Plenary 2
Change management across borders

How an internal management system was implemented
In four very different cultures in three countries
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Who are Centrica Energy?

A Centrica Energy is part of Centrica plc, a leading
Integrated energy company which owns British
Gas in the UK, Direct Energy in North America and
Oxxio in The Netherlands.

I We play a vital rol e 1 n del I
sourcing gas and electricity to supply Centrica's residential
and business customers in the UK and Europe.

A Our operations include:
I upstream gas production and exploration
| electricity generation (wind, gas, nuclear)
I renewable asset operations
I wholesale and industrial gas sales
| energy procurement optimisation and scheduling
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Centrica Energy Upstream

Production & Development

A Total of ~650 staff across 3 countries
I Base of operations in Windsor

I Largest gas production operation in the UK, In
the East Irish Sea

I Exploration and Production in Norway
I Exploration in Nigeria
A In January 2010, added new HQ in

Aberdeen and base in Hoofddorp, Holland
through merger with Production PLC
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Who are the PSQO?

A Specialists in Programme Management
training:
I Portfolio management
I Programme management
I Project management
I Risk management
I Change management
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The Programme

A With high growth expected in the next 3
years, UP&D management realised that
they needed to be able to:

I Grow sustainably
I Enter new countries quickly and effectively
I Integrate acquisitions effectively

I Be compliant with a complex set of
International regulations
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The Programme

A As a result of this, a programme to
establish a global management system
was established

A As a critical programme, the steering
committee was the management team,
who remained closely involved throughout

A Project team included staff, contractors
and external consultants (KPMG)
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The Process (1)

A Management team sponsorship : critical

A Conference Room Pilot (KPMG led)
I Involve as many as possible

i1l mont hos work done 1 n
I Common language, understanding gained by
all

I Use of many great minds working on the
same problem at the same time, with total

focus
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The Process (2)

A Create the management system model

I Management systems are more than just
processes!

I Over 75 workshops held over 6 months to
map the business

A Create the process model

I Involve the business, they are experts in what
they do

A Go live
I This I1s where the fun starts
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Management System Model

Qur Strategy

Qur Awards

Our Vision and Values

Jargon Buster
Centrica Energy Team Brief

Recruit a Contact

Upstream Production &
Development

UPDate Home Page

External Operating
Environment

Corporate Policies &
Principles

Strategies and Plans
People and Organisation
Processes & Procedures
Supporting Documents
UPDate Project Page
UP&D Pavilion Day
Powver Business Unit
Information Services

Centrica Energy Business
Approvers

Actions
Add to My Links
Alert Me

UPDate Home Page
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Your way thro
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ugh UPDate

External Operating Environment

Corporate Policies & Principles

Strategies
& Plans

People &
Organisation

Processes & Procedures
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UEDate

Is UPDate out of date?

Please let us know if you have
come across any information that
is out of date

Contact us and
let us know.

» Email us

Don't miss out...

Find out how we are
progressing with UPDate and
check our new information
website

* UPDate Project Page

Glossary

To understand our business
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Key Messages

Imperative

Altods about compliance

Altodos about growth and diversif
Altodés about continuous i mproven
Vision

A 1 central management system instead of many
A Providing information to all UP&D locations

A A common language across UP&D

A Standardised processes where it makes sense

Solution
A Collaboration to use existing skills and knowledge
A Developing a way forward that works for everyone
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Implementation

A We recognised early in the programme
that there would be significant issues In
Implementing the system

AThe business woul d nc
t hingso to them

A We also realised that in different locations,
we were seeing different challenges

A So, how did we approach it?
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A 5 minute

INTRODUCTION TO CULTURE
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What Is culture?

A Culture is defined as

I The shared beliefs, values, attitudes, assumptions and behaviours of
the organisationodos members (Schein

i 6The way we do things herebo

i OHow it feels to work herebo

I Itisnott he structures and systems, but
Expressed in several ways in the organisation

Very little consensus on how itcanbechangedii t 6 s a comp
system

We need to understand the system and how to manipulate it through
di fferent o0l everso

Then, choose the correct levers and adjustments

Reviewing and adapting regularly is critical as the culture moves.
What worked in the 60l dodé culture
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Culture types

A In implementing change, we needed to
consider the culture into which the change
IS being introduced

A We had to consider 2 dimensions:

I Intra organisational dimension, focusing on
the dominant culture within an organisation

I Inter organisational dimension, focusing on
the dominant culture within a society
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Organisational Culture

A Greiner defines 4 culture types which are
as follows:

I Power
I Role
I Achievement
I Support
A These culture types are very different and

required us to think in different ways about
how to implement change.
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4 key culture types

Morecambe

Power Role

Based onRewards and punishments Based onRoles and procedures
Relies onControl of resources by dominant Relies on:Rule of law, well designed
group bureaucracy

