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Global supply chains challenges

Warehouse consolidations, improve flexibility & control net working capital through oursourcing

Market challenges Supply Chains response

The financial crisis and a

more demanding customer «  Consolidation in regional
have significant implications network structures

on the supply chains ...

 Enhance supply chains

... Increase balancing on flexibility & agility

costs versus customer

service * Apply stringent risk OUTSOURCING
management

Cost leadership
VS.

Quality reliability
VS.

Aqility and speed

e Control net working
capital / inventory value
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Logistics outsourcing

Main outsourcing drivers are costs & customer service

/- focus core activities \  decreased fixed costs
» access new markets » reduced operational costs
« access int. networks * reduction fixed assets
« business growth Strategic > 30% * reduction inventory costs
* improved mgt.

\- shared risks ) Issues >60%

{} Costs

reduction
Perormance
improvement

Kshorter lead-times \ Neeass o)
* on time deliveries
» reduced complexity IESOUNGES
* improved order accuracy
* shorter order to cash cycle ’. access to external expertise h
* improved velocity to « access to advanced tools & systems
Qhange ) » access to new technology
» access to modern facilities
= access to up-to-date equipment y

.

Source: LogXpert & VIL benchmark
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Supply chains costs

Since 2008 logistics costs have increased despite industry efforts on logistics optimization

14.0%

12.0% -
10.0% -

8.0%
6.0%
4.0%
2.0%
0.0%

Logistics Costs /CoGS (%)

12.1%
1.3%

2.5% 8.6%

1987 1993

1998 2003 2008

MW Transport m Handling

Inventory = Administration

Source: ELA 2008
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' Lodtma Supply Chains Collaboration

Groenewout Consultants -
Geneva, March 30, 2011 Stages of Capablllty
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Logistics collaboration

The next frontier to achieve further logistics efficiency & customer service

1. Why collaboration:

- No further value available to top tier companies without exploring
collaboration

- Technology has put more complex collaboration in reach

2. Collaborative Logistics:

- The key to collaborative logistics lies in identifying and reducing all
(hidden) logistics costs and assets that all entities within a supply chain
bear but do not control individually

3. Shipper collaboration:

- Shipper working together to identify opportunities to reduce costs,
Improve service and provide tangible value for both organizations
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Stages of capability

Path of growth for logistics collaboration

across
supply chains

within one
supply chain

between
business
functions

within
business
function

Integration of business functions

alignment optimization integration alliance networks

stages of operational capability
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Stages of capability

Stage 1 — functional focus

across
supply chains
wn
c
o
5 within one
— supply chain
-
(V-
wn
wn
GC) « Discrete sc
(% bet\_/veen gz)?:zenizifeﬁ data
> business flows
©  functions
HC_) * Resources
- managed at

g ~ department level
= N
o> \/ """"""" “

within . - APS
L pusiness | functional 3
[= FOCUS \ .  -work flow management

alignment optimization integration alliance networks

stages of operational capability
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Stages of capability

Stage 2 — internal integration

across
supply chains
n
c
o
5 within one
c supply chain « Company wide
E process &
7)) continuously
2. — — measured data
) -
§= ~
n between N * Resources
B business N managed at both
- functions \ functional and
o _ . cross-functional
c internal / level
O : R N e U
= Integration \ T
s N T Matri izations / SCO ™
S within '/ \ -~ - Matrix organizations ’,
2 business \ ", - S&OP K
C ‘.0. - “‘
= | - Global sourcing ..~
/ T
alignment optimization integration alliance networks

stages of operational capability
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Stages of capability

Stage 3 — external integration

aCross * Strategic partners
supply chains|__ throughout the
) _— global supply
C ~ chains to
o ~ ~ collaborate to:
5 within one N /
% supply chain N o Joint business
Y— N objective & action
1)) N plans
$ N\ o Enforce common
c \ process & data
‘o between sharing
3 pusiness external » Define, monitor
— unctions intearation \ and react to
o 9 \| performance
c , metrics
o N ooreree e ——_—_
= 1o _hneyltadort o e P e
S N N e T
S within > ~" - EDI, VMI, CRP, ECR, .. g
Fé business -, - Single supply chains
- .. ....... \ ““““ ’
alignment optimization integration alliance networks

stages of operational capability
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Stages of capability

Stage 4 — cross collaboration network

EEEEEEENERN
--Il"“"-" "'l--......
) LR ]
wsr® "ra,
. »
. 1]
. 1]
. 1]
. [
Ry e
.

