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. Our Approach and Methodology

- Product Availability insights around Auto ID

- Warehouse and Distribution Insights around Auto ID
- Implementation Roadmap

- Business Case Insights

- Next Steps
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OUR SINCERE THANKS TO:

Alien Technologies, Auto-ID Center, ConAgra Foods,
Checkpoint Systems, CHEP, Defense Commissary
Agency, Gillette, GMA, Intel, JC Penny, Johnson &
Johnson, Kraft Foods, Kroger, Matrics, Philips
Semiconductors, Procter & Gamble, Shaw’s,
Sensormatic Electronics, Symbol Technologies,
Tesco, ThingMagic, Unilever, and Wal-Mart
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OUR APPROACH

-Customized our standard value chain diagnostic tools with
Auto-ID specific questions and analysis

-Selected participants and scheduled workshops, face-to-
face interviews and/or phone interviews

-Developed “pro-forma” points of view on technology
capabilities, broad application options and migration paths

-Gathered data, participant insights and conducted analysis
‘Wrote papers and validated findings
-Submitted to Auto-ID Center for finalization and publication
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THE PWC CONSULTING WHITE PAPERS

Common Prelude Section, then focus on specific “pain
points”

Focus on Retail: Applying Auto-ID to Improve Product
Availability at the Retail Shelf

Focus on the Supply Chain: Applying Auto-ID within the
Distribution Center
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Focus on Retail: Applying Auto-ID to Improve
Product Availability at the Retail Shelf
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PRODUCT AVAILABILITY - - WHAT EXACTLY ARE THE
aro-ocener — PAIN POINTS?

PAIN POINT CATEGORIES

CATEGORIES CATEGORIES
PHYSICAL INFORMATIOMNAL
BUCKETS. BUCKETS.
BACKROOM SALES FLOOR INVENTORY REGRDER,
STOCK STOCK, ALAN G EMENT REPLEMISHMEMNT
PAIN POINTS PAIN POINTS
1. Acouracy of recelving 4. Plam-o-gram 5. Cyrcbe countimg 7. Polnt of sale scan
2. Vislbility of stock coempliance and manual ordering errors ACCUFACY
3. keplenishment from product Lifeshyle t. Physical invertony counts 8. Inaccurate replenish
ackroom management [preparation & execution] ment algorthms
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D AUTO-ID PROVIDES A SCALABLE, ROBUST SOLUTION TO
PRODUCT AVAILABILITY - - BUILT UPON REAL TIME

AUTO-ID CENTER
|

PHYSICAL DATA, NOT ASSUMPTIONS

RELATIONSHIP BETWEEN RETAIL PAIN POINTS AND THE LEVEL OF TAGGING APPLIED.

LEVEL OF AUTO-ID ADOPTION

PAINT POINT CASE ITEM
PHYSICAL BACKROOM 1. Recenving Accuracy X X
BUCKETS STOCK 2. Stock Visibility X X
3. Backroom Replenishment X X
SALES FLOOR &. Plan-o-gram Compliance/
STOCK Product Life-oycle Management X X
INFORMA- INVENTORY .. Cycle Counting/Manual Ordering X X
TIONAL MANAGEMENT G. Physical Inventory Counts X
BUCKETS _ L
REORDER/ 7. Point of Sale Scan Accuracy X
REPLEMISHMENT 8. Replenishment Algorithm Accuracy X
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D AUTO-ID PROVIDES A SCALABLE, ROBUST SOLUTION TO
PRODUCT AVAILABILITY - - BUILT UPON REAL TIME
PHYSICAL DATA, NOT ASSUMPTIONS

AUTO-ID CENTER
|

BLUEFPRINT FOR IMPLEMENTING THE FPRODULCT AVAILABILITY SOLUTION IN THE STORE
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D THE PROJECTED BENEFITS ARE COMPELLING...

