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Third-Party Logistics Companies —
Frame of Reference

 3PL’s role in supply chain management is
analogous to contractors’ or consultants’ role in

public sector transportation
e Provide value-added service to their clients

* Provide level of expertise or knowledge within a
given area that clients themselves do not have

« Work closely with clients to achieve clients’ goals
 One difference between 3PL companies and

transportation consultants is 3PL services
provided are usually on-going and last many

years /



Third-Party Logistics Companies —
Primary Services

« A 3PL’s services may include: inventory
management, warehousing, financial services,
transportation, and distribution

 Each 3PL typically has a core service or
specialty area which other services support
1. Transportation
Distribution
Forwarding / brokerage
Financial
Information technology (IT)
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Transportation-Focused
Third Party Logistics

Often performed by freight carriers

Carriers developed other services and created
subsidiaries In response to expanding
customer requirements

Services provided include transport
management, dedicated contract carriage
(DCC), and fulfillment (i.e. assembling orders)




Distribution-Focused
Third Party Logistics

e Originally focused on public or contract
warehousing services

 EXxpanded services Into inventory management
and order fulfillment to meet customer
requirements

 Market coverage footprint can vary from local
to global

Y.



Forwarding/Brokerage-Focused
Third Party Logistics

e Originated from intermediaries such as freight
forwarders, brokers, and agents who
coordinated between shippers and carriers

e Arrange transport-related services for domestic
and international shipments

 The forwarder or broker is like a wholesaler —
they secure transportation services with
carriers at a discounted rate that provides
Increased profit margins for shippers

Y.



Finances-Focused
Third Party Logistics

 Help customers with monetary issues and
financial flows in the supply chain

« Traditional services include freight rating,
freight payments, freight bill auditing, and
accounting services

 Some finance-focused 3PLs have expanded
services to include IT systems for freight
visibility, electronic payment, carrier
compliance reporting, and claims management

Y.



Information Technology-Focused
Third Party Logistics

Services include online freight optimization,
planning, routing, scheduling, execution,
settlement, and sometimes brokerage

Often offer online access to transport
management and warehouse management
systems

Utilize software that does not require licenses




Third Party Logistics —
Asset Classifications

. Asset Based (usually transportation or
distribution-focused)

. Non-asset Based (usually brokerage, finances,
or IT-focused)

. Asset-lite (use contracted assets)

y,
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SEPHORA GLOBAL

The leading chain of perfume and
cosmetic stores in the world

1300 sephora stores WOrldWide in 27 Countries

873 stores in Europe and 151 stores in Asia




SEPHORA USA, INC.

» 1998 - Sephora opened its first store in USA (Soho)
« 2004 - Sephora opened its first store in Canada

« 2008 - Sephora reaches $1 billion in annual sales

« 2009 - Sephora opened a store in Puerto Rico

e 2011 — Sephora opened its first store in Mexico

« 2012 — Sephora opened its first store in Brazil

* Today
0 US - Opened over 25 new stores in 2012, ending the year at 327.
o Canada — Opened 7 new stores in 2012, ending the year at 38.

0 Sephora inside JC Penney locations (SiJCP)- Currently around
380+

o Brazil — Currently 2 new stores in Sao Paulo
envista



SEPHORA - Products




Why would | use 3PL services?

« |T capabilities
e Supplement internal expertise
e Lack of internal expertise

* Opportunity to reduce costs, improve financial
performance

e Opportunity to increase resource capacity or
Improve asset productivity

Y



Each retailer or manufacturer has different
requirements which drive 3PL use

Reasons for Using 3PL Services Reasons Against Using 3PL Services
e  Opportunity for cost reductions * Logistics is a core competency of company
e Ability to focus on core competencies e Cost reductions would not be experienced

e Opportunity to improve customer service *  Control over outsourced function would diminish
* Improve return on assets e Service level commitments would not be realized
* Increase in inventory turns e Company has more expertise than 3PL providers

* Productivity improvement opportunities ¢  Logistics is too important to consider outsourcing

e Imbibe more flexibility into logistics  Qutsourcing is not a corporate philosophy
processes e Global capabilities of 3PL need improvement

* Access to emerging technology e Inability of 3PLs to form meaningful relationships

* Expansion to unfamiliar markets e Issues related to security of shipments

e Ability to divert capital investments

Sources: B.S. Sahay and Ramneesh Mohan, “3PL practices: an Indian perspective, International Journal of Physical Distribution &
Logistics Management, Vol .36, No. 9, 2006; and, Georgia Tech and CapGemini LLC, Eleventh Annual 3PL Study, 2006.