across .
supply chains ~" - CPFR *| « Establish a full
B % collaborative
~, - across multiple supply chalns " supply chains
e TR strategy:
withinone e e
Su I Chain lllllllllllllllllllllllllllllll
PPy / o Aligns
cross-network participating
. companies’
collaboration bUSINESS
/ objectives and
between associated
business processes
functions

o Results in real-
time planning,
, decision making
and execution of

supply chains

e responses to
within '/ P

busi customer
usiness requirements

Integration of business functions

P

alignment optimization integration alliance networks

stages of operational capability
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Logistics collaboration

As one illustration we focus on our experiences with transport sharing

Knowledge sharing Experience sharing
« Create platforms on logistics « Select vendors based on
approach (e.g. Lean SixSigma) experience in FMCG / with
e Share information on legal validation
ISsues per country  If possible, purchase equipment
/ systems based on validated
status

Facility sharing Transport sharing
« Share (temperature controlled) Share (temperature controlled)
storage areas transportation
» Share storage facilities (also for Combine direct distribution
postponement, Value added transport
etc.)
s *GROENEWOUT-
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Transport sharing

Collaboration initiatives show up to 20% savings

Transport pooling: consists of grouping together flows (order processes,
storage, handling, inbound transport, and mainly outbound deliveries)
from several manufacturers who have compatible finished goods
intended for the same distribution networks,
with shared points of departure and receipt.

LN Northern France
il /T

G : ee
Zoed J @GlaxoSm[thKline
COLGATE-PALMOLIVE COMPANY 7,;_ /“
The Netherlands

&2 Kimberly-Clark  1.EVER FABERGE

L <>
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Transport sharing

Next to costs reduction, improve customer service and reduce inventory

Transport pooling: consists of grouping together flows (order processes,
storage, handling, inbound transport, and mainly outbound deliveries)
from several manufacturers who have compatible finished goods
intended for the same distribution networks,
with shared points of departure and receipt.

* Improving delivery
frequencies

* Increase reliability
through risk
sharing

Logistics Costs Working Capital

Economies-of-
scale warehouse

Truck utilization
rate improves
(costs &
environment)

Reduction of
inventory through
acceleration of
flows throughout
the supply chains
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Transport sharing

It's a win-win situation for all stakeholders

Industry 3PLs

* Operational savings * Increased assets utilization

* Reduction of supply chains * Predictable efficiencies
assets

 Committed capacity
* Risk pooling

Customers Environment

* Improved customer service  Reduced road congestion

* Visibility in inbound « Optimization of available
landplots

* Reduction of the CO2 footprint
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Groenewout Consultants s e
Geneva, March 30, 2011 Industry initiatives

S *GROENEWOUT-

LogilPharm:
Europe Page 18 CONSULTANTS & ENGINEERS




Logistics optimization in pharma

Level of logistics outsourcing is significantly below other industry averages

Proportion of respondents with
European or Global logistics contracts

Pharma

Consumer

Retalil

Automotive

Hi-tech

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Source: Datamonitor
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Supply chains costs

Pharma has lowest ratio logistics costs/CoGs, but there is opportunity for improvement

Logistics costs / CoGS (%) 2008

others

consumer goods

chemicals |

automotive S :
retall IS8 :
: [
pharmaceuticals — |
0.0% 2.0% 4.0% 6.0% : 8.0% 10.0%
Industry avg.
7.3%
Source: ELA 2008
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Stages of capability

Healthcare industry lags behind other industries on logistics collaboration initiatives

across
supply chains

8 supply chain N el
e T T bk LT U T PR L
= - .. cross-network
0 - % .
8 — — ] High-Tech :collaboration
c | e e, FMCG N
‘th  between e (
> business i Healthcare : external
9 functions Y . . \
IS s o integration

— ~ internal
S ~_ . L \
= \\lntegratlon \ \
D within . )/ """"""""" \ \
L pusiness | functional- Cermicals
< focus *. Chemicals ‘ \

/ , ................ ; |

alignment optimization integration alliance networks
stages of operational capability
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Pharma supply chains challenges

Respond to these challenges through outsourcing and one step further logistics collaboration

* Increasing convergence in the sector, with further integration between drugs, devices
and diagnostics;

* Increasing use of information technology to accelerate drug discovery, streamline
clinical development and drive down costs;

* Pressure on national healthcare budgets leads to a greater focus on costs

* Increased need for temperature control and tracking of products demands more
complex and higher risk supply chains