At best: Strength, justice, paternalistic, At best: Stability, rationality and justice,
0SYyS@2ft SyOSZ WTANX)N o fairnesswithinrules

leaders At worst: Impersonal, inflexible, slow to
At worst: Fear, abuse, self serving, intrigue change, overly bureaucratic

Achievement

Basedont 52 Ay 3 (0KSANI (K
RAFTFSNBY OS¢

Relies on:Internal motivation through
achievement and job satisfaction

At best:High energy, alignment & common
vision, seHorganising

At worst: Anarchic, burrouts, wasteful

Windsor, Norway Nigeria
[ 4
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Support

Based onMutuality and connection

Relies onCommitment through belonging &
common purpose

At best: Teamwork, attuned, responsive,
cohesion, self maintaining

At worst: Avoids conflict and tough decisions




Every organisation Is a blend

Power

Role

Support

Achievement
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The Second Dimension:;

National Cultures

A Organisational cultures influence and are
Influenced by national cultures

A If you are in a multicultural (or multinational)
organisation, then there Is an additional
national cultural dimension to consider

A Hofstede writes much on the interaction
between these cultures and we learned that
Norway Is a very different place to work than
Nigeria, for example
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The challenge

A Windsor : Scientists & Engineers
I Achievement culture, individuals

A Morecambe : Technicians and Operations
I Role culture, one team, change adverse

A Norway : Entrepreneurs
I Achievement culture, but consultative

A Nigeria : Hidden i little contact with base
I Support culture, collective
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HOW DID WE TACKLE
CULTURAL CHANGE?
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One organisation

One Team

A We considered it essential to
promote a single organisation

A We created one management
system and one

A Competition to name the
management system

I UPDate was the winner, the
prize an iPod touch

Heyshar
Barrow
Offshore
Wir ‘J.:,)!
centrica
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Simple, consistent messages

Case for Change

Business Imperative Key Message

1. To support growth and diversification = New starters need to have access to standard processes
consistently and sustainably and central policies in order to integrate into the business

more quickly

= We also need to integrate new acquisitions more efficiently
and effectively

* Accelerate new country eniry
* Accelerate integration of new acquisitions
* Enhance new starter productivity

2. To drive continuous improvement
= Increase in staff and geographically dispersed

= Need to operate our assets in a controlled & uniformed
manner in order to grow in a consolidated way

* Provide a framewaork for improving processes
* Reduce process inefficiencies and duplication
* Drive economies of scale

* Standardise and optimise our operations = Therefore we require more standard processes
* Embed best practice = Emphasis on leveraging best practice from existing assets
) and sharing knowledge
3. To support compliance
Requirements = UP&D by it's nature is a hazardous and complex business
+ Joint Venture Partner Requirements and there are legal and contractual requirements for
* Centrica Corporate Responsibility management systems for operated and non-operated
* Internal Assurance assets
Industry Standards = More focus on standard processes that can be used across
* External regulatory bodies the portfolio
* HSS&E

* International

@
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Simple, consistent messages...

Change Management Challenge

keep the information up to date

= No significant changes to day-to-day work practices, BUT
changes to where people access their information.

= Where there are established management systems e.g., HRL
the challenge is to gain buy-in to the new portal and structure of
information and ensure that people know where to access their
daily work processes

= In locations where there are no management systems, e.g.,
UK/Nigeria, the challenge is to compel people to make the
UPDate system their first port of call rather than their own
sources of information

= In addition, standard processes represents a cultural shift for
many people who will need to be guided and encouraged to work in
a more process oriented manner.

= In particular the identified process owners and local process
champions, collaborate with local process champions to
improve processes and ensure latest processes are published
and to lead teams to ensure compliance to processes.

centrica
energy

25 February, 2010
www.the-pso.com

Our challenge is to: Implement standard business processes that are the
user’s first port of call and to gain the commitment from process owners to

© The Programme Support Office Ltd

Build Commitment

We recognise, however that without commitment
from each of our people, we cannot realise these
rewards, and so will place high importance
during the change program on working with
small groups of people in face-to-face
encounters in order and to provide a channel to
assist process owners to take responsibility for
their new roles.

24




...Implemented differently...

A We shaped the messages and tools to the
culture

A We made mistakes, but moved on quickly

A We had full time change resource so not
to lose focus

A What follows are some of the techniques
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...Planned at a high level...

