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1 The Need for Cost Control Transparency and Efficiency in Industrial Companies

In the volatile commodities market, industrial, mining and metals Improving cost management systems helps businesses
businesses face significant price pressures driven by the handle commodity price volatility, identify savings, and use
cyclicality of metal prices and global trade policies, such as the resources more efficiently. Companies with strong cost

recent U.S. tariffs on steel and aluminum imports, as shown in management practices often have real-time cost visibility across
Figure 1. These fluctuations challenge financial stability, requiring all levels, enabling quick decisions and fast responses to market
companies to adopt robust cost management strategies. changes. When employees are financially aware and accountable,

they contribute valuable cost-saving ideas. This fosters a cost-
conscious culture, which is essential for staying competitive and
maintaining financial stability over the long term.

Commodity prices have been trending downwards in recent years, caused by a gap
in global supply and demand
Commodity Price Index

Monthly indices based on nominal US dollars where January 2019=100;
Base Metals: Aluminum, Copper, Lead, Nickel, Tin, Zinc; Fertilizers: Natural Phosphate Rock, Phosphate, Potassium, Urea
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Figure 1: Commaodity prices and indices over the last six years
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2 The Cost Management Process

An effective cost management process, depicted in Figure 2, is a A continuous pipeline of cost-saving ideas is generated through
structured, firm-wide approach which begins with creating these reviews, while employees are regularly trained to build the
standardized, bottom-up budgets and forecasts to ensure necessary skills for effective cost management.

accurate planning. It then focuses on capturing real-time cost
data and conducting regular cost reviews of actual versus
budgeted costs.

An effective cost management process contains four core phases

CONTROL

e COST SAVINGS 4 CAPABILITIES

Reviews
(Meetings &
Reporting)

Capturing
LGEL

Generating

Budgetin Forecastin
geting 9 Ideas

Standardised, Continuously Accurate, timely Regular, data- Continuous pipeline All levels across the

validated bottom- updated bottom-up and complete cost driven Cost Review of cost organisation are

up budgets across  forecasts that build data, accessible to  meetings with a improvement ideas regularly trained and

the organisation, on the budget, the organisation at  standard cascade generated with the upskilled in the

linked to activities accurately reflect all times and used across the help of Cost Review necessary cost

and used in Cost foreseeable cost- in Cost Review organisation, using meetings control competencies,

Review meetings generating meetings and single source of through standardised

and reporting activities, and are reporting truth cost reporting competency matrices
used in Reviews and training programs

Figure 2: Overview of the cost management process

3 Challenges in Planning: Budgeting Issues
That Weaken Cost Control

In A&M'’s experience, industrial companies often face budgeting
challenges that undermine cost control and financial performance:

= Top-down Budgeting Approaches:
Budgets are often set by applying an inflation factor to last
year’s figures or rolling forward current actuals, leading to
overestimated budgets that lack operational precision.

= No Single Source of Truth:
Different budget versions exist across teams, leading to
conflicting cost performance insights and misaligned
decision-making.

= Misaligned Cost Structures:
Organizational and accounting frameworks often fail to
reflect real cost-generating activities, preventing accurate
cost attribution and accountability.

Based on our experience and industry best practices,

implementing activity-based budgeting is an effective solution to
address these challenges.

OPTIMIZING COST CONTROL IN THE INDUSTRIAL SECTOR



4 Best Practice Approach: Activity-Based Budgeting

Budgeting challenges — lack of a single source of truth and
misaligned cost structures — often stem from an over-reliance on
traditional, top-down approaches. Activity-Based Budgeting
effectively addresses these challenges by directly linking budgets
to the activities required for efficient operations. Instead of relying
on historical costs or broad estimates, Activity-Based Budgeting
sets target costs by defining the specific activities, frequencies
and resources needed to achieve operational goals. This
structured, bottom-up approach creates a single source of truth,
strengthening cost control and enabling more precise financial
decision-making.

