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Key principles

 Performance is ultimately about outperforming peers

Do the right thing in the actual situation, guided by the StatoilHydro
Book, your Ambition to action, decision criteria & authorities and sound
business judgement

e Within this framework, resources are available or allocated case-by-case
e Business follow up is forward looking and action oriented

 Performance evaluation is a holistic assessment of delivery and behaviour
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Ambition to action example - Retail Latvia
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More than 500 Ambition to actions across the company

StatoilHydro



Separate and improve

"Traditional” Step 1 - Separate Step 2 - Improve
budget/plan

*Front-loaded

*Ambitious

*Relative if possible
*Target

*Action-based
*Forecast .
*Expected outcome — early warning

*Resource
allocation

*Both financial & non-financial

\ *Limited detail

*No pre-allocation

Resource *Projects - decision gates & criteria

allocation

*Operations - relative KPIs etc.

y *Monitoring - intervention if needed only
Same number —

conflicting purposes” "Different numbers”
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The Ambition to action process

STRATEGY & TARGET SETTING PLANNING PEOPLE@STATOILHYDRO

Ambitious - relative to peers Expected outcome Holistic assessment
Possible I?a_rae-i'

gaps '\ review:

A=

Actions & KPI
Forecasts

Ambition & KPI
Strategic selection

Objectives & KPI
targets

5

1
Behavlour

FOLLOW-UP

- Forward looking
and action oriented

LEARNING - Sharing and improving
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Relative performance

*Connect input with output

°*Compare with others
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Dynamic resource allocation:
A different mindset - cost conscious from the first penny

thing to do?

eSupports Ambition to
action?

e\Within decision criteria 8
decision authority?

an we justify it?

OK?
OK?
OK?

OK?
OK?

O
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e s e S
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Dynamic resource allocation — the menu

Absolute KPIs Relative KPIs No KPIs
Traditional  Absolute Unit cost Unit cost Bottom line Strategic
cost budget  cost KPI input/output  vs peers focus only objectives or

actions only
>

Xx

Xx - *' - Nt

Xx :! L \ﬁDL . EBIT "Cost effective and

Xx I @l | ROCE competitive

Xx - — . ”

o ; "‘. 1 [ el operations

Xx USD/bbl ) o (abs/rel) "Responsible

1;30 W "USD/CLIStomer" 1. quartlle Spending"
"UsD/employee” "Above average” "Reduce

consultancy

spending”

Monitoring of actual development, intervention if needed only

Select based on what is right and works for your
organisation
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Delivery goals are based on Ambition to action
- directly or indirectly

Ambition to action

Directly

Indirectly
—_—

—_——

Translated goals

"Manager”

Translated goals

"Team member”
without own Ambition
to action

"Other
employees”
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A new performance language
- from mechanical to holistic assessment

“Ambition to Action” 2 5
(Previously eStrategic objectives |
ratey el targets > i .
eActions \'
e
r
y 1 5

T

Pressure testing KPI results: 50/50 Behaviour
eDeliver towards the strategic

objectives?

eHow ambitious KPI targets? Living the values

eChanged assumptions, with positive or
negative effect?

eAgreed actions implemented, or *360°/ 180°/ 90° surveys
corrective actions initiated as needed?

eDay-to day-observations

. . ePeople survey
eDelivered results sustainable?

eIndividual development plan
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A systematic change through the whole process

From

"Annual command and control’’

To

eContinuous and dynamic
eMore freedom and responsibility

e New performance language

Targets *Equal to plan — "what we can deliver” *Aspiration driven —"what we must deliver”. Targets before plan.
*KPI targets *” Ambition to action”
*Absolute targets *Relative targets
Plans *Plan = target, forecast and resource allocation *Plan = forecast only (actions and expected performance)

*Gaps vs targets hidden
*One outcome only

*Very detailed

*Gaps vs. targets visible
*Main uncertainty spans

°Less detailed

Resource allocation

*Annual pre-allocation through budgets

*Budgets "an entitlement — my money”

*Resources available when needed, but within KPI targets +
mandates + decision criteria. Monitoring of development

Business reporting

*Backward looking

*Variance vs. YTD budget

*Forward looking

*Forecast vs. targets, and actions to close gaps

Evaluation/ rewards

*Only based on budget figures and KPI targets

*A broader evaluation: "Ambition to action” + Behaviour
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Implementation advice

* Create problem understanding before talking solutions
* What's the real risk — upside vs downside

* Design to 80% and jump

* Pull-based and company owned

® "One war but a thousand battles”

* Involve HR

* Don’t become a fundamentalist
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Thank you for listening!

Questions or comments — now or later?

Bjarte Bogsnes
bjbo@statoilhydro.com
+47 91613843

Beyond Budgeting Roundtable

www.bbrt.org
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Dynamic resource allocation — an example

Mechanism Global Exploration
KPI targets (ilustrative figures) *Access cost max 4 USD/bbl (3 yrs avg)
*New resources 200 mill barrels (3 yrs avg)
Decision authorities *100 mill NOK

*New country/partner

Decision gates & criteria *Expected Net Present Value min x MUSD
*Probability of drilling success min xx%

*Plus others

Monitoring *Monitoring of actual trends and development

*Intervention only if needed

Spending expected to be within direction of Ambition to action
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