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Abstract

Do we achieve our transportation plans? What if
they are not achieved?

Firms need to systematically measure
performance and analyze missteps.

This session will present a repeatable
transportation measurement strategy to
measure transportation costs, adherence to
plans, audit operational failures and sustain cost
performance.
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The Situation

» Significant interest/investment in supply chain
measurement to improve performance

* The need In transportation is huge

« Complication — measuring transportation is not
easy

o
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What We Usually See

« Range of quality Is vast
* Quality: accurate, specific and meaningful

* Level of confidence:

— Good (summary levels)
— Poor (lower levels)

High level cost information is easy. ExplainingWHYC o st s|...ar e
what they are..is verly

*
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What We See — High Level

0

Monthly Report Feb-09

Inbound Plan Forecast MTD Act Wk
Expense ]$ 10,302,956 | $ 10,302,956 | $ 10,805,968 | $ 2,445,
Cartons 6,840,542 6,840,542 6,785,421 1,743,¢
$/ctn $ 1511|% 151 |$ 1.59 | $ 1.4

@) O
/

How can we
be over
budget after
the successful
bid event?

Why are we
over budget?
Where?
What'’s driving
this?

The typical summary level report leads to
many questions
6
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What We See — Low Level

CLOROX

0

Monthly Report Feb-09

Inbound Plan Forecast MTD Act
Expense $ 10,302,956 | $ 10,302,956 [ $ 10,805,968
Cartons A 6,840,542 6,840,542 6,785,421
$/ctn $ 1511$% 1511$% 1.59

Outbound-NDC Plan Forecast MTD Act
M Expense $ 7,639,357 |$ 7,639,357 $ 7,020,289
] Cartons A 16,403,460 16,403,460 14,892,157
%‘ li L $lctn $ 047]% 0473 0.47

" Outbound-VSC Plan Forecast MTD Act
-"5 J Expense $ 1,786,354 |$% 1,786,354 ($ 1,981,374
!5(./5?’ Cartons 7 6,335,734 6,335,734 6,011,472
$/ctn $ 028 [$ 028 % 0.33

h

« Manual processes and spreadsheets
 Inconsistent results

» High effort, questionable credibility and value

Analyzing the details takes time and lacks credibility and
consistency
{




The Problem

« Most are limited to summary levels

 Detalls are tedious or not believable (or both)

 TOO slow

Needs: quick, easy, credible and meaningful
measurements

CHAIN : N/
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What We’re All Striving For...

A view into the transportation “book”:
Are we on budget? (easy)

Are we tracking to the bid?

Are new rates competitive?

CHAIN

Are our new initiatives hitting their targets?
Are cost trends right? Where and where not?

Why?

LLC

Are we hitting plans and sustaining
performance? If not, where and why not?
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...Is Close to Becoming Reality

- Dashboard and drill-down capability is available
- Better data with more TMS

- Data-cleaning has been mastered

* Bl appeal is opening budgets

Traditional barriers have been
broken down

o

CHAIN LLC 10



Agenda

« Trans Measurement: Situation and Objectives

[- A Systematic Method for Measuring Transportation

« Case Study — Clorox
- Beyond Carrier Management
« What it Takes to Implement

CHAIN LLC 11

>

W



CHAIN L

CLOROX

Systematic Transportation Measurement
Is Basic Control Theory

Forward Loop: Executing
the plan

Plan Execute

\ (Reverse Loop: Measuring

-L the reality of execution

Characteristics of a comp
« Know what to measure

« Have a program in place to measure it

* The ability to accept the results

« The ability to act on the results

Adapted from fniGetting to World Class Suppl



Principles We Are Implementing

« Develop data-quality processes
— Run new data through checking queries
— Manage exceptions
— Assign a data champion

- Create actionable reports
— Isolate cost drivers by flow path
— Align reports with responsibility
— Use dashboard technology for actionable precision

» Develop a sustainable process
— Utilize regular reporting
— Create processes for new entities
— Utilize benchmarking to supplement new lanes

— Track initiatives as well as regular operations
CLOROX
CHAIN 13 N
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Systematic Measurement
Process Model
[ TMS/ERP/Other Sources 1
Daily or Weekly
. Feeds
Sxceptions [ Data Cleansing }
l l Valid
[ SC Updates } e ~
[ Internal Plans } Bl Database M [ External Benchmarking }
Annual and
Seasonal \_ -

|

[ Results }
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What We All Know

« Transportation procurement events are a common
practice

« Optimized bid results show significant “potential”
savings

* Achieving estimated bid savings is a challenge

« There are many reasons for bid savings not
materializing (aka — “leakage”)

— Baseline lane profile was incomplete, dated, or inaccurate
— Carriers seek do not honor rates and turn down loads
— Load planners ignore the plan and return to familiar ways

We Need a Better Solution

>
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What Is Bid Savings Leakage?