« Alternative routes to market require specialised supply chains:
 Home delivery of drugs and consumables
« Direct to Pharmacy and Direct to Hospital initiatives
* Role of supermarkets and private hospitals in supply chain

I

The growing trend by big pharma businesses towards
outsourcing, partnering and corporate venturing
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I Groenewout Supply Chains Collaboration

October 27, 2010 . .
Rotterdam, NL Implementation/modeling or how to share the cake
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Implementation / modeling

Example casus

Pallets per
Partner/Address
b .2.000
.. B P
2 [
s
<
e @.
=t
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Implementation / modeling

Example casus

TS

Customer Locations
Distance from DC, in KM
® 0-25
® 26-50
® 51-75 P
®
[

L
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101 - 150 r ﬁttga“’
e @
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i @
301 -400 - ® s
e '&’
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Implementation / modeling
Example casus
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Implementation / modeling

Profit allocation

Profit sharing Methodology Pros / Cons
principle
Divides profit equally among
Total Profit (€) participating shippers...
Equal share Number of Partners

... Not considering the contribution
differences

Proportionally

Stand Alone Costs

% Total Profit (€)
Total costs

Most commonly used solution, easy to
compute & understand...

... awarding the same relative savings
not considering the contribution
differences

Shapley value

Average marginal contribution to the
grand coalition, adding one member
at a time

Considers the individual contribution
per shipper as an absolute €...

... although not taking into account
the impact on the relative cost savings

Weighted Relative
Savings Model
(WRSM)

Average marginal contribution to the
grand coalition, adding one member
atatime ..

.. and all participants have a similar
relative profit

Considers the individual contribution
per shipper ...

... while making the (weighted)
relative savings as similar as possible



Implementation / modeling
Screen shots — input settings

Home Insert Page Layout Formulas Data Review View Developer

Shipment data

G:\ALGDATA\Collabration\Data files\Shipments P1.xlsx
G:\ALGDATA\Collabration\Data files\Shipments P2.xIsx
G:\ALGDATA\Collabration\Data files\Shipments P3.xlsx

Costs
596.635
342.279
345517

0

Address matchi
building
street
zipcode
city

Add

harmonize
drop
frequency

OO0 ®0

Dme es (for bundling CO; Emissions

Address matchil Road transpg
Pallets ® 0,5
Weight, kg| O 50
Volume, m3 O 0,5

‘ ‘ ﬁ.:' ¥lM” " )—'ﬁ'él‘

rate table G:\ALGDATA\Collabration\Data files\UK Rates.xlsx
cost function

QOutput . Cost Functions -

TS

@ M 100% &
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Implementation / modeling

Screen shots — input data

~

¢ | For | Dat | Rev {
/ f J }

1000000001 ' 06-dec-07 900332980
1000000009 27-nov-07 900970421
1000000009 ' 29-nov-07 900973876 0,45 BB
1000000009 ' 27-dec-07 901008878 0,34 BB
1000000009 23-jan-08 901032076 0,18 BB
1000000009  01-feb-08 901041459 0,22 B8
1000000003 22-feb-08 501058310 0,25 88
1000000003 13-mrt-08 901076796 0,18 Bg
1000000009 17-mrt-08 301079614 0,56 Bg
1000000003 ' 18-apr-08 301107975 0,05 gg
1000000009 24-apr-08 901112281 0,23 gg
1000000009 23-mei-08'901137870 0,11 gg
1000000003 | 09-jun-08 901152219 0,23 88
1000000009 ' 27-jun-08 501169611 0,34 B8
1000000003 10-jul-08 501151347 0,23 88
1000000005 ' 07-aug-08 501206743 0,3 88
1000000009 | 15-sep-08 50124092, 0,22 B8
1000000003 ' 05-okt-08 501262072 0,23 B
1000000009 25-0kt-08 301284450 0,22 8g
1000000013 | 06-nov-07 300945794 0,31 88
nov-07 30096 7040 0,33 88

dec-07 500982970 0,59 Bg
0,37 88

[=]

o Xx

| For | 11.'”’:‘ P:-«, v i@ -
Collaboration Pa

<<

Selected Deliveries P2, see query
11 >>>> Sorted by ShipTo Pt, deldat and Delivery <<<< !
[ustomerad] deldat | pelivery |Paliets| TAR ZONE,
0,23 PR

