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Welcome & Introductions

Nari Viswanathan Tazkeea Choudhury Erin Blair
Sr. Director, Supply Chain Director, Operations Principal, Operations
Product Marketing Transformation Practice Transformation Practice Lead
20+ years of supply chain 17+ years of supply chain and 20+ years of supply chain and
transformation and technology operations consulting and industry operations consulting and industry
experience spanning global experience with global clients across experience working with global
organizations. multiple industries companies across industries
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Background & Context

In November 2022, Coupa and The Hackett Group each launched a study, engaging supply chain decision-
makers about their perspectives on supply chains.

\

2023 Supply Chain

facoupa
Key Issues Study

The State of

November 2022

Supply Chains

E¥ The Hackett Group
World Class Defined and Enabled

The Hackett Group’s Key Issues Study

- Annual study conducted to understand the business Coupa’s The State of Supply Chains Report
context shaping overall priorities as well as supply chain

— P : - Study conducted to identify perspectives on sources of
priorities and initiatives for the coming year

past and upcoming supply chain disruption, fixing supply

- 20+ industries represented (81% with manufacturing) chain issues, and the future of supply chains
« 53% with greater than $5Bin revenue « 1,000 key decision-makers surveyed
« Americas- (64%), EMEA- (24%), and Asia-Pacific- (10%) « 4 Markets: US, UK, Germany, France

based companies
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Organizations are predicting global risks will continue to cause major disruption |

2023, with continued economic disruptions being the top concern

Top Enterprise Risk Concerns

Economic downturn and/or recession 66%

Talent shortages — inability to fill critical roles 54%

Inflation 54%

Supply chain disruption 48%

Cyber and/or information security 39%

Geopolitical instability 28%

27%

Inability to successfully transform the business and related functions

Supply chain component and/or commodity price shocks 24%

Regulatory and disclosure change (e.g., ESG, taxation, healthcare,

P 23%
immigration)

Change in consumer preferences — go to market and/or behavior 18%

Source: The Hackett Group 2023 Enterprise Key Issues Study
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Amid unprecedented financial disruption, demographic shifts, and geopolitical

uncertainty, supply chain executives ranked their priorities for the coming year

2 3 SUPHY CHAIN
AGENDA

@ i

The

u Optimize
inventory
levels
Improve supply
. Enabl I
Imp.rove.s.upply chain performance na. € .Sprp Y
chain agility measurement chain digital
/resiliency . transformation
capability
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Reduce supply
risk to ensure
supply
continuity

Improve
S&OP/IBP
capability

Enhance
product
availability

Improve
supply chain
cost-efficiency

Improve supply

chain analytical Improve
modeling and commercialization
reporting support
capabilities
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Companies are undertaking a variety of initiatives to address their supply chain

concerns and priorities

Key Initiatives Planned by Supply Chain Organizations

‘ 79% ‘ /1% ‘ 64%

Optimize manufacturing and/or Optimize inventory Increase transactional
distribution network design automation levels

‘ 57% ‘ 50% . 21% 21%
Acquire or develop Roll out data management/ Nearshore/reshoring Expand supp!ychain
new skills and talent analyticstechnologies manufacturing facilities outsourcing
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Supply chain technology is deemed a key enabler of the top priorities, with network

design and optimization systems being the primary focus of investments

Technology Pilots and Large-Scale Deployments — Manufacturing & Delivery Functions

ADOPTION* BUSINESS VALUE**
C
Network design and urrent
optimization 2-3 years 92%
Transportation Current
management and

planning 2-3 years 92%

Supply chain risk Current
management (e.g.,
vendors, distributors) 2-3 years

Current
Warehouse
management 2-3 years 85%
. Current
Robots (material
handling) 2-3 years
M Piloting/small-scale deployments B Large-scale deployments None/low Medium High

*Piloting/small-scale deployments: Technology is used on a limited scale in isolated supply chain use cases. Large-scale deployments: Technology is used at scale in applicable supply chain use cases.
**\/alue/business benefit (e.g., cycle time improvement, service-levelimprovement, customer experience improvement, cost optimization).

