costs

Eternally improving
and leveraging the
process e Evaluate cost drivers
and select the key cost

Defining k t
drivers efining key cos

drivers and
 Develop strategic developing strategic
options for each key options
cost driver

Verifying the plan

with cost monitors /

Reducing, changing
or eliminating
activities that cause
costs:The Strategy

Implementing an
action plan
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DEFINING KEY COST DRIVERS

e Select by discussion

e Use a decision matrix

> Assign weights (relative percentages) to cost elements

> Evaluate the impact of each cost driver on the cost
elements

> Calculate weighted impact score

> Determine current level of the driver and the amount of
improvement possible

> Evaluate the teams ability to impact drivers
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DEFINING KEY COST DRIVERS

Material

Equipment/Units

$

# of kgs delivered

# of kgs pumped

# of jobs

# of wells

kg delivered

Landed unit cost

$

# of kgs pumped

Usage

# of units

job

Job requirement

# of days available

well

Well servicing

# of days on site

Year

Well output

# of days working

# of jobs

# of wells

unit

Unit cost

# of days available

Unit availability

# of days on site

Unit onsite

# of days working

Unit utilisation

job

Job requirement

well

Well servicing

Year

Well output
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D
DEVELOPING STRATEGIC OPTIONS (FUNCTIONS)

“Functions” are factors that determine

the current value of cost drivers

!

\

* Brainstorm among team members "

e Solicit “Ten Meter Manager” input

e Consider different perspectives
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D
DEVELOPING STRATEGIC OPTIONS (FUNCTIONS)

_ S M # of kgs delivered M # of kgs pumped M # of jobs M # of wells M
Material
kg delivered # of kgs pumped job well Year
Landed unit cost Usage Job requirement Well servicing Well output
Current est. value:
Can improve?
Target value:
Factors: Excess volume pumped Curing of losses Quality of recipe
Type of material Dead volume amount Type of formation Fit for purpose recipe
Elimination of materials in Depth of well
the recipe
Reduce quantity of the Knowledge of formation and
material in the recipe losses
Source of material Need for slurry to be
(Client/Contractor/etc) pumped for whole casing
(losses, formations, etc.)
Use of local service Use of stage tool (practice
providers of pumping 1st stage, need
for stage tool, type of
recipes)
Optimise cementing
allocation per type of job
_ S " # of units " # of days available N # of days on site " # of days working . # of jobs M # of wells
Equipment/Units . X X X .
CHE unit # of days available # of days on site # of days working job well Year
Unit cost Unit availability Unit onsite Unit utilisation Job requirement Well servicing Well output
Current est. value:
Can improve?
Target value:
Factors: Using local contractors Unit moves Waiting for others
Using fit for purpose units Quality of maintenance Waiting for resources
Need for pressure test with #of rigs Quality of planning of rig site
cement unit/rig pumps for requesting cementing
units (timing, requirement,
ROS)
Need for 2 units in one Optimisation of allocation of Night driving restricted hours
location cementing units by cluster review (based on road and
facility assessment)
Use rig pump to pump the Rig practice of ordering 2
cement where applicable units
Set P&A kit using rig pump Introducing contractors hubs

to maximise night driving

Use rig pump for leak off Movable caravan for extra
test using rig pump or local personnel
pumping unit
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Anklesaria’s AIM & DRIVE® Process

Agreeing on the
need to manage
costs Identifying critical
> costs in the supply
chain

Measuring
secondary and
tertiary costs
Eternally improving
and leveraging the
process

Defining key cost
drivers and
developing strategic

e Evaluate strategies options

e Create Strategy
Statements

o Select strategies for
implementation

Verifying the plan
with cost monitors

Reducing, changing
or eliminating
activities that cause
costs:The Strategy

Implementing an
action plan

. Confidential
Anklesaria Group Inc. © 2020 Duplication prohibited without written consent




R
REDUCING, CHANGING OR ELIMINATING ACTIVITIES

e |dentify constraints, if any

* Select options (functions) that can be impacted

* Create a strategy statement for each selected function
* Evaluate risks/benefits from different perspectives