0,45 BB

1000000005 26-aug-08:901221363
1000000009 M—nov-07’900948853
1000000009 | 14-nov-07 900955441 0,9 BB
1000000009 | 21-nov-07 900963803 0,23 BB
1000000009 | 27-nov-07900970421 0,23 8B
1000000009 | 06-dec-07 900932937 0,69 B8
1000000009 | 11-dec-07300988236 1,58 B8
1000000009 | 17.dec-07 900995833 0,23 88
1000000009 | 21-dec-07901003318 0,11 Bg
1000000003 | 27-dec-07 901008878 0,23 g
1000000009 | 01-feb-08 901041459 0,23 gg
1000000009 29-feb-08 901065528 0,56 Bg
1000000009 | 13-mrt-08 301075796 0,68 BB
1000000009 | 17-mrt-08 901079614 0.23 B8
1000000005 27-mrt-08 901087514 0,67 88
1000000009 15-apr-08 501107975 0,45 B
0,34 BB

1000000009 | 09-mei-08 301125727
08 901133096 1,7 gg
0,23 88

Selected Deliveries P1, see query
el deldat and Delive

>>>> Sorted by ShipTo P

1000000001 06-dec-07 900982980
1000000005 ' 26-aug-08 B0 1221363
1000000009 06-nov-07 800948053
1000000009 14-nov-07 900955441
1000000009 27-nov-07 900970421
1000000009 29-nov-07 900973876
1000000009 11-dec-07 900988236 i

17-dec-07 800995833 259 gg
1000000009 21-dec-07 901003318
1000000009 10-jan-08 801020333 !
1000000009 23-jan-08 901032076 (.47 BB
1000000009 01-feb-08 901041459 0,11 BB
1000000009 22-feb-08 301058910 0.45 BB
1000000009 29-fep-0g 901065528

1000000009 ' 13-mrt-0g 501076796 i
mnt-08'901079614 g 79 BB
0.45 BB

1000000009 17-
1000000009 04-apr-ga 001096134
1000000009, 24-apr-08 901112261 .11 B
I0000009 | 09-mei-08301125727 0,68 B 000000009 :
1000000009, 19-mei-08501133096 0 ‘25 BB Im[m 22 mel-08/
1000000003, 23-mei-08"301137870 ¢ 68 BB ; >/ 09-jun-08 501152219
1000000009 09un-08%501152213 023 B 000009 10-jul-08 301181347 0,45 88
1000000009 16-un-08 901158175 175 gg 1000000005 21-jul-08 301190465 0,28 BB
20jun-08 "% jul-08 3 ‘
271{;,1 0 ’9001112%3;153 0,;47: gg 1000000005 30-jul-08 901199515 5 88 dec-07 901003262
‘ ' % = »
215u-08/901190469 | 5 g 4809501206743 0,2]gm oo, 01021616  g,3]pp
7-3ug-08 901206743 25 B8 1220228 | 0,79 gg 08 220242 0,16 88
20908 901220228 1 75 ppy S€0-08 901231815 0,57 g 1000000013  15-mrt.g 901082226 188
X S€P-05/901240921 1,14 gg 1000000013 ' 07.5p;.0g 901097514 19 88
%5008 501206800 35 oo 1000000013 07-mei.08 501127159 0,23 gg
03201262072 0,25 p 1000000013 | 20.me;.gg 01134273, 188
0000000 e » -
0,07 BB o L 26-jun-0g 301167902 0,14 8B
gt Deliveries p3 Dely

Count: 39 li'l' oy
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21-0kt-08 901276940

1000000009 94 sep.gg 901231815
0,23 BB

29-0kt-08 %

Deliveri

1000000009 15-5ep-08 901240921 _
0.11 88

19-sep-08 "5 1246800
okt-08 901262072 022 B

16-0kt-08 "5g 1272899
1-0kt-08 3g 1276940
254480

29-0kt-08 901
Deliveries py
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Implementation / modeling
Screen shots — output dashboard

-}

Home Insert Page Layout Formulas Data Review View Developer

Common Customer Addresses Consolidation of Shipments from three Partners

—_

Otherno Synergres, 19%

Sync per month; 3%
Sync per week, 8%

.