Sephora - Global Supply Chain

B Vendors |
A DCs )
Pool Points
UTI / Camp Hill, PA
Stores
Dot Com Customers




Sephora’s Inbound Supply Chain Network

Int’l Venddﬂrs

Ocean = 83% of intl IAD or LAX
Air = 17% of int'| shipments

East Coast DC
+ Annex

US Vendors

o
FTL — double stae

LTL Consolldatlon
(Northeast Vendors)

T LTL — Pack by Store (DSD) NS
Canada Vgﬁdors UTlI - Toronto




Sephora’s Outbound Supply Chain Network

Hawaii Stores

B _.LCL %
= Northwest Stores h-: .

Canada West Stores

West Coast DC

outheast, Midwest,
West Stores

&%

East Coast DC
+ Annex

Fast Stores

Puerto Rico

N

Canada East , Central Stores

UTI - Toronto LTL'
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Menlo — Global Non-Asset Based 3PL Division
of Con-way

Conwaey
|

|
Menlo. Conway. Conway.

WORLDWIDE LOGISTICS FREIGHT

|
Conwaes.

MULTIMODAL

Supply Chain Management LTL Transportation Truckload Transportation
Founded: 1991 Founded: 1983 Founded: 1951
2013 revenue: $1.5 billion 2013 revenue: $3.4 billion 2013 revenue: $636 million

€1.1 billion €2.5 billion €470 million
Employees: 6,500 Employees: > 18,000 Employees: 3,600
Geographic scope: 5 continents Geographic scope: North America Geographic scope: North America
Non-asset based Trucks and Trailers: 32,750 Trucks: 2,700 Trailers: 8,000

I
Jointly Shared Services




Menlo Offers a Wide Array of Supply Chain Services

DISTRIBUTION

TRANSPORTATION
MANAGEMENT

VALUE-ADDED SERVICES

INTEGRATED LOGISTICS
MANAGEMENT

SOLUTIONS
ENGINEERING/CONSULTING

Dedicated multi-client warehousing
Cross docks, VMIs
Export / import consolidation programs

Domestic (in-country) transportation management
Global forwarder management (air and ocean)
Brokerage

Light Assembly e Packaging / labeling
Postponement e Staging
Kitting e Configuration

End-to-end global supply chain management
Inventory visibility and proactive event management

Logistics solution design
Network configuration / planning
Supply chain analytics




Logistics Services Provider in 20 Countries

REVENUE:
PN c— ¢ $1.5 billion / €1.1 billion
.CDT'\‘IE‘?EIEd W
GEOGRAPHIC SCOPE:
P * 5 continents
smuaeo AR e e 20 countries
Richmond @
of San Bemnarding Memphis Nasinille aGreensboro
@ Phosrix ®® e EMPLOYEES:
EL Pa: Dallzsa Hittanta . 6[500
Austin g
Monterrey @
[
e T T ey
® 70 Facilities in
e North America eHelsinki
Dublin® A.msterdam
Auburn Hil Swindon 1 e®Prague
uburn Hills g T t ®Budapest
Aurora® ot 00N Rottérdar? Sohren
San Francisco e erS€l Maastricht
Monterrey
[ ]
Guadalajara e ) .
® Mexico City
® Menlo Warehouse Locations ® Manaus
Supply Chain Offices elima

