Group Exercise — Assessing HSE management arrangements ” II .

Review the case study materials and use the POPMAR categories to note
down your answers to the following questions

1. What are the problems within BCY Petrochemicals’ HSE Management System
(SMS)? Are there any strengths to the SMS?

1. What should Mark Farroll do to address these problems?

Finally:

Prepare a short summary (one or two sentences) of the problems and solutions

Read the material and work in groups of three to briefly answer the
questions by making notes on the blank answer sheets that follow

Then we will work together to collect and discuss answers
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Group Exercise — Assessing HSE management arrangements ” II .

Background

BCY Petrochemicals is a small private company that builds and operates
refineries. They have two operational refineries and are in the process of building
one more.

BCY’s financial performance over the last 18 months has exceeded initial
expectations of financial analysts. During this period the company has recruited
aggressively pulling in a large number of managers from outside the industry into
functions such as marketing, finance and quality.

Despite BCY’s good performance, Mark Farroll, the Chief Executive, is worried
about the future of the company. Projections for growth are showing that there
are limited opportunities for expansion of revenues in their current geographic
area; in order to grow they need to attract partnerships with international
petrochemical companies.
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Group Exercise — Assessing HSE management arrangements ” II .

Mark is particularly worried about BCY’s HSE performance. Despite having
improved their HSE performance some years ago, Mark is frustrated that this
performance seems to have reached a plateau and is not improving. During
recent site visits Mark was struck by the feeling that his staff were “bored with
HSE” and did not seem to believe in HSE the way that Mark hoped. As a
consequence, Mark is trying to develop a plan to improve BCY’s HSE
performance and understand the underlying causes.

Over the course of a week he has spoken to a number of managers and staff in
BCY and collected a range of views / opinions and information. He is now
preparing his ideas for the forthcoming board meeting.
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Group Exercise — Assessing HSE management arrangements

BCY plc’s Management Structure

Chief Executive
Mark Farroll

Managing Director
Trevor Hall

]

[

[

[

[

Marketing Director

Personal Director

Financial Director

Plant Manager

Plant Manager

Plant Manager

HSE Manager
Alan Howard

Business Planning
Director Paul Scott Mike Poter Sue Jones Site 1 Site 2 Site 3
Bob Evans Don Stevens Paul Nichols Tim Mark
| l | | l
Quality Manager Business Strategy Operations Operations Operations
Fiona Doyle Manager Manager Manager Manager
Ben Boyd Terry Hill Phil Hardy Jonathan Dye

Arthur I Little

= Interviewed Positions

|

|

|

Shift Manager
Andy Park

Shift Manager

David Bowman|

Shift Manager
Ron Smith
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Group Exercise — Assessing HSE management arrangements ” II .

Discussion with Trevor Hall - Managing Director

Trevor is a chemical engineer by profession, recruited into BCY three years ago
to build the third refinery and grow the business.

Trevor outlines that HSE has always and will always be a key management issue
within BCY. Trevor understands the impact that a poor HSE performance could
have on his business. As a result, when BCY was preparing for its licence to
build and operate the new plant, Trevor was instrumental in raising the profile of
HSE issues and obtaining commitment to significant investment in HSE
management.

During the past five years, BCY has invested heavily in HSE. Apart from
particular capital projects, Trevor has made sure that funds were available to
improve the management systems used by BCY to manage HSE. Trevor
ensured the recruitment of Alan Howard, an HSE Manager to raise the profile of
HSE issues. Since then, Alan Howard has expanded his role and responsibilities
for HSE and Trevor believes his role has been essential to BCY’s good
performance.
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Group Exercise — Assessing HSE management arrangements ” II .

Discussion with Trevor Hall - Managing Director (continued)

Trevor also outlines that BCY is undergoing a large change initiative which
affects all their operations “Change for Excellence”, a programme which was
initiated 18 months ago and aims to give greater responsibility to staff. Trevor
believes that to improve corporate performance the answer lies in training his
staff, enhancing their skills and giving them the opportunity to make decisions
and control their particular part of the business.

Despite the significant investment over the past few years, improvement in HSE
seems to have stalled. At a recent conference on “HSE in the Petrochemical
Industry”, Trevor found that BCY’s performance was at best only about average
for the industry. For example, BCY’s accident rate is worse than the industry
average. Trevor is concerned that HSE does not appear to have been totally
absorbed into the way in which BCY operates. On a recent visit to the plants he
overheard some staff talking about HSE issues. They were complaining about
the forthcoming audit of their plant, not knowing how this would differ from the
one nine months ago and thought it would be another opportunity to be criticised
for getting a low score. Trevor also noticed that one or two HSE posters were in
poor repair or had been defaced.
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Group Exercise — Assessing HSE management arrangements ” II .

