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PANESAR KENYA
LIMITED - Executive
Summary of the Business
Transformation Modeling

Summary of conclusions:

1. Productivity enhancemenit— 30% on existing benchmarks
2/Cost sheet,improvements —15% in H1 and 23% in the CY 2017

3. Financial engineering — Net margin 33%
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PANESAR KENYA LIMITED - DASHBOARD IMPLEMENTATIONPROGRAMS

ROADMAP-A: OPERATIONS

WEEKS-1-3: PROGRAM

WEEKS-2-5: PROGRAM

MANAGEMENT i hin the K i hin the K
DERIVATIVES Key activity Elements W_lt_ in the key K8y activity Elements W_|t_ in the key
activity activity
1. Dedicating teamsifor eaeh L. I_Demonstratmg 'gh_e ith
work station in the process maintenance activities wit
line the relevant structured
MANPOWER teams in each work station
ACCOUNTING 2. Signing off the quality . .
STANDARDS standards, jig templates sng)gfg&irt]f\ll?t%/tgael I?Sual ity
. (wooden)!and'standard Maintenance systems :
Structuring manpower timelines for struetured structuring g;rr(éugh the augmented job
contractual agreement
3. ldentifying the knowledge _
ZERO BASED and skilgaps on empirical ?ﬁaﬁﬁgﬁ:&nﬁ;ﬁgm ds for
BUDGETED understanding to formally each work station with the
TARGETS grade (starting grades) the

workmen in each station

relevant teams
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each work station by team
lead and supervisor

4. Creating the log book for
signing off each job card at %

4. Creating the detailed
maintenance check sheets
for each equipment and
getting the sign-in by each
stake holder post-training
and demonstration
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ROADMAP-B: STRATEGIC SALES AND FINANCIAL MAPPING

WEEKS-1-3: PROGRAM

WEEKS-2-5: PROGRAM

MANAGEMENT Elements within the key Elements within the key
DERIVATIVES ivi o ivi L
Key activity activity Keyyagtivity activity
5. Factoring the
5. Promoting the job card te maintenance standard
the status of an appraisal variances in the appraisal
card in the workshop program of the augmented
job card
1.Standardizatipref the jigs o N
AUGMENTED for graded perfection to %(')rce‘;r;tr:'b:rt]{e"rg ?rslt;ma.t(')‘t’)”
JOB CARD AS achieve theé Al grades/for card g J
AN APPRAISAL Creating visual quality each workystation Cost sheet structuring and
CARD - BOTH prototypes for Al categories -\ sales push 2. Structuring the
PROCESS AND tzériui/algssllgimg% ogfacéLthe contribution trends with
MANPOWER R J1gs by classification of products

woerkman-in the relevant
worksstation

3.New design
standardization and signing
in by the stakeholders

into main and sub-
categories

3. Engineering
improvements in low yield
products to register growth
in margins
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Standardizing the timeline at
each station for specific job
cards- each genre to be
addressed

Standardizing the finishing
material to be used for specific
job cards - each genre to be
addressed

Public place displays of all
the standards for each genre
of job card for easy
references and seamless
documentation for future
CBA contracts

4. Converting
improvements for
registering higher margins
in high-yield products

1. Classifying the key
elements of the balance
sheet (refer the executive
summary)

FINANCIAL
PERFORMANCE
SCORECARD

Augmenting existing job card

1. Including stage wise
quality of timber

2. Creating the'scorecard
that estimatesiwarianees in
workmanship(quality) and
conversion timelines
(praductivity)

3. Seorecard for finishing to
beincluded that measures
variances in material
consumption and factor the
same in the job card

Balance sheet
consolidation

2. Creating appraisal cards
for the sales teams

3. Factoring the appraisal
cards of the workshop job
cards and the sales teams
into the balance sheet
(refer the elements of the
executive summary)

5. Creation of value to
engineer the PBIT / Net
profitability through new
sales strategies aligned to
the operations and
conversion dynamics
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ROADMAP-C: SUSTAINABILITY LOOP CREATION

WEEKS-4-7: PROGRAM

WEEKS-4-7: PROGRAM

MANAGEMENT Elements within the key Elements within the key
DERIVATIVES ivi o ivi .
Key activity activity Key activity activity
Operational indicatersof
job card turnover
Critical spares
MANAGEMENT REVIEW | ¢onsumption (
PROGRAMS - Operations | Finishing material
consumgLion\yeer e Gradual movement
BALANCED _Scope for f“”he!‘ . towards Balanced Gradual linking of PBIT
SCORECARD |mp|rovements - Innovation Scorecard programs - to the job card
GOALS cycles financial and operational | augmentation