* Quantify potential savings on current Primary Cost

e Quantify savings from leveraging ideas

* Prioritize strategies for implementation — make sure some
are implementable in the short term
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DEVELOPING CONSTRAINTS

& O, -t
S ? (le/,. ? & e‘\“‘
/3 (97 _ N
) Ethics?
2
Time to yechnology 09&'} Regulation?
a ?

market? e Envi C g

Marketing |Turnaround time for existing customers cannot go beyond 48 hours
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EVALUATING RISKS AND BENEFITS

Consider these perspectives when evaluating the
respective risks and benefits for each option

v Financial Manufacturing
Brand/Image

Flexibility

v' Technology
v’ Political

v Environmental
v' Quality

Delivery performance

N N N X

Overall business
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R

REDUCING, CHANGING OR ELIMINATING ACTIVITIES
Reducing, Changing Or Eliminating Activities That Cause Costs

Net Potential Savings: $5,548,100

23%
.~ StrategyStatements  Benefts  $Vawe  Risks/Costs  $Vale
1 Reduce the quantity of excess volume pumped and Excess volume pumped in 2013 (m3) 540 |Compromise the integrity of the well
e.I|m|nate pumplng t.he CETES i) S SR (e S Rate per m3 of cement (average) $1,500 [Potential need for extra operations to test well integrity
first stage plus revising the need for two stages to
reduce cement material requirements and thus, reduce |% reduction in excess cement (based on gas wells 50% Mitigation for both: case by case/field wise evaluation
material costs and inefficient days reduction of excess from 60% to 30%) of cementing requirements
Cost saving in excess cement $405,000
Operation time reduction $6,250
Logistics cost reduction (transport, disposal) $99,840
Priority (H/M/L) : Increased utilisation of cementing units |
Net Savings : $511,090 $511,090 S0
Constraints :
2 Ellmlrjlate/Mlnlml.ze the de.ad vz.)l.ume in the shf)rt term: |Assumptions: 60 jobs/month; $300/m3; 2 tanks/job; 5m3 $2,160,000 |Additional Cost $900,000
by using batch mixer/mobile mixing tanks and in the dead volume/tank
long term: by modifying the rig mud tanks to store
cement mix water and thus reduce material costs
Priority (H/M/L) :
Net Savings : $1,260,000 $2,160,000 $900,000
Constraints :
3 Rationalize/Reduce the quantities of materials used in |[10% Reduction in volume of cement ordered $1,088,300 [Ensure no compromise on well integrity
the recipe by evaluating alternative additivies and
revise lead and tail requirements thus, reducing the
material costs for jobs
Priority (H/M/L) :
Net Savings : $1,088,300 $1,088,300 S0
Constraints :
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R

REDUCING, CHANGING OR ELIMINATING ACTIVITIES
Reducing, Changing Or Eliminating Activities That Cause Costs

Net Potential Savings: $5,548,100
23%

Constraints/Requirements :

4  Use r.lg pumps to Purer cement wherever applicable for [Reduction {n 2 units requirement: $115K/month contract $2,760,000 |Additional Cost $900,000
low risk cementation jobs and thus, reduce rate for unit
requirement for 2 cementing units ~ 15 jobs per month reduction
Reduced operating and maintenance costs $480,000
Priority (H/M/L) :
Net Savings : $2,340,000 43,240,000 $900,000
Constraints :
Conduc-t press.ure tests with rig pumps instead of ) Elimination of 18 days of cementing units used for $66,774 |Mud expenses
cementing units and set the P&A (plug & abandon) kit |pressure tests
using mud instead of cement, thus reducing the Elimination of 31 days of PNA kit jobs $115,000
requirement for cementing units to conduct pressure Reduction in workload for cementing units
test jobs
Priority (H/M/L) :
Net Savings : $181,774 $181,774 S0
Constraints :
Challenge the rig practice of ordering 2 units wherein  |Reduction in NPT of cementing units Unavailability of standby cementing unit
the units stays in standby and thus, reduce cementing Days of cementing unit on standby 90 |Mitigation: Second unit will be in nearby area
unit requirement Daily cost of cementing unit $3,710 Mitigation:lln case of failure and no second unit
available, circulate out cement
Reduction in rig practice expected 50%
Cost saving $166,935
Cost of NPT since 2nd unit has been put on standby
Priority (H/M/L) : Better demand management and utilisation of resources
Net Savings : $166,935 $166,935 S0
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Anklesaria’s AIM & DRIVE® Process

