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DHL Solutions: Mastering
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Challenges From Changing Customers Requirements A G =

Changes in customers'
Contract Logistics Resulting Challenges for
Requirements Contract Logistics Providers

Integrated overseas logistics offerings required

@ INTERNATIONALIZATION Multi-country and regional service capabilities required

Presence in G7 and major growth areas expected (Asia, EE, SA)
Global references for business development needed

Common operating procedures and common IT platform needed

@ STANDARDIZATION to enable efficient and effective customer interfaces

Better, more comprehensive and more sophisticated core

@ SUPPLY CHAIN THINKING logistics services required

Additional services and value creating solutions expected

Short notice cancellation options expected

@ FLEXIBILITY Increasing number of variations within contracts vs.

} Application standardization opportunities need to be captured
J original scope

|
|
|
|
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DHL Solutions’ Good Positioning for the Future

Optimized infrastructure, concentrated in strategic locations
Global and regional network capabilities

Good industry coverage and customer intimacy

Qualified, motivated people and teams

Good geographical coverage in Europe

Relatively high level of standardization
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Contract Logistics Network Development

1990’s Concept: Decentralized Networks = Concept Since 2000: Hybrid Networks

v" National warehouses limited by strong country borders v" EU Enlargement (10 new members, + 75 M people)
v" National markets slowly became international (EU) v" Rising of production plants in East Europe
v' “Logistics borders” started to disappear v" National warehouses in Europe are being replaced by
v" Development of European Distribution Centers (EDC) for RDC/EDC for Central/ Eastern Europe

Western Europe and national warehouses for Eastern v New models lead to 2-3 EDC'’s in Europe

Europe v" Decline of importance of National DC — partly due to

production moving to Eastern Europe (factory distribution)

Rationale for Changing Network Model: Shift from country focus to

regional optimization by product/market and the EU extension to the East
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DHL Solutions Infrastructure =l = ——

Current Situation:
DHL Solutions present in most
strategic areas in Europe

Future Focus:
Close remaining LC’s in non-
strategic areas and concentrate ,
business in bigger multi-user > 3,
warehouses in main GDP areas 8 3 AR
N

) ‘

O Main Strategic Areas

QO Areas where DHL Solutions is not yet present J

Doy
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DHL Solutions IT Situation =l o o a——

Standardization on Prologs is progressing quickly

64 sites in Europe (75 worldwide)

24 countries worldwide

more then 160 customers live

45 new implementations ongoing/planned
until end 2005
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Information updated September 2004
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Promising Results of Consistent Sales Approach

Consistent Pan-European Number of New CL Contracts Closed
DHL Solutions Sales
Approach 400
. 320
— Focus on Specific (estimate)
Segments (FMCG, Retail,
Life Style & Apparel, Hi- S0 270
Tech, Life Science)
— Focus on Strategic 200
Locations
until
— Build Around Existing _ end
Competencies 100 until of
end July
— Cooperate Closely with Jﬁfy
GCS (key to success in 0 |
the next few years) 2003 2004
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Gains From Enhanced Account Management

Account Management Share of Multi-Country Accounts in DHL
Solutions Portfolio

30%
— Active Pursuit of Cross- 20%
Country Customer 10%
Leveraging °
0% . . .
— Main Objective: to 2002 2003 2004 2005

Increase Customer

Penetration (which in
many cases also Growth of Multi-Country Accounts in EUR

increases the spend with (2002 = 100)

other DHL business units 200 F’\?—V—
j aster than
— Express, Frelght, DDAO) 150 - market growth

— Start of Dedicated Effort: 100
18-24 Months Ago 50
0 T T T

2002 2003 2004 2005
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CUSTOMER 2

CUSTOMER 1

CUSTOMER 4

CUSTOMER 3

CUSTOMER 5
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The Change in Customer Partnerships —le s s e
Traditionally: long-term New commercial models needed with
partnerships with customers incentives for both partners to take cost out
(annual attrition rate < 10%) of the supply chain
Customer focus today shifting In future: quality of the partnership will be
more towards both Supply Chain driven by the added value we bring to the
Optimisation and cost reduction table instead of the contractual terms alone

Example

Based on progress of business transfer to Progress of

DHL we reduce management fee gradually to business transfer
Y%. All savings compared to baseline are to DHL Solutions
shared 50/50.

100%
Business X%  DHL
Transferred | _yo, Solutions
to DHL Management
Solutions Fee

0%
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Risk Control Measures =My o a——
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Accept low Y

s'ra!e . N— contract risk Attra t

1 E St t L] C t F lt customsl’g (Y/N) ¢_’ che (YIN)

nsure strategic vustomer ri | Woudcusamer

N — fillidle Solutons ~ — ===

Y capacity? (Y/N)
Customer movin, ing N

in a strategic r "

— —

-

d|rect|on? (Y/N)

2 Use Traditional Risk and Legal Analysis mjit

3 Use Advanced Cost Modelling and Control
(ABACUS)
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Ensuring Strategic Customer Fit

Principles

B Customer Strategy:
DHL Logistics growth
will come mainly from
multinational
customers in targeted
segments

B Geographic Strategy:

Operations outside
strategic locations are
only possible for
customer-dedicated
operations, with lease
and personnel back-
to-back contracts

Decision Tree

Yy — Accept medium
contract risk

Is customer
requestinga LC

| in a strategic
area? (Y/N)

Y N — Accept /qw
| contract risk
Strategic
customer? (Y/N) Y
| Would customer
N —> fill idle Solutions
Y capacity? (Y/N)
Customer moving N
in a strategic

direction? (Y/N)

N
—@

L———

|—>|

|
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ILLUSTRATIVE

————’

e e

Y

Attractive
—> Business
Case? (Y/N)
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Risk Mitigation — The Traditional Elements =M v o ——

Reliable Cost Calculation

— Standardized cost calculation methodology and tools
— European cost, rate and productivity databases

Risk Management

— Mandatory customer contract analysis
— Global insurance program handling & reporting
— Claims handling & reporting

Governance

— Clear authority levels / approvals required for both offers and
contracts to be signed
— Systematic, regular contract and performance reviews
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ABACUS CL Tendering Process Support

Logistics Activity Tariff .

. . Commercial
Questionnaire/ Process Based Calcula- Investment Contract Implemen- Monitorin
Tender Design Cost tion and Appraisal tation 9

Negotiations

Document Calc. Approval

1

|

ABACUS Activity Based Costing Tool

» Generates a quantitative basis for new tariff proposals using realistic standard costs

« Calculates required resources (FTE, equipment and space) for new organizations using
volume forecasts and productivity information

« Supports customer and process profitability analysis with an Activity Based
Management Model

OUTBOUND FLOW

Screenshots
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Summary: Mastering Market Challenges =l i v =

We at DHL Solutions understand:

the market segments in which we compete

the companies we target to do business
with

DHL Solutions:

where we want to compete geographically

Successful
We have the capabilities: Contract Logistics

to further build and grow our profitable at DPWN
business

to manage risk from the onset

to react to changing customer demands
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