KMGI Procurement Transformation

Organizing procurement process in refinery using
cloud technologies
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Procurement Spend ~ 600 min S

~ 70% - goods, services, logistics ~ 30% - raw materials and energy resources
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International Problem #2 (Very long cycle time even for a small value items)

Example Paper-Based Procure - 2 - Pay Process
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* Decentralized procurement departments (doing the same purchases, just at different entities)

Rest of the problems # 3-........... ;

* Several Procurement Directors ( Group Director and entity Procurement directors)

* Separate Procurement procedures that wasn’t inline with the Group strategy (Group and entities had its own procedure)

* Lack of clear KPI's and dashboards that provide full visibility

* Lack of Procurement planning and clear process improvement projects, deadlines, process improvement objectives.

* Paper based processes and bureaucracy that lead to long cycle time, procurement image in the company and required a
lot of people and resources to manage paper process (time, money and efforts).

* Alot of single source purchases

* No frame agreement in place for the recurrent purchases. Continuous tenders for the standard items.

* Lack of centralized procurement system, each company had its own procurement system.

* Split demand over the group, lack of strong negotiation power (due to segregated demand).
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. What everyone wants from Procurement ?

Procurement

We need to
increase

satisfaction

We need to accelerate
our procure-to-pay

Pasiss We need to
We need to streamline We need to
execute operations transact via
[ mobile
contracts faster % :
= |
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ntemnational  Procurement Objectives to achieve the vision

Operational Efficiency:

» CIPS corporate certification program to evaluate and improve existing S2P practices
*  Procure to pay system implementation

»  Establish, Document and implement digitalized S2P policies + workflows

+ Baseline the S2P cycle through the development and use of metrics

* Improve contract collaboration through Implement contract lifecycle management tool.

Cost reduction

* Aggregate demand and renegotiate the contracts with volume discount system.
+ Increase number of Frame agreements
« Early and volume discount implementation

Improve competitiveness

* Use Benchmarking to assess the procurement and implement the optimization plan.
*  Clear KPI's monitoring
«  Training programs to improve critical skills and continuous improvement culture

Control Demand

* Centralize all procurement processes in 1 system
*  Business partner concept implementation
* Improve collaboration (with Business, corporate functions and Accounts payable, CAPEX, etc. departments)

Reduce inventory

«  Optimize Inventory management process, procedure
+ Define stock items and min. max system

* Implement automatic stock reordering process
Spend visibility and Analytics

» Perform data cleansing and dashboards and automate the monitoring.
» Implement best practice in materials registration.
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@ |:Tzerrfg%no| Main pillars of KMGI procurement strategy

To achieve: 1. Operational Efficiency, 2.Cost reduction, 3. Control Demand,
4. Improve competitiveness 5. Reduce inventory, 6. Spend visibility and Analytics
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1. People 3. Processes

2. Technology
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Procure to Pay Project
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@ KozMunayGos HOW DO YOU BUY WHEN YOU NEED
Intemational _ SOMETHING IN YOUR PERSONAL LIFE ?

You buy from Electronic Catalogue

amazoncom
N
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nternational But in your business life ......

Example Paper-Based Procure - 2 - Pay Process
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electronic catalogue

Like below example, usually you order from IT
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| ,;} Contul meu ~
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@ ravorite = Cosul meu ~

+ mai multe categorii Laptop / Notebook

Filtreaza in categoria

Yaptoptri
lek-dim Stag (539) Termeni cautare: | laptop X
#| Toate Produsele (848)
i (499
il s it Ordoneaza dupa | Relevanta
Noutati (78)

Lichidari Stoc (7)

hgriResigitate (313)

Pret-(Lei):

1 Sub 1,000 {28)
1.000 - 1.500 (61)

PP.500121600 (76)
2.000 - 3.000 (214)
3.000 - 4.000 (132)

104,000 15.000:(85)
Peste 5.000 (252)

procesor Intel® Core™ i3-5005U

2 00GHz, Broadwell™, 156",

Q 4GB, 500GB, DVD-RW, nVIDIA®
GeForce® 920M 2GB, Free DOS,

Chocolate Black

Brand: (53 review-uri)