Agreeing on the
need to manage
costs Identifying critical
costs in the supply
chain

Measuring
secondary and
tertiary costs
Eternally improving
and leveraging the
process

e Develop a detailed Defining key cost

action plans drivers and
developing strategic
* Define a contingency options

plan

Verifying the plan
with cost monitors

Reducing, changing
or eliminating
activities that cause
costs: The Strategy

Implementing an
action plan
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IMPLEMENTING AN ACTION PLAN

* Select chosen strategies
 What, who and when?

* Minimize or eliminate risks
 Develop contingency plans

* Obtain management buy-in

» Establish dates and participants for
verification
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IMPLEMENTING AN ACTION PLAN

Strategy Statement

Reduce the quantity of excess volume
pumped and eliminate pumping the cement
to the surface for the first stage plus revising
the need for two stages to reduce cement
material requirements and thus, reduce
material costs and inefficient days

Eliminate/Minimize the dead volume in the
short term: by using batch mixer/mobile
mixing tanks and in the long term: by
modifying the rig mud tanks to store cement
mix water and thus reduce material costs

Rationalize/Reduce the quantities of
materials used in the recipe by evaluating
alternative additivies and revise lead and tail
requirements thus, reducing the material
costs for jobs

Anklesaria Group Inc. © 2020

Implementing A Cost Management Strategy

Value Action Plan Who Due Date
1. Map the field to establish the amount of cement required (excess cement, two stage 31 Oct 2014
cement, cement to the surface required) as part of a pilot study

1.a Review jobs in the pilot field and conduct benefit analysis for the jobs 31 Oct 2014
1b De\./e.lop a standard practice for amount of cement (draft proposal for updating TFM 31 Oct 2014
and Drilling program)
$511,090 |2. Estimate and evaluate the technical and financial benefits from pilot 01 Jan 2015
3. Update the standard programs (TFM, Drilling program) for pilot field 15 Jan 2015
4. Roll out program (the process of evaluating amount of cement pumped) for other fields 31 Jan 2015
5. Review and evaluate the requirement to update current standard procedures 31 Mar 2015
Short term:1. Supplier to evaluate cost-benefit of using batch mixer or mobile tank 31 Oct 2014
Short term: 2. P li f i h mi il k (fi ial +
o . erm ropose to Client arrangement for using batch mixer/mobile tank (financia 31 Oct 2014
technical)
3. Decide on short-term plan for zero dead volume 07 Nov 2014
4. Evaluate the long-term benefit from using eliminating dead volume for all fluids (cement, 31 Dec 2014
OBM, WBM, acid, brine, fresh water, etc.)
5. Client to evaluate options for rig tank modifications and come up with cost estimation 15 Oct 2014
$1,260,000 (6. Engage with rig contract holders/rig contracts team leader to understand provisions in 15 Jan 2015
the rig contracts for modifying the tanks contractually
7.Sh ti ith ri tract: t lect best opti d to obtai t implicati
a?re in ions with rig contractors to select best option and to obtain cost implications 15 Feb 2015
and timeline
8. Build a busi t dify all the ri d seek | if justified f the li
ui a. usiness case to modify all the rigs and seek approval if justified from the lines 15 Apr 2015
and functions
9. Seek endorsement from Management, if applicable 15 May 2015
10. Build the program for execution and implementation in all rigs 31 May 2015
1. Map the material requirements of 3 target fields as a pilot (objective of the cememt, 31 Oct 2014
need for cement, technical requirements, challenges, etc.)
2. Engage with the asset teams (integrity focal points) based on mapping outcomes 15 Nov 2014
3. Begin with the pilot phase of the optimised recipes based on agreement with all parties 30 Nov 2014
(assets, Well Engineers, Supplier, etc.)
$1,088,300 . N " - F
4. Present the benefits (technical and financial) and the process to replicate the
Lo . X ) 31 Mar 2015
optimisation of recipes in other fields
5. Develop and establish monitoring system of cement quality open to all concerned parties 31 Mar 2015
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IMPLEMENTING AN ACTION PLAN

