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Foodstuffs Inbound Limited

. Delivering a Supplier to Customer Transport
Solution

Guidelines for Suppliers

This guideline arises from Foodstuffs Auckland, Wellington and South Island strategic decision to
take responsibility for inbound freight to all its various operations throughout NZ. Foodstuffs
Inbound Limited has been formed to represent all three Cooperatives with the negotiation,
implementation and management of this process.

ﬁ Why Foodstuffs Inbound?

Background

Both Foodstuffs Wellington and Auckland conducted Supply Chain reviews through 2005, which resulted in
clear supply chain strategies to be implemented from early 2006. This involved around 4 key program
recommendations

1. Inventory & Stock Control

2. DC Development

3. Secondary Freight

4. Primary Freight
Each company had similar opportunities within Secondary and Primary freight but different challenges
within DC Development and Inventory & Stock Control.

Foodstuffs Wellington’s Approach

a Formed a Supply Chain team under Stephen Baker 2006
a Inventory and Stock Control. Developed and implemented an efficiency program on Demand
Planning and Forecasting through late 2006 and 2007
o Appointment of a Demand Planner
o Improved service Levels to membership
o Reduced Stock cover by 6 —8 (Currently between 14-18 days)
o Assisted with more effective DC capacities
o DC development. Opened a new 13,000 sq metre state of the art Cold Store in Palmerston North April
2006
o Resulted in a strategic decision that all Suppliers of Chilled and Frozen Products must use
Foodstuffs Wellingtons Distribution Network as
»  Warehouse Product (All Frozen and chilled with shelf dates greater than 21 days)
= Cross docked through Distribution depot (for example all Fresh Chicken)
o This enabled Foodstuffs Wellington to develop an effective Distribution model for Chilled and
Frozen products
» Removed a number of small distributors delivering to membership, which enabled us to
be more competitive.
» Reduced the number of trucks delivering to stores
» Enabled membership to received and processes all chilled and frozen products within a
defined window
= Removed our volumes from Suppliers vehicles which impacted on competitors
o Approved the building of a 40,000 square metre state of the art Ambient Distribution Centre in
Palmerston North. Due to open early 2010. Note! This will not affect current DSD status to
Members or is intended to.
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0 Secondary Freight. July 1°' 2006 Foodstuffs Wellington purchased AF Transport and formed AF
Logistics Ltd as a stand-alone transport logistics company.
o AFL assumed management control of Foodstuffs transport fleet delivering to the Membership
o AFL in October 2007 assumed management of Toops transport fleet.
o AFL secured back loading arrangements with Chilled and Frozen Suppliers within Lower North
Island and then Auckland and Waikato regions
o AFL in September 2007 - Purchased Blue Ice Logistics to further back loading opportunities
» Chilled and Frozen depot Auckland
= 15 Trucks
o AFL current structures is;
» 275 Staff plus 57 Owner Drivers
= 180 Trucks
» 9 Transport Depots
» 4 Warehouses with 3PL capabilities
= 48% of transport movement is to non Foodstuffs Members
a Primary Freight. Foodstuffs Wellington having worked effectively through the 3 key programs of the
Supply chain recommendations firmly believed they were now in a strong position to commence
working towards a Primary Freight Model in NZ.
o Appointed Stephen Baker to head project team from October 2007
o Reached agreement with Foodstuffs Auckland to establish a programme together

Foodstuffs Auckland’s Approach

0 Combined Gilmours and Foodstuffs supply chain with the development of a transport model and a focus
on a primary freight programme
a Secondary Freight
o Existing fleet (100 trucks) handles 50% of secondary freight with 50% outsourced
o Established Route & Retail Distribution Ltd to manage Gilmours and Foodstuffs transport in
early 2007
o Objective focussed on productivity within transport business and reducing out sourcing
o Focus has now moved to Primary Freight
a Primary Freight
o Strong Internal Management team including financial and analytical resource
o Kim Chamley appointed General Manager — previous background implementation of new
transport business through Asia Pacific regions.
o Currently 150 Staff, 135 Trucks and 20% outsourced (mostly chilled)
o Agreed to work jointly with Foodstuffs Wellington to implement a successful primary freight
model

Foodstuffs South Island’s Approach

a Appointed a logistics Manager Kris Lancaster 2008 and started to take interest with the Foodstuffs
Wellington and Auckland’s Primary Freight Programme

0 Agreed to being represented on the Foodstuffs Inbound Steering Committee

0 As discussions with Suppliers preceded it was established that for a cost effective programme to be
rolled out South Island would need to be fully involved.

a As 90% plus of Foodstuffs South Islands business is through the DC only, a joint programme is deemed
to be workable

a Christchurch Metropolitan area operates 19 Trucks. Foodstuffs South Island operates a fleet of delivery
vehicles in its main metropolitan hubs of Christchurch and Dunedin.

a 4 Transport operators cover the balance of deliveries to South Island.

o Foodstuffs South Island will most likely partner with one of their key outbound freight providers for
inbound freight outside of the Christchurch and Dunedin.

