Building and sustaining benefits of
Enterprise risk management through
organisational and change management

Share a couple of case studies demonstrating our approach and

benefits achieved
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Astrazeneca global organisation

peetttieeeeeeeee
We employ over 62,000 people 47% in Europe,
31% in the Americas,

$4B

We invest over $4 billion in R&D each year
and have over 15,000 people in our R&D organisation

(: 2009 $32.88)

In 2009, our worldwide sales totalled $32.8 billion

(including 10 medicines with sales of over $1 billion each).

6 Therapy areas:

eCancer

eCardiovascular diseases
*Gastrointestinal

eInfection

*Neurological disorders

*Respiratory and Inflammatory conditions
MIKE FLORENCE
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R&D operating model

Late-stage
development
- &R

Discovery and early
development

Global
medicines
development

Internal
and

external Example 2

opportunities R&D
PROJECT/
PORTFOLIO
BASED

R&D
15,700 people

14 principal centresin 8 countries, including Sweden, the US and the UK

Example'1
Supply, Chain
Management




What i1s a Benefit?
MEASURABLE, RELEVANT OUTCOME FROM A CHANGE
SUSTAINABLE

ACTION AND OUTPUT
(operation — hip fitted)

|——|
Organisational change GAP/ Time
to build in output Physio, outpatient

OUTCOME

(walk/run — physical function scores)

l GAP/ Time

BENEFIT:
Achieved life goal - climb Everest?
MEASURABLE IMPACT ON BUSINESS PERFORMANCE + SUSTAIN

ActraZAanAna S

I Wl Vvl v Ul
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SCOPE OF BENEFITS

‘PROGRAMME
*PROJECT/FUNCTION

KEY PROCESSES USED:
1. Integrated risk management process
2. Embedding process

A
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1. Integrated risk management process

Risk \
Language

T~

Understand Identify

iy,

eview

SSESS

<

Culture and
Values
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2. Embedding process

Awareness

Studies
in place

Regular
Reviews

Visible

Roles, Resourq
Reporting
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Decisic

making &

strateqy

Way of life

Risk
=work
language

Pull
BAU
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Supply Chain management example

Purchase

Bulk drug

Purification

Pure bulk
drug

Y
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Aggregated Supplier Risk Management?

Purchase

tartér z =
al

S Bulk drug

purification

1

Delaware

usa
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Robust supply chain:
Business Continuity —
satisfied customers
Excellent insurance cover —
best in Pharma sector

How sustained and
embedded?

Who was getting the gain?
Who was getting the pain?

A |
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Building and embedding benefit

Awareness| Visible Way of life

Decisic
making

Studies
in place

Regular
Reviews

Roles, Resources,
Reporting

AstraZeneca 2
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Organisational change to sustain benefit

Key Processes which underpin the AZ Procurement

Operating Model
‘-D dM nt
emand Manageme * Responsible Procuremen

Corporate Strategy

risk management process

Process enablement by iSave, Sourcing & Supply Management Framework
P2P systems and Intranet
MIKE FLORENCE
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Achieving our objectives

THREATS TO
OBJECTIVES

VH

OPPORTUNITY FOI
OBJECTIVES

OPPORTUNITIES

VL

Impact

VH H

VL

< Likelihood
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BENEFITS

1. Robust supply chain: Business Continuity
— satisfied customers

2. Excellent insurance cover — best in Pharma
sector

3. Supply chain cost reduction of $$$$$$ -
ownership with right group

SUSTAINED AND EMBEDDED

MIKE FLORENCE AstraZenecaéi/
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Example 2: R&D Enterprise risk
management

Scope

Project based groups in R&D small molecules and Biologics
Across UK, Sweden, USA

Delivering opportunities into AZ late stage Portfolio

Outcomes/outputs

Business driven

Common risk approach across UK,Sw,USA
Portfolio risks and actions

Integrated into business cycle

Work in progress

MIKE FLORENCE
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Building and embedding benefit

Awareness| Visible Way of life

/ Studies Regular Dec@sion .
[ - making & : =work
in place Reviews /sites &
strategy SET language

areas

=(Build common approach at )
project level » Gain top lgvel sponsors (VoC + VoB)

*Portfolio add up and actions
*Test acceptable level of risk

| 4
= Support business cycle
= Bridge between scorecard,
objectives through portfolio

to projects eneca 2

|
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» Top level sponsorship
= Common structured approach
» Roll out across R&Il UK/US/Swe — by the

line
How Benefits
= Gain top level sponsorship: = Effective, Efficient Project level
1. BUSINESS driven + urgency + Lean 1. Virtuous circle — less fire-fighting
2. OBJECTIVES-----Deliver our promises 2. Faster decisions on project investments at
and then to ‘wow’ our customers risk — managing uncertainty!

