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Volkswagen Group
My company car

Bugatti Chiron

MAN Diesel & Turbo MAN | PrimeServ Why S&OP is critical for our business 30.11.2017



Who is MAN Diesel & Turbo

My organization / responsibility

The journey including transformation, strategy, culture and S&OP

Why is S&OP critical for our business

The S&OP journey through the value chain

n The S&OP & my advices
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MAN Group

Key Figures 2016

MAN SE
Business : : : :
areas Commercial Vehicles Power Engineering
MAN MAN MAN Renk
Divisions Truck & Bus Latin America Diesel & Turbo (76 %)

Revenue ‘16: € 9.2 bn Revenue ‘16: € 0.7 bn Revenue ‘16: € 3.1 bn Revenue ‘16:
€0.5bn

Investments  Sinotruk (25.0 % +1 share), Scania (17.4 %%)

*Voting rights

The MAN Group in 2016: €13.6 billion revenue, 53,824 employees
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MAN Diesel & Turbo

Headquarters Augsburg, Germany
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Engines & Marine Systems
Comprehensive product portfolio for marine applications
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Power Plants
Broad portfolio for engine-based diesel and gas power plants
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Turbomachinery
Wide-ranging product range for various industrial applications
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Worldwide location

Global Network of Service Hubs

4 Service Centers
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After Sales Service Marine & Power Plants

My organization & responsibility

Turnover: ~9 milliarder kr.
Employees: ~3.200

CFO & Support

Strategy Manager

e

Region Middle East & Africa

PA & Communication

2 stroke Copenhagen Region Americas

4 stroke Augsburg Region Asia Pacific

Turbocharger Augsburg Region Europe

Pielstick France

UK

4 stroke Denmark

il
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MAN Diesel & Turbo

Location Copenhagen
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The Strong Value Chain — S&OP

Business Case

gt

) MAN PrimeServ Diesel

The business case involved approximately
600 people in Copenhagen

Sales, Supply Chain, Production, Sourcing and
the International Group Companies (IGC)

The goal: to strengthen our customer satisfaction
and to grow our business (top/bottom)
by strengthening our competitiveness

Blr



The Strong Value Chain — S&OP
Strategy

TOP EMPLOYER CUSTOMER SATISFACTION

= People Development S = Customer Centricity

f=
=  Leadership Development F =  Speed & Flexibility
=  PrimeServ Care < = Co-operation (HQ/CoC/IGC)

. - ‘] - .
GROWTH ABOVE MARKET INCREASING PROFITABILITY L——_
= Go-To-Market =  Quality (Products/Service)
= Digitalization = Supply Chain
= New Retrofit Solutions = Bottom-line Growth Plan
=  Long-term Business Contracts = Licensee Strategy
MAN Diesel & Turbo ‘ MAN | PrimeServ PERR
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The Strong Value Chain — S&OP
Transformation 2011 - 2017

Results:

* Turnover: 150 MEUR

- EBIT: X MEUR

Focus:

* Top line growth

* Be global

* Product-oriented

+ Value: nice-to activities
* Four silos

* All customers are equal

Supply Chain

* Non-transparent

« Silo planning

* Informal commitment

« Strong forecast initiated
*TO: CPH/SIN: 81% / 19%

Old Mindset:

* Technically-oriented

* Four silos

* Sales

* My (G.O./HQ) customers
 Expert (towards G.O.)

People & Organization:

* Headcount 177 CPH + 9 GO

* Individual/department mindset
* The right person / the right job
« Standard education

Transformation

MAN Diesel & Turbo

2012

customer segmnnfnfinn A/ raace nuir commercial mi

fficiency. Wew Rasults:

ons as well as | Int manage

~ * Turnover: €190 MEUR .
ill continue to ¢ 3 n of costs b
ing on the stocl y EBIT +65% MEUR nning and r
allocation, IT, finance, ...

We will decentralize our organization to match the changes in our global market with
increased focus on our worldwide customers. This will bring us closer to our
customers generating more business as well as savings.

We will develop and strengthen our current market and develop new value creating
products and services (solutions) with fast reactions on opportunities emerging in
the market.