Discussion with Trevor Hall - Managing Director (continued)

Trevor’s concern is how to make HSE stick in his company. With Trevor’s
thoughts also on expansion and international partnerships, he feels it is essential
for BCY to be better than average at HSE. He sees a good HSE record as
easing any objections from the regulator to BCY acquiring a larger portfolio of
business.
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Group Exercise — Assessing HSE management arrangements ” II .

Discussion with Alan Howard — HSE Manager

Alan is an engineer by profession and was hired five years ago. Alan worked in
the nuclear industry before joining BCY. Alan is ambitious and keen to raise the
profile of HSE within the company. He views HSE as a very serious issue and
one which should be treated as a top priority with BCY.

Since joining BCY, Alan has been involved in many new HSE initiatives. When
BCY started to operate, it already had an HSE management system in place.
However, a lot of the standards and procedures used by the company were either
out of date or needed drafting. Alan’s initial task was to lead a working group to
review and update these documents. As a result, BCY has a well documented
HSE Management System. In order to help with these tasks, Alan hired an HSE
Policy Adviser and a Standards Manager [see Exhibit 1].

Alan’s next project was to build an audit function within BCY. Alan currently has
three auditors who travel around BCY auditing the plants. Alan agreed to
instigate a score-based auditing system and to ensure that the scores are
recorded and plotted to identify any trends.
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Group Exercise — Assessing HSE management arrangements ” II .

Discussion with Alan Howard - HSE Manager (continued)

Alan says that the audit system has been a great success, but indicates there is still a lot of
work to be done to keep up with the audit schedule. Currently, his audit team aims to audit
the important BCY processes twice a year.

Alan also indicates that much of his time has been taken up with updating and maintaining
BCY’s COMAH Safety Reports. As BCY has increased or changed some of its productions,
Alan has amended the Safety Reports. Alan expresses concern that this document needs
continual revision and maintenance and is currently proposing a new appointment to look at
this work.

Part of Alan’s responsibilities are to ensure that risk assessments are in place to cover
BCY’s activities. He finds that this workload is increasing a great deal and is working hard to
keep up-to-date with developments.

Last summer, BCY took part in a benchmarking study on HSE performance with other
petrochemical companies industries. This study was aimed at comparing BCY’s
performance with its peers [see Exhibit 2]. The study took six months as Alan had difficulty
gathering data in the relevant format. However, the results showed that BCY had improved
but was in the middle of the pack in terms of overall performance. Alan had applied for
further funds to repeat this study later this year, but funding had been refused [see Exhibits 3
and 4].
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Group Exercise — Assessing HSE management arrangements ” II .

Discussion with Alan Howard — HSE Manager (continued)
Alan was disappointed as he felt BCY had something to learn from this study.

Alan outlines that there is a well established process for reporting HSE issues
throughout the organisation. Every month each of the three plants holds an HSE
meeting which he attends. In these meetings each manager reports the number
of accidents and incidents as well as proactive measures such as number of
hazard inspections completed. He comments that HSE performance is still
inconsistent in some areas of the business and he feels it is important to keep
control on performance by turning up at these meetings. Alan comments that he
is extremely busy at the moment and feels his group is under-resourced. He has
compiled an HSE budget for the next financial year and estimates that he will
need another assistant if he is to implement the new initiatives.
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Group Exercise — Assessing HSE management arrangements ” II .

Discussion with Phil Hardy — Operations Manager

Phil’s focus is on plant operational issues. He is energetic and is credited within
the company for making some effective changes to the operation.

Phil sees HSE as an important issue for himself and his staff. He raises HSE as
a subject at all of his meetings and sees business benefits in “getting it right”. He
mentions that there is a lot of change going on in BCY at the moment. The
company is re-launching its quality initiative and it is taking a lot of Phil’s time at
the moment. This forms part of the “Change for Excellence” programme which
Trevor is aiming to introduce to BCY. Phil believes that this programme is vital to
their success and is keen to “empower” his staff as much as possible.

