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MS Diagnostic Overview

The diagnostic serves as the first of 4 steps in our approach to creating an effective management system

DIAGNOSE

Understand the needs and
current state of the business

DESIGN

The trajectory is planned and
underlying structure set

DEVELOP

System is collaboratively
developed with end users

DEPLOY

Barriers and complexity are
removed, sustainment
processes initiated

Existing System Assessment
*  Requirements of the system

*  Complexity, redundancy and
effectiveness

*  Governance structure
e Cultural barriers to the system

Foundational Structure

*  Governance model

*  System framework

* Impact to existing systems and
operating model

Create Integrated Plan

Develop MS
*  Develop standards

e Establish governance and
collaborative strategy

*  Align on the vision
*  Develop MS processes

System Implementation

*  Leader and operator training

e Self-assessments and planning
System Sustainment

*  MS sustainment processes

e System performance metrics

Develop Business Case *  Priority and sequence Deploy Ownership Model - Best practice gap-closure
* ID compelling case for change *  Communication & *  System processes deployed methods
*  Develop translatable vision engagement e System ownership cascaded
+  Establish alignment to strategy, *  Target timelines +  Organization engaged
vision and mission *  Impact to ongoing business &
resources
[T I D www.endeavormgmt.com 3

Endeavor



3 key areas of a MS Diagnostic

Getting a complete perspective of the factors at stake

Management System
Evaluate the current state of your management processes, including the

underlying design that may be contributing complexity and inefficiency.
We also evaluate the overall effectiveness of the system.

External Factors
The best MS designs can fail if external factors are not accounted for. Our

MS Diagnostic evaluates culture, leadership and governance and planning
to ensure they will help your MS work as expected.

Organizational & Strategic Needs

The MS needs to be designed to work for your company, which means
understanding its needs. This includes assessing the strategic direction,
risk tolerance, regulatory and customer requirements, and competing
initiatives and needs.
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Evaluating the MS framework

Results of MS Complexity Test QEMS costs CLIENT roughly $50-100M annually, but

fails to deliver more than compliance

Assessment of current processes related to MS

Element Processes Status Issues Surfaced

The cost of meeting QEMS requirements...

does not translate to high performance?®

1. Leadership - Vision and Goals * Legacy vs. new ws. Bechtel
+ Priorities and Targets @® i
+ Culture * No clear understandir f visi te ts
e Cost Estimates for QEMS. v EEEE :equnte t5 maintain ass
- compliance with IS0, IACS & OHSAS
2. Employee Accourtability ~ *+ Org. Structure & - Underutiized resources Fulfilling 1 surveyors' $26-67M
Accountability + Unclear assignments Requirements e 17-31M \ .

- Performance Managemer *

are available

CAR Processing® $200K - 2M
Internal Audit

variable among divisions (~50% variability in
rework/revisions)

3. Risk Identification + Risk 1D and Asses<me, 1 + Ownership of riskID s variable i G \
+ Job Safety An lys 3 * Unclear understanding of how to think about Program! 1 i
« Regulatr.y ke ;ir ments and tisk and how to assess it Improvement x oy high leve! of rework (17%)
Commit, rents + RiskID done QEMS S and revision (4%) while external

4. Risk Mitigation

5. Knowledge Sharirg

+ Capital Project Managerent
« Procedures & Standard Work
* Contractor Management

- Int. & Ext. Communication
* Data & Info. Management .

« Training & Certification

+ Risk mitigation through individual case-by-

case approach

+ Risk mitigation mot appropriate to risk level

+ Miscommunication between groups
+ Inconsistent use of data management tools

Maintenance!

findings/audit are increasing

x majority of reports (44-
72%) past 6 day target when competitors
deliverin 1-3 days

x [EEEEEE cecetitive audit indings
indicate lack of process improvement

6. Management of Change  * Management of Change * Varies across the organization

7. Continuous Improvement  * Audits & Assessments + Asset groups have own programs for incident u ) = g o i "
* Incident Management management and corrective actions If [the QEMS] has had an impact, it's probably a negative impact.” — Engineering Mgr.
* Corrective Actions + No unified approach to improve

Management System Complexity Management System Effectiveness
Test *  Effectiveness can be measured across
many metrics
*  We evaluate effectiveness of MS
across three main categories:
*  Achieving compliance to external
requirements
. Improving performance along metrics
important to customers
conflicts e Overall cost effectiveness of the
system

Overall Management System

Benchmark

*  Benchmark your management system *  Companies with multiple systems
processes against our 7-Element and/or siloed organizations tend to
OEMS, identifying specific suffer from conflicting and overlapping
opportunities and dependencies processes and requirements

*  This benchmark can be used to *  Our complexity test evaluates the
evaluate your company, regardless sources of complexity and degree of
whether or not it has a formal system

Endeavor
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Evaluating the external factors impacting the MS

Overall the culture is changing and must continue to
evolve, but it is not the biggest opportunity

Three overall themes emerged from the cultural assessment

o People like the current culture but
recognize it is changing

o Silos are forming, informal
ccmmunication is insufficient

° Culture will need to be maye [/
disciplined Formatity’————————attitude
Current e Torget
Though issues were surfaced, the culture is not the problem:
«  Relatively innocuous towards greater structure

«  Point to greater opportunities within the management system rather than culture itself

Impact of Culture

Every MS diagnostic includes an
evaluation of the compatibility of the
culture with a formal MS

This identifies if the culture is suitable
or if gaps need to be addressed prior
to pursuing a formal MS
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Goal and Objective: Management is committed, but not
sure exactly what they are committing to

Do they understand management
systems and/or MS?