MANAGEMENT REVAIEW
PROGRAMS - Strategic

Cost sheet analysis on
standard balance sheet
fundamentals(review white

paper)

Sales configuration

New clients initiatives and
results

consolidation
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Product segmentation and ’ T
pricing points of
equilibrium Q
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A. STRATEGIC OPERATIONS - MANAGEMENT AND CONTROLS

A: STRATEGIC OPERATIONAL INITIATIVES - PANESAR KENYA LIMITED - the delivery points on
cost sheet elements

Analysis of the element costs on the operating costs sheet Overallf|n|1pact on ) ) Overa:cl 11T @)
oy N (Element - actual
Impacting "y Current "~ | CY 2017 operating costs in Target
factor Units of benchmarks targets targets-2 Target-1 | Target-2 | cis sheet) 1 Target-2
measure 1
<109 EElIE Days 15 9 6 40% 60% 30% 12.0% | 18.0%
turnover
Slitiesl Months 6 12 18 100% 200% 0.05% 0.6% 1.8%
spares
Timber Number of
. kiln fills 5 3 3 40% 40% 15% 2.4% 3.6%
inventory
annually
Aggregate impact 15.0% 23.4%
on product costs
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Target-1

Timber inventory
16%

Critical spares
4%

-

Target-2

Critical spares
8%
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A.1. Kiln Management derivatives:
a) Existing turnover time: 30 days with a combination of logs and cut pieces of user-specific dimensions

b) Enhanced turnover with kiln optimization: 10 days with only logs — straight after offloading.at site with
the provision for storing the dried logs in the kiln with the right equilibrium moisture conditionsiin an
inactive mode

c) Average replenishment lead time: 3-4 months depending on the production pregrams and.usage density
@80-85% exhaustion levels in the kiln

d) Finally, the kiln needs to run for 30 days in a year for 10 days percyele andithe inventory of logs shall
be restricted to three kiln fills with no stock in wait outside the kiln

e) Potential savings — at least 2 replenishment cycles in a yearandhence'the inventory savings boils down
to 2/5 or 40%.

f) Kiln savings in terms of fuel and energy are ignored“in this process since the savings, although
substantial in absolute terms do not translate to’a'majorimpact in the timber costs.

A.2. Critical spares — costs implications in-the plant:

a) Standardized international norms¥or advanced manufacturing systems: 2000 operating hours
translating to approximately 20 monthsief equipment run (twice the overall plant run of 10 months for
2000 operating hours)

b) Condition based maintenance systems that factor in visual quality standards for each work station as
the guideline for initiating actions and maintaining the equipment.

c) Target forirst finaneial quarter shall be 1200 operating hours or 12 working months life span for all
the critical\sparesyright.through the plant and 1500 hours capability enhancement in the second quarter.
Withinythree working quarters, the capability enhancement is expected to be to the tune of 2000 operating
hours.

d) Potential’Savings: Cost of maintenance and repairs inclusive of replenishment of critical spares:

d.1. Current levels: approximately 6 months of replenishment cycle.
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d.2. Initial improvement levels (to be achieved within the first two financial quarters): 12 months for
replenishment cycle

d.3. Final settling levels (to be achieved within the end of CY 2017): 18 months for replenishment cycle3.
Job card turnover time:

A.3.1. Current levels: Benchmark levels of each job card

A.3.2. HY 2017 levels: AVERAGE 40% turnover time reduction on the job (A 0 uT
TOGETHER)

A.3.3. FY 2017 levels: AVERAGE 60% turnover time reduction o job card (ALL JOBS PUT
TOGETHER)
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B.1: STRATEGIC PROFITABILITY INITIATIVES - FINANCIAL INDICATORS IN THE
SCENARIO ANALYSIS FOR CY,201%