Source: The Hackett Group 2023 Supply Chain Agenda and Key Issues Study
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Network design exercises generate the most value when following a holistic,

structured approach

Network optimization must address strategic, operational, and financial needs of the business

What is the
ideal network

to support
your
business?

£% The Hackett Group #2coupa

s N
| What is the existing network and
what are the capabilities?

& Y,

4 N
R What are the strategic

requirements of the business?

o .

4 )
| What are the logical options to

be evaluated ?

o .

4 N
.| Whichoptionis preferred and

why?

o .

4 N
.| Whatis the target distribution

network model?

o .

[ Whatis the benefitscase & )
»  implementation plan forthe

S preferred option? )

Example Considerations
Locations and capacities
Cost structure ( material cost, inventory, distribution, transportation)
Capabilities by location
Customer locations

Growth plans (markets, products, channels, customers, acquisitions)

Cost structure (fixed and variable)

Senice performance requirements and intersection with customer segmentation
Hazardous materials requirements and constraints

Alternative locations for plants and distribution centers

Expansion, consolidation, closure of existing warehouses

Purchase of larger container quantities and re-packing at warehouses
Size, role, and timing of capacity expansion investments or planned exits

Lowest landed cost

Inventory optimization, return on invested capital
Access / speed to market?

Achievement of strategic requirements (e.g., senice)

Faster end-to-end supply chain
Hub and Spoke network to reduce working capital and increase responsiveness
Postponement of re-packaging and some value-added senvices

Economics (investments, costs, returns)
Risk mitigation
Implementation timing & plan based on wolume and timing sensitivity (roadmap)
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Effective design helps optimize your supply chain network

Coupa has three key foundational modules to start your supply chain design journey!

OPTIMAL NETWORK (NO) OPTIMAL MODES & ROUTES (TO) OPTIMAL INVE?lIg?RY POSITION

; e
! -
£ o
L
WO 6% & TR TR R B MR BN NN
= Target Sarvica Live
= Design network footprint to balance = Determine optimal number of fleet to = Simultaneously optimize inventory along side
profitability, sustainability, and growth provide required service at the lowest cost other network costs and constraints
= Analyze and further optimize existing = Understand when and where to ship via = Optimize safety stock quantity and placement
network for savings and service air/ocean/truckload to achieve desired service and costs
mprovements = Balance shipments across time to = Simulation and scenario analysis to test
= Plan for and incorporate M&A, determine when and how often to deliver or policies and fine tune inventory targets
geographical expansions, etc. pickup

£% The Hackett Group #2coupa
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Continuous supply chain design essential to enable resilience

EPISODIC DESIGN

Years @

Supply Chain
Design
Months @
Weeks @ Plgréncl)r;g /
Days @
Execution
Intraday @
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CONTINUOUS DESIGN Focus on

resilience through
scenario planning
& optimization

*- =S
Supply Chain A Hand off planning
Design N policies and
N parameters such
\ as inventory policy,
Y capacity, routes,

\ modes, flows
\
1
|
1
1
1
Planning / [

S&OP p
/I
/
/
7
,/
Execution @

Focus on Accuracy to
Generate Purchase
Orders

Planning &
execution systems
need to be
turbocharged with a
continuous,
dynamic, and
democratized
Design process to
enable resilience
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Performance levels of key supply chain metrics are not meeting expectations

% of Companies that Fell Short of Performance Targets for Most Important Metrics

#3 #5

#2

PercentOn-Time, In-Full

Days Inventory On Hand (OTIF)

Days Sales Outstanding Excess,Obsolete,
(DSO) ExpiredInventory

3 of the most important metrics for supply chain executives are all related to inventory/working capital,and have

performed far worse than expectations

Source: The Hackett Group 2023 Supply Chain Agenda and Key Issues Study
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Companies are experiencing many of the same issues with inventory management

and leveraging best practices to address them

TRENDING ISSUES

Supply chaindisruption
Impacting inventory
levels

Inventory Challenges and Best-Practice Solutions

BEST PRACTICES

Develop robust planning process, enabled by
supporting tools/technologies, to address
underperforming and poorly-positioned inventory