Procurement Events

Base Costs Bid Opt|m|z_at|0n Negotlat_lon Post-Bid Audit
— Completion —> Completion —
Historical average Results of multi-round bidding Results of individual carrier Post-bid average
costs per lane prior to run through bid optimizer, negotiations; final agreement on cost per lane
procurement event conforming to bid constraints rates and capacity levels
— NG
' '
Where Leakage Occurs Negotiation Leakage Execution Leakage
Bid savings leakage can occur in both
the negotiation and execution phases
CHAIN LLC 17
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Bid Savings Leakage can be

Rapid and Substantial...

$4,000,000 : :
Bid Savings Results
—& .
/ } 3 — month savings of
$3,500,000 $575,000
- JL ( Leakage of $706,000
= 8.1% 7.2%
¢ $3,000,000 Leakage Leakage
o
n
-
|_
@ $2,500,000 /
¢ — Base Cost
2,000,000 -— imi - i I
$2, , 9.3% Optimized (Pre-Negotiated) Costs
Leakage Actual Cost
$1,500,000
Jul Aug Sep

Source: Chainalytics’ analysis
of single shipper lane -specific
results in the first three months
after implementation

LLC

Month of Implementation

This shipper gave up 7%- 9% in leakage (annualized $8.8MM),
either through negotiation or execution following bid event

18
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...and can only be Understood at
the Lane Level

400

Actual vs Bid CPL Variance

350

‘ On 43% of lanes,

300

‘ actual CPL exceeded bid
costs over 10%

N
[
o

N
o
o

( Only 13% of 1
lanes had no bid

Number of Lanes

=
)]
o

variance

100

an \

50

|_||_||—|\/

Source: Lane-specific average
CPL vs bid CPL after 3 months
of implementation

CHAIN LLC

-10.0% -5.0% -2.5% W 2.5% 5.0% 10.0% >10.0
% Variance in Lane CPL (Actual CPL/Bid CPL)

Early analysis of lane-level compliance is critical to effectively
achieving performance and savings objectives

19
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How Vulnerable is Clorox?

« Completed a very successful and visible
truckload bid process

» Our network is more dynamic than ever

* Freight market will eventually shift into carriers’
favor

* Bid savings leakage is almost guaranteed
without tight controls and robust data
management

* We operate in a resource-challenged
environment that demands heavy focus on

strategy and requires rapid decision making O\
CHAIN 20



Procurement Value Assurance (PVA)

Integrated Procurement Model

Best-Practice Benchmarking/Core Post-Bid Single Source Data
Procurement Carrier Program Auditing Management
Re-align shipper/carrier Establish service and cost Hold operators and Manage the process with
networks for efficiency; benchmark targets; carriers accountable clean, valid data

protect volumes but reward by protecting
lanes may change carrier volumes

Four critical elements in the
Integrated solution

CHAIN 21 N/
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Requirements of Clorox PVA Design

* Integrate seamlessly and effectively all aspects

of strategic and tactical management processes
— Rate negotiation and compliance
— Logistics financial analysis and reporting
— Truckload benchmarking
— Rapid national and mini bid execution
« Enable flexibility and provide process discipline
to meet challenges of a dynamic network

» Support alignment and consistency of data and
processes across internal systems

» Maintain repository of clean, current, complete,

and reliable truckload data

CHAIN LLC 22 v



How Clorox Applies PVA

Procurement Functions
Network Bid
<« Plans
Fore Fore Fore Fore Fore Fore Fore Fore Fore Fore Fore Fore
cast cast cast cast cast cast cast cast cast cast cast cast
—_—ttttt—t—t— =ttt
J F M A M J J A S @) N D
Integrated Carrier/Transportation Management Deliverables
\
Benchmark Benchmark
— 1| |Measurements
Plan Audit Plan Audit Plan Audit Plan Audit
Score Score Score Score Score Score Score Score Score Score Score Score
cards cards cards cards cards cards cards cards cards cards cards cards A
CHAIN LLC 23
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Although We Achieved Successful
Truckload Bid Results...