O Campus Environments

* Headquarters

@ Sédo Paulo

Santiago

Global expertise, leveraged buy and best practice sharing

GLOBAL WAREHOUSING:
e 20M ft2

GLOBAL MANAGED

TRANSPORTATION:
e $2.5 billion / €1.9 billion
e 4.1M shipments

o Uriimqi eShenyang
Xiane ®Beijing
Chengdu.Wugan % Shanghai
Delhie Guangzhou
° Hong Kong
Mumbai
Bangkcﬂ(

) e Kuala Lumpur
Singaporee®

® Sydney




Menlo has a board range of clients across many industries

Automotive Hi-Tech Industrial Consumer / Retail
NA‘.’;'S }';‘IR / Tektmnlxj CATERPILLAR’ —
f@ STANLEY Good ife. Great price @%
- Canon ¢
TOYOTA . MAQUET V
m & Bohcat.

@ ) BOSCH

Jh TAKATA

Government

NetApp-

Gofurthar, laster
BELDEN
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(ZINCR

& Trimble.
Blue@Coat

Internet
Provider
PHILIPS
(comcast.

GENERAL
DY NAMICS

LENNOX) 3M
bp

Diebold

.";;g? Bayer MaterialScience

MITSUBISHI
ELECTRIC

& Electrolux
Triumph ¥
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http://www.trimble.com/index.html
http://www.raleighusa.com/index.asp
http://sg.wrs.yahoo.com/_ylt=A0oGktdLnHhG39sAeVUl4gt.;_ylu=X3oDMTBzaGluZnFpBHBvcwM1BHNlYwNzcgR2dGlkA1NHMDI2NV8yNjU-/SIG=1h7ildh8m/EXP=1182395851/**http:/sg.search.yahoo.com/search/images/view?back=http://sg.search.yahoo.com/search/images?p=Robert+Bosch+logo&ei=UTF-8&fr=yfp-t-web&x=wrt&w=160&h=80&imgurl=www.stepstone.nl/upload_NL/logo/R/logoRobert_Bosch_BV_5058NL.gif&rurl=http://www.stepstone.nl/ads/offers.cfm?company=5058&size=5.9kB&name=logoRobert_Bosch_BV_5058NL.gif&p=Robert+Bosch+logo&type=gif&no=5&tt=123&oid=667cd74dcf7284c0&ei=UTF-8
http://sg.wrs.yahoo.com/_ylt=A0oGkuHpm3hGQtIASVYl4gt.;_ylu=X3oDMTBzM2dqM3VvBHBvcwM0BHNlYwNzcgR2dGlkA1NHMDI2NV8yNjU-/SIG=1iemionih/EXP=1182395753/**http:/sg.search.yahoo.com/search/images/view?back=http://sg.search.yahoo.com/search/images?_adv_prop=images&imgsz=all&imgc=&vf=all&va=toyota+logo&fr=yfp-t-web&ei=UTF-8&w=200&h=167&imgurl=www.jalopnik.com/cars/images/toyota_logo.jpg&rurl=http://www.jalopnik.com/cars/news/toyota-to-launch-16-new-models-in-30-months-115763.php&size=9.0kB&name=toyota_logo.jpg&p=toyota+logo&type=jpeg&no=4&tt=16257&oid=8d4df91d48df6286&ei=UTF-8
http://sg.wrs.yahoo.com/_ylt=A0oGkuAsnnhGMV8AKGcl4gt.;_ylu=X3oDMTBzODgxZm1qBHBvcwMxBHNlYwNzcgR2dGlkA1NHMDI2NV8yNjU-/SIG=1gritolqt/EXP=1182396332/**http:/sg.search.yahoo.com/search/images/view?back=http://sg.search.yahoo.com/search/images?p=Diageo+logo&ei=UTF-8&fr=yfp-t-web&x=wrt&w=108&h=23&imgurl=www.aandb.org.uk/Asp/uploadedFiles/Image/NI 04diageo.jpg&rurl=http://www.aandb.org.uk/render.aspx?siteID=1&navIDs=1,7,346&size=13.6kB&name=NI+04diageo.jpg&p=Diageo+logo&type=jpeg&no=1&tt=54&oid=6a7249f225cd4d92&ei=UTF-8
http://comcast.com/default.cspx

What Warehousing Services Do 3PLs Typically
Provide?