centrica UPDate Central Communication Plan

Key Audience Central Communication Plan

Ea
Key Objectives Key Messages Methods Who When Feedback
Audience e.g. level of e.g. tallored versions of | e.g. mass presentations, Prepares and What is I.e. what feedback will
commitment to be Imperative, Solution local manager delivers the approximate be sought to confirm
reached through and Vision plus local discussions, 1:1 communication | timing communication
communication specifics appraisals effectiveness
Management | Buy in to resource Confirm process Meetings P January/February | Done
Team allocations champions,
expectations on
workshop involvement
and |IDCs and
implementations
All staff Build Awareness and Walentines theme Mewsletter SF 13 February done
Buy in to System getting to know each
other
Focus on Heysham
Latest Quicklinks. on
Web
Updating Profile
All Staff Launch of External Final component ofthe | Launch at CBS, SFISH 17 March Done
Operating Environment | UPDate framework now | Desk Drop for rest of
in place Windsor
Cascade in meetings for
Morway, Nigeria
All staff Build Awareness and Eastertheme — new life | Newsletter and Easter Sk Apnl Done
Buy in to System eggs Eggs
t @&
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...with plenty of flexibility

AWe realised that one

A Therefore we had to tackle each location
In a way that suited both the prevailing
organisational culture and country culture

I For example

AWe learned it was OK to fall asleep during
presentations in Lagos

AWe learned that decisions were only made in
groups in Norway
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Challenge: Morecambe

A Morecambe had been operating since
1985

A Their management system worked for
them for over 20 years

A So, why change?
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How we tackled It

A 1 day workshop with management team

A Focused on their top 5 priorities for the next 5
years

A Mapped how the process model would enable
them to meet those challenges

A Looked at how their current management system
would enable them to meet those challenges

A Concluded that the new management system was
actually critical for them

A 100% support obtained from management team
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What happens now affects the future

AJP&D only has one operating asset KOperator of choice in the East Irish Sea

Morecambe area is a declining AKCentre of Excellence for UP&D

reservoir A management system built Operations

around HRL called the IMS KOne global management system -
UPDate

A To be operator of choice we need to have all our processes documented and
residing in a central management system

A To be a centre of excellence we need to lead UP&D and share the knowledge
and best practices we have acquired over the years

A It means we need to make the IMS as global as possible

A We need to be flexible and ready for future changes

At the time, we didndot know weod
the 7t largest operator in the UK within 12 months

@
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The solution

A Retire the local intranet, M-Bay

A Move all documents and processes into
the new management system

I ¢. 2500 documents

A Retain 1ISO14001 certification
(environmental standard)
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Endlngs are powerful | use them

local area taken by a
member of staff was
uploaded

A A competition to select the
enduring image of

e Morecambe for the new

‘“"“-‘“ — intranet was held

A All the winners received a gift
voucher and a personally
signed letter from the
Director thanking them

A 2010 charity calendar
produced from top 12 photos

s — ‘ H 7 .  ——
. A T - —
-.‘ = : : : = - — m = -\;
centrica @
© The Programme Support Office Ltd 32
25 February, 2010 energy www.the-pso.com ®




The New Intranet

A Image still alive

Pomaion Serves

Puwet Canerar -

Mydsacarbon Resvmcan

A All content S UpDate

Documents

for usedul informmation about the
Margcambe ama cick the nks
holow:

wich Ot

avallable

ek Energy

orm—— Where has IMS gone? S
— Hralacy Click here to find out more information.... Diractions to

Furthee Information

- B
r Bry Maysham
/ \ N OW I I l te g rate d O L © Production Report O HSIE Performance Directicns to Birrow
Cartrry Energy Awards 2000 O SUSA Observation CE Presantation Temglate - Ofice

Sertren Energy Busrmes 2007

with corporate © = ...
Intranet

Acthons ¢ Winat's New
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Challenge - HQ

A HQ worked well for years

A But, as the organisation grew, so did the
complexity

A Now, there was a need to understand what
we do and to systematically improve It,
whilst integrating with Group functions

A Easy sell - SPIN
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SPIN®

A Situation i explain the current situation
(facts)

A Problems i show the problems that emerge
(finding information, training new entrants,
showing compllance new country entry)

A lmplications i demonstrate the cost of not
changing (slower development, non
compliance, fines)

A Needs 7 show what we need to do
(management system)

A Solution i UPDate!
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Challenge: Norway

A The challenge here was easily resolved

A We discovered that in order to obtain a
permit to drill (mandatory to continue
operating) they needed a management
system

A UPDate was modified to accommodate
Norwegian government regulations

A Permit was successfully obtained in
January 2010
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GENERAL TECHNIQUES
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Use metaphor

A We used gatheringsi 6 pavi |l i on da

I We taught people to juggle
A Management systems enable people to juggle lots of
processes and information

I We had a mass drumming session
A We showed how a company has a rhythm

A Individually you do your own thing but together, there is
a distinct Obeatéd

A The management system is the conductor

A It was all some fun, but people remembered
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Get senior managers involved

Email from the
Managing Director

Dear Colleague

| am happy to let you know that the newly enhanced
UPDate business management system has been
launched today.

UPDate is Upstream Production & Devel opme

management system and it contains business information
and processes critical to our day-to-day operations.

The incorporation o.f the.....
25 February, 2010 energy © The Prom:&zi:gzg:} Office Ltd 39 4