SUCCESS STORIES

Fortune 50 retailer leveraged an enhanced
inventory planning process to mitigate risk and
reduce working capital pressures

Lack of supply
assuranceimpacting
ordering patterns

Develop alternative sourcing plans for key items
and proactively revise lead times and stocking
levels, to address stock-outs/downtime and
uncertainty in transportation assurance

Leading food and beverage company developed
new category strategies for top ingredients and
identified alternate suppliers to manage risks

Increase indormantand
slow-moving inventory

Develop an “inventory health” metric that
provides a holistic and balanced measurement
of inventory performance, including levels,
velocity, and cost

Global industrial manufacturer conducted an
inventory segmentation to identify and disposition
excess, slow-moving, and obsolete inventory, to
improve capacity, reduce cost, and improve WC

Rising inventory
carrying costs

£% The Hackett Group #2coupa

Evaluate trade-offs between working capital
investments and service level implications to
optimize inventory levels for appropriate items

Arapidly growing agro-tech client with ambitious
growth plan managed through the rising carrying
cost by establishing clear decision-making criteria
and trade offs embedded into the planning process
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Coupa supports many methods to optimize inventory

Module 10 & Apps

©O O

Holistic Supply Chain
Design

Model cycle stock,
safety stock, WIP,
prebuild and in-transit
inventories to
understand the entire
inventory picture

Multi-Echelon
Inventory Optimization

Identify opportunities for
system-wide safety
stock reduction by
optimizing across all
echelons

£% The Hackett Group #2coupa

Service Inventory Scenario Analysis
Level Optimization _ _ _
Simulation Enable planners to fine-
Determine optimal tune inventory targets
service level mix to Testperformance of and quickly be able to
minimize costor recommended inventory run what-if scenarios to
maximizes profit or policies using simulation understand key
meetinventory budget in orderto understand inventory drivers

operational feasibility
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Year-over-year wage, price, and commodity volatility continued make it difficult to
manage supply chain costs and challenge business and financial performance

Employment Producer Price All Commodity
Cost Index Index: General Price Index
Freight

In The Hackett Group’s Key Issues Study, 69% of the companiessaid thatthey have a major cost reductioninitiative in
processfor 2023, up from 65% in 2022 and 48%in 2021

Source: U.S. Departmentof Labor, U.S. Bureau of Transportation Statistics, International Monetary Fund
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Cost Is increasingly an area of focus — supply chain executives are using a variety
of levers to create cost efficiencies

Cost of Goods Sold (COGS)

% The Hackett Group #gcoupa

Direct
Materials

Direct
Labor

Manufacturing
Overhead

— Strategic Sourcing: Raw Materials
SKU Rationalization

Product Component Specification

(Yield & Efficiency)
-
-

Contract Manufacturing

—— Inventory Management
— Waste Management
— Operations Effectiveness

Manufacturing
Network Rationalization

Marketing Resource Allocation

Strategic Sourcing: Marketing Spend

Rationalization and Size:
Sales and Office Footprint

Trade Investment Optimization
and Spend Governance

Process Automation (RPA)

Procure-to-Pay Optimization

Logistics and Distribution:
Network Optimization

Portfolio Optimization

Laboratory Services Outsourcing/
Contract Research

Global Business Services (GBS)
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Optimizing for greater value through supply chain design and sourcing

Generates great SUPPLY CHAIN
savings potential, but DESIGN &

difficultto PLANNING
operationalize without

a sourcing event.

POWERED BY LLAMASOFT

£% The Hackett Group #2coupa

Savings and
business value
fully optimized

SOURCING
OPTIMIZATION

Module SCDP & CSO

Savings and value
potential is limited
without optimizing the
broader supply chain.
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Potential savings with Coupa Supply Chain and Sourcing Optimization

Modelling to determine optimum transportation 2% - 15%
requirements \ Transportation cost

10% - 30% load acceptance rate
5% - 25% N OTIF
10% - 30% \ late delivery penalties

Improved carrier performance - OTIF,
chargebacks, rejected loads

Source transportation requirements by 7% - 10.5%
conducting more sourcing events \V Transportation cost

% The Hackett Group #gcoupa
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Many companies’ third-party risk management processes are reactionary rather

than predictive

Reactionary risk managementfor compliance purposesis the mostcommon organizational challenge of third -party risk management, indicating
that many organizations are falling short on opportunities to predict and anticipate risk events. Survey respondents also cited concerns like
overly complex processes, too many stakeholders, or lack of funds and resources.