AUTD-ID CENTER

ANTICIPATED BENEFITS AT THE CASE AND ITEM LEVEL IN S000

RETAILER BENEFIT INDIVIDUAL STORE SYSTEM WIDE (Boo STORES)

Case-reading  [tem-reading Case-reading  |tem-Reading
005 Margin lift %43 74 34,400 $£0,200
Labor cost reduction fee $113 $ipi, 000 $00,400
TOTAL BENEFIT Sg8 5187 §78,400 5149600
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D THREE THINGS LEARNED ABOUT AuTO-ID

e AND PRODUCT AVAILABILITY:

- Auto-ID business case propositions exist at the pallet and
case level TODAY for certain product supply chain
characteristics

- The benefits are transformational by nature

- The same infrastructure investment provides solutions
across many benefit areas — product availability, theft
reduction, inventory management, DSD, reduced freight,
reduced product obsolescence, improved supply chain

protection through product recalls, improved promotions
management efc.
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Focus on the Supply Chain: Applying Auto-ID
within the Distribution Center
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DESPITE HUGE STRIDES IN SUPPLY CHAIN
SOPHISTICATION, LEADING EDGE PRACTITIONERS
CONTINUE TO SUFFER COSTLY INEFFICIENCIES

ADVANCED DISTRIBUTION OPERATION PROCESS FLOW

AUTD-ID CENTER

Cross Docking Plow-Through
RECEIVING ;] SHIFPING

\_. . CONVEYORS/
PUTAWAY P OPICKING =
L» REPLENISHMENT J
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DESPITE HUGE STRIDES IN SUPPLY CHAIN

bl SOPHISTICATION, LEADING EDGE PRACTITIONERS
CONTINUE TO SUFFER COSTLY INEFFICIENCIES

TYFICAL BREAKDOWHN OF DC COS5TS

TYFICAL BREAHDOWM OF DC LABODUR

3%

o ‘ 18— I

)~ 4

o =50

70% Labour 9% System. 20—30% 15—25%

RECEIVINg
- 18% Space - 3% Other 40—50%

B—12%%
& Building Picking -I'_'I‘_'hE-r

Shipping
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OUR CALCULATIONS WERE BASED UPON
REPRESENTATIVE MANUFACTURER DC AND

AUTD-ID CENTER

wwmmm==_ RETAILER DC OPERATIONS:

CHARACTERISTIC {FEH D UNLESS I'IEI'I'E[I:I ABC MANUFACTURER AWE RETAILER
NMumber of Cs in network 10 g
Mumber of Associates 140 SF0
Howurly Rate {includes 5% OT and benefits) Ta7 S17
Total inventory value (Network wide) 218 million 2601 million

Cases Received

Cases Shipped

L0, 000, 000

S0 DD Oy, Ce0-0

Bo,000, 000

Bo,000,000

DC =quare footage G00,000 1, 200,000
Dock Doors (Receiving and Shipping) 5O 100
Average Warehouse Cost (% per case) To0.25 To3s
Average COOGS per case $15.55 L2 .00
Revenue per Case $25.00 f35.00
Labor as a Percentage of Total DC Cost 0% H0%
Cases per pallet (shipping and receiving) 7O FO
Annual inventory tums 12 15,

Retail Dutlets Serviced P A 160
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AUTO-ID CENTER
I

THE AUTO-ID SOLUTION FOR THE
DISTRIBUTION CENTER

- Automated receiving

- Automated pick list
verification

- Automated update to
shipping documentation

- Simplification of
settlement processes
between trading partners

COVERAGE AREA HOW IT WORKS BENEFITS RESULTS

1. RECEIVING - Eliminates manual

- Less labor

- Better
information
arcuracy

2, FORKLIFT/
ORDER PICKER

- Improved
throughput

- Higher asset
ufilization

. CONVEYOR
3 - Reduces

returns/claims

- Improves
customer

service levels
4. SHIPPING
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D THE PROJECTED BENEFITS ARE COMPELLING,
seosr  EVEN TRANSFORMATIONAL IN IMPACT

ADOPTION LEVEL  ABC MANUFACTUER (IN 5M)  X¥Z RETAILER (IN 5M)  TOTAL (In Sm)

PALLET 270 $1.80 §6.5

CASE S04 15

ITEM {08’ $603"

- Based on a value chain with an average shopping basket item of $1.75

- Even at today’s tag costs, a standards-based EPC solution can deliver
justifiable value to certain products and value chains

- Adiagnostic review of the value chain is a productive way to identify the right
applications and the right timing for the right products in your company’s
value chain
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THREE THINGS LEARNED ABOUT AuTo-ID

AND DISTRIBUTION OPERATIONS:

- Auto-ID business case propositions exist at the pallet and
case level TODAY for certain product supply chain
characteristics

