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Agenda

Presentation of Tuko

= Different time spans of forecasting
= Case 1. Forecast-based resource planning

= Case 2: Changing the processing of quickly perishable
goods into a forecast-based model (milk)

= Case 3: Shortening the delivery line through forecasting
(fish)
= Best practices of forecasting (target state description)




Basic task

Tuko Logistics is a customer-oriented company that unites the volumes
and purchasing power of its customer owners and provides selection,

acquisition and logistics services guaranteeing delivery reliability and efficiency.
Tuko Logistics is highly integrated in the value chain of its customer owners.

=  QOur core competence is thin streams of goods for retail trade and large-scale consumers in the
perishables business

=  We maintain basic, seasonal and customer-specific selections covering the needs of our customer
owners, and we ensure competitive strength with centralised acquisition negotiations

= As part of our service selection, we maintain and develop our own brands and import selection to
support the sales and profitability of our customer owners

=  Qur distribution service covers all of Finland, and we selectively support the international operations of
our customer owners in the neighbouring areas

=  We maximise the synergies of our customer owners in selections, purchasing power, logistics and
other common services so that the entire value chain becomes as competitive as possible all the way
to the end consumer

=  We operate with a small profit margin, which enables an efficient organisation. We abide by the so-
called Mankala model principles
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Key figures 2009

= Turnover MEUR 790 Owners %
= Personnel, man-years 700 = Wihuri Oy 41
= Personnel, employees = Suomen Lahikauppa Oy 39

approx. 900 = Stockmann Oyj Abp 10
= Selection, products 25,000 = Heinon Tukku Oy 10
= Stock items 16,500

Suppliers

Delivery addresses = Finnish 430
= Retalil trades 1,000 = Foreign 426
= Large-scale consumer

customers 4,500

= \Warehouse outlets 33
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Different time spans of forecasting

= Applications determine the forecasting needs

= Despite different contents, forecasts should be created
from an integrated process (CPFR)

= The entire line follows a common plan

= Long-term plan 1 to 3 years
= Development trends, goals and strategy of the field

= Budget

= Statistical forecast, goals, views

= Sliding forecast extending to 3—6 months
= The most important operative forecast
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One forecast serves all processes

Acquisition plan
D Supplier
Acquisition
transports
Work shift
planning
Production plan

Employment
forms
Subcontractors

Transport
companies, etc.
Other parties

Other partners
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/Making and following one forecast
benefits the entire line

Delivery reliability improves

Suppliers' delivery reliability
improves

Slack decreases
Working capital decreases

Positive influence on personnel
expenses

Need for space decreases (door
areas)
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Forecast-based resource planning

Warehouse work is highly labour-intensive and

significant savings can be gained with better planning
and control

Due to the nature of the operating environment, delivery

reliability is of critical importance - leads easily to over-
resourcing

For recruiting needs 6 months at the week level
For work shift planning 2 months at the work shift level
For precise planning 7 to 10 days at the hour level
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Forecast-based ordering

= Two pilots have been made at Tuko with focus on
statistical forecasting and forecast-based ordering. The
pilots have been realised in close co-operation between
Lahikauppa, Tuko and the supplier

= As pilot targets, suppliers were chosen from two very
difficult product groups: milk and fish

- Sought -after benefits:
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Improved control over the supply chain of quickly perishable goods
Improved delivery reliability

Improved anticipation of demand changes with the help of advanced
forecast models

Faster delivery line

Shorter supply chain (fish products)

Lower margin leakage




Milk example T old model

3. Delivery to Tuko

>
Milk supplier Tuko Logistics
6 ------
2. Order to the milk A
supplier /
/
/
4. Delivery to the sho ,' 1. Order to Tuko

Traditional cross-docking
model, where the
supplier delivers a bulk
order into a terminal
and products are
distributed to customer-
specific transport units

Consumer
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Milk example 1T forecast-based model

2. Delivery to Tuko

>
Milk supplier Tuko Logistics
6 ------
1. Order to the milk A
supplier /
/
/
4. Delivery to the shop ,' 3. Order to Tuko

Cross-docking has been
replaced with the
warehouse model. It has
been possible to
decrease the stocks of
the entire chain with
accurate forecasting!