We will break down silos to create a new team platform with a strong and adaptable
organization that will be competitive and ready to meet the given market demands.
The foundation is our mapped processes (from A to Z)

We will ensure transparency throughout the organization by introducing service level
agreements between the 4 musketeers. This will increase our competitiveness and
the possibility to exceed the customers’ expectations.

A new mindset will support our journey of change towards 2015. HR will assist in
ensuring that we have the right people with the right competences, which will be
maintained by continuous focus on training and education.

MAN | PrimeServ OP is critical for our business

ewde Results:
Turnover: >240 MEUR
EBIT: > +100%MEUR

Focus:

* Profitable growth

* Be global but act local

« Market driven solutions

» Value: need-to activities

» Sales & Operation Planning
» Customer segmentation

Supply Chain

* Transparent

« Centralized planning (SCM)

* Formalized commitment(SLA)
« Strong forecast implemented
* TO: CPH/SIN: 60/40%

New Mindset:

» Commercially-oriented
« 1 Platform

* Pro-active sales

e Our customers MDT

» Coach (towards G.0.)

People & Organization:

» Headcount 200 CPH + 30 GO
* PrimeServ CPH mindset

* The right person/the right job
 Targeted education

— 4
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The Strong Value Chain — S&OP

The culture journey & S&OP challenge MAN

From a technical to a commercial/strategic oriented organization with the customer in focus

Driven by the S&OP process : TO (2017)

DNA Lifting

DA

Think customer
Trough the whole
value chain

NAtr
//“\\

Customer
focus

" Competences

| Sales organization

| Strategic

Clean the stairs PS Care

from the top \ Marketing

Push/pull
. communication

S&OP
Break down 5\ Leadership culture /
| \ Recruiting the right
s1os profiles
. : KAM . Strategic/
A fire fighting Process & . CRM Commercial
culture! structure | Emphasize
_driven | cooperation
)l. ?l 'Y \ -
,_;‘;‘,\\'\ v \ Shifting S&OP
1 ‘}v‘\ competences to ! Business driven
Not hungry ' = IGCs //
Market Empowering by structure
enough Regions by

Easy to do Stay hungry & processe

business with

\ Intelligence giving ownership

in paradise
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The Strong Value Chain — S&OP

Organization, culture and mindset

Business

After Sales
Service
Copenhagen

e

Finance & Marketing &
Strategy Communication

Spare Parts Service, EMC & Global Key

Academy Account
et | wew \@

Supply Chain On-site

Management Recovery
£

35
W o * The new Mindset
e
a Customers Break down the silos by using S&OP but remember:
nana m Culture eats strategy for breakfast! S
| )

e G Make the team strong
' : (Everyone around the table are equally important)

Commitment

MAKE A DIFFERENCE!
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The Strong Value Chain — S&OP

S&OP and the business

Why is S&OP critical
for our business?

S&OP...

... bridges strategy & operation (long-term view)

... gives a common understanding of the value
chain

... helps to balance demand and supply

... breaks down silos 2 One company/ one team
... Creates transparency

... makes decisions easier!

MAN Diesel & Turbo | MAN | PrimeServ PERR
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The Strong Value Chain — S&OP

7 important focus areas for the journey

The Head of Supply Chain must understand
the whole value chain and own the S&OP - TOP 7
a challenging task!

1. Understand the customer

= 2. Pro-active sales

Selling solutions &
E-commerce

w

Easy to do business with
Segmentation

4. Strategic marketing
5. Forecast
| 6. Easyto do business with
7. Segmentation & KAM
Supp|y Chain 1. Delivery time
Management 2. On time delivery (OTD)
3. Price
4. Quality
- 5. Forecast
4 6.
1.

A 'yp° \W Production Purchasing
Think customer ’A ) /_
through the ¥ ‘

whole value chain

MAN Diesel & Turbo | MAN | PrimeServ
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The Strong Value Chain — S&OP

Sales

Systems
(SAP, CRM, etc.)