3. VISION ---- Risk integrated into business | 3. More effective meetings -consistent language

cycle = ENGAGED Shared understanding
= Build common approach 1. Risk facilitated collaboration, changed
1. NO NEW meetings behaviour on collective working
2. Standardised approach across the 2. Strengthen Team working —context
business common irm process, 3. An engaged team to flush out real
3. Quick wins Pilot + education and risks/issues
awareness

MIKE FLORENCE AstraZenecaéé
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= Portfolio add up and actions
» Test acceptable level of risk
= Deliver using Lean Sigma

How

Benefits

1. Agreed the key portfolio threats and
opportunities

2. Recommended portfolio level activities
3. Track progress to deliver actions
4. VISION — keep selling and re-telling

1. Facilitated Project managers and SLT to
identify, compare/contrast
* Common denominator— taxonomy/PM
* Big hitters
* Fast movers

Effective, Efficient Portfolio level

. Faster decisions — lose the losers
. PRO example (c.f hip example)

=  $$$ Value deliver -alignment of projects
»  $$$ opportunity FTE's better deployed -

ENGAGED Shared understanding

. Focus on right things as

=  Portfolio objectives and needs visible -
= Dialogue on the level of acceptable risk
=  Calibration and benchmarking across projects

. Espirit de corps

MIKE FLORENCE
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= Use RISK to Bridge across
Objectives, scorecard to portfolio
and projects

» Refine and support the business
cycle

Deliverables — Step 2 +

= Align with scorecard timeline

» Share and agree portfolio objectives

= Facilitated discussion on risks to delivery of objectives with SLT and with
Project Directors and Managers

= Agree portfolio level activities to manage threats, exploit opportunities and
input into the scorecard

= Track delivery of activities through owners and link to quarterly review of risk

MIKE FLORENCE AstraZenecaéé
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Way of Life — building into the business
cycle

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Portfolio

Report on reVie‘

status

Portfolio
&D risk revie
reporting

e @D
Objectives

ldentify key
actions and @

risks

Review progress
vrs plan link to ‘ ‘

scorecard RAG

MIKE FLORENCE

|
2

20

AstraZenec



Business Benefits

= Strategy, scorecard = Common approach

= Acceptable level of risk :
at project level

» Portfolio investments
= Top level sponsors

= Project priority (PoS) (VoC + VoB)

= Consistency

= Portfolio add_up“ and actions

= Test acceptable level of risk

. - . ‘\
MIKE FLORENCE = Deliver using Lean Sigma AstraZenecaéZ
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Benefits

“You really know you are on to something
when, in hindsight, it looks obvious. We
devised a very straight-forward approach
and, when you play it back, this solution
seems obvious. But it didn’t seem so at the
time. The result is a programme that is
truly a “value-add” rather than an “add
on”, which can so often be the case with
risk management. It has really brought our
objectives to life.’ — Rodger McMillan,
Global Vice President, R&I, AstraZeneca

(2010)

MIKE FLORENCE

Behaviour

And culture

\
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Secret Ingredients

"Business ownership and alignment
"PEOPLE - sharing, learning, collaborating
*"Trust and debate

=\Vision and courage

= Judgement

\
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Confidentiality Notice

This file is private and may contain confidential and proprietary information. If you have received this file in error, please notify us and
remove it from your system and note that you must not copy, distribute or take any action in reliance on it. Any unauthorized use or

disclosure of the contents of this file is not permitted and may be unlawful. AstraZeneca PLC, 2 Kingdom Street, London, W2 6BD, UK,
T: +44(0)20 7604 8000, F: +44 (0)20 7604 8151, www.astrazeneca.com
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AZ Risk Management Framework — 3 lines
of defence

Risk Management Framework

\
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