Phil is concerned that HSE is in danger of losing some of its momentum.
Improvements have been made but Phil acknowledges that it is hard to achieve
further benefits. Over the last few months there have been a variety of HSE
issues which have taken up a lot of management time. The benchmarking study
required Phil to rework a lot of HSE data and he was unclear how much value
was gained from the study. Phil is also concerned that there seems to be a
growing amount of work to be done on HSE which appears to be administrative
and of limited real value. Phil has an HSE responsibility statement but this falls
outside his personal objectives.
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Group Exercise — Assessing HSE management arrangements ” II .

Discussions with Paul Nichols — Plant Manager

Paul has worked in the chemical industry for15 years. Paul is the Plant Manager
for one of the largest of BCY’s refineries. He understands that the business
needs to change if it is to grow and is generally supportive of the proposal being
put forward by senior management.

Paul highlights that the profile of HSE seems to have fallen away a little over
recent months. Paul comments that there has been a lot of “paper” in his in-tray
on HSE including a set of reissued standards and procedures. He admits that he
is now selective about what he reads on HSE whereas before he used to make
sure he read everything.

Paul mentions that 18 months ago BCY introduced performance related pay.
Since then he has noticed that staff pay far more attention to their objectives and
responsibilities.

Paul was disappointed with the recent audits conducted by the HSE group. One
area of his plant received a score which was lower than last year. Paul thought
this was due to the inconsistent approach taken by the auditors, but he said it
was very demoralising after the continued effort they had put in at the plant.
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Group Exercise — Assessing HSE management arrangements ” II .

Discussions with Paul Nichols — Plant Manager (continued)

Paul also mentioned that the HSE meetings are never attended by the Managing
Director. Two years ago he remembers regular visits to the plant by Trevor Hall,
but has not seen him for quite a while.

Paul provides a copy of his Job Description, including the HSE responsibilities
related to it. He thinks the process of identifying the individual responsibilities
was useful but is concerned people only pay lip service to the content [see
Exhibit 5].
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Group Exercise — Assessing HSE management arrangements ” II .

Discussions with Shift Manager — David Bowman

Like Paul, David expressed concern that HSE seems to be “coming off the boil”.
David was keen to get his operators involved in the process of improving the HSE
performance of the plant. However, he remembers a couple of suggestions that
had been made by his operators to improve processes but they were not taken
forward. David also mentions that there is a lot of information which has to be
provided to the HSE Manager on HSE performance, each month, which takes up
a lot of his time.
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Group Exercise — Assessing HSE management arrangements ” II .

Discussions with Personnel Director — Mike Porter

Mike outlines that 18 months ago BCY introduced performance related pay to its
business. This was to recognise the importance of individual performance and to
help build up a feeling of empowerment for the employees. Over the past six
years a lot of progress had been made on ensuring breadth of skills and multi-
tasking. Mike saw performance-related pay as important to furthering these
developments. Each individual is given a set of objectives against which their
individual performance is measured annually.

Mike says he is also working on ways to encourage teamwork within the business
and is planning a series of management workshops.
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Group Exercise — Assessing HSE management arrangements

Exhibit 1: BCY’s HSE Organisation

HSE Manager
Alan Howard

Arthur I} Little
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Group Exercise — Assessing HSE management arrangements

Exhibit 2: BCY’s lost time accident performance vs. benchmark

Employee
Lost

Time
Accidents /
100,000 hours
worked

A
0.7 X
0.6 |X x X X
0.5 ©

o) o)
0.4 ©

o}
0.3 ©
0.2
0.1
>

93 94 95 96 97 98

o Industry Average
—X—X—X— BCY Performance

Arthur P Little
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Group Exercise — Assessing HSE management arrangements

Exhibit 3: BCY’s HSE Budget

500
400
300
200
100

Arthur P Little

175

275

330 335

456

515

‘99

‘00

‘01 ‘02

‘03

‘04

* Covers salaries for
HSE Group and
budget for consultancy
service agreements,
training, etc.
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Group Exercise — Assessing HSE management arrangements

Exhibit 4: Extract from BCY Consolidated Profit and Loss Account for Year

Ended 31 March 2004

Revenue from operations
Total Revenue

Operating costs
Operating profit from operations

Profit on sale of fixed assets

Profit on ordinary activities before interest
Interest

Profit on ordinary activities before taxation
Taxation

Profit for financial year attributable to shareholders
Dividends

Retained profit for the financial year

Earning per share

0035/4

898

(830)

68

68
(46)

22
(2)

20
(10)

10

47.0p

752
(728)

24

24

48
(33)

15
(4)

11
(4)

27.0p

Arthur P Little
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Group Exercise — Assessing HSE management arrangements

Exhibit 5: Examples of HSE responsibilities from the Job Description - Operations Manager

The Operations Manager is specifically responsible for: (need to reproduce and change safety with HSE)

1.