Consumer

TUKO

LOGISTICS

ELDORADO




Milk example T general

Bull Whip Effect
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=  Sales

== Store order
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Milk example T results and observations

Results

The delivery reliability of milk has
been between 99.4% and 99.9%

At the same time, sufficiency has
been pressed to 0.3-0.5 days

It has been possible to delay the
order time by several hours on
weekdays and by over a day at
weekends

Already at this stage, shelf
availability has improved
compared to both the pilot group

result of the previous year and the

entire chain level
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Other observations

Only midway of the actual supply
chain control has been reached in
the model

The model has brought savings
and more efficiency into the
process from the first day on

The pilot will be extended and
deepened as quickly as possible!




Milk example T the next development phase
5. Delivery to Tuko

>
P N —

4. Bulk order

G ——————

1. Forecast to the milk A
|
I
|

Milk supplier Tuko Logistics

supplier

Product orders are not
forgotten

The development of /
centralised competence is
easier and better results are
gained

Demand variations can be
predicted with the help of
advanced models l 2. Sales transaction
No personal/location-

specific differences in
ordering competence
Freeing up personnel time

6. Delivery to the shop

Suomen Lahikauppa p:

/

3. Information on the sales transaction

and the balances to Tuko
Consumer
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Fish example T general

= Quickly perishable, very difficult product group
= Great wastage Is typical

= Not critical like milk, so weaker delivery reliability can be
accepted

= Products are packed abroad and the delivery line has
included one “extra” logistics operator

= There has been a lot of problems in these products that
have mainly been caused by the problematic delivery
line

Slow reactiveness to changes

A lot of stock-outs

Many handlings
Expensive structure
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Fish example T starting point

2. Supplying the orde
Fish supplier €= = = = Tuko Logistics

. k 1. Order
_ 4. Delivery
3. Delivery 0 Tuko \
\

5. Cross-docking
and distribution

3rd party logistics Suomen Lahikauppa

6. Sales transaction l

Cconsumer

At the starting point, products were
handled in four places before reaching
the shop
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Fish example i present state

1. Forecast-based

Fish supplier €= = = = Tuko Logistics
>
2. Delivery 7
0. Weekly forecast Yy 0 Tuko y/ R 3 Order
to the supplier DS 7’ 4. Collection \
and distribution \

3rd party gistics Suomen Lahikauppa

5. Sales transaction l

With the help of forecasting, it has been

possible to straighten the supply chain and
to leave one actor out completely.

The supplier can plan its production in
advance with the weekly forecast - the
time span will be further increased

Cconsumer
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Fish example 1 forecast-based model

Margin +30%

201040 201041 201042 201043 201044 201045 201046 201047 201048 201049

Margin leakage -57%

B sales (pes) g’:ﬁr' B Margin leakage (€ of turnover)
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Fish example T results and observations

Results

Margin leakage decreased by
57%

Products' selling time in shops
has been increased by several
days

As the most recent change, the
supplier is provided with a
weekly forecast
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Other observations

Here as well, the three-step
co-operation has worked

extremely well as all parties
have been actively involved

In order to reach the optimal
situation, the best suited
forecast model and suitable
forecast parameters must be
searched product-specifically

Exceptional times require
separate processing




Fish example i the next development phase

4. Forecast-based

Fish supplier €= = = = Tuko Logistics
>
5. Delivery ¢ :
1. Weekly forecast ¥~ y 6. Collection
to the supplier > ~ 0 TUKO/ /|\ \ and distribution
~ o -
|
\
3rd par» (ogistics \ Suomen Lahikauppa
\
\
N

3. POS data and\
balances to Tuko

l 2. Sales transaction

In the next development phase, we can
create an excellent view on all three
levels of the supply chain with the help
of POS data.

Cconsumer
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Best practices of forecasting 1/2

The best possible data that has been gathered from
different departments is used in forecasts

Forecast errors are continuously monitored and the
reasons behind them are analysed with the purpose of
removing them from the following forecasts

The process has a clear ownership and responsibilities
are well-defined

The data used in forecasting is clearly defined and
people from different departments have been authorised
to produce the needed data

Statistical forecasts are improved with top-down and
bottom-up forecasts




Best practices of forecasting 2/2

Just one operative forecast for the needs of the entire
company

Everybody needs to understand the necessity of
forecasting as it influences product availability, working
capital and the overall efficiency of the supply chain

Forecasts are “approved” by a necessary forum at
reqular intervals

Forecasts are the most accurate operations plans and
do not include any certainty levels. They will be added
later as needed

Forecasting is a CONTINUOUS process and adequate
effort is required!
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Relex Seminar 19 January 2011:

Boosted supply chain with more accurate
forecasting!

Utilising forecasts in boosting the trade supply
chain:

- Case Tuko Logistics

Laurl Loikkanen
+358 40 517 2618
lauri.loikkanen @tuko .fi




