Winning at the Shelf

Integrating Promotional Planning
& Demand Planning




What if .. .?

Planning, Forecasting, Analysis, Integration

You knew where every Trade Promotion $ you were
spending was going. . .

You knew how efficient every one of those spends
was . ..

You knew what resulting demand was going to be ~
by customer, by SKU, by week . . .

Everyone in your organization who had relevant
expertise could contribute to all these issues and
benefit from this knowledge . . .




Welch’s — The Company

Founded in 1869 by Dr. Thomas Welch

Tremendous growth during Prohibition. Welch’s Grap e
Juice was the only non-alcoholic fruit juice on the
market. Became known as “The National Drink”

Purchased by National Grape Cooperative in 1956.

1,400 grower-owners supply Concord (purple) and
Niagara (white) grapes from 46,000 acres of vineyar ds.




Welch’s — The Company

Planning, Forecasting, Analysis, Integration

World’s leading manufacturer and marketer of

grape-based products:
e 100% juice
* Fruit spreads
* Branded fresh fruit & other fruit products

Net Sales in Fiscal Year 2005 of $575 million

1,300+ employees




SIGHT,  CPG Industry Background

Planning, Forecasting, Analysis, Integration

$25 billion spent annually on trade promotion
» Typically largest discretionary budget item

Low food industry growth = intense share competitio n

e Pressure to spend more
« Demand volatility driven by promotional spending

Retail grocery evolution

» Scale & sophistication = higher demands on suppliers to provide value
« Differentiation strategies demand customization = operational complexity




SIGHT, Day-to-Day Issues

Trade spending still a 900 |Ib Gorilla
» Spending more to get less . . .
» Source of largest variance in demand
« Often the least well controlled & managed major budget item

Promotions & total demand planning not sufficiently
Integrated

* Planned and managed with a variety of disconnected systems
* Progress comes only with huge time investment

Forecast accuracy is getting worse, not better

» Average 40%+ forecast error
* Inventory levels still almost double original ECR target




Key Issues

#1 - Trade Promotion management &
efficiency

#2 - Volume Forecast accuracy

#3 — Connecting #1 & #2 . . .




Issue #1
TPM Desired Outcomes

Improve promotion efficiency
* Do more with less

—Less spending same volume
—Same spending more volume

Improve trade budget management

o +/-7

Deduction control
» Qutstanding $ as % of revenue




SIGHT, TPM - Core Drivers

Accurate modeling of base & promoted incremental
volume

* Base is “easy”
* Promoted incremental is “hard”

Rigorous event level pre & post-analysis
e Simulation . . . optimization
« More of what works . . . Less of what doesn’t

Collaboration

» external / customer
* Internal / cross-functional (linked to S&OP)

Real time volume / spending / profit insight
* The whole picture
 Manage the “gap”




1SIGHT Issue #2:
Planning, Forecasting, Analysis, Integration F O re C aSt ( I n ) AC C u raCy

National average forecast error of 44% (& trending up):
* Inventory (44.7 days)

e Customer service / short ships
* Truck utilization / transportation costs

Top Causes

» Lack of integrated sales & operations planning driven by one accurate
consensus forecast

o Lack of integrated visibility to promoted incremental volume

$19B spent on DP software in 2002 . .. Yet technol ogy
solutions are not delivering the “big win”

(source: GMA Logistics Study)




SIGHT, ~ Fcst. Accuracy Outcomes

Plant operating efficiency
« Production planning
» Operating cost reduction
* Inventory management (higher turns = lower cost)

Financial control
» Objective input = better decisions

Real time insight & integration

» Better, faster decisions
— Customer planning
— Marketing planning
— Demand planning
— S&OP




SIGHT,  Fcst. Accuracy Core Drivers

nning, Forecasting, Analysis, Integration

Granular input
« All inputs collected from their source/expert
* Fully integrated

Obijectivity

* Process integrity

Model driven output
» Base projection
* Incremental projection

Measure & improve




SIGHT he “Big Win”
Planning, Forecasting, Analysis, Integration

Better linkage between demand generation & demand
fulfillment activities:

Retail Planning ‘—) |3roduction Planning

e Cash generating inventory reductions
* Time saving efficiency improvements
* Improved customer service & relationships

* Revenue generating retail out-of-stock
reductions




4SIGHT The Need For Automation

nning, Forecasting, Analysis, Integration

Drivers of demand and inputs to good decision making are
disconnected and too complex to be manually assimilated

Consumer Trade |
Behavior & Promotion Micro-Market

Segmentation Trends &

\ ¢ ( Segmentation

Brand E _ Retail Issues
* Demand & Trade (out of stocks, etc.)

Strategy Planning
/ \ Production
Consume \ Planning
Promotion Marketing
Sales N Intelligence
Advertising

Intelligence




SIGHT, Welch's Approach

Process optimization enabled by a collaborative, ful ly
Integrated, analytically based system:

e Customer event planning

« Marketing event planning

* Trade & Marketing budget management
* Volume forecasting

« Trade event / Deduction resolution

» Trade analytics / Optimization

* Supply Chain integration




SIGHT Today’s Solution . . .

Seamlessly integrated collaborative planning facilitated by
automation & statistical modeling

Rroduction

Planning Planning Planning

~—
End-to-end integration




SIGHT What Does That Look Like . . .

INPUTS
 Order history

* Promotion history
 Future promotion plans

* By customer

* By promoted item
* Market Data (IRI/Nielsen)
o Item profit
* Budgets
* Volume & Profit targets

—

MODELED OUTPUTS
* Order forecast
e Base
* Incremental
* By sku / week / ship-to

» Complete customer plan
*Volume
» Spending
* Profitability

* Projected profit vs. plan
* Projected spend vs. budget
* Projected volume vs. target

e Event & overall spend ROI




4_,S|GHT Benefits
Planning, Forecasting, Analysis, Integration

Better, faster decision making = improved business & financial
management
Transparency to all promotional information = higher ROI on

event spending

Process improvement = collaborative automated trade & demand plan
Integrated with core corporate processes

Efficiency = significant administrative task & re-work elimination

Forecast accuracy = inventory reduction & improved production
planning efficiency (via accurate, timely, granular, automated input)

Data integrity = all data captured once at its source, integrating all relevant
systems, processes & controls (S-Ox imperative) e B




Tomorrow’s Solution . ..

Planning, Forecasting, Analysis, Integration

Add . .. Clean POS, RFID, etc. ..

Retall Whse to
}Take ) }Shelf

ogistics
\_ /

Real End-to-end integration




Questions?
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140+ customers in 28 countries
Committed to customer success

Focus on Consumer Goods, Media &
Entertainment, Medical Devices &
Distribution Intensive Industries
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Typical overall sales loss for retailers: -
Typical EPS loss for grocers: -

Source: GMA/FMI Retail Out-of-Stocks Study
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