[ Lenovo (218) 17995 Let (117 %)

[ Dell (179) 1‘4-7"9gg Lei

) ASUS (166) In stoc

0 HP(146) 3 oferte disponibile

L] Acer (77

o Acerlin) Y adaugaincos

] Apple (45)

[_] Toshiba (6) ) Compara
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Laptop ASUS A540LJ-XX6120 cu  Laptop Lenovo ldeaPad 100-

Genti laptop Standuri/Coolere notebook Mouse Casti PC

33450 de rezultate pentru "laptop” :

Lenovo Lenovo

Lenovo

Laptop Lenovo IdeaPad 110-
15IBR cu procesor Intel Pentium
N3710 1.6GHz, 156", 4GB,
500GB, DVD-RW, Intel HD
Graphics, Free DOS, Black

Laptop Lenovo IdeaPad 100-
15IBD cu procesor Intel® Core™
i3-5005U 2.00 GHz, Broadwell™
156", 4GB, 128GB SSD, DVD-
RW, nVidia GeForce 920MX 2GB,
Free DOS, Black

(6 review-uri)

4840 4ei (24 %)

15IBD cu procesor Intel®
Core™i3-5005U 2.00GHz, 15.6",
4GB, 1TB, DVD-RW, nVidia
GMR-920MX 2GB, Free DOS,
Black

(5 review-uri)

4206% Lei (23 %)

(39 review-uri)

474G el (14 %)

1.499% Lei 999% Lei 1.399% Lei
In stoc In stoc In stoc
2 oferte disponibile Vandut de eMAG 2 oferte disponibile
Y adaugaincos Y~ adaugaincos Y adaugaincos

] Compara ) Compara ) Compara

Afisare = 3B

Laptop Dell Inspiron 3558 cu

procesor Intel® Core™ i3-5005U
2 00GHz, Broadwell™, 156",
4GB, 500GB, DVD-RW, Intel® HD
Graphics, Ubuntu 14.04 SP1,
Black

(18 review-uri)
4455 et (-10 %)
1.299% Lei

In stoc
Vandut de eMAG

=

adauga in cos
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Office » Office Supplies
Shop by Category
Office Organization
Writing Supplies
Adhesives and Glues

Mesating and Presentation
Supplies

Office Basics

Calendars and Planners
Forms & Recordkeeping
Office Fasteners

Office Signs

Faper

Shipping and Moving
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S8-88 was 59.828
save $1.00

Westcott iPoint Orbit

Battery Pendil...
2%
2-Day Shipping

HAMMERMILL

LASER PRUNT

Paper & Printable Media

Pencils

é g _&

$7.15 st price 51095

save $12.80

Westcott iPoint Ball

Battery Sharpener,...
128

2-Day Shipping

Filing & Storage

=5

’%:f

Erasers

$9.88

Westcott Titanium

Bonded Scissors, 8"...
2

2-Day Shipping
£ — e g
- ——= -
i
Eee——a
Pens

51 2.00 v 51400
save $2.00
Westcott Carbo Titanium

Bonded Scissors, 8"...
9

2-Day Shipping

Safes

$7.22 vas 51132
save $4.16
BIC 40-Pack Xtra Life

Mechanical Pencil,...

2-Day Shipping

55.97 was 5653
save 50.56
Westcott 8" Titanium

Soft-Handle Scissors
9

2-Day Shipping

Shipping & Mailing

Highlighters

Correction Supplies

Markers

Planners
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For Retail Category

Home

About us
Products & Solutions

News
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Quantium 510
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_‘

Quantium 110

e ®
T-Media

Quantium 310

AdBlue® Dispensers & Solutions

Quantium 310 CNG
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Projects ongoing to support the vision

Development timeline

Implementation of the Digital
Signature:

Executive presentation with VP’s
Presentation and onboarding of GM’s
and CFO’s

Onboarding rest users

September 2017

Implementation of the P2P system:
v Finalize test
- v Finalize trainings
v" Onboarding and internal
communication
October 2017

v' Contract lifecycle
management:
P> v Collect business
requirements
v" Change request
v' supplier selection