Operating
Contribution PBIT EXT
Best Average Worst Best | Average |“Worst Best Average Worst
51.1% 44.5% 36.7% 46.9% | 39.2% | 29.7% | 33.1% 27.8% 21.3%
B.2: SALES DYNAMICS IN THE FINANCIAL MODEL
Operating PBIT EAT
PRODUCT Contribution
CLASS Product Rroduct Product
Best share gest Share Best share
OVERALL 51.1% 46.9% 33.1%
A 4.8% 9.4% 48% 9.2% 3.1% 9.2%
B 4.2% 8.2% 3.8% 8.2% 2.7% 8.2%
C 2.8% 5.5% 2.6% 5.5% 1.8% 5.5%
D 21.8% 42.6% 20.0% 42.7% 141% | 42.7%
E 17.5% 34:3% 16.1% 34.4% 11.4% | 34.4%
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AGGREGATE ANALYSIS OF THE
PRODUCT CONTRIBUTION - 2017
SCENARIO
Operating &
Contribution
B <
Best
38% \v
\4
Operating
Contribution
Average
34%
AGGREGATE ANALYSIS OF

PBIT - 2017 SCENARIO

PBIT
Average
34%




101 Valley Field Court, Korosho Road (off Gitanga Road Kobil Petrol Station), Nairobi-00604,
P.O. Box: 23365, Contact land line: +254-20-5291385 and cellular: +254-786403634
PIN: P051523207T KENYA

Blackstone Symergy Conuulting Group

”Z ; . ad/b’, z% ﬁ g . ZZ n

AGGREGATE ANALYSIS OF THE EAT -
2017 SCENARIO

A\
Segment Analysis of products
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B.1. Real time analysis of product classification and segmental performances in terms of the key financial
indicators like contribution per unit sales, gross operating margins and the net profitability after taxation
and interests payout. ‘

B.2. Branding products into pricing clusters and building strategies for growth in various clusters within
the same product group are the initiatives that shall make a difference.

B.3. Linking the key financial indicators with sales and operating performances as also the supply chain
management to clarify the links and the KRA as well KPI scores on aguantitative®mode for adaptation to
real time profitability and accountability.

Variable Expenses Grid
Cutting list
) realization cost - Y . Branding
Sconart | Tunper | A | MRS | gy | SR | g
Costs | PERCENTAGE_| "\ Costsp Costs | o | marketing
OF TIMBER costs
COSTS
Best 2% 90% 0.25% 1.00% 0.20% | 5.00% 10%
Average 3% 88% 0.50% 1.50% 0.35% | 7.50% 15%
Worst 5% 85% 1.00% 2.00% 0.50% | 10.00% 20%
Fixed Expenses Grid
Seenario jepirect Administrative | Warehouse | Plantrental | o\ o
Overheads costs - costs
labor costs . . costs
timber (notional)
Best 2.00% 1.00% 0.50% 0.30% 1.00% 1.25%
Average | 2.50% 1.25% 0.75% 0.35% 1.50% 1.50%
Worst 3.00% 1.50% 1.00% 0.50% 2.00% 2.00%
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Capital Financing Costs

Scenario | Interests on capital | Outstanding debt
employed in payout on
operations operations
Best 0.15% 1.50%
Average 0.20% 2.00%

Worst 0.25% 2.50%

suely - \/ariable Expenses - Best Scenario Budgetary

chain . .
costs Simulation
5% Branding and

) marketing costs
Maintenance and

0,

ré¥gieciissto be Eneréy
194ised Costs

0% 0%

Timber Costs

2%
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Fixed Expenses - Best Scenario Budgetary
simulation

Showroom costs
21%

Warehouse Administrative

costs - timber costs

5% 8%




101 Valley Field Court, Korosho Road (off Gitanga Road Kobil Petrol Station), Nairobi-00604,
P.O. Box: 23365, Contact land line: +254-20-5291385 and cellular: +254-786403634
PIN: P051523207T KENYA

Bluckstont Symirgy Compulling Group

llz ; . aﬂ‘/’. zz ﬁ g . ee n

. . . . Interests on
Capital Financing Costs - Best Scenario  cpital

employed in

Budgetary Analysis operations

9%

Fundamental sed budgeting for Panesar Kenya Limited

1. The current budge
core issues of concer

scenarl ysis is an indicator for an ideal budget to get the right contribution and the
itan ' atives of gross operating profit and net profitability.

urnarotind initiatives shall begin around this grid to get the desired yield in the business
odel.

es need to be pegged in this grid for a comparative analysis of the
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C. STRATEGIC MANPOWER MANAGEMENT

C.1. Assessment of key supervisory and executive staff in quantitative modes for bringing in objectivity
in the compensation, raise and promotion schemes of the advanced appraisal mechanisms.

