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Background (&

1. Consumer Packaged Goods are one of the leading industries in the
development and implementation of supply chain best practices

* Margins are tight
* Competition is fierce
e Customers are very demanding, eg. WM

2. Biopharma companies are implementing many supply chain planning best
practices from the CPG industry

* Transfer of talent between industries
* Benchmarking/best practice sharing

 Pharma industry becoming similar to CPG industry — tighter margins, more
competition (eg. generics)
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Key Characteristics of S&OP Process

e Cross-functional and integrated business process
e Planning... proactive and forward looking

e Data driven... decision making on risks/contingencies
e Single common plan
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S&OP related CPG best practices 5

1. Statistical Forecasting

* Leverage statistical algorithms to generate demand forecast based on
history

* Often produces better results in less time
2. VMI (Vendor Managed Inventory)
* Manage country/affiliate inventory centrally
* Manage large customer/distributor inventory centrally

3. Customer/Patient forecasting/collaboration

e Partner with customers and even patients to improve transparency of
demand forecasting and inventory management

4. Demand Driven End to End Networks
* Replenish supply chain based on patient pull
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Many Biotech companies are
leveraging ABC classification
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Several Biotech companies are moving BA3

to APS enabled processes \ &

Standardization Transparency

One planning process with defined Visibility of all relevant supply chain
variants : stages
One planning front-end Integrated planning process
Common wording and parameter C/A uﬂa S0 Synchronized information
settings Complete sales portfolio in one
Organizational roles tool

Advanced Planning

State of the art decision support methods

Reduction of manual planning effort

Alert based planning

APS = Advanced Planning & Scheduling
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To optimize service/inventory, multi-echelon \EfER
Inventory management is becoming common .

Objectives
®m Monitor stock of entire supply chain and

define required inventory level throughout
the supply chain

m Define service level per pipeline

y

m Determine supply and demand risks at
each stage of the supply chain

m Optimize safety stock across the pipeline

Optimized network and planning parameters

m Implement role of Pipeline Controller with

Pipeline dedicated responsibility for whole pipeline
Controlling
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Inventory transparency & pipeline BA
management example
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Transparency Risk Assessment (focus on safety stocks)
- Express all inventory in API equivalent - accumulate the risk through entire pipeline

- evaluate demand & supply uncertainty
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Time to market related initiatives can generate / 2

significant cost and inventory reduction

T2M project example — Bayer Facility

Findings Optimization levers

efforts due to using
— Pre-Production — One “Takt “for all process
steps

— Missing synchronization

— Local optimization — Production wheels

m Plant improvement system
— KPI cascade (from

operator to plant manager)

m Bottleneck capacity & high
efforts due to

— Downtimes
— Change over times — Shop floor improvement
— |dle times process

— Pilots for change-over and
down-time reduction

Monthly
Safety cycle

BAYER
E
R
Results
m Lead time reduction by 40%

Further potential identified
Inventory reduction by 46%

Further potential for finished
goods inventory

Costs reduction by 0.5 Mio €
due to plant improvement system

Further cost reduction
expected from standardizing &
parallelizing of tasks

Lead time evolvement - days

Y
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SKU management is a key enabler of BA
cost and complexity reduction R

Sales and/or margin

SKUSs

Usually the top 10% of skus generate

80% of sales and or margin, “tail

effect”

Partner with commercial colleagues

annually to evaluate portfolio and

consider alternative strategies

 Reduce cost through collective
makeups or “feature” elimination

 Consolidate skus

Adjust pricing

*  Prune sku

Success Factors

« General Management Support

e Clear data transparency

 Process, not one-time even

 Understand “good” from “bad” sku
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. \E(ER
Business Process Management E

What is BPM?

* A holistic, process-centric approach to managing business

* A management approach that centers around processes and is focused on customer
satisfaction and waste reduction by defining, measuring, stabilizing, and improving processes

BPM , Elevator Speech*

* Lead/Manage business from an end to end process view vs our current silo /
functional approach

« Define and improve our core processes to :
v" Increase predictability and efficiency

v" Deliver top tier results
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Business Process Framework
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Organizational best practices from BA
CPG Industry \

1. Supply Chain Management led by a C-level leader
2. Supply chain organizations include supply chain professionals

3. Specialized supply chain management training programs are being
implemented (Bayer Supply Chain Academy)

4. Customer focused supply chain organizations (integrate supply chain
professionals with customer supply organization) are starting to appear

e (Cost to serve focused

e Optimize end to end supply chain
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\E(ER
Conclusions R

1. In the supply chain planning arena, many CPG best practices have migrated
to the biopharma industry

2. Of course, transportation (TMS), warehousing (RF), and procurement
(strategic sourcing) best practices have transferred as well

3. The importance of supply chain will continue to increase in the biopharma
industry as margins become tighter

4. The leaders will be the ones that “push the envelope” the most!
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