- Auto-ID represents a transformational opportunity to
reduce operating costs and optimize inventory levels
across the supply chain

- For some companies, the value proposition exists TODAY
within the four walls of the organization
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ADOPTION PATH
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THE PROPOSED ADOPTION PATHS ARE

AUTO-ID CENTER
|

BECOMING CLEAR

A PROPOSED AUTO-ID ADDOPTION PATH

High

Low

EARLY ADOPTERS

DRIVERS:

Inefficencies Im supply dhain

(receiving, picking and hipping

Poor Irventory managemsent

at store and DC lewel

Inadeguacies Im carrent technology
Highly efficient supply chains booking to
go to the next lewel

CHARACTERISTICS:

High shrink {theft, diversion, perishables)
High price/margin products

[apparel. electronics, et}

PRLLET:

Applicable to most product categories
Imespective of price points

Frimarily focused within-the-four-walls
of a compamny

CASE:

High to mediwm price/margin prodscts
Technodogy limits may constrain adoption

of certain products {eg. metals, ligulds, ebc.)

ITEM:
Techinodogy limits may constrain adoption

of certain products (eg. metals, ligulds, ebc.)

Sebected plboting for high price/margin
and high risk products

S0.30

MASS ADOPTERS

DRIVERS:

Requirements to Inorease collaboration
with current trading parners
Establishment of ublguitous techmical
standard

Reduced furto- 10 systam osts

[tags, readers, efc )
CHARACTERISTICS:

fajority of consumers goods companies
All price poimt/mangin product categories
CASE/PALLET:

Mbore products &t casefpallet beve
streamlining the process

ITEM:

Meore product categores adopt Auto- 10
system &t the iem bevel,

Time/Costs
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PROPOSED TECHNOLOGY AND PROCESS
e BLUEPRINTS ARE BEING DESIGNED

- Technology blueprints

— ENTERPRISE APPLICATIONS
PMLSERVER o (pvmnitiry Mg, Supply Chaln MgmL, Piasning, Merchandising, Logistics, ale

L 4=

[ Racei ng Sales
Diata fiata
ONS SERVER

Master
Data &
1. Imentony

READER III-ST'DIE.I..PFUI!I.TIGH!-
SYSTEMS Stone Recehing

Store level Inventony Traddng
| i Store Out of Stock Application
Shrink Appdication

Mew Application
Functionality Wirad lreless Wiired Wireless

Modifying existing
Functionality STORE
nierfaces MARAGER
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AUTO-ID CENTER
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BUSINESS CASE APPROACH
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() THE POTENTIAL IMPACTS ON SHAREHOLDER

AUTD-ID CENTER

VALUE

THE IMPACT OF AUTO-1D ON SHAREHOLDER VALUE

IHCREASE
EHAREHOLDER —
WALUE

INCREASE
HEYENUE

INCREASE
UPERATING
IMCOME

INCREASE
LAMFITAL
EFFILIERLY

INCREASE MARKET
INTELLIGENCE

IHNCREASE MARKET
SHARE

INCREASE VOLUME

REDUCE COST OF
GOODS SOLD

REDULE OPERATING
COSTS

IHCREASE FIXED
CAPFITAL TURMOVER

INCREASE WORHKING
CAPITAL TURNOVER

POTENTIAL/ EXAMPLE BENEFITS

ncreased retall promaotion
effectveness

mproved avallable
nventony at retall

Reduce |losses from thefi

Reduced imventory handling cost
Reduced warehouse, distribution
E transportathon costs

mproved customer senice;

real time AT

Reduce write-offs; reduce washe

mproved bmeentony tumns
mproved cash flow manzgemsent
Reduced show moving/

obsolete SKLU s
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AUTO-ID CENTER
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CONCLUSIONS

CONFIDENTIAL - FOR AUTO-ID CENTER SPONSORS ONLY 24



D STRATEGIC CONCLUSIONS

- Auto-ID technology represents a transformational opportunity
for today’s leading consumer goods and retail companies

- The Diagnostic process requires some focused effort.
Consideration must be given to:

Product categories

Physical attributes of the products
Trading partner relationships
Current technology state

- However, the attractiveness and immediacy of the business
case analysis in turn demands that the standards process be
driven aggressively
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