Do they understand the goal and
objective of MS?

Some but not

Utthe/None:

Leadership Commitment

*  Verifying leadership commitment is a
critical readiness check

* This goes beyond their verbal support
— our evaluation tests if leaders
understand the goals, objectives and
implications of implementing a formal
management system

© Endeavor Management. All Rights Reserved.

Impact of OEMS Governance and Development Processes

What we found

Unclear process ownership
+ Overlap of framework processes
makes this impossible

*  Ownership varies

Unclear decision rights
* Who has authority to make 3

decision on a requirement?
* Whohas to review standard?

No accountability mechanisms
* Current standards not auditable
* Audits not made to consistent
standards (moring target)
* No process for deviation

Governance Structure

* The lack of a pre-defined governance
structure for the MS is one of the
primary reasons for development
delays or implementation issues

*  Our diagnostic evaluates your current
governance and identifies gaps or
potential issues
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Evaluating the needs of the organization

The MS will need to fit your strategy for
customization and scale

Value through Localized Optimization Value through Localized

+ Ve ereated through maimiting return Opimization with Seale
o0 every opparunity (highly customized) + Grester vabue to shareholders by
Approach each opportunity indwidually £ the right o
Utilize an “Autonomous Model Hierarchy” standardization for scale efficiencies.

‘while still maimizing locslized value
Focus on value-dded ddferentiation
woen Localized Optimizers ’ Loca v o with Scale  * Talents ocused on creating valve not
resmenting the wheel
wicweeart [T o
! Sptem | Sumcon |
ies of Scale
« Little need fo local dferentistion
Low Performers * Value ereated through scale
— = Kach indnadual tramaction may be sub-
o 10 L 4 ﬁ\ ‘optimal, but on a whole higher value is
Low reated for share holders.
= Utilize » “Contral Command Hiararchy”
Low Nigh

Strategic Alignment of MS

e  The guiding principles of the
management system should account
for your strategic direction and style,
even if it varies across different parts
of the company

* Understanding this will guide the

development of a system that helps in

executing your strategy consistently

The OEMS must be adequate to meet the
requirements of all external MS below

Required to operate: Want to conform to:

External Mandates

* External mandates from customers or

regulation can greatly influence the
requirements within your system

*  We identify all externally mandated
requirements in order to consolidate
them into a single, integrated design
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The lack of a formal management system is creating
multiple initiatives attempting to solve the same thing

. Number of Overlappi
Elements Assessed Primary Issues Observed jumber of Overlapping
Formal Initiatives

Misaligned vision and goals

Leadership 6
Cultural ambiguity

Unclear priarities

5

Absent or inconsistent perfr i & 1 »..agement

RiskID& Inconsisten sppeokch. . iy ik 5
AR ik il 1w nensurate 1o risk evel - !
Risk Mitigation to0info >l ot tu. rigorous Multiple
Cross-dep.. amental communication
Knowledge Sharing B 1

e —
Management of Change  Lareely inconsistent management of change 3
Cconti e e s e

investigations, etc.

The management system would establish mutually exclusive
ownership of these processes

Competing Needs and Issues

*  The MS is often a long-term goal for
urgent issues

* Understanding the context of
challenges allows us to plan and
prioritize the development for faster
value creation

e Asecondary benefit is connecting the
dots between seemingly unrelated
initiatives that share common root
causes

Endeavor

www.endeavormgmt.com



ABOUT ENDEAVOR MANAGEMENT

The partners for your journey towards Operational Excellence



OUR CLIENTS

A history of accelerating success

Endeavor Management has a 40 year
heritage of delivering results across all
industries.

We have worked with companies big
and small across 4 continents. From
technological innovation to strategic
redirection to operations management,
we focus on transformational initiatives
for those looking for a step-change
improvement.

Our teams are a blend of proven
industry leaders and cross-industry
subject matter experts who, together
with you, create a path unique for your
organization.

Headquartered in Houston Texas.
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OUR PEOPLE

Process Industry Leadership Team

Brian Flis

Transformation & Change

e 20+ years of cross-industry leadership
experience driving improvements in
operations, supply chain, finance,
engineering, quality and human resources

* Thought leader in large-scale
transformation and change management

e Co-author “Never and Never Again”

Dennis Calhoun, CSP
EHS & Risk

Senior leader in operations, maintenance,
EHS and Enterprise Risk roles

Developed and implemented multiple
ERM and IMSs within Oil & Gas industry
Recipient of API/AFPM “True Pioneer of
Process Safety” award

CSP with a Management System specialty

s

Francisco Soto

Management Systems & Complexity

Seasoned management system expert
with 10+ IMSs to date

Expert in ISO, API, OSHA, PSM systems
Experienced in operations, process safety,
EHS and supply chain

MBA, University of Texas

www.endeavormgmt.com 11 Endeavor



