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Optina2 project contributed significantly to INA’s business results
Zagreb, July 26th – INA announced today results achieved through its optimization project called Optina 2. The achievements show that the Optina 2 project delivered since its inception late 2009 about HRK 1.1 billion in recurring EBIT
 improvements until Q1 2011 with the vast majority of HRK 740 million EBIT improvements delivered on the cost side.
Within the Optina 2 project initiatives are divided in two basic groups: cost saving initiatives and revenue improvement initiatives. All initiatives are controlled through a central program office which together with INA controlling measures the impact on INA’s profit and loss statement. Special attention within Optina 2 is coming from a dedicated Procurement Spend Optimization project which will deliver over HRK 250 million in savings by 2012. Other significant savings are coming from corporate functions (Finance, Corporate services and Corporate processes) as well as all business divisions (Exploration and Production, Refining and Marketing as well as Retail). Besides more than HRK 740 cost savings, revenue improvements in the amount of HRK 340 million are mostly coming from INA’s business divisions.

Optina 2 is led by a full-time team and supervises over 240 initiatives out of which 180 are already fully implemented. For the additional 60 initiatives which are currently in implementation a detailed activity-monitoring is in place to ensure full and timely delivery of preset targets.
Each initiative is managed as a separate project and has clearly defined and measurable goals. All these initiatives contribute to the optimization of INA’s financial performance with one final target – to turn INA into an even more competitive and efficient company. 

“Optina 2 is a key tool for the INA’s business restructuring with the ultimate goal to improve our Company’s operational efficiency. Only with these efforts we can put INA back on the position where it belongs in the regional economy . More than 75 project managers are involved in delivering these goals and are coordinated by the Optina 2 project team. We are committed and persistent in achieving our planned goals and every day the team is trying to find additional room for new savings and more efficient business operations.” – said dr. Berislav Gašo, executive director for corporate services responsible for the Optina 2 project.
In the times when the crisis hit our company, we analyzed our situation carefully and setup a massive transformation program, mainly focused on costs.
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· By Q1 2011 , Optina 2 delivered already EBIT improvements of HRK 1.1 billion out of which more than HRK 740 million were recorded on the cost side
· Controllable costs on INA Group level were in 2010 14% lower than two years before and they continue to decrease in Q1 2011 for additional HRK 94 million

· A total of 240 initiatives is within the program
· 180 initiatives already fully implemented

· 75 project managers are engaged
The results of Optina 2 are visible in many parts of our business. There are many examples where INA managed to achieve millions and millions of savings.

Selected examples:
· Significant reduction of surface production costs in Upstream

· Energy efficiency improvements in Downstream

· Review of Maintenance practice and introduction of risk-based work order selection

· Improvement of filling station on-site costs

· Significant cost savings in administrative functions
Procurement Spend Optimization (PSO) project

A significant contributor to our Optina 2 project is our Procurement Spend Optimization (PSO) project, launched early 2010 on INA Group level. The project reviews in multiple phases all major procurement categories and promotes an open and partner-like approach to our suppliers. The focus is on cost savings on both commercial and technical level. All savings are carefully monitored and the impact on INA’s P&L is measured. The project is implemented in 3 waves.
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

Wave 1 - completed

>

6 categories 

>

460 suppliers participated

>

300 new suppliers invited

>

88 HRK million savings secured



Wave 2 – ongoing

>

10 categories

>

75% of spend in subsidiaries

>

70-90 mil HRK savings expected



Wave 3 – start September

>

11 categories

>

Focus on core business, joint 

ventures and subsidiaries

>

75-130 mil HRK savings expected

We set-up a dedicated team in Procurement which will deliver more 

than HRK 250 million savings by 2012

88

Total

>250

Wave 3

75-130

Wave 2

70-90

Wave 1

Expected savings 

HRK million


The implementation of new tools such as for instance Total Cost of Ownership (TCO) and online e-auctions combined with a careful review of technical specifications allowed for significant savings. Wave 1 has already been completed and delivered more than HRK 88 million savings whereby INA managed to identify more than 300 new suppliers. Wave 2 and 3 are currently in implementation with a strong emphasis on INA Group level procurement. 

Selected examples of our PSO effort:

· Significant reduction of mobile telephony costs 
· Reduction of catering costs in all business areas while keeping the quality of food
· Introduction of a Service Level Agreement (SLA) for technical and hygienic maintenance services
· Reduction of STSI – subcontractor costs
Dr. Berislav Gašo studied mechanical engineering at the Technical University of Munich and at the Massachusetts Institute of Technology. He also graduated economics and business administration at the University of St. Gallen and Harvard University. He holds MSc and PhD degrees. In 2005, he joined McKinsey & Company where he worked in the oil and gas industry in Western and Eastern Europe, Russia, Midle East and Asia supporting major oil companies on performance turnarounds, strategy and portfolio management, business planning, post-merger integration, cost cutting, front-line operational improvement, organizational change and process redesign. 
He joined INA in 2010 and is among other in charge for procurement, investments, and maintenance on INA Group level. He also manages Optina 2 and INA’s procurement spend optimization efforts.



























































































































� EBIT = Earnings before interest and taxes 