Facilities and Services

* Hire employees, purchase equipment, obtain leases- everything needed to run a
warehouse

* Multi-client facilities that provide space and resource flexibility

* Client-dedicated facilities

* Value-added Services: assembly, VMI, kitting, software loading, serialization
* RMA activities including warranties, returns, refurbishment and testing

Process

 Standardized processes to drive operational efficiencies
* Lean continuous improvement (Menlo and others)

* Best Practices from other customers and industries

Technology
* Warehouse Management System to improve productivity and manage inventory
* Integration with client ERPs (Enterprise Resource Planning systems)




Menlo Examples of Value Creation for
Warehousing Clients

RELATIONSHIP
CUSTOMER SCOPE LENGTH KEY ACCOMPLISHMENT

L . .
@ NCR 4 WH Operatllons in4 1 P 7% YOY cost savings, assumed
Countries client facilities

32 WH Operations in
Inventory management plan,

Confidential Client 28 Countries, Trans 6 Years .. . .
eliminated inventory write offs
Management
. 0 .
4 WH Operations in 4 5% YOY cost savings and
b . 11 Years strategy to meet growth needs
Countries
Enabled extensive growth by
g@ 5 WH Operations in 5 allowing them to focus on their
10 Years

Countries core competency- Marketing




3PLs Can Provide End to End Transportation
Management Solutions

Carrier Procurement

* Leverage spend to reduce
carrier expense

* Domestic and international

* Executive level relationships
to improve service

e Carrier payment and
financial management

» Staffing to manage and
execute day-day traffic
operations

* Centralized at 3PL location
or at customer site

* Engineering resources to
find savings opportunities

* Transportation
Management Systems
(TMS)

* Consolidation and mode
optimization

* Visibility for customers
and suppliers

* Integration with client
systems




Menlo Solves a Different Business
Challenge for Each Transportation Client

RELATIONSHIP
CUSTOMER SCOPE LENGTH KEY ACCOMPLISHMENTS

Domestic LTL/TL Delivered significant savings
Transportation 21 years through vendor compliance cost
Management reduction
Network Engineering- all Millions in savings through rate
STANLEY,_ g g 15 years negotiation, optimization, and
modes . .
engineering
4;@@;» On-site and Centralized Consolidation of Field Activities,
. . 7 years . ..
(Department of Defense) Traffic Operations transportation optimization
On-site and Centralized NA
|V [~y o i i
N/_, “,,AR e o — 5 years Savings of $135M in last 5 years
. . . Impl tati f safet
gonfldentlal Oil and Gas On-Site Traffic Operations 5 Years mplementation of satety
ompany

program for carriers
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enVista is a leading supply chain and IT
consulting services firm

enVista’'s unique ability to consult,
Implement and operate

+

b IMPLEMENT

unrivaled consulting experience, deep
en\{s?a' vertical expertise and comprehensive

-- solutions portfolio
OPERATE -

one strategic partner to achieve cost
savings and greater efficiencies in your

supply chain, transportation and ERP




A consultant or 4PLs services are strategic or
tactical, depending on the customer needs

Transportation Master Planning ——
Process & System Design —
Systems Implementation —
Business Process Outsourcing —
Brokerage

Sourcing —
Freight Invoice Audit/Bill Pay —




Transportation and Warehousing services
dominate 3PL demand

. 23.7%
Transportation Management 4,172
, 19.6%
Warehousing 3,455
18.8%
T —— 3,312
. 9.5%
O ] 1677
ermatonal R — 1422
. 5.6%
Supply Chain Management = 979
Dedicated Contract Carriage 4.5%
B 785
4.1%
O 727
3.3%

Intermodal 573
- . 3.0%
Lead Logistics Provider 521

o 500 1,000 1,500 2,000 2,500 3,000 3,500 4,000 4,500 5,000

Primary 3PL services provided are led by transportation management

(23.7%), warehousing (19.6%) and value-added services (18.8%).