C.2. Factoring the management growth strategies in the compensation structure of th ni nto

enable higher profitability tracks to be in place.
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Elemental analysis of manpower accountability

Target-1: HY 2047

Jarget=2: CY 2017

— - — . — - — - Overall
Responsibility Grid Accountability grid Accountability grid Accountability grid improveme
Tea | ReSPNsibill | pocnonsibili | FAMUre 1 jngividu | AT | yngivige | FAIUTe i givigy | nt % on
ty by - contributi contributi contributi manpower
m — ty weight al scores al scores al scores p
description on on on
EL'/I-SE‘% 1| g, Fgfl?sor 0.34 13% 52.7% 6% 77.2% 4% 84.7% 61%
MANAGEME | 2 | Operative 0.22 9% 55.6% 4% 78.9% 3% 86.0% 55%
CUI'\II'L-NG 3 | Operative 0.22 9% 55.6% 4% 78.8% 3% 86.0% 55%
LIST 4 | Operative 0.22 9% 55.6% 4% 78.8% 3% 86.0% 55%
1| g, @;S?Sor 0.34 11% 60.2% 6% 77.2% 4% 84.7% 41%
MACHINING | 2 | Operative 0.22 7% 62.8% 4% 78.9% 3% 86.0% 37%
3 | Operative 0.22 7% 62.8% 4% 78.8% 3% 86.0% 37%
4 | Operative 0.22 7% 62.8% 4% 78.8% 3% 86.0% 37%
1| g, @:S?Sor 0.34 12% 56.0% 6% 77.2% 4% 84.7% 51%
JOINERY 2 | Operative 0.22 8% 59.1% 4% 78.9% 3% 86.0% 45%
3 | Operative 0.22 8% 59.1% 4% 78.8% 3% 86.0% 45%
4 | Operative 0.22 8% 59.1% 4% 78.8% 3% 86.0% 45%
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Elemental analysis of manpower accountability

Target-1: HY 2017

Target-2: CY 2017

— : — - — - — : Overall
Responsibility Grid Accountability grid Accountability grid Accountability grid irr\llproveme
Tea | RESPNSIDIN | oo onsibili | FalUre |y ngivigu | Failure | ngividu | FalYre 1 ndividu | nt%on
m 71y ty weight BRI al scores SO al scores Eou al scores | manpower
description on on on
CARPENTR | 1 | sy Fﬁ:ﬁ?sor 0.34 9% 66.9% 6% 77.2% 4% 84.7% 27%
YS'K"I' |I_C|;_H 2 Operative 0.22 6% 69.2% 4% 78.9% 3% 86.0% 24%
SEGMENTS |3 Operative 0.22 6% 69.2% 4% 78.8% 3% 86.0% 24%
4 | Operative 0.22 6% 69.2% 4% 78.8% 3% 86.0% 24%
1| g, Q:s?sor 0.34 11% 60.2% 6% 77.2% 4% 84.7% 41%
EINISHING | 2 Operative 0.22 7% 62.8% 4% 78.9% 3% 86.0% 37%
3 Operative 0.22 7% 62.8% 4% 78.8% 3% 86.0% 37%
4 Operative 0.22 7% 62.8% 4% 78.8% 3% 86.0% 37%
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KILN AND TIMBER MANAGEMENT -
MANPOWER PERFORMANCE
IMPROVEMENT TARGETS - CY 2017

62%
61%

60%
59% y
58%
57%
56%
55%
54%
53%
52%
51%

Area Supervisor Operative Operative Operative

AN

MACHINING IMPROVEMENT TARGETS FOR
MANPOWER PERFORMANCE - CY 2017

41%

40%
39%

38%

37%

36%
35%

34%

Area Supervisor Operative Operative Operative

Crtsting the Turmaround lgoritlom
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IMPROVEMENT TARGETS FOR JOINERY
MANPOWER - CY 2017

52%
51% x
50%

49%
48%
47%
46%
45%
44%
43%
42%

Area Supervisor Operative Operative Operative
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HIGH SKILLED CARPENTRY SEGMENTS -
MANPOWER IMPROVEMENT TARGETS FOR
CY 2017

27%
27%
26%
26%
25%
25%
24%
24%
23%
23%

\I/

Area Supervisor Operative Operative Operative

FINISHING MANPOWER
IMPROVEMENT TARGETS FOR CY 2017

41%

40%
39%
38%
37%
36%
35%
34%

Area Supervisor Operative Operative Operative

Crtsting the Turmaround lgoritlom