October —December 2017

>

4

v
v
v

Corporate certification:

Assessment and Gap analysis
Gap workshop and close the GAP
Final review and CIPS certification

August-December 2017

v Increase number of Frame agreements program:
v Kick off with business responsible
Requirements gathering
| Procurement planning
Catalogue development

August 2017- Continuous

KPI’'s improvement:
p Definition of the KPI's
Benchmarking with world class
Strategy development

October 2017 — December 2018

Inventory Automation:
Business process document
Supplier selection
implementation

February 2018 — August 2018

- J()] '—_I () l:—
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® ;2 Corporate certification achieved
e

@cips

Chartered Institute of
Procurement & Supply

This certificate is awarded to:

KazMunayGas Rompetrol

for achieving the:

CIPS Corporate Certification
Standard Award

Date: August 2018
Number: 0427 Valid to: 08/2021

@cips

CORPORATE
CERTIFICATION




“) memeina Contracts are now being signed electronically

v

100% of the Procurement (and not only) process are now digitized, including contract signing.

= 7~ =

2:25PM C @ 90% m.>
DASHBOARD
Needs My Signature Waiting for Others
SIGN & SEND
QUICK ACTIONS

‘ Edit Your Signature
(@) Edit Your Profile Photo

Cuung o2 . Link to Cloud Storage

®)

Upgrade your DocuSign Account
| —
] K 7-'/(
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Procurement services offered through E catalogues and fully digitized:

KazMunayGas « e, . .
© o All procurement activities performed in Ariba:

/a o
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&« Item Details \

Metric Motor 460V Shielded CW/ICCW

60 Hz
612.00 £ur cocn

Product Description
Matric Molor 3-Phase Totally Enclos

waemmzm 5K anlmn
1165 Frame 100L Voitage Hz 3,

Specifications
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International Key achievement records

Following Change for good program started in 2015 Procurement department have improved the efficiency and quality of
entire procurement function

% Improvement in minimizing number of single source

*  Following implementation of centralized procurement organization and implementation of new processes Procurement department have significantly improved statistics
of tendering vs. direct purchase

*  According to last NC KMG Audit report the amount of the Direct purchases decreased during 2014, 2015, 2016 from 47%, 24% to 8% respectively. 7% in 2017.

*  Amount of tender increased from 20% to 51% of total Procurement processes

“ Improvement of sourcing and delivery time

2015 Procurement cycle time : Today Procurement cycle :
»  Direct Purchasing — 60 Days in Average. Direct Purchasing — 25 Days in Average.
»  Bidding process with value till $100,000 — 90 days in Average. Bidding process with value till $100,000 — 40 days in Average.
»  Bidding process with value over $100,00 — 160 Days in Average. Bidding process with value over $100,00 — 50 Days in Average

< Savings
*  Savings achieved during 2015 more than ~ $46 mil USD
*  Savings achieved up to date 2016 more that ~$33 mil USD
*  Savings achieved in 2017 — $27 min.
*  Saving achieved in 2018 — $29 min.
*  Saving achieved in 2019 — $36 min.

%+ Achievements

*  Procedure update to eliminate redundant approvals in 2016
»  DocusSign Electronic signature implementation in 2017

*  CIPS Corporate Standard Certification achieved in 2018

*  Ariba E Procurement implementation in 2019
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Lessons learned:

DR R s wostane
1 Spend Forecast Operational -
Q‘\ Analysis Collaboration Procurement -—:,E Invoice
2 Inventory Services Early Payment
% Sourcing Collaboration Procurement % Discounts
Contract Direct % Payments on
Management A Procurement Maturity

Contract Management:
Forrester 2019

Hi

KazMunayGas
International

©®

(A

-~

SRPM: Forrester 2018
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Services Procurement :
Forrester 2017

Stimg
Chalergues  Contenders  Pertormers

Sourcing : Gartner 2018
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——= SAP SUMMIT ONLINE

Thank you!
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