— Clorox TL Cost vs Market Cost Since 2006
8.0%
7.2%
T 7.0%
<<
© 6.0%
= _J
Q £ 5.0%
8 o 3.9%
+ 0%
< €
S L o% 2008 Bid
>_$ ' 2 1% Implemented May
2 0% 2008
g
E —_— 1.0%
=
—_ 0.0% . .
< \ Oct - Sep 06 Apr - Mar 07 Oct - Sep 07 Apr - Mar 08 Oct - Sep 08 Apr - Mar 09
Period :
Transportation
Measurement Process
Sep 0&; Aug 09 Q
CHAIN LLC 24 N



...0ur Bid Implementation has been
Even More Compelling

% Leakage

.
60.0% £
- /)
/7

Other Shippers

'
53.3?::-,
\

\
40.0%

300
W % Leakage
20.0%
o
Clorox . % Leakage and Volume by Month
Dl N I~ o | I
_____________ - . 15000
0.0% .- = . /\‘

12,000

Clorox performance has exceeded
industry averages...

111111

Fiscal Month 2009

...and continues to improve at high

volume levels CLOROX
CHAIN L 25 N
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Procurement Value Assurance (PVA)

Integrated Procurement Model

Best-Practice Benchmarking/Core Post-Bid Single Source Data
Procurement Carrier Program Auditing Management
Re-align shipper/carrier Establish service and cost Hold operators and Manage the process with
networks for efficiency; benchmark targets; carriers accountable clean, valid data

protect volumes but reward by protecting
lanes may change carrier volumes

Four critical elements in the
Integrated solution

CHAIN 26 N/
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The Key is Accountability...

« Goals and Objectives

Design a post-bid audit process, comparing actual shipping data to
bid awards

Conduct audits monthly between procurement events

Develop reporting at lane/carrier level to monitor compliance and
execution

Assess rates for new lanes and minimize bid leakage post-
Implementation

* Actionable Results

CHAIN

Accurate reporting of actual versus projected bid savings
Rapid and detailed variance reporting capability

“‘Real time” internal and external accountability

Cost control on spot rates and new lane awards

CLOROX
LLC 27 v
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...Enabled by Actionable Reporting

Cost Compliance
Compares each lanes average cost per load to the awarded cost per load from the bid. If the lane is not a bid lane the cost is compared to MBBC.

-266,762
Origin Destination Period Loads Bid Data Actual vs Bid
Lane City St | Zp City St | Zip Miles | Loads| CPL CPL [ Award CPL Total | —Manrager
721|UNION CITY GA (30291 [ABERDEEN MD (21001 738 230 | 1,454.89] 1,330.45|BID -124.44 —28,622 Al Jones \
625|OCHLOCKNEE |GA |31773 |LATHROP CA 95330 | 2,627 23 | 3,004.04| 2,390.01|BID -614.03] -14,123]Al Jones )
728|UNION CITY GA [30291 [LATHROP CA [95330| 2,412 22 | 2,472.83] 1,979.80|BID -493.03] -10,847[Al Jones -/
628|OCHLOCKNEE |GA |31773 |ROANOKE TX |76262 955 38 | 1,557.35| 1,308.76|BID -248.59 -9,446]AJenes
730]UNION CITY GA 30291 |ONTARIO CA 91761 | 2,143 21| 2,172.84| 1,816.02|BID -356.82 -ﬂ93 Al Jones
627|OCHLOCKNEE |GA |31773 |ONTARIO CA 91761 | 2,261 16 | 2,554.59] 2,114.54(BID -440.05| /-7,041]Al Jones
725]UNION CITY GA 30291 |FAIRFIELD CA 94533 | 2,487 5] 3,159.00{ 2,136.88|BID -1,022.1f  -5,111]Al Jones
1789|BELLE MO |65013 |SEALY TX 77474 829 30 | 1,728.47| 1,558.52|BID -16904 -5,098] Al Jones
669|PARAGOULD AR [72450 |[LATHROP CA 195330] 2,020 21 | 2,345.40| 2,134.92|BID 210.48 -4,420[Al Jones
/7
Carrier Compliance . . Focus on the most nenmompliant lanes
Compares each carriers average cost per load with the average awarded cost per lane in the bid.
-266,762
Origin Destination Period Loads Bid Data Actual vs Bid
Anm riod | Average Lane
Lane City St | Zip City St | Zip Miles | SCAC Carrier Equip| Loads y~ CPL Position CPL Loads \I%s\ CPL CPL Total Compliance | Manager
721|UNION CITY |CA |30291 |ABERDEEN |MD |21001 738 [NAAP |NATIONAL PACHOTR ﬁ'6 1,616.25 1,330.45 -285.80| -18,863 -28,622|Al Jones
721|UNION CITY |CA 30291 |ABERDEEN |MD 21001 738 |HBBG |HIBBING IM /61] 1,323.72[Primary 1,323.71 761 63[ | 1,330.45 6.73 411 -28,622|Al Jones
721|UNION CITY |CA 30291 |ABERDEEN |MD 21001 738 |[USFF _|US FAST FREIGHIM [ 42] 1,440.41[Primary 1,343.34 508 42] ] 1,330.45 -109.96 -4,618 -28,622|Al Jones
721|UNION CITY |CA 30291 |ABERDEEN |MD |21001 738 |[HFFT |HUNT FAST FRE|IM \33] 1,306.28]Primary 1,306.44 381 31/ 1,330.45 24.17 798 -28,622|Al Jones
721|UNION CITY |CA 30291 |ABERDEEN |MD |21001 738 |[USWW|US FAST WAY |OTR 28] 1,557.21[Secondary | 1,557.39 1,330.45 -226.76 -6,349 -28,622|Al Jones
721|UNION CITY |CA |30291 |ABERDEEN |MD 21001 738 |[RUFF |CR RUFFINGTONOTR 0 0.00|PRIMARY 1,350.72 381 Al 1,330.45 0.00 0 -28,622|Al Jones