Random hits (no Sync). 30%

I

Sharing the Synergies CO, Emissions, in tons per year
Annual Cost Savings: 430 (x 1.000 EUR)

Proportional

IR SUMMARY-OUTPUT o CONSOLIDATION (R - e (A CO2 Savings, Bar Chart Common Customers, Pie Chart Syneray Allocation - Pie Charts
BEwm sox
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Implementation / modeling
Screen shots — consolidation of shipments

Page Layout Formulas

Consolidation of Shipments from three Partners

Other/no Synergies; 19%

Sync per month; 3%

Sync per week; 8%

Sync + 1 day, 40%

Random hits (no Sync); 30%

[N e (9 CO2 Savings, Bar Chart ¢
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Implementation / modeling
Screen shots — common customer addresses

Common Customer Addresses

—

MAKRO; 40

BESTWAY; 38

A F BLAKEMORE; 10
= “_A G PARFETT; 8
WAVERLEY; 3_~ .
," WM. MORRISON
DHAMECHA FOODS; 4 _/ SUPERMARKETS; 4

RN CONSOLIDATION A& ar i = e (a8 CO2 Savings, Bar Cha
Ready "
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Implementation / modeling
Screen shots — transport costs

[il'_'l 100% &
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Implementation / modeling
Screen shots — CO2 emissions

< 4 » v 7__Cost Savings, Bar Chart q
Ready [ Elm m 100%
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Implementation / modeling
Screen shots — profit sharing principles

Sharing the Synergies
Annual Cost Savings: 430 (x 1.000 EUR)

Proportional Shapley

AL CONSOLIDATION Cost Savings, Bar Chart

Ready W®
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Implementation / modeling
Screen shots — profit sharing principles

R

Home Insert Page Layout Formulas Data Review View Developer

Sharing the Synergies...

596.635

342279

345517
0

430.397

I Sh y
143.466 199.925 168.617 205.939
143.466 114.694 129.334 109.993
143.466 115.779 142 447 114.464
0 0 0 0

Proportional Shapley

i < » ¥ 7 Synergy Allocation - Pie Charts i [ Profit Allocation Savings . Deliveries P1 Deliveri¢
Ready E
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Key message

Take outsourcing to the next level of collaboration now, rather than tomorrow

Collaborating is a good choice under the background of the
International financial crisis ...

. potential cost savings can be large (between 7% and 19%) and
every participant can gain more profits as compared to a stand-alone
solution...

... In order to realize the benefits, the collaborative profit allocation
mechanisms must support a rightful partnership ...

... this requires periodic maintenance to create a sustainable
partnership alliance
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Nijverheidssingel 313, P.O.Box 3290
4800 DG Breda

The Netherlands

Tel: +31 (0)76 5330440

Fax:+31 (0)76 5310191

Visit us at www.groenewout.com

MAKING SUPPLY CHAINS YOUR

COMPETITIVE ADVANTAGE!




Profile

Groenewout is an international, independent consulting company
providing integrated value-added advisory and support services
across all industry sectors to support our clients in achieving
business process and operational improvements within supply chains

and logistics.
Supply chain management
< >
........... > Assets = €.
’ & facilities
. o N Sourcing
T 7 ;
- s v g
_ _).) ./ — ‘q“{‘ '} _
K d Tagd
Customer ° Warehousing & . Manufacturing
i distribution ;
e Transportation <~
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Groenewout

Our consulting portfolio in logistics - & supply chains management

Tactical

Operational

* Distribution
Network Studies

* Global sourcing

* Non Product
Related
Purchasing (NPR)

Feasibility studies
Warehouse
tendering for
building, logistics
equipment & IT

Warehouse (lay-out)
design

Plant (lay-out) design
Lean warehousing
Insourcing / out-
sourcing warehousing

* Transport tendering
* Service Level
Agreements (SLA)

* Insourcing / out-
sourcing transport
* Benchmarks

+ Location studies &
site selections

Loss Prevention &
Security (LP&S)

Facilities electrical,
HVAC & temperature
engineering

Materials Mgt. Physical Distribution

Supply Chains & Logistics Consulting

Organizational - &
functional design
Business process
(re-)design

Key Performance
Indicators (KPI's)

Sales & Operations
Planning (S&OP)
Production planning
Collaborative Planning,
Forecasting &
Replenishment

IS selection &

implementation

(WMS/TMS/APS)
* Inventory Mgt.

Supply Chains Mgt.
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Groenewout
Our methodology in logistics - & supply chains management

Modeling &
Simulation
* Data gathering  « CAST-dpm
» Supply Chains  « WHAT-2-STORE®
Transparency +WARE-2-STORE®
* Business * BUILD-2-STORE®
Requirements +« ABC-2-STORE®
* Automod

* Project mgt.
» Benchmark * Tender- & contract mgt.
» 2nd-opinion + Construction (site) mgt.
« Audit * Process
« Arbitrage improvement mgt.
* Training * Transition mgt.

» Change mgt.

« Interim mgt. A
AN/
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