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How to create
a decisive

competitive
advantage

Operations




What capabilities do we need to out-

execute the competition?

= High capital turns
® Fast to market * High flexibility

Execution Excellence

* | ow operating costs  * High success rates
= High client satisfaction

Simplicity

Speed

Discipline

* Eliminate duplication
and rework

* Fliminate low
value activities

® Clarify decision
making authority

# Standardize and
harmonize processes

* Reduce cycle times
* Reduce waiting time
* Harmonize processes

* Share information
collaboratively

* Manage for results

* Build an execution
culture

® Measure, report
and improve

* Set incentiveg|

Supporting Methods:

® Process Harmonization

® Lean Six Sigma

* Complexity Management
e Kaizen

e Ftc.

Source: Accenture research



% of Material Cost

0.5% -

0.0%

0.5%

-10% -

Material cost reduction

Average Reduction in Materials Cost'
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Drivers of Net Reduction in Cost of Materials'

W Specifications,
Volume, Mix,
Other

M Materials

2011 2012 2013 PLAN Pricing

Global Year-over-year Commodity Price Changes?

W Energy

% Non-Energy

2011 2012 2013

Organizations were able to
improve 2012 margins
through a nearly 1%
reduction in the cost of
materials — the largest
component of cost in many

industry segments

Sourcel : Hackett Group

Source2: World Bank Commodity Price
Forecast Jan 15, 2013



Manufacturing cost reduction

Average Reduction in Manufacturing Cost * Drivers of Change in Internal Manufacturing Cost’
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g 0% 40% -
S 0% - m Other
= . .
= 20% - Efficiencies
S 15% -
S 20% - . | 2012 2013 PLAN
& 2011 2012 2013 PLAN

= Companies reduced internal manufacturing costs by nearly 2% in
2012 and in 2013 plans include similar levels of improvement, but the

focus shifts from productivity improvements

Sourcel : Hackett Group



Average Reduction in Logistics and Warehousing Year-over-year Change in US Gasoline Price?

=2

£ 1 }

g o - Costs 6.0%
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S 00% - 30% -
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3 8 _10% - 00% -

58

2 20% - 30% -

o

= 30% - £.0% -

[=]

2 2011 2012 2013 PLAN 2011 - 2012 2012-2013 2013 - 2014 (forecast)
B Logistics ™ Warehousing B Gasoline

« Warehousing: Companies have begun to optimize their existing
distribution networks; the result was almost 1.5% savings in 2012 , and
1.7% savings will be expected in 2013

* Logistics: Sourcing improvements & low fuel costs enabled 1.8%

logistics savings in 2012 Sourcel : Hackett Group
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MAI - global manufacturing footprint

Cross collaboration and knowledge sharing :process, QC,
Engineering, HSE across the globe

rea (JK)
>
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I
Italy

Mexico (Bravo)*
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Brazil (Milenia)* ® Synthesis )
A Formulatio » 7
* Fyo sites
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Rest of the
World (*)

China

$341 M
20% India

Multinational

(*) Procurement from global and local suppliers in other countries
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AS IS Overview

Physical locations, inventory distribution and kpi’s

Stock data as of

- Physical location of stock and stock format data are not managed ™ =
centrally.
= Stock is mainly located near the customer already customized as SKU.

= 54%o0f saleable stock(2) is already in the sales cﬁgﬂgﬁ ,ﬁ’lf)l,y

= 57%o0f saleable stock(2) is already packed and'labeled

Customer Formulatlon Customer Sales Company

‘ Synthesm Formulation Pack&Label +L AE:::T;IEL:S:I +L A{g::;ialj:::ﬂ | I

Stock Types & A Local Procurement ‘ Local ‘ Local h‘ Local (\‘ Local ‘ Local
ibili Planning Procureme Plannin Procuremen Planning

Responsibility

Saleable%
Stock . . 1s9
Distribution 89% of FG stock is -,
already decentralized
21%
Legend:
‘ Raw Material
A Tech @ i 57%
Formulated Bulk @ @ Saleable
Finished Goods Stock A
(packed & labeled) Complete Production Formulation Purchase Sales companies Total
() stock to sell + stock used in 412 M$ 181 M$ 84 M$ 604 M$ 1.281 M$
production . Stock distribution estimated based on criteria provided by MAI S 13

On 3 Synthesis & 3 Formulation plants stock is not physically split between production and stock for distribution.



Best Practices

Push/Pull boundary

In order to reduce planning complexity and independencies one can set a
decoupling point between Tech-Planning and Formulation-Planning

Simplified supply network

Focus only on Global Tech and regional
formulation site.

Information Technology
.............
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Global planning level s ; \, Cuumry plannlng level

'/ :" Regiopal planning level
g g o 7 é
h v
/’ Iy
/

Markeing ~ SCM ¢ § Marketng scm
R
;i

—————

," y ] e . Wholesgler
1 "~
R + . ..
Production e roduction ! .. '~ Sales
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1~ Farm
Al Final Warehouse C g
on Site A
Point of Sales  poorre
FFP Industry

ssssss

Push -Pull -
Boundary

Decoupling

= The location in the product structure or
distribution network where inventory is
placed to create independence between
processes or entities. Selection of

decoupling points is a strategic decision.

Q
O"
Production xad
'l

[N '
o Production
Planner  ,# : :

Planner

r’;\

4E_‘—>
! Formulation —

roduction Site

Decoupling  Harmpnize Decoupling
through Tech through Tech
Safety Stock on 1 Safety Stock on
Global Level ey Regional Level
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The Power of Aggregation

Today I Tomorrow
:  Few months 3-14 days

BOMN RORTTTRS

Deliver on Forecast Deliver on Demand
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Inventory

= Country’s EOS inventory for pilot’s items in the last three years
(% from total liters:(

30% 28%
’ Inventory
21% r | I | n
20% 4 i
15%

15%

10%

5%

0%
2010 2011 2012 2010-2012 2013
AVG
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MAI — Excellence in Operations
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