As such, Activity-Based Budgeting enhances the entire cost
management process. Forecasting becomes a straightforward
update — teams confirm and adjust upcoming activities based on
operational needs, ensuring forecasts remain dynamic and
realistic. Cost reviews become more data-driven, as Activity-
Based Budgeting enables both high-level performance tracking
and granular analysis of overspending at the activity level. With full
visibility into cost drivers, teams can proactively generate cost-
saving ideas, supporting a culture of continuous improvement.

By embedding Activity-Based Budgeting into the cost
management cycle, organizations enhance financial discipline,
drive accountability and enable fact-based decision-making at
every level.

Activity-Based Budgeting enables accurate and strategic cost management

BEST PRACTICE APPROACH:

COST REVIEW BASED ON
ACTIVITY-BASED-BUDGET

Review

Vs

— Actual Cost

Figure 3: Activity-Based Budgeting as an enabler for effective cost reviews

Price per Activity

Example:

List of Activities Valve maintenance

Required Activities

Example:
Every 30 days

Frequency

Example:

Resources Used Valve spare kits, personnel

Example:

Price of Resources $600 per spare kit, $300/h of pers.
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How Activity-Based Budgeting fits into the cost management process

Reviews

Templates Budgetin Forecastin
P B g (Meetings & Reporting)

« Activities with frequencies + Review frequency and unit + |Update / confirm activities + Use cost visibility platform

for consumables prices list for the upcoming month to identify overspend

‘ : : - : : g [+ r

= Services with physicals for * Update with production + Review activities by ategories

contracted services plan, maintenance strategy, department * Collect actual activities and

- - I \.H. 3 3 -

Overtime and seasonality prices for the past month

accommodation based on + Review activities by + Conduct Root-Cause

real needs (FTEs, public department Analysis (RCA)

holidays)

+» (Generate ideas

Figure 4: Visualization of Activity-Based Budgeting through the cost management process

5 Challenges in Cost Reviews

In A&M’s experience, industrial companies typically face several key cost control challenges:

= Lack of Standardized Cost Reviews: No unified process for cost reviews leads to inconsistent and inefficient practices,
ultimately contributing to poor engagement from middle management, who are directly accountable for the performance of the
cost centers.

= Data Transparency Issues: Inconsistent, poorly formatted reports make it hard to track costs, identify savings, and allocate
resources effectively.

= Delayed Reporting: Multiple disconnected data sources and slow financial adjustments cause reporting delays, hindering timely
decisions.

= Limited Cost Ownership: Poor engagement across teams results in inaccurate data and weak accountability.

= Low Financial Awareness: Teams often lack the knowledge and easy-to-use tools to support cost management or suggest
savings opportunities.

Based on our experience and industry best practices, implementing robust cost control tools, standardized processes and structured
training programs are effective solutions to address these gaps in cost control.

6 Implementing Effective Cost Review Measures

To enhance cost control, organizations can implement proven
solutions that ultimately lead to better cost analysis, improved
decision-making, and stronger financial outcomes. One of the key
measures is to deploy a real-time, user-friendly cost reporting
dashboard to consolidate data, increase transparency, and
support informed decision-making. Second, establishing a
structured cost review meeting framework ensures systematic
communication, accountability, and prompt resolution of cost
issues. Finally, extensive training programs are essential to build
financial awareness and empower employees to contribute to
cost-saving initiatives.

OPTIMIZING COST CONTROL IN THE INDUSTRIAL SECTOR



Effective cost control solutions

REAL-TIME COST ENTERPRISE-WIDE COST COST CAPABILITY-
VISIBILITY PLATFORM GOVERNANCE FRAMEWORK BUILDING PROGRAM

ol

Figure 5: Overview of effective cost control solutions
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Developing a real-time cost visualization platform

To implement a successful cost reporting solution, the focus
should be on creating a single, accurate, and user-friendly source
of truth and achieve its widespread use in the organization. This
can be done by developing a cost-management platform, such as
a dashboard, to integrate multiple cost databases into intuitive,
real-time visualizations. Collaboration with key stakeholders during
the development ensures the dashboard reflects relevant data,
such as costs, budgets, and forecasts, while offering a

i
1

streamlined and customized view for efficient analysis. Moreover,
regular user feedback refines accuracy and usability, supported
by periodic checkpoints with representatives across
organizational levels. To ensure sustainability, appointing
dashboard superusers early, conducting training sessions, and
providing a detailed manual empower users to fully utilize and
maintain the dashboard, ensuring long-term efficiency

and transparency.