Information
— ensuring that statutory standards are disseminated.

— ensuring that corporate safety and technical standards and
procedures are formulated, disseminated and reviewed as
necessary.

Safe Systems of Work

— ensuring that systems of work are developed, maintained and
reviewed so that the personal safety and health of staff is
safeguarded and hazards are prevented to other staff,
customers, contractors, visitors and the general public.

Buildings, Plant, Equipment and Software Systems

— ensuring that buildings, plant and equipment are registered and
inspection and maintenance programmes established.

Protective Equipment

— ensuring that a system is in place to identify and provide
protective equipment and clothing and that arrangements exist
to provide training and ensure use as required.

Fire and Security

— ensuring that systems for fire prevention and control are
implemented.

— ensuring that systems for security are in place.

Human Resources

— ensuring that systems are in place so that the required safety
training is specified and provided to enable individuals to carry
out their duties.

Arthur I} Little

1.

12.

Communication on Safety Matters

— ensuring that systems are in place for formal and informal
communications on safety.

— participating in formal and informal communications on safety.

Contractors and Visitors
— ensuring that systems are in place for contractors to work safely.

Design and Project Management

— ensuring that procedures are in place to ensure the safety aspects
of design, procurement and commissioning of plant, equipment
and structures.

Accident Reporting and Investigation

— ensuring that a system is in place for the reporting and
investigation of all incidents with a potential for danger and of all
accidents.

Safety Inspections

— ensuring that safety inspection programmes are formulated and
carried out.

Safety Performance Monitoring

— monitoring safety performance and taking appropriate action.

— ensuring that a system of independent audit of safety practices
and procedures is maintained, the results are regularly reviewed
and are acted upon according to considered priorities.
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Group Exercise — Assessing HSE management arrangements

Exhibit 5: Examples of HSE responsibilities from the Job Description - Plant Manager

The Plant Manager is specifically responsible for: (need to reproduce and change safety with HSE)

1.

Information

ensuring that systems are in place for disseminating statutory
standards.

ensuring that corporate operating standards and procedures are
formulated, disseminated and reviewed as necessary.

Safe Systems of Work

ensuring that safety systems of work are developed, maintained and
reviewed so that the personal safety and health of staff is
safeguarded and hazards are prevented to other staff, customers,
contractors, visitors and the general public.

Buildings, Plant, Equipment and Software Systems

Protective Equipment

ensuring that a system is in place to identify and provide protective
equipment and clothing and that arrangements exist to provide
training and ensure use as required.

Fire and Security

ensuring that systems for fire prevention, control and recovery are in
place and are subject to exercise.

leading the Liaison Group with Fire Services Department on
prevention, control and incident recovery.

ensuring that systems for security are in place and that procedures
for crowd control are agreed, reviewed and disseminated.

Human Resources

ensuring that systems are in place so that required safety training is
specified and provided to enable staff to carry out their duties.
ensuring that safety training requirements for new technologies or
systems of work are identified and implemented.

specifying and reviewing recruitment criteria to meet the need for safe
operation.

Arthur I} Little

7.

10.

11.

12.

Communication on Safety Matters
— participating in formal and informal communications on safety.

Contractors and Visitors
— ensuring systems are in place for contractors to work safely.

Design and Project Management

— ensuring a system for the inputting of safety requirements into
projects associated with the operating the plant.

Accident Reporting and Investigation

— ensuring that a system is in place for the reporting and
investigation of all incidents with a potential for danger and of all
accidents.

— ensuring that a system is in place to meet statutory reporting,
inspection and investigation requirements.

Safety Inspections

— ensuring that safety inspection programmes are formulated and
carried out.

— conducting a programme of safety inspection.

Safety Performance Monitoring

— ensuring a system is in place for monitoring safety performance
and taking appropriate action.

— ensuring that a system of control is maintained that will currently
monitor safety performance, will take action as necessary and will
report.

— ensuring participation in a system of independent audit of safety
practices and procedures and ensuring implementation of
corrective action as required.
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