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Goals for Today

Brief introduction to Lean

* The “beauty” of standard work

Tesoro’s Retained Liablility Portfolio

» Challenges and opportunities

Explore Approach and Value Delivered

Results

* Quantified, based on 3 years of use

Future Opportunities (and Take your Questions)

* M&A support, optimize spending, go further faster
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ncrease Value
Reduce Waste
Respect People

People Understanding Value, Acting
Together to Reduce Waste &
Checking/Adjusting for Results (PDCA)



Lean Principles — Guide VWP

Overarching
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Many
organizations
attack only
process “waste”.
This works but Is

tough to make
stick.




Problem Solving

People & Partners
Process

ophy — long term, cu

We’ve had
success by gently
training &

engaging people
In problem solving
to find the right
processes,

"yctions & results.

omer
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Tesoro’s Key Challenge

Why?

Key Results

TESORO

How could Tesoro better manage its entire portfolio
of retained liability sites with limited resources?

Haley & Aldrich
partnered with
Tesoro to create a
tool to manage risk
versus spend.

16% risk

reduction, 25%
spend

Improved regulator
advocacy,
remediation
selection and
operation

3x to 5x site
closure rate
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A standard budget
& reserve process
allowed Tesoro to
focus attention on
portfolio strategy

50% time
reduction




Lean Made Opportunities Visible, Helped Focus on the
Biggest Problems

* Report Writing - inconsistent, too long,
insufficient advocacy with regulators

* Incomplete Site Characterization -
moving too quickly to remedy selection

 Inappropriate Remedy Selection -
consultants had personal biases toward
certain technologies; some were misapplied

* Project Accounting - budgets, invoicing
and accrual tasks were inconsistent, took
up a significant managerial time

Key learning:
» Site Closure —wasn't happening fast Tesoro was getting “low-cost”
enough bids & spending more money!

* Expenditure Balance — no way to ensure
that expenditures were balanced with site
conditions
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Project Example
Haley & Aldrich Designed and Led a Series of
_ean Events* to Identify & Remove Waste

e Discontinuity in work flow, redundancies, re-work

« Lack of standard methods to establish priorities, achieve
Tesoro goals and guide project teams; e.g., different
approaches to similar investigation, remediation needs
(everyone “owned” their own method) across portfolio

e * With the Consultants - Not in a vacuum
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Beneficial Outcomes

e Consensus
« Camaraderie
e Cooperation

e Ownership of the results




Standardized approaches allow analysis
One Outcome: Site Significance Tool (SST)

 Allows powerful analyses of financial and risk data

« Allows management to assess the portfolio “as a whole” to
optimize spending

* Assess and match spending and consultant activities to
business, site and economic conditions

« Systematically identify poor performance (site, technology,
project team and more) and resolve

« Assess what is working well, and replicate

Prepared under privilege,
at request of counsel




Generic Impact Tool — Allows Analysis of
the Portfolio Condition




Site Significance Tool
Portfolio Priority Rating
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Project Example

Tesoro Experienced Process Improvements related to

Lean

Site and Portfolio Management with Measurable Resul  ts

Process Improvements Results

Reports : Improved, standardized, streamlined,
lower cost reports, budgets and review

Portfolio Management: Developed portfolio
level analysis for site conditions vs. spend &
approach — facilitates rapid adjustment;
iImproved budget & reserve accuracy

Standard Operations: Standardized selection
& application of remedial technology to use;
reduced costs

Consultant Performance: Improved teamwork
between consultants & priority focus

3x site closure rate first year, 5x
third year: spend less instead of
focusing on cheaper bids

Fewer budget surprises, ability
to quickly adjust to economy

Improved Efficiency: 25% spend
improvement metric (reduced
business risk* by 16% AND cost
by a greater amount

Reduced number of consultants
from8to 5

Effort paid off in less than one

ear
*Calculated risk (16% decreased) is based on site conditions, regulatory condi%n&.legame.&.hushms&Iamd_

conditions. It is not a traditional and exposure risk assessment.
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Through a unique combination of technical & facilit ation
skills, Tesoro has new tools to manage its comple X

portfolio of environmental assets & liabilities
Facilitation & Lean Skills
ddress multi-stakeholder
needs & manage differing

priorities

Technical Skills
Site remediation &
regulatory advocacy

>
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Outcomes
Made the client more agile & competitive by reducing costs & improving assets
Made staff less busy instead of adding more staff
Avoided dramatic budget increases & rationalized spending

“H&A has framed both the technical side of the proj ect and the
political/sociological side. I've never seen anyth ing like that before. They're

great listeners.” Jeff Baker — Tesoro




Concluding Thoughts

 Lean - Value vs. Waste, People as Partners

* The “beauty” of standard work (do you use it, and can you do more
with it?)

* Does Tesoro’s Retained Liability Portfolio look like yours, or
your customers?

* What are your challenges and opportunities?

 Results

 |f I could reduce the time spent on financial matters by 50%, | would
(complete this sentence)

 How about

* M&A support, optimize spending on newly acquired sites, integrate

new consultants on your team.......




Thank youl!