Organizational Challenges of third-party risk management

MANUFACTURING COMPANIES SERVICECOMPANIES

We mostly react to risk to ensure regulatory compliance

56%
rather than get ahead ofthe problem

50%

We do not have an explicit supplier risk measure as part

Q
of our supplier scorecard 52%

20%

Third-party risk is too big a responsibility with too many

0
stakeholders and risk factors to manage well 44%

35%

Procurement is responsible for supply risk problems, but

449
does not have the mandate or resources necessary %

45%

We struggle to fund the supply risk "insurance policy"

" " . 30%
versus other "hard dollar ROI" projects

25%

Source: Third Party Risk ManagementPerformance Study

£% The Hackett Group #2coupa
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Effective third-party risk management requires a comprehensive approach

Third-Party Risk Management requires a comprehensive and continuous approach. Our TPRM framework helps clients create a world -class

TPRM program supported by best practices around governance, people, process, and technology to minimize and proactively addre ss current
and future risks

GOVERNANCE

w
—
o
@)
L
o

Develop a governance framework to
drive enterprise level risk alignment
and visibility

Establishes a risk-based approach that
spans the lifecycle of 3rd-party
relationships

Drive alignment amongst differ-rent
stakeholder groups to build a cohesive
and enterprise level TPRM program
compared to typical siloed solutions

Clear RACI model that defines “who’s
doing what and when”

£% The Hackett Group #2coupa

Responsibility

Integrate TPRM process with the
Source-to-Pay process to drive
actionable intelligence from the
assessment

Define end-to-end process that
includes segmentation strategy and
mitigation plans

Increase effectiveness and efficiency of
the TPRM programthrough a
technology platform that can automate
manual processes

Ensure processes lead the technology
rather than the other way around
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Risk and performance monitoring help ensure continuity of supply

Module TPRM

Zcoupa o & @

A Expenses  Requests  Orders  Invoices  Inventory  Sourding

S"p 0 Sk Poai = Financial Risk
upplier

¢ Supplier Health B . " ‘JUdICIal RISk

il . .

3 - = Restricted Parties
- ' : = Performance

= and more...

Supplier Rk Score Supplier Performance Coupa Collective Rating
F Your Daputes
Your Overages .

F A

£% The Hackett Group #2coupa
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Driving collaboration for a resilient, sustainable supply chain

Ongoing risk-vetting of suppliers and monitor for
signs of non-compliance and ESG risks

Scenarios run to mitigate the supplier & internal
risks, leveraging Digital Twin

Share logistics requirements, single-sourcesto
Sourcing Teams to build optionality

Potential suppliers risk-vetted for launching into
sourcing events

Sourcing events executed accounting for cost
and ESG objectives

Move winning bids into contracts and purchasing

Monitor purchasing patterns to cement
alternatives and prevent disruptions

Extend payment terms for at-risk or ESG
suppliers

£% The Hackett Group #2coupa

ADP Marketplace

Supply Chain
Design & Planning

Inventory
Management

Strategic
Sourcing

Suppliers
& Risk

Contract
Management

Treasury
Management

Contingent
Workforce
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Given recent market conditions and impact to the business, there is a renewed

focus on Supply Chain planning capabilities

IBP has beenoneof thetop 10 prioritiesfor Supply Chain Leadersin recentyears, especially during times of uncertainty and risk.