Implementing A Cost Management Strategy

Strategy Statement Value Action Plan Who Due Date
1. Evaluate technical feasibility of using rig pumps based on the current rig setup 31 Dec 2014
2..Eyaluatf-: options of mixing facility (mobile mixing unit - Aramix, mobile mixing tank, fixed 31 Dec 2014
mixing unit for each rig, etc.).
Use rig pumps to pump cement wherever 3. Evaluate the financial implications of this opportunity - check with opportunity #2 (dead 31 Dec 2014
4 applicable for low risk cementation jobs and $2.340,000 volume)
thus, reduce requirement for 2 cementing T 4. Engage with rig contract holders/rig contracts team leader to understand provisions in 15 Jan 2015
units the rig contracts and use rig pumps for cementing and/or adding dedicated mixing unit
5. Build the business case if required to implement this opportunity 15 Apr 2015
6. Seek endorsement from Management, if applicable 15 May 2015
7. Build the program for execution and implementation in all rigs 31 May 2015
1. Check with manufacturer for P&A kit guidelines 15 Oct 2014
2. Evaluate effectiveness of cement on P&A kit using the simulation tool 30 Sep 2014
Conduct pressure tests with rig pumps 3. Update TFM and Drilling Program to reflect the change (P&A kit setup using mud and rig
. . . 31 Oct 2014
instead of cementing units and set the P&A pump)
5 (plug & abandon) kit using mud instead of $181,774  |Pressure tests (to test the integrity of the casing against set cement):
cement, thus reducing the requirement for 4. Agree with the planning & design engineers on the proposed way of testing hard cement 31 Oct 2014
cementing units to conduct pressure test jobs using the rig pump
5. Update Drilling Program to reflect the change (pressure tests) 31 Oct 2014
1. Compile data on job failures for the last two years for cementing units 30 Sep 2014
2. Compile data on time spent by second cementing unit on standby for 2013 30 Sep 2014
s e e rasies of ardeing 2w 3. Develop procedure of ord'ering single units wiFh risks ?nd mitigation plans 31 Oct 2014
. . . 4. Seek approval for change in procedure (ordering 2 units) 07 Nov 2014
6 wherein the units stays in standby and thus, 516,935 5. Communicate to all operations teams on the proposed change in procedure for ordering
reduce cementing unit requirement 2'units 07 Nov 2014
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CONTINGENCY PLANS

* Focus on “why” (desired goal)

e Suggested contingencies

» Another strategic option (function) for the same
cost driver

> Use the same strategy but implemented
differently
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PRESENTING YOUR STRATEGY

Prepare a “buy-in” strategy in advance

* Obtain additional input as needed

* Review and revise worksheets

* |dentify target audience

* Gather information about the audience

* Anticipate management concerns

* Prepare sales presentation
 Make the “best” presenters do the presentation
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Anklesaria’s AIM & DRIVE® Process

Agreeing on the
need to manage
costs

Eternally improving
and leveraging the
process

Verifying the plan
with cost monitors

Anklesaria Group Inc. © 2020

Identifying critical
costs in the supply
chain

e Monitor performance

e Document results

Implementing an
action plan

Measuring
secondary and
tertiary costs

Defining key cost
drivers and
developing strategic
options

Reducing, changing
or eliminating
activities that cause
costs: The Strategy
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VERIFYING THE ACTION PLAN

Monitoring Performance

e Appoint project coordinator/s

* Hold periodic reviews (weekly/biweekly/monthly)
 Modify action plans and expand on strategies

* Document meeting notes

* Develop new process maps

* Present status reports to management every Quarter
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VERIFYING THE ACTION PLAN

Strategy Statement

Reduce the quantity of excess volume
pumped and eliminate pumping the cement
to the surface for the first stage plus revising
the need for two stages to reduce cement
material requirements and thus, reduce
material costs and inefficient days