> S80P

Processes

Competence
s (education)

Mindset

@ Forecast
—_

Future + Past = best estimate

: : People profile = the right person for the right job

Organization
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The Strong Value Chain — S&OP
Supply Chain

Spare Part Component
Sales Sales

MAN Sourcing
& MAN sub
suppliers
Service,
EMC &
Academy

Master
Planning

\ _ ""-... Retrofit &
Material \\ Upgrade
8 Management

2

o N RN <
Production & ‘ o ; R&D and
Quality ) pRsted Engineering
Balancing demand and supply

SCM Suppliers (Supply) SCM Customers (Demand)
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The Strong Value Chain — S&OP

Supply Chain

Sales & Operations Planning (S&OP) = Common overview of the S&OP
s processes — cross functions

S&OP Supply Chain
Shipping

y Chain
nagement Load and Capacity

Relit purchase orders (inc. future orders)

e F— \
=% e ”VY“‘J},“L_,,,,,_::
IR T e
ST == el =

[ oanoms

Office Head of PrimeServ Copenhagen

Process model:

= Data collection

= Demand planning WO
= Supply planning

= Alignment with Financial forecast
* Pre-S&OP meeting

= Executive S&OP meeting
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The Strong Value Chain — S&OP

Supply Chain

Master planning (Capacity planning)
= Balance of demand and supply

» Tactical planning (26 week view)

= Operational planning (8 week view)

= Full-cost comparison

MDTMBC

2.7 MBC decision critel

= Bottom up decision process

= Benchmark of own produced products
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The Strong Value Chain — S&OP

The new supply chain organization

SUPPLY CHAIN

MAMAGEMENT
Supply Chain
Management
SUPPLY CHAIN SUPPLY CHAIN
Production Purchasing
AMALYST DEVELOPREMT
| | |
FORECAST MASTER MATERIAL RASTER DATA SHIPPING
PLAMMNING MANAGERMENTf

S&LES SURPFORT

Central

planning

Day-to-day

purchasing

MAN Diesel & Turbo

\

MAN | PrimeServ
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The Strong Value Chain — S&OP

Sourcing

Supplier Development

Before
= \We tell you what to do!
= \Week by week — no long term

= And if you don’t do as we say,
we have penalties

= \WWe call it frame agreements

= But we can walk out from day
to day

After

= We tell you what we know and
when things change — and it

goes both ways

= How can we help optimize your
production to help ourselves

= How can we share data and
communicate better to avoid

problems

= \We commit to a certain

purchase on certain items within

an agreed timeframe

= How does it influence
our lead time, OTD
and prices?

MAN Diesel & Turbo | MAN | PrimeServ |
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The Strong Value Chain — S&OP

Sourcing

Supplier Development

{ Supplier
: Development

@ HECO International A/S ‘ Follow |

The last 2 days, we have had the pleasure of having MAN on a visit here at Heco, where

we have worked with our united Supply Chain solution. It has been some very informative
days, where we have come closer to finding a common solution. We at Heco thanks MAN
for some enriching days, and look forward to completing the project. show less:

Like + Comment * Share + #8

Stronger cooperation with suppliers
Focus on OTD, lead time, price and
quality

Categorization of goods

Commitments on solid goods to
achieve price reductions

MAN Diesel & Turbo ‘ MAN | PrimeServ
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The Strong Value Chain — S&OP

Lead time is crucial for revenue and stock value

D-CPH
and No Turners 12 months
30%
L Y e S W ——————————————"
20%
[ FPossible gain
£ 1sn |
== 1 _ 1
10% F'l:esent Hit-Rate :
5% I !
1 |
1 |
0%
1 2 3 4 5 5] Fi a 9 10 11 12 12 14 15
Delivery time, weeaeks

8% increase in hit rate = €30 mio in revenue and €XX mio in profit

50% lead time reduction =2 25% stock reduction 2 €10 mio stock
reduction
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The Strong Value Chain — S&OP

Production MAN

Production began to consider itself as
a supplier to the supply chain.
This was possible due to:

New ways of planning and
integration of S&OP processes

Change in KPIs

Introduction of internal Service
Level Agreements (SLAS)

More focused Lean approach

Focus on creating standardized
processes (both in physical as well
as administrative flow)

Stronger cooperation and
processes resulted in less silos
and more support for the value
chain

‘\(
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The Strong Value Chain — S&OP