Source: Armstrong & Associgtes, inc. Report “Trends in IPLCustomer Relotionships - 20137 (An analysis of 5,398 3P/ Customer relotionships).




Growth by U.S. 3PL market segment

2013E 2013E % Change
Gross Revenue Net Revenue 19355-2012 2013E vs. 2012
3PL Market Segment (Uss Billions) (USS Billions) of Yc] ] Net Revenue
Domestic Transportation Management 45.2 7.2 11.2% 9.0%
Dedicated Contract Carriage 12.1 11.9 7.3% 4.5%
Value-Added Warehousing & Distribution 37.2 28.7 13.7% 4.0%

Met Revenue Growth by 3PL Segment

31,000
29,000
27,000 —
25,000 ~
23,000
w 21,000
5 19,000
E 17,000
15,000
a 13,000 ff
= 11,000 Ve — ~ e
3,000 _ﬁ-—-—-—._____‘_._..--""'r

5,000
o000 | = —

1,000

2995155, 499 , 2565 189y 20gy 00, 200, 2003 200, 20gg 00 <00, 20ng 2009 201202, 901, %015,

Value-Added Warehousing & Distribution [VawD)
— Dedicated Contract Carriage (CC)

International Transportation Management (ITM)
= Dipmestic Transportation Management (DTM)

Copyright & 2013 Armstrong & Associates, Inc.




TMS evolution and newer processes enable this type
of operations models for consultants and shippers

Traditional Traditional Managed Managed
Shipper Consultant Systems Operations

Traditional
3PL

. Shipper or Shipper or
Ownership of | Shipper - Shipper Hybrid Hybrid -1 3PL
Software License Provider Provider
. Hybrid Hybrid
Implementation | Shipper - Consultant provider & provider & - 3PL
& Integration TMS Vendor TMS Vendor
Super User . . Hybrid Hybrid
Staffing || Shipper | Shipper provider provider 1
Operational || Shipper — Shipper Shipper Syl - 3PL

provider

Staffing




Inbound Planning

* Freight Term Optimization
* Optimization

+ Consolidation

Retailer / Distributor / Manufacturer

Strategy
Systems
Finance

Execution

Outbound Planning
* Dynamic planning
+ Complete visibility

e

4PL planner Shipper planner

Center of Excellence

Inbound and Outbound is managed
Savings through consolidation / optimization
Improved Visibility

Comprehensive audit

Retail Store




Consultants can implement, or use optimization tools for network
design and ongoing operations support

Optimization Run - Shipment Network

RateTable [ D01 -MO30" Majo2 = | —

Load Count: 792 Shipment Count: 1001 €0: Change: 583 tons
Direct Miles: 1,943,171 Dptimized Miles: 1,090,162 Milcage Change: 263,008 (19.5%)
Direct Cost:  $225,901.12 Optimized Cost:  $199,567.93 Optimized Savings

St DESCARTES e

- Optimizer Loads | Optimioer Shpments | Optasizer Events | Optinizar Capacty |
Total Rows: 792

LosdReferonce  Shpments ! Legs | Events  OptContrect | OptRete  DuectRote  Sevngs | Pdap loc . o e s
& Load 001 & z PPO WC_TL (11} 360754 673330 3125.76 LIVERMORE, CA -

% Load 017 s z PFD WMC_TL (TL} 916,18 419137 1275.18 LIVERMORE, CA Cunomce | Feset | Advanced Fnd | Shuw Al | At ik