Eliminate/Minimize the dead volume in the
short term: by using batch mixer/mobile
mixing tanks and in the long term: by
modifying the rig mud tanks to store cement
mix water and thus reduce material costs

Rationalize/Reduce the quantities of
materials used in the recipe by evaluating
alternative additivies and revise lead and tail
requirements thus, reducing the material
costs for jobs

Implementing A Cost Management Strategy

Value Action Plan Who Due Date Completion Date Comments
1. Map the field to establish the amount of ce'ment required (exc.ess cement, 31 Oct 2014 31 Oct 2014
two stage cement, cement to the surface required) as part of a pilot study

1.a Review jobs in the pilot field and conduct benefit analysis for the jobs 31 Oct 2014 31 Oct 2014
1b Deyelop a standard.practlce for amount of cement (draft proposal for 31 Oct 2014 31 Oct 2014
updating TFM and Drilling program)
$511,090 |2. Estimate and evaluate the technical and financial benefits from pilot 01 Jan 2015 10 Jan 2015
3. Update the standard programs (TFM, Drilling program) for pilot field 15 Jan 2015 26 Jan 2015
4. Roll ‘out program (the process of evaluating amount of cement pumped) for 31 Jan 2015 31 Jan 2015
other fields
5. Review and evaluate the requirement to update current standard 31 Mar 2015 15 Apr 2015
procedures
h 1. li | - fit of usi h mi il
Short term:1. Supplier to evaluate cost-benefit of using batch mixer or mobile 31 0ct 2014 31 0ct 2014
tank
Short t.erm: 2 Propose.to Client arrangement for using batch mixer/mobile 31 Oct 2014 12 Nov 2014
tank (financial + technical)
3. Decide on short-term plan for zero dead volume 07 Nov 2014 20 Nov 2014
4. Evaluate the long-term benefit from using eliminating dead volume for all
31 Dec 2014 20 Nov 2014
fluids (cement, OBM, WBM, acid, brine, fresh water, etc.) ec ov
5. C.Ilen'F to evaluate options for rig tank modifications and come up with cost 5 G 2T 500 er S
$1,260,000 |estimation
£ - -
6 n-gége VYIth rig Fontract holders/rlg-co-ntracts team leader to understand 15 Jan 2015 31 Jan 2015
provisions in the rig contracts for modifying the tanks contractually
7. Sh‘are‘optlons w.|th r}g contractors to select best option and to obtain cost 15 Feb 2015 22 Feb 2015
implications and timeline
8. Build a busi t dify all the ri d seek | if justified
uild a : usiness case ‘o modify all the rigs and seek approval if justifie 15 Apr 2015 27 Apr 2015
from the lines and functions
9. Seek endorsement from Management, if applicable 15 May 2015 15 May 2015
10. Build the program for execution and implementation in all rigs 31 May 2015 31 May 2015
Map the material requwement-s of 3 target fields as a pilot (objective of the 31 Oct 2014 31 Oct 2014
cememt, need for cement, technical requirements, challenges, etc.)
2. Engage with the asset teams (integrity focal points) based on mapping 15 Nov 2014 20 Nov 2014
outcomes
3. Begin with the pilot phase of the optimised recipes based on agreement
30 Nov 2014 20 Nov 2014
$1,088,300 |with all parties (assets, Well Engineers, Supplier, etc.) ov ov
4.P t the benefits (technical and fi ial) and th t licat:
rese‘n A g enefi s‘( ecl An|ca an A inancial) and the process to replicate 31 Mar 2015 15 Apr 2015
the optimisation of recipes in other fields
5. Develop and‘establlsh monitoring system of cement quality open to all 31 Mar 2015 15 Apr 2015
concerned parties
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VERIFYING THE ACTION PLAN

Strategy Statement

Use rig pumps to pump cement wherever
applicable for low risk cementation jobs and
thus, reduce requirement for 2 cementing
units

Conduct pressure tests with rig pumps
instead of cementing units and set the P&A
(plug & abandon) kit using mud instead of
cement, thus reducing the requirement for
cementing units to conduct pressure test jobs

Challenge the rig practice of ordering 2 units
wherein the units stays in standby and thus,
reduce cementing unit requirement

Implementing A Cost Management Strategy

Value Action Plan Who Due Date Completion Date Comments
1. Evaluate technical feasibility of using rig pumps based on the current rig 31 Dec 2014 22 Jan 2015
setup
2..Eyaluate 0|:.)t|ons ?f.m|X|ng facility (mv.Jblle mixing unit - Aramix, mobile 31 Dec 2014 22 Jan 2015
mixing tank, fixed mixing unit for each rig, etc.).

