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Discussion Topics

 How can RFID improve promotions?
 What is the ROI?

 How to get started?



OAT Is Setting the Standard in RFID

Innovation Acceleration

1st RFID-based Promotion Execution
1st RFID-based Invoice Reconciliation
Over 75 customers

50% Market Share Retailer Mandates, “Elite 8”
1st RFID Framework

1st Multi-site, 100 reader scale system
1st RFID Middleware

1st Field Trail of RFID in Supply Chain
OAT founded

Sanjay Sarma, OAT CTO,
Founds Auto-ID Center
EPCGlobal Governor

Evaluating RFID Middleware
"OAT is leading the way in RFID
middleware with an impressive list of
early adopter customers.*”

Christine Overby

FORRESTER

Making RFID Middleware Decisions in a
Changing Marketplace
“OAT is the early leader in this
marketplace with one of the largest RFID
customer bases, and was on the short
list of almost every reference we spoke
with.”

Dennis Gaughan

& AMR Research

“OAT has the most sophisticated
middleware to handle the data generated
by RFID technology. People are buying
OAT for strategic use and strategic
applications, which existing (business
applications could never support.”

Jeff Woods

Gartner



Promotional Spend Increasing, Results Disappoint

Trade spend has tripled over the last 20 years
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RFID increases visibility, timeliness
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RFID Enables a Real-Time Approach

Track arrival of promotional
Limited to no tracking of store material at each store

level promotion execution

|

r Alerts:
—__|

Stores that move out early

Stores that have yet
to receive product

Pre-

Orornotion

Identify stores with promotional
material that have not moved
to sales floor and either:

Track aggregate POS sell-through
- if within range, do nothing

Schedule-based allocation

: of store coverage personnel. Contact store managers
During Limited to no tracki
Promotion Imited to no tracking Alert store coverage personnel

No execution data to support Store-level execution data to support
increases in forecast for increases in forecast
future promotions Store-level execution data to defend
No execution data to defend lower sell-through numbers

Post- poor promotional sell-through 6 Sigma Process improvement

promotion (») No systematic learning




30% of all stores wired

Wal-Mart will continue its rollout during
2006 and double the number of stores that are
enabled. . . By the end of 2006, more than
1,000 stores, clubs and distribution centers
will be using RFID to deliver improved
service to customers.

October 14, 2005

Wal-Mart at Sufficient Scale & Support

RFID “Fast Lane” for
Promotions

TechWeb

The Business Technology Netwaork

Wal-Mart Advances RFID Project

Employees will soon have automated
notifications alerting them when promotional
items and cardboard displays filled with
Gillette razor blades or Johnson & Johnson
baby powder need to move onto the store
floor from the stockroom, for example.
Langford said tagging displays is a way for
suppliers to step into RFID. "If the displays
don't make it onto the floor in time, Wal-Mart
has not maximized sales and is carrying too
much stock at the end of the promotion,”
Langford said.

January 17, 2006



Discussion Topics

« How can RFID improve promotions?
 What is the ROI?

 How to get started?



Independent
Studies Show a
19% Sales
Increase from
RFID-based
Promotions

EPCglobal s

Situation:

Secordary Promational Displays
are a key element bo diving
mpulss, incremental sales of
supplizr preduct. Zome displays
supporl Hime senslive
adverlisaments and product
launches. Lack ol timely movement
al displays fram the back rmomito
the sales loor:
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= Increasss idle, non-produdive
rvenlong.

How EPC Mests the

Challenge:

EPC tachnology is delivaring on ils
promiss {oimprove supply chan
wisibilly, and has besn direclly
applied bo mproving reil swecution
of promational displays. Gilslle
and Waldart have corductad
emxpermants which yield sigrificant
mproverents of sakes performancs
as wel = idertify arees of process
mprovemernt.
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EPC Changing the CPG Industry

Improving Retail Promotional Execution

Far thess expaiments Glleille used
Wl Mart Retad Link ™ 1o monilor
mevement of prometional displays
through the supply chan.
Pramoliors wers obssrv ed moving
fram the DC 1o the Store backroom
ard ulimalely 1o the Store Aoor.
Thase chearalions successiully
demonsiraled whether a slors has
execubad moving thes e secondary
displays to the stars flear far
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remained i the back room pest the
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From these expanments, Suppler
Reail Cparatians (SR0)
repressatives wene able 1o vist
slores and aid inssling the
promolion resuling n mmediate
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execulion.
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levels of read mles wers achisved
thraugh a “mulli read " stebsgy
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reads, Thess sirong resulls erabls
rabusl inventary Imcking, especially

at share level, &= well as the
efficizncy of movement of product
Trami the DC o the slore,

Resolution:

This ssp=nmznl ilusirates how EPC
iz changing the: CPG indusiry by
improving relail promotional
execution. The implications of this
experiment b=ad o a number of
beredils ncluding:
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Other Areas of Significant Benefits
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Tag Costs for Promotions are Marginal

RFID tagging promotions is a small investment

Display Promotional - Conservative estimates:
Cases may not be any
Stores =00 =00 additional labor costs
Lnits/store 1 30
Tags 500 15,000
Cost/tag 0. 14 t0.14  Depending on product
Tag cost 70 2,100 margins, as few as 1
additional unit per store

Labor/hour $10 $10 may cover the tag costs
Tags/hour 20 500
Total Labor £250 £300

 Compare this cost
Total Cost %320 42,400 against total promotional
budget or shipper cost.
What percent of that
budget should be
allocated to execution?