% Load 023 s 2 pPO WME_TL (TL) 2750.39 S060.14  2329.75 CITY OF INDUSTRY, CA

& Load 050 s 2 PO WMC_TL {TL) 195831 199,02 40.72 SAN DIEGO, CA s, it

+ Load 067 s 2 Poo WHC_TL (TL) 100027 Z164.00 116374 HAZLEMURST, GA s

¥ Load 133 5 zen  wmomim) 38 mOAsT  ATLOZ OLIVEBRANCH, MS : ' e 1

# Load 012 4 1 PD WMC_LTL(LTL) 595,14 71185 116.72 REDLAMDS, CA o . . L

3 Load 014 4 2 Foo WMC_TL (TL) 290235 416746 1265.11 WOODINVILLE, WA * s e

& Load 029 4 1 PO TLLTL) 1531,02 167199 140.97 REDLANDS, CA : ‘ ::; e

+ Load 05 + 2 oPes WME_TL (TL) 221790 HEOB0 147289 LOS ANGELES, CA . !

# Load 042 + z PPD WMC_TL (TL) 2076.14 I¥ze8 27635 CHTY OF INDUSTRY, CA & = . £

# Load 044 4 z PO WMC_TL (TL) 218233 3686 214.53 FONTANA, CA

# Load 045 “ ) WMC_LTL{LTL) 117446 1302.97  128.51 REDLANDS, CA

% Load 049 4 1 PO WMC_LTL{LTL) 35,03 E5.09  250.07 REDULANDS, CA

& Load 059 4 1 FD WME_LTLLTLY 461,10 SM32 113.22 NEOSHO, MO

+ Load 087 4 2 /PO WHC_TL (TL) 102292 448,42 425.49 DOWAGIAC, M1

+ Load 089 4 1P WMC_LTL{LTL) 241,54 IBLIT 13965 NEOSHO, MO e VT i
# Load 109 4 z PPD WME_TL (TL} 499,14 516,17 17.03 MASON, OH 5 = M,I_Tneapnhs
¥ Load 131 4 2P0 WME_TL (TL) 210,00 27589 65.50 RANCHO CUCAMONGA, CA 3 Gonw -

Raroaapaks " 3

g ot fnce i

™ e
Fak . g

s oin

TRARITOTIE igmct

T et a0

Sometimes they license the software, but mostly implement and operate on client
licensed tools, such as....

DESCARTES 3G Qs el | A = e




Consultants and 4PLS also develop IT platforms and dashboards so
that shippers can be more analytical and understand their spend

— lcaes @
1000 ¢ — .L = : ,
sooT Q3-10 | W Late (100s) -..-—.-. ( e
;001 @ NoPOD . | Aol
W -

s00+ r .—‘_iE‘T#

4001  Pravious Weaek A H
o
=00T T Weekly - "ﬁ{} Pravious Waak
200+ Z
100 8 Quarterly Previous Month

-
] oYTD
Qi-0E QiiD Q310 QEA0 Q-0 10/01/09 - 10/30/10 01/01/10 - 09/18/10
l"—'
| Al Carners . Ground
- £18,250,627.20 B MDA
Fercent: 48.48% M zoay
1800 Total
- W 20sy - -
B SGround :m . » en
IMTL . & 3 e
o 1200 . ;
1000
800
600
400
Pravious Week 200
0
Prawicus Month
QYTD

01/01410 - 08/28/10




These web-based tools help shippers understand their
data over time across all modes

¥ A S . —— .
(4l Carners . Ground All Carriers
. £18,250,627.20 ¥ DA 10001 NoPOD
Percent: 48.48% = ;gw 900 Q3-10 W Late (100s)
8y
B Ground 8004 912 | MNS
. THTL 700+ . MNoPOD
600+
soo+
4004 " Previous Week
z004 -
Prewious Wesk CWeskly
200+
Previous Maenth 1004+ G Quarterly
e u- oo 1-10 2-10 3-10 10
01/01/10 - 08/26/10 R 10/01/09 - 10/30/10

LAl Carriers ‘ £1.60— 03-10
$1.40+ $1.34

$1.20

$1.00
$0.80+
$0.60 1+
$0.40+
$0.20 Weskly

$0.00 GMonthiy
08-09 09-09 10-09 11-09 12-09 01-10 02-10 03-10 04-10 05-10 06-10 07-10 05-10




QUESTIONS?

THANK YOU
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