To implement a successful cost
reporting solution, the focus should be
on creating a single, accurate, and user-
friendly source of truth and achieve its
widespread use in the organization.




The cost visibility platform should offer a streamlined and customized view across
the organization for efficient analysis and decision-making

BEST PRACTICE COST VISIBILITY PLATFORM STRUCTURE

For Leadership
Top categories of over- and underspend against budget and/or forecast

Example format: Heatmap by month and year

For Middle Management
Summarized spend against budget and/or forecast, by category and area/department

Example format: Column/bar/speedometer charts by day, month and year

For Frontline Management
Transactional details at the Purchase Order and Work Order level

Example format: Table with drilldown to transaction details

Figure 6: Summary of best practice cost visibility platform structure

Enterprise-wide cost review meetings

One of the key tools to ensure transparency and facilitate cost- can then be launched, supported by a dedicated team for

related decision-making are standardized cost-review meetings. facilitation. One of the results of the meetings are cost-saving

To improve them, organizations should establish a structured ideas, extracted through root-cause analysis from the cost
meeting cascade with clear data flows, agendas and templates. reporting data. Regular assessments and personalized coaching
This begins with assessing the current meeting structure, ensure continuous improvement, while a meeting effectiveness
including frequency, participants, and reporting materials, to tracker helps maintain accountability and address capability gaps.

identify gaps and areas for improvement. A pilot meeting cascade

OPTIMIZING COST CONTROL IN THE INDUSTRIAL SECTOR



Cost Review
Initiated

oot N i dForecest S | Acal Sl Prior to Cost Review Meetings

Collect and
_____ Analyze Data

Cost Control and Operations teams review actual
Variance Analysis g __| :mg::res vs. planned budgets to identify cost

Conductinternal Prior to Cost Review Meetings

Workshops Department leads identify justifications for
Variance List of Corrective List of Cost (= variances and brainstorm cost optimization and
Justification 1 Actions [~~1 Reductionldeas [ --- corrective actions via team sessions.

Week1&3
Prepare Meeting
Meeting Overview ! Materials Contributors prepare summary documents and
Report (- analysis templates at least 24 hours before
scheduled reviews.

Action Tracker  |__ Idea Tracker S

Week1&3
Meeting owners facilitate cost review sessions
covering:

\ «  Week 1: Performance from prior month and
i current forecast.

Conduct Cost
Review Meeting

«  Week 3: Year-to-date actuals, updated forecast,
and cost-saving opportunities.

Week1&3

Meeting Cascade

Complete Meeting
Facilitators assess meeting effectiveness using a
Efficiency Review review tracker to highlight improvement areas.

Meeting Efficiency
Tracker ===

Week1&3

Teams carry out agreed corrective measures and
cost-saving ideas captured during meetings.

Implement
Resulting Actions

A multi-level meeting cascade enables cost reviews to provide actionable data upward and
strategic direction downward across the organization.