CHAIN

Shows detail at lane level

LLC

CR Ruffingtod primary carried O loads

National Pacé&no award® 66 loads

28
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Procurement Value Assurance (PVA)

Integrated Procurement Model

Best-Practice Benchmarking/Core Post-Bid Single Source Data
Procurement Carrier Program Auditing Management
Re-align shipper/carrier Establish service and cost Hold operators and Manage the process with
networks for efficiency; benchmark targets; carriers accountable clean, valid data

protect volumes but reward by protecting
lanes may change carrier volumes

Four critical elements in the
Integrated solution

CHAIN 29 N/
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* Single Data Source Addresses Key

Strategic and Operational Challenges

« Leadership requires rapid response to queries

* Transportation reporting often lacks integrity
— Many hands changing over time
— Different assumptions by different users
— Reports are inconsistent and often lack credibility
— Validity of data is questioned

* Credibi

Ity and eminence of Transportation function

IS significantly dependent on accurate, timely, and

actiona

nle Information and insights

* Need to focus on strategy and key relationships

CHAIN LLC

N/

30



Agenda

« Trans Measurement: Situation and Objectives
« A Systematic Method for Measuring Transportation
« Case Study — Clorox

[- Beyond Carrier Management

« What it Takes to Implement

CHAIN LLC 31

>

W



CHAIN

How Chainalytics Got Here

“We have no way to know if we are getting better or
worse in transportation. All we know is if costs are going
up or down.”

— SVP Supply Chain

No wonder.
— Fuel has ranged between $45 to $147 per barrel

— Rates have dropped 15% since last year
— Volume has plummeted with the recession
— Widespread network and operational changes

LLC 32
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The Solution: Trans Bl

* Ability to compare actual costs vs:
— Last year
— Plan
— Potential*

« At almost any level...and by controllable spend:
— Executive dashboard (what is happening)
— Analytical dashboard (where and why it is happening)
— Showing trends over time

— Showing critical performers (worst-case exception
reports)
*Future 4@\
CHAIN LLC 33 v
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Providing “Metrics As We Go”

0

Executing the plan

Plan Execute

Measuring the reality of
execution
* Explain why
* Take action to correct

|dentify waste to reduce controllable costs Influence partially controllable cost

« Underutilized equipment « Dwell times

» Costly termination points « Delivery window constraints
» Costly carrier choices « DGCconstraints

« Poor mode choices » High service needs

Lost consolidation opportunities
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Dashboard Technology Isolates the Variables

Lane or Geo-lsolation KPI Drilldowns

BU 1 Cost/Ctn BU 2S Cost/Ctn

Trailer Cube Utilization Stops per Load
:@ :@ - | - - -
. . — . -
;:: ;:: o * 4 AN o * DY 4

™ e - ™ e - e A \/ e o A \/

¥

l Drill down for next level in hierarchy
(DC’ Zone, DESt') GSL Carrier Utilization Detention Charges
DC Cost/Ctn (2) DC Cost/Ctn (2) o A - A

