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This report has been prepared by Boston Strategies International at the request of CLIENT for the purpose of establishing its operating strategies. It may not be appropriate for other purposes or audiences. This report contains forward-looking statements and
projections with respect to anticipated future performance of CLIENT, suppliers, customers, and/or general or specific economic conditions and factors that are based on Boston Strategies International’s analysis of market trends and external data. Forward-looking
statements and projections are not guarantees of future performance and involve significant business, economic and competitive risks, contingencies and uncertainties, which are difficult to predict. Accordingly, these projections and forward-looking statements may
not be realized and actual results may vary up or down. This report may not be reproduced or distributed without express written approval from Boston Strategies International.



EXCERPT

Agenda

 What is supply risk management?

 Why is it Important?

 What can you do about it?

How does each approach perform?

What is the best way to cope with supply risk?
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EXCERPT

Supply Chain Risk: A Hot Topic
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EXCERPT

Categories of Risk

Practical Categories of Risk

Supply Risk Supply Chain Risk

Reqgulatory
Compliance

e 24-hour rule

Material
Avallability

 Steel on allocation
» Specialty chemicals

Disaster
Avoidance

* 9/11 recovery
« Tsunami  CSI

Disaster
Recovery

*« 9/11
* Viruses and hackers

Cost
Predictability

* Industrial chemicals up
x% last year
» Energy prices up x%
last 3 years
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EXCERPT

Leadtime increases have been painful

100 -
90 -
80 -
70 -
60 -

Weeks 50 - —Type A
Leadtime —Type C

40 -
Type D

=) - Type E
20 - The

10 -

0 B = . i er— |

1 2% a3 T4 GE5R “GRE T8
Period

& BOSTON STRATEGIES INTERNATIONAL

© 2007 Boston Strategies International Page 5 ) R T
6/14/2011 X g : i



EXCERPT

Raw materials costs have gone wild, and
budget variances are increasing
 EXxpense: 50% are over-budget, 62% worsening

e Capital: 60% are over-budget, 73% worsening
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EXCERPT

High stakes

Stock market devaluation
* Financial loss

e Lost productivity

* Lost speed to market

e Personal stress

Career disruption
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EXCERPT

Avoidance is best; hedging Is often practical
Percent Savings by Strategy

Buying consortium
Centralized Purchasing

Value Engineering

Options
Stockpile g:ls
Contracts
Surcharges
Price Increase
Spot
-160% -56% o% 56% 106%
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EXCERPT

Potential risk management strategies

Avoid risk Diversify risk
1. Reduce consumption 1. Decentralize
2. Pass costs on to purchasing
customers 2. Join a buying
consortium

Hedge risk Minimize risk
1. Buy options 1. Buy in advance at the
2. Study and anticipate current price
market conditions 2. Sign long-term
contracts at forecast
rates
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EXCERPT

Managed risk
e Solid strategies for managing risk
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EXCERPT

Boston Strategies International

David Jacoby: djacoby(@bostonstrategies.com
Tel: +1 (781) 250-8150

Boston Strategies International is a global management consulting firm that helps market leaders
achieve competitive advantage through supply chain management through:

* Supply Market Analysis that helps identify emerging issues that affect their supply chains
* Supplier Enablement that facilitates global growth and local content requirements
* Supply Chain Optimization that reduces project and life Cycle costs
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