. Eval he fi ial implicati f thi ity - check with
3.Eva uat.et e financial implications of this opportunity - check wit 31 Dec 2014 22 Jan 2015
$2.340,000 opportunity #2 (dead volume)

T 4. Engage with rig contract holders/rig contracts team leader to understand
provisions in the rig contracts and use rig pumps for cementing and/or adding 15 Jan 2015 29 Jan 2015
dedicated mixing unit
5. Build the business case if required to implement this opportunity 15 Apr 2015 15 Apr 2015
6. Seek endorsement from Management, if applicable 15 May 2015 15 May 2015
7. Build the program for execution and implementation in all rigs 31 May 2015 31 May 2015
1. Check with manufacturer for P&A kit guidelines 15 Oct 2014 15 Oct 2014
2. Evaluate effectiveness of cement on P&A kit using the simulation tool 30 Sep 2014 30 Sep 2014
3. Update TFM and Drilling Program to reflect the change (P&A kit setup using 31 Oct 2014 31 Oct 2014
mud and rig pump)

$181,774  |Pressure tests (to test the integrity of the casing against set cement):
4. Agree with th.e plannl'ng & design engineers on the proposed way of testing 31 Oct 2014 31 Oct 2014
hard cement using the rig pump
5. Update Drilling Program to reflect the change (pressure tests) 31 Oct 2014 31 Oct 2014
1. Compile data on job failures for the last two years for cementing units 30 Sep 2014 30 Sep 2014
2. Compile data on time spent by second cementing unit on standby for 2013 30 Sep 2014 30 Sep 2014
3. Develop procedure of ordering single units with risks and mitigation plans 31 Oct 2014 31 Oct 2014
$166,935  |4. Seek approval for change in procedure (ordering 2 units) 07 Nov 2014 07 Nov 2014
5. Communicate to all operations teams on the proposed change in 77 N AT 7 [

procedure for ordering 2 units
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VERIFYING THE ACTION PLAN

Documenting Results
* Quantify Net Realized Savings
* Evaluate qualitative benefits
* Note lessons learned
* Publicize results

 Reward Participants

“Store all knowledge in an on-line “knowledge base”
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Anklesaria’s AIM & DRIVE® Process

Agreeing on the
need to manage
costs

Eternally improving
and leveraging the
process

Verifying the plan
with cost monitors

Anklesaria Group Inc. © 2020

Identifying critical
costs in the supply
chain

e Select next project
—Other strategic options
—Other cost drivers
—Other critical costs

—Other Topics

Implementing an
action plan

Measuring
secondary and
tertiary costs

Defining key cost
drivers and
developing strategic
options

Reducing, changing
or eliminating
activities that cause
costs:The Strategy
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ETERNAL IMPROVEMENT

The journey never ends.....

 Expand on current project
> Other strategic options
> Other cost drivers

> Another cost element
* Educate other teams in the supply chain

* Kick off the next project within 6-9 months
» Another supplier/customer

» Another product/commodity/service (Primary Cost)
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HOW DO WE CHANGE DIRECTION?

* Provide a new vision
 Develop new measures
 Generate new ideas

* Implement new processes

e Learn from our mistakes
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And Finally...

e

Every mornlng in Afrlca a gazelle wakes up.

It knows it must run faster than the fastest Ilon,
~oritwillbe killed.
Every mornmg a Ilon wakes up '
It knows it must outrun the slowest gazelle,
or it will starve to death.

|1t doesn’t ma_tter whether you are a lion or gazelle:
= : ; /

Source: Roger Bannister
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THE SUN COMES UP

YOU HAD BETTER BE RUNNING