Performance Analysis Summary — Primary Areas

Stock-Outs

Early product movement to sales floor: EPC movements
as ‘lead indicator’ to promotional Stock-Outs

X% of stores placed Y%+ of forecast on
sales floor from 2 days to 2 weeks before
launch and had Z%-+ sell-through soon
after, creating a potential stock-out
before the promotion launch date

~2-3 days time between the EPC sales floor
movement indicator and POS sell through
for these stores. Opportunity to replenish
these stores before launch or increase
future event forecasts for these store

Measurel: FISIYrIE:
A5 | | | | i i
s , : : : | |
a (75 e , N
i i EPI(:ZI Sales i i i i POS
| Sales Floor Forecast | oor 4 Z L 5 Sell-
! . Movement I B :
| ' Indicator | | | / Through
Total Stores | | | | | |
Tested L ; : : : :
796+ |
=29 | Avg. No. of Days
Sell-Through

All measurements and results based on retailer feature event for tagged SKU'’s



Performance Analysis Summary — Primary Areas

Store Event Execution

SALE || SALE

() Late product movement to sales floor: EPC movements
as an indicator for Store Event Execution of promotion

VIESSUTES .'rllslllglnl.!:_

X%

First sales
floor stocking
event after
promotion

Total Stores launch date

Tested
Late Lower
Movements Sell-Throughs

Late movements correlated to lower sell
through at those stores. Opportunity to
alert the sales team or buyer/store
managers in exception cases

e X% of stores had their first sales floor
stocking event after the promotion
launch date



Performance Analysis Summary — Primary Areas

Correct Display Execution

(») Correct display execution (based on amounts moved)
on sales floor

Measure:

HEEEEEN
. . . . . . Display Events Display Events
Not Detected Detected

« Large groups of EPCs moving together
to the sales floor identified a store
building a display

Average sales of stores where “display
guantity stocking events” were detected
was X% higher than stores where those
events were not detected



Performance Analysis Summary — Primary Areas

Correct Display Execution

(+) Scavenging the display pallet

- Measure:

o When the display T !
arrives to store, it i ' Expected
is taken apart by ! v uplift
associates. Items i i
and parts of the —— Act_ual
display go to the uplift
regular shelves. Display

------------------------------------------------------------------- pallet

9 product Baseline
Then, the empty cost sales
display pallet is trashed level
at the box crusher Regular
) ) product
instead of going to the

. cost
sales floor as a unit. p »
Costs Revenue

= No space available for display pallet in backroom Exception reporting of display pallets that spend
or sales floor when received. less than 1 day on the sales floor then are seen
« Or, the display was too large for the store format, at the box crusher on the same day.
such as a pallet display where only endcap space

causes: How do we detect it?
is available.



RFID Dramatically Reduces Store
Execution Cost & Cycle Time
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Which Promotional Events are Best
Suited to RPE?

Tightly Managed Loosely Managed
Promo Event Promo Event

‘&.q. Standard Feature)
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PROMOTIONS EXECUTION

Performance Summary /

Baseline Next Steps

Promotion

Live Monitoring

Analysis

IDENTIFY PERFORMANCE /
VALUE CREATION ISSUES
AND OPPORTUNITIES

BASELINE PERFORMANCE /
IDENTIFY PROMOTION

LIVE-MONITOR PROMOTION
SHARE FINDINGS

MAIN STEPS = |dentify promotion to pilot = Tag promotion = |dentify all promotions Final meeting to present
= Define business context of = Use OATAxiom to monitor pilot issues / opportunities = Summary / $ impact
promotions (e.g. Thanksgiving) | = Analyze ongoing performance = Determine $ impact of issues|  of promotions issues
= Determine performance metrics | = Suggest real-time intervention to / opportunities and opportunities
and performance expectations remedy performance issues = Identify any process issues |= Path to scale RFID
(RFID or otherwise) benefits
CUSTOMER = Interviews with promotions | = Meetings with Promotions * Promotions team inputs |= Final meeting with

INPUT REQUIRED
(LIGHT=Need to

stake-holders (sales, supply
chain)
= Promotions Plan/SLA’s

team (Sales, Customer
Service, Supply Chain)
= Store coverage resources

(Sales, Customer Service,
Supply Chain)
= Access to select

promotions team
and business
stake-holders

have) = Order script / forecast info = Access to select Enterprise Enterprise and value (Sales, brand
= Access to select Enterprise data data (POS, Order, Inventory) data management)
OUTPUT = Identify specific RFID-enabled = List of 'tagged promotio.n.al SKU's | = List of specific promotipns = Findings / '
promotion (time, stores, SKU's) | * OATAxpm reports detailing perf(_)rmance opportunities Recommendations
to evaluate promotional product moyement and issues _ =Order Forecasting
= Understanding of performance ] Frequent (weekly or earlier) = Compare promotions _ =Process (store /
expectations for both supplier promotion progress update for performance to expectations RFID)
and retailer Promotions team = Determine cumulative $ = Business Case for
« List of performance metrics to = Real-time intervention (e.g. new impact of all issues and using RFID on an
mi)nctholr)ngnnect metrics with order, store visit) for issues opportunities surfaced ongoing basis to
revenue. and cost implication detected (e.g. stock-out, non- through promotion pilot improve promotions
movement of promotion product) effectiveness
TIME Span| (-4 weeks) to start of Promotion (-2 week) through Promotions Period | (-1 week) through Promotions |1 day (Final meeting)
Period (+2 week) Period (+3 week)
Customer

commitment

~ 1 man-week

~ 1-2 man-weeks

~ 1-2 man weeks

~ 1 man week