Processes and KPIs through the Value Chain

Existing Product Discontinue . ’ P rocess mappl ng

Bt Grg. Sruchare o 1 1
/= = = and work instruction
oo B - S
s | DT e | e o
/ ‘ e [ .

r =

Process mapping

Preparation of S&OPs

Roles and Responsibilities, RAS
Definition of SLAs and KPIs =13 sl | =d | =

06,00 |
p—

Hearings and audits e

SRS

Other
functions

/ i
90 00/ ©©,00 0,00 6|08 ©e 0
| 4

/ [Commnicate pan|
i Develep pian for
Define product to.SCM, Sourcing,
“dscontinuing s Exscule Plan Follow upen plan
= relevart

Product management
~—

CM

R )
L

2 DI
OO O Lins dubeery” (ebistsdity) twsed en fist
Z promizsed done {G2ods rosetved date and ZBf 08 Marthy Sourdeg
Luad time from scpplecs (apwed| (MOUE) Quarterty Sourcing

WATMAORE 1 G301 PIIK (- T Vanencas (n covt poe +f- 2%

Cost price vananan of purchosed parm. oA o price fem p Sourting
siprler wappher
MTH JESPER MRK MTH MTH DNB DNB DNB PERR PERR MCF DNB DNB. DNB
Process [sas 59 SA10 SALL ___SA12 _ [sA2da__ [sAZ8 __ [sA28a_[sAS 56 SA30__ [sA32 __ [sA212 _[sAL %% of s0n conemsng 1 qeelty specibeations o Sourchg
Process to Defineand
segmentation | Key account - |CoiEeey Order follow Lever | ESt3Blsh and Value. value Sales kPl iselect KPI's for |
el | management | | Ccount | revsnand | st wp (Pl ainain | propostion | PPN | repoprting | whteboara [ 18P « Nor criscal - Lees | mi
z &= engine data meeting - Lireweagn - eows than 3 mis
sopa [sops1_sops2_|sopws  |sop#a_sopss |sop#6 |sop#7__|sOP#8__|sOPH [soP#I0 |sop#1l |sops12_|sop13 |sopuia L2 ity
Role vcP1.24 lvcP124 |VCP124  [VCP124 VCP124 |VCP1.24 VCP1.24 |VCP124 |VCP125 |VCP125 |VCP126 |VCP126 |VCP1.28 |VCP1.29 Job Description Job Description
[Coordinator i I [ i I R i ] i ] | ]
Technican i 1 [ i Il i i R i 0 [ 1 DA e CrC B i (et M D 8 o ] W Dt 8 Turne ]
S S S s S ! S ! s S S S time frem reg Lo S3Mpns - griseadime) or son- SXXXKDK SXXKXDK
Group leader s/t R A S/ R A R A R R A R ety 40 ports) =
Project manage] R R I —

Product Manag:
Senior manager

Sourng OTD external suppliers (SAP) 18 posons e

2. Detailed tasks specification (in order of priority):

>
>
>
>
>
>

[scm
Q 76% - 1.1 Department

ve

R L Sy Crmn wanszement
Other HQ 74% 1.2 Reporting line:

[status

[Additional 13 Strategic purpose of the position:

documents + eermm inG 20 ceined nues and processes
Planned 0 poOr GeNvery perormance Tom suppbers: b. Stakeholders & Relations
1.4 Required formal education: © Infernsl:sarcrs, rosscion, Sa Sion, Snssn s semns
[SOP owner e
1.5 Required job competences and personalqualities: [ —

Deadline

T

RASI Job description

2013-09
2013-10
2013-11
2013-12
2014-01
2014-02
2014-03 1
2014-04 i
2014-05 |
2014-06
2014-07
2014-08

KPls
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The Strong Value Chain — S&OP

S&OP is easy to understand, but hard to implement - My advice

1.

IMPLEMENT Q

S&OP (process) — break down the silos = One team!
Stay hungry in paradise — hunger!

Clean the stairs from the top and set the right team

. All changes require courage and a lot of energy

Understand your business and focus (strategy plan)

. Focus on facts and not emotions (consultancy?)

. Harvest the low hanging fruits (quick wins)

Seek help if the transformation is big - consultancy

MAN Diesel & Turbo
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