> nnnnn A
o ]| g \//‘ A% o ]| o \//‘ A%
> siao * siao *
s o a o * o o a s Wk3 Wk4 WkS Wk6 wk7 Wk8 Wk3 Wk4 WkS Wk6 wk7 Wk8

Fuel Charges Load Count
Dri | | across at any—tevdt |f oo —KPI+6%—
4 >
= S = * B S =

Zone Cost/Ctn (2) Zone Cost/Ctn (2)

» w3 wka wks Wke w7 wks w3 wka wks Wk6 w7 wks
— . .
Stop/Termination Charges Length of Haul

s12.20 A s12.20 A
s2.0 s2.0

P S

Side drill-downs show
reasons for cost variance

Geo drill-downs show
location of cost variance
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Quick, Precise Queries

“Old Way”: by Vendor “New Way”: by Vendor-Lane

51.00 51.80
5089

50.90 S0RE 51.50
080 - SELEES
5120 f
51.00 |-

1
3080
5050 -
5040 -
5020 -

5070

S0.60 -
5050 -
5040 -
5030 -
5020 -
5010 -

5 -

ABC Co. All s

» Overall costs look good « 3 lanes much higher than last year
* One vendor slightly less efficient (3.5%) + One more click = load factor KPI issue
* No worries * Immediate corrections

— 31 loads reduced per week
— $849,000 per year




Compare Actuals to an Industry Standard

Cost per Cube-Mil

s Cost per Cube-Mile Performance (by Destination Z

$0.0060 P B Actual Cost/Cu-Mi
\

$0.0050 - \ B Std Cost/Cu-Mi

$0.0040

$0.0030 -

$0.0020 -

$0.0010 -

Destination Zone

CHAIN

LLC
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Actual;
* Actual costs
* Actual load factor

Vs

Standard (or Target):

 External benchmark cost

for lane
» Target load factor
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Enables Behavior Change
2 Regional Mgrs 19 DC Trans Mgrs

Situation:

DC1 Trans Mgr

B1 Regional Manager

DC11 Trans Mgr

. DC1 Trans Mgr
B2 Regional Manager

DC8 Trans Mgr

Pre-Trans Bl: Post -Trans Bl:

« Lack of RM involvement « Common visibility

19 different practices « Common practices

 Limited cross-BU practice  Embraced targets
sharing « Improved performance

CHAIN LLC 38 v



Tangible Benefits:
Vastly Improved Visibility

Load factors from unbundling vendor-lanes $849,000
Improved routings from unbundling flows by DC  $300,000
Incorrect mode choices from un-managed flows $58,000

Improved routing choices from cost-based undetermined
metrics

Note: Selected examples from initial views of one sophisticated high volume shipper
CHAIN 39 N
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Strategic Benefits:
Building a Better Infrastructure

Explains how you are doing

Provides actionable reports that enable change
Drives true behavior change

Enables more precise transportation planning
Reduces administrative overhead

LLC 40
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Implementation Considerations

Design Implementation
Requirements ¢ Determine technology * Install design
* Determine data sources * [T integration (for complex
* Define flow paths and cost drivers applications)
e Align OD pairs to owners * Create and install maintenance
* Define parameters and rules processes
c Determine KPI s
* Design dashboards
Network/Environment
Complexity
L e Typical small project * Faster than expected
* 4—-10Weeks e 4 —8 weeks if contained within
single database and application
* Longer with more IT integration
H * Bl Module Development

e 4 -9 Months
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Application Considerations

Independent Bl Platform  Independent Bl application One example:
Multi-users installed on e <25 users $10 - $20k
company network * > 25 users $35k per CPU
Mega-Vendor SAP, Oracle, IBM, etc. One example: >S1MM
Software as a Service Hosted solution offering pre-  One example:
packaging and quick * Implement S50 - $75k
implementation * Subscription

$100k/yr/module

Takeaways from Gartner report:

* Market consolidation

* ROl equivalence among options

* Blincreasingly accessible and affordable

Sources:
Option descriptions adapptedGartneBIReport Jap009
Cost estimates based on Chainalytics experience and conversations with Bl vendors
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Takeaways

There i1s a new world available for transportation
measurement

— New technology
— Providing quick, credible, actionable reports

— Affordable and justifiable

Clorox: has begun a meaningful journey with
compelling strategic and economic benefits

Advanced transportation measurement is a

critical infrastructure requirement /\
LLC 44 v
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