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DSM at a glance

 Founded in 1902 as Dutch State Mines

e 22,500 employees (NL 7000; CN 3500)

e 8.4 billion Euro net sales

« DSM values: 3P policy: people, planet, profit
* Investment 500 MEUR/a

e Committed to harmonious change

China Manufacturing Support Center Unlimited. DSM



RS of maachs ey
=i

DSM s leve

054 Caxtng Fanios

s DS M



DSM Organizational Chart

DSM Managing Board

DSM Innovation Center Corporate Staff

Shared Competences &
Business Support

Nutrition Pharma Performance Materials Industrial Chemicals

DSM Nutritional Products DSM Pharmaceutical DSM Resins
Products

DSM Food Specialties . . .
DSM Anti-Infectives DSM Engineering Plastics
- DSM Dyneema
DSM Special Products
DSM Elastomers
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Controlled or uncontrolled risk?
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Examples of uncontrolled risks

e Seveso ltaly
 Bhopal India

 Exxon Valdez USA

e Barings Bank UK
 Enron/WorldCom USA
« AHOLD NL

 Parmalat Italy
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High Speed (train) Line
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Recent Developments at DSM

Major changes in business, assets and governance:

Acquisitions (Gist Brocades, Catalytica, Roche Vitamins)

Sale of Petrochemical and Natural Gas interests; more to
follow........

Enforcement of Business Controls, SHE and Compliance
Emphasis on profitability and innovation
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Risk management at DSM

Corporate requirement (2004):

* Risk management system at each Unit: systematic
Identification and control of business risks

« A management process integrated in our normal business
* No guts no glory
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Typical project pitfalls

Audit findings:

* No proper Business Risk Assessment at start of project,
leading to rework

e Changes In project environment go unnoticed due to strong
Internal focus of project team

e Contractor performance......

We know our risks without going through the exercise!!!
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Recent DSM project

e Cost overrun 30 %
e Mechanical Completion: 20 months late

e Design production level: 2 years after MC
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Risk analysis in investment projects

« DSM work processes for project execution:
* Phasing of projects:
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 Minimum 1 RA per phase is mandatory
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Project Risk Assessment

Aim;
Managing exposure to risks throughout the life of a
project and beyond
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BENEFITS OF PROJECT RISK MANAGEMENT

 Enhanced confidence by all stakeholders

* Improved project focus and level of scrutiny of all activities
and deliverables

* Improved levels of communication and interaction by all
project participants

* Reduced probability of budget and/or schedule overruns

 Reduced probability of project scope change/growth

 |dentify/remove potential negative impacts on SHE

e Better attainment of operational and production goals

e Etc.
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Project Risk Assessment

Risk Management process

1. ldentify 2. Identification
scope and detail of participants

3. Identification
of potential risks

4. Analyze and understanding:
Likelihood and Impact

5.
anagement decision:
accept or not?

6. Develop mitigation or
contingency activities

**** ge risks throughout the life of a project
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Project risk assessment step by step

1. ldentify scope and detall

2. Assemble multidisciplinary group, some (project) experts,
1 or 2 non related, 1 facilitator

3. Submit 10 highest risks per person
4. Facilitator clusters and feeds back
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Main risk categories

« SHE
 Scope
 People
e Schedule
e Costs

o Quality
 Intellectual property

Sub categories as needed
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Project risk assessment step by step

1. ldentify scope and detail

2. Assemble multidisciplinary group, some (project) experts,
1 or 2 non related, 1 facilitator

3. Submit 10 highest risks per person
4. Facilitator clusters and feeds back
5. Submit individual likelihood and impact
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Rating of likelihood and impact

Criteria Likelihood: once per ... | Impact (Euro million)

Medium 0,5-1vyear 05-1

Low 1-5year 0,1-0,5

* Figures are just a guideline
e Not a mathematical exercise
« Use gut feeling (map)
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Project risk assessment step by step

1. ldentify scope and detall

Assemble multidisciplinary group, some (project) experts,
1 or 2 non related, 1 facilitator

Submit 10 highest risks per person

Facilitator clusters and feeds back

Submit individual likelihood and impact

Group discussion and alignment (map)
Accept risk or determine mitigating action
Discuss and agree in project Steering Committee

N

N OA®

China Manufacturing Support Center Unlimited. DSM



Example

EPC phase of a plant in China (risk matrix)
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My China risks 1




My China risks 2

e High turnover of personnel

e Culture and language barriers

e Planning vs improvisation

 New regulations

« Authorities stick to old regulations

« Authority opinions in addition to regulations
 Different perception of SHE risks
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Risk perception/Improvisation
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Need for PPE?

- .Y
_.-wﬁ

o b

i 1_,. > %""

China Manufacturing Support Center Unlimited. DSM




Risk perception
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Conclusion

The DSM (project) risk management approach

- Is semi-quantitative

Is a team building activity

The process is as important as the result

Is a powerful management tool for the Steering Committee
Fits with DSM (Dutch) culture of pragmatism
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