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History of Order Fulfillment
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Better Ingredients.
Better Pizza.
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Same-Day Fulfillment Vs Same-Day Delivery

« Same-Day Fulfillment —
Inside the “Four Walls”

« Same-Day Delivery —
Same-Day Fulfillment + The “Last Mlle”

— EXxception is the preparation o SHIPPING
for shipping
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The Need for Same-Day Delivery
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Same-Day Delivery — The Market

BI INTELLIGENCE .
Furniture I s
Large annliances NG 49%

Furniture NEEGEEEN 57%
Large appliances NGNS 49%
Electronics and s 32%

Housewares/small

Footwear HNNEGEGEGEEEEET e 9%
Flowers [NNNEGEGEGEGEEEENEE . a7
Clothing 17%
Toys/games 15%
OTC drugs/medical 20%
Office supplies NG 4%
Beauty/personal NG e 29%
Prescription drugs IR 6% 16%
Books and music [ NNNNNNNNNNNGNGNGNGNGNEET 5% 0%

Source: Boston Consulting Group 2012; http://www.businessinsider.com/e-commerce-and-same-day-delivery-2014-9
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Same-Day Delivery — Market Forecast

54.03 54

$3
Vaue Of Merchandise Ordered
Annualy Via Same-Day Delvery
Five-Year CAGR 154%
$1.97 52
el 51,01 S1
50.84
$062
<049 Shvpping Fees Generated Annualy By
Same-Day Delvery Services
$0.16
01 5002 $0
E201§° E2014 E2015 E2016 E2017 E2018

Source: Bl Intelligence; http://www.businessinsider.com/e-commerce-and-same-day-delivery-2014-9
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Same-Day Delivery Economics
Number of DCs and Cost of Delivery

I -
XS

Emerging player (1 DC7)

Leading edge (10 DCs)
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Best in class (35+ DCs)

Average shipping
distance to reach US
consumers =

823 miles
@ $27/Pkg

Average shipping
distance to reach US
consumers =

183 miles
@ $10/Pkg

Average shipping
distance to reach US
consumers =

83 miles
< $5/Pkg

1 Assumes demand distribution mirrors US population distribution

Source: US Census Bureau; http://www.forbes.com/sites/mckinsey/2013/12/18/next-day-shipping-wars-can-etailers-compete-with-amazon/
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Same- Day Delivery Economics
Population and Number of DCs

Source: http://www.scdigest.com/EXPERTS/WULFRAAT_13-09-03.PHP?cid=7366&ctype=content
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The Move to Same-Day Delivery
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Same-Day Delivery — Last Mile Models
“‘h Order Fulfillment Direct from Vendor

Order Fulfillment
Optimization: Fulfill

Omni-Channel M‘ OrderngZ);:g‘ptlmal
Fulfillment Cente

(EFC)

~==
Store with stems
Cross-Trained & ‘\ Order Fulfillment From

Flexible Workforce Store/Dark Store

OMS Tightly re
(N Integrated N
WM\i Systems
* A\M
Network Design Aligned to AN Customer
Customer Demand Patterns Order Fulfillment from EFC \\
\ l
Vendor \

A
\: Lockers/
Dropboxes

Pick from Locker/Dropbox

Source: Cognizant: 20-20 Insights: Same Day Delivery Surviving and Thriving in a World Where Instant Gratification Rules, April 2014
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Order Cycle Times

Order Arrival
Time O 8 Hrs 12 Hrs 20 Hrs

Fulfillment Cycle Order Pool Pick | Pack Ship Stage

Order Truck Shipment
Selection Loading

<1Hr 1Hr

Same Day

Delivery Order Pick/ Ship Stage
. Pack
Fulfillment Cycle

Order  Truck Shipment

Selection Loading
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Order and Information Flow
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Same-Day Order Fulfillment - Tensions

Productivity Order Cycle Time

e Broader Planning Windows * Order Flow Through
* Large Waves | * Small Waves

e Batching Picks e Order Picking
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Organizational Alignment

Corporate Alignment | Holidays/Seasonality

Demand

. : Automation
Planning/Forecasting

Shipping Policy
Alignment with
Transportation Strategy

Incentive Structures
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First Operational Step to Same-Day Fulfillment
Evaluate each process to eliminate waste

Too Much Inventory

Over Conveyance Defects/Rework

Complex Processing

Excess Motion

Adapted from work by Derek Browning, Lean Deployment Executive at LeanCor
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Lines per Order Effect of Batch Size on Picks
5000 4 co 10
4500 s
4000 s
S
3500 E 4
> 3000 5 c
g o s
2 2500 21.2% S
£ 5000 £
=
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1000 7.7% 2
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I [ L9% 1.2% 0.8% 0.6% 0.3% 0.2% 0.2% 0.2% 0.1% 0.1% 0.0% 0.1% 0.0% 0.2% o
o L — 1 2 4 6 8
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20+ Batch Size
Number of Lines
SKUs vs. Percent of Lines Average Containers per Shipment
1200% 160
100.0% 0
120
80.0%
100
5 %
5 nms - - - 5 80
# 20% of materials account for 84.5% of total lines picked 2
6.0
40.0%
40
JOUER 0
0% 00 - - ———
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% SKUs Container Type
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Customer Expectations

age"ggz' iz

N
N
@

Location Customer Age

Fast for 2014:
Next day to 2 days

Fast for 2015:
Same day to next day

Order Timeframe Price Point
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Benefits of Same-Day Fulfillment

Custower Safistactio

Higher Customer

) ) Lower Inventory Cost
Satisfaction y

Avexage
Poov%

Competitive Market
Advantage

Lower Shipping Costs
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One-Hour Delivery?

SN

SHOP FOR TENS OF

THOUSANDS OF DAILY
ESSENTIALS WITH THE
PRIME NOW APP.

SAME DAY DELIVERY
IN MINUTES
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For More Information:

mlogan@bastiansolutions.com
bbearden@bastiansolutions.com

Website: www.bastiansolutions.com

Or visit ProMat 2015 Booth 3953
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