» Establishinga robustIBP Process has beena top priority over the last 3 years, especially during times of uncertainty and risk
« Thebenefits of this focus can be seenin how prepared companies are todayto tackle demand, supply, andinflationary pressures
* With the ongoing pressures of the global marketplace, Planning remains one ofthe top 5 priorities for all Supply Chain leaders

Demand volatility Supply constraints Inflationary pressures
0 (o) (o)
How Supply Chain 77 /0 69 /O A 46 /O
| eaders feel about are more are more are more
: prepared prepared € prepared -
their level of but 15% are
preparedness less prepared
t » ! )

Source: The Hackett Group 2023 Supply Chain Agenda and Key Issues Study
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S&OP is leveraged across industries to deliver similar processes, but must be
tailored to industry drivers to deliver maximum benefits

INDUSTRY INDUSTRY TRAITS BEST PRACTICES TYPICAL BENEFITS

Industrial I Complex product lines and

Manufacturing sourcing challenges Consensus Integrated
Demand Plan @ Supply Plan

5-10+ %

¥

= Material cost
reduction

= Freight costreduction

= Labor productivity

2-4+ %

*

= Improved service
Effective = Improved forecast
Integrated Program accuracy/ bias

Seasonal products and many
SKUs; matching supply to demand
is a key determinant of profitability

Fashion &
Luxury Goods

Financial Plan = Reduced f stock
Governance educed outof stoc .
. Driven by product and " Improvednew Sales . gxzzjozzr:tent
. . roductlaunches S
Life Sciences g technological innovation; long lead P growth optimization

time planning needs

Dedicated Demand,

and Capable E:ﬂ%ﬂglg‘l
Food & Fast and unforgiving supply chains Resources Information Working capital
given product expiry; disconnects improvement
Beverage drive waste and financial loss
Integrzgted Analytics and 20-30+ %

2 ili igh- Enabling = Finished Goods Inventory Reduction

Services Ability to forecast demand for high Balanced Yy
.n @ priced supplies, and for the right Metrics Technology ' %Jénspogegtlr;yentoryDays-Of—SuppIy

(Non-mfg) *o'e locations, is critical (DOS) Reduction

% The Hackett Group #gcoupa
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What is missing in supply chain planning today?

“Our nodes, modes, and flows are far more “Our three-year historyisnolongeragood
dynamic now” indicator for forecast”

“We struggle with simultaneous issues of
demand volatility, material, capacity, and
logistics constraints”

“We are playinga game of whack-a-mole
with reconciling our demand and supply
signals”

“With sizeable revenue from new products,
we need to be proactivein designing flows
for those”

“We lack the ability to plan complex
scenarios in a timely manner”

£% The Hackett Group #2coupa
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Optimized what-if scenario analysis on top of planning and execution systems can

solve for this

Module S&OP/SCP Apps

/ Supply Chain Design & Planning \
Regular and easy refreshwith latest data and Extension beyond business as usual: new flows,
changes to scenarios external supply options, new products, restructuring
Differentlevels of aggregationand differenttime Not limited by master data constraints, and easy for
horizons modelerto cleanse and adapt data
Multiple constraints concurrently, incl. Demand, Fast to create and adapt, developed by modelers,
Supply, and external constraints supported by Al and machine learning. Requires

K minimal IT support /

Master data (BOMs,

A 4

Routings, hierarchies) Transfer orders
Dynamic data (orders, forecasts, R PLAN NlNG Work orders EXECUT'ON
inventory, in-transit) » SYSTEMS Purchase orders SYSTEMS
Policies, rules, and assumptions >

£% The Hackett Group #2coupa
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So where should you focus in 20237

Here’s what we think can make the biggest impact:

m Evaluate your operational and network footprint

@ Redesign your inventory management strategy and policies

0

Explore ways to manage your supply chain costs
Manage supplier risk to improve product availability

Implement/ augment your planning (S&OP/ IBP) process

Is your Supply Chain organization equipped to deliver the 2023 agenda?

% The Hackett Group #coupa
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Questions?
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AVAILABLE IN THE HANDOUT
SECTION

aECoupa - . R
Find out what 1,000 supply chain decision-makers plan to

The State of do to optimize costs and business spend across their

organizations, manage risk, build resilience, and improve

Supply Chains their supply chain agility.

2022 Reflactions and 2023 Prianties
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