_____________________________________________ J
Figure 7: Example cost review meeting cascade

Cost-Capability Building program
To build robust and sustainable cost capabilities, organizations training plan ensures consistent learning for new and existing
should focus on three key areas: establishing a cost competency employees, supported by a handover of materials to internal
framework, delivering targeted training and creating a trainers and HR for long-term implementation. Additionally, an
standardized training plan. The competency framework identifies end-to-end cost control guideline should be developed to provide
the skills needed for cost management at all levels, while clear methodologies and tools for effective cost management,
training—both formal and on-the-job —addresses gaps in areas ensuring consistency, accountability, and transparency across all
like cost review meetings and dashboard usage. A structured cost-related activities.
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A&M'’s proven approach — including
implementation of Activity-Based
Budgeting, digitalization of cost
control systems, setting enterprise-
wide cost management frameworks
and targeted training — enables
organizations to embrace
sustainable cost control practices.

bl

7 Conclusion

Given the current challenges, such as volatile prices and potential tariffs, building a strong cost culture in the industrial sector
is no longer optional — it is a strategic necessity. By implementing best practice Activity-Based Budgeting and cost-visibility
platforms, fostering financial transparency through cost review meetings and investing in capacity building, companies can
achieve significant cost savings, improve decision-making, and drive long-term financial stability.

A&M’s proven approach — including implementation of Activity-Based Budgeting, digitalization of cost control systems, setting
enterprise-wide cost management frameworks and targeted training — enables organizations to embrace sustainable cost control
practices. As the industry evolves, those who proactively enhance their cost management capabilities will be best positioned to navigate
volatility, attract investment, and achieve operational excellence.

Key actions typically taken to foster a culture of cost transparency and ownership include:
= Implementing best practice Activity-Based Budgeting.
= Designing and rolling out a comprehensive dashboard for real-time cost reporting.
= Establishing a cascading cost review meeting structure.

= Conducting training programs to enhance cost-control capabilities.

OPTIMIZING COST CONTROL IN THE INDUSTRIAL SECTOR
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Results typically achieved:
= Increased user engagement with cost analysis and decision-making tools — in A&M’s experience, adoption can grow from just
20% of management being cost-aware to over 80% actively using cost data.
= Improved financial transparency through regular cost review meetings.

= Generation of cost-saving ideas with significant potential for cost avoidance. In A&M'’s experience, these cost-savings can help
reduce operating expenses by up to 20%.

= Long-term sustainability through training, coaching and comprehensive cost-control guidelines.

How A&M Can Help

With a regional and global footprint, the A&M INFRA team has over 20 years of combined experience in industries such as
power, oil and gas, transportation, real estate and others.

Our service offering features dedicated resources on the ground, supported by a team that can quickly assess project information
utilizing proprietary technology. An overview of our solutions is highlighted below:

Cost-saving ideas

Planning @ Review

» Standardised, validated budgets » Accurate, timely and complete cost » Continuous pipeline of cost
§ and cost forecasts across the data, used in Cost Review meetings improvement ideas generated with
= organisation, linked to activities that « Regular, data-driven Cost Review the help of Cost Review meetings
£ accurately reflect foreseeable cost- L -
a i aetvities andicedin meetings with a standard cascade * Root-cause-analysis to find out the
§ g Ag ) = . across the organisation, using single ultimate reasons for deviations
o Cost Review meetings and reporting source of truth cost reporting
b 4 h 4 = v

» 1. Budgeting exercise 2. Cost control exercise 3. Cost-saving implementation

[}

o .

e+ Develop bottom-up budgeting = Impleinont a struclured cost Toview + Implement clear processes for cost-
3 instead of relying only on historical process with enhanced information saving ideas generation

= data flow

o : . aavinn| it
< * Increase forecasting accuracy of + Provide real-time financial insights via Srgoln st S e

coste and/cach oltflows a cost management dashboard prioritization, selection and monitoring
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I N F RA Founded in 1983, Alvarez & Marsal is a leading global professional services firm.
Renowned for its leadership, action and results, Alvarez & Marsal provides
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0 AR O ALY advisory, business performance improvement and turnaround management
services, delivering practical solutions to address clients' unique challenges. With
a world-wide network of experienced operators, world-class consultants, former
regulators and industry authorities, Alvarez & Marsal helps corporates, boards,

Follow A&M on: private equity firms, law firms and government agencies drive transformation,

... mitigate risk and unlock value at every stage of growth.

To learn more, visit: AlvarezandMarsal.com
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