Alpha maintains a cost-
cutting tracking tool on
its intranet, including
detailed information

on each cost-cutting
initiative by business unit.

The tool includes information
on best practices to facilitate
cross-business unit idea
generation and transfer.

Alpha tracks both action
status and financial impact
and generates the following
reports: year to date, run
rate (savings of the past
three months multiplied

by four), project to date
(cumulative since the
beginning of Step Change),
and P/L effective (savings in
the last 12 months).

The information shown in
the reports is user-group
specific and depends on

access rights.
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Step Change

The Step Change portal will trace key developments in the program over the
next 18 months. It will provide information about the program at Group level,
seek to answer key questions, and highlight best practice. Local information
can also be accessed on country sites.

MAIN STORIES

Step Change pushes accountability
Mar. 25: Two key differences between previous cost-cutting programs and
Step Change are the transparency and accountability of the latest initiative.
® Read more

Step Change in Information Systems

Mar. 21: Step Change in Information Systems is a process of re-examining
how we align ourselves to the new strategy, how we organize ourselves,

how to do things to new ways, to eliminate non-value adding tasks, and to
develop a business led, focused organization. By doing so, we will also drive
out costs and achieve the savings we need in order to return to a position of
financial security.

® Read more

Examples of Step Change Projects

Mar. 11: The Head of Group Human Resources gave further details of cost
savings and business improvement projects currently underway in the

Step Change program, during an employee telephone conference. He also
expressed confidence in the overall savings target of US$ 800 million would
be exceeded

® Read more

Friday, March 26, 2013
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CCONTACT US

General Information:
Contact Alpha

SHARING BEST PRACTICE

Simple measures-big results
Germany is saving about US$15
million by concentrating and
consolidating offices. This
includes merging offices in major
cities, introducing home offices,
and the renegotiation of al
facility expenses, such as eneray,

IMPORTANT INFORMATION

® \What is Step Change?

® The Step Change Schedule
Who does what?

® Savings principles

® Link directly to the Step
Change project controlling
tool
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Alpha provides SAVING PRINCIPLES flpha

clear guidelines on

the definition and
quantification of savings Definition and Quantification of Savings Initiatives
initiatives.
It is not the intention of these guidelines to define exact rules for individual savings measures or which assumptions have to be taken.
Step Change strongly depends on your intimate knowledge of the business, and there is full confidence in your realistic planning of
those initiatives to which you are committed. Nevertheless, we offer our support through a constructive discussion of planned initiatives
and underlying assumptions. Furthermore, we will publish those questions and answers that could be of potential interest for other
business units.

® Requires that cost
reductions are lasting and
only accounts for them if
Tchey reflect a productivity All cost reductions that fulfill the following general criteria are considered as net cost savings under Step Change:
increase.

B The benefit has to be lasting. One-off items neither influence the cost base you are deducting your savings from nor will they be

® Ensures cost savings are not deducted from future savings.

double counted. B The baseline for Step Change cost reduction is the actual 2012

® Two cost base.
B All cost items above EBIT line are in the project scope.

® Cost transfers from one organizational unit to another unit will not be considered as net cost savings (e.g., internal transfer of head
counts).

B Reductions of COS will only be accounted for if they reflect a productivity increase:
- If a business declines by 50% and the COS will be reduced by 60%, only 10% are productivity increase and real savings.
- BAUs with double-digit growth will be reviewed individually.

B Only net-cost-savings projects approved after 1 October will be considered as Step Change initiatives.
B Allocations have to be 100% complete by 30 June—annual lower run rate achieved.
B Changes in accounting procedures do not qualify as Step Change savings (e.g., changes in depreciation method or provisions).

B Savings will only be accounted for in the business unit that is directly responsible for the cost.
- Example: A business area cannot define initiatives to reduce cost allocated to the business area but originated in a service function.
The definition of such initiatives must take place in the respective service function.

B Should any operating unit be (partially) shut down or sold, the only resulting net cost savings to be accounted for is the negative
EBIT (contribution) caused by that (part of the) business. The calculation of EBIT should include revenues and costs, which will
disappear by the closing/sale..
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