0 Agreed to be a full part of Foodstuffs Inbound and the primary freight programme.
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Foodstuffs Inbound — Primary Freight Model up Date!

a Foodstuffs Wellington and Auckland in November 2007 forwarded letters to all Suppliers advising them
of our joint approach and requested information to fully understand the current market requirements

o 160 plus Suppliers responded with information to enable the team to ascertain the current market
requirements

a Workshop held late January between the 4 key Partners (Foodstuffs Wellington, Foodstuffs Auckland, A
F Logistics and Route and Retail Distribution Limited) facilitated by PWC Melbourne, which agreed on
the model and method to approach the Suppliers with.

o Agreement was reached with the NZFGC (NZ Food and Grocery Council) to form a working group of
Supply Chain professionals to work with the Foodstuffs Inbound Team

0 Agreed the best approach was to visit Suppliers CEO’s and Supply Chain management at their place of
business and present plans.

o 100 Suppliers have been approached representing a mixed product range and logistical challenges.

a Foodstuffs Inbound was agreed to be the vehicle to Negotiate, Implement and manage the programme
for Foodstuffs Auckland, Wellington and South Island.

a Strategy is that Foodstuffs Inbound will take responsibility for all Inbound Freight from Suppliers
consolidation depots to all their operations at an agreed competitive freight rates.

0 The objective is to roll out the Programme to all suppliers through to the end of 2011

o Foodstuffs Inbound currently has 9 Suppliers in the program with a further 40 plus to transition prior to
December 2009.

a A rapid roll out program is planned for 2010.

o The first pilot Supplier commenced July 28" 2008.

o Foodstuffs Inbound has developed a Freight Management System with eCargo.

What is Foodstuffs Inbound?

Foodstuffs Inbound Ltd (FIN) is the entity created to negotiate, implement and manage the Foodstuffs
Primary Freight inbound programme. FIN is responsible for interviewing and marketing to suppliers the
Foodstuffs Primary Freight initiative and assisting suppliers through to the implementation process.

a FIN will request and analyse data and key information from Suppliers.

o This information will be formulated into a primary freight proposal to be presented to Suppliers to
establish an agreement to proceed based on a competitive freight rates.

o An Agreement for Transport Services contract and Transport Service Level agreement has been fully
developed with the help from the NZ Food & Grocery Council.

a During this negotiation process FIN will introduce a Negotiation Manager representing FIN to work with
the Supplier in the implementation process.

a FIN will facilitate all communication between all stakeholders, Suppliers, TAR, Foodstuffs, Members
and Outlets.

o Foodstuffs Inbound Ltd has been formed as of August 2008 with the Directors: Tony Carter, Tony
McNeil and Steve Anderson.

o Foodstuffs Inbound Structures (Teams)




Fin Supplier Info Pack 18.06.09

Stephen Baker

Operations Manager

Jeff Hazlewood
Implementation
Manager

Julie Phillips

Customer Service

Manager

Shayne Coffey
Supply Chain
Coordinator

Yoel Samson

Financial Accountant

Cynthia Chin
Administration Support
Officer
Executive Team
Kim Chamley Kris Lancaster Peter Franklin Richard Silver Stephen Baker

Route & Retail

FSSI

FSW - Financial

AF Logistics

FIN

Foodstuffs Inbound

Negotiations Team

FIN

Stephen Baker

Jeff Hazlewood |
FIN

Paul Oliver
Route & Retail

AFL - Auckland

Rueben Clark

David Gillies
AFL — Central NI

Jim Prendergast
AFL - Wgtn - HB

Kris Lancaster
TSI




Fin Supplier Info Pack 18.06.09

Il How Foodstuffs Inbound intends going to Market

O Foodstuffs, Auckland, Wellington and South Island (Foodstuffs) have made the strategic decision to

take responsibility for in-bound freight, including the coordination, collection and cost of goods
movements from the supplier’s consolidation point. This includes deliveries to all Distribution Centres,
Gilmours, Toops, Trents and direct deliveries to member stores (DSD) together with Duffy & Finns and
Henry’s.

O Itis Foodstuffs intention to use a Primary Freight Model for transport costs currently incurred by

Suppliers. As a result of this a competitive freight rate model has been developed based on lane rates.
List pricing (including supplier related distribution costs) and Trading Terms are to remain unchanged.

O The Foodstuffs Inbound teams have been assembled to coordinate this process between, Suppliers,

| Iy Sy B

Foodstuffs and partner transport providers. The three Foodstuffs companies have made significant
investment in transport specialists, facilities and transport management systems to manage inbound
freight. These improvements will enable both Foodstuffs and Suppliers to have complete visibility and
tracking of each and every order.

Il Supplier Benefits of Foodstuffs Inbound

Removal of risks associated with managing transport activity

Removal of costs associated with managing transport activity

Ability to improve delivery frequency into all stores and DC

Improved on shelf availability as a result of a reduction in upstream delays

A collaborative partnership opportunity enabling better forecasting

No investment required, FIN will provide all systems infrastructure

Removal of Suppliers transports reconciliation process with a simplified eCargo FMS interface.

A competitive freight rate model that is easy to measure and administer through the CMP interface

[ I LI Foodstuffs has the opportunity to

a Improve the delivery service into our diverse locations, Distribution Centres, Wholesale Operations and

0O0D0O0OD

Membership.

Improve on shelf availability of products to our customers.

Reduce the number of vehicles arriving at Distribution Centres, Wholesale Operations and Membership.
Opportunity to explore Rail Options for longer lead-time product to reduce supply chain cost.

To improve Supply Chain Visibility from end to end or door to door.

Through investment in TMS (Transport Management System), will enable the TAR companies to
develop and implement effective scheduling systems that will meet or improve current scheduling
effectiveness.

a Provide an effective DSD solution to many products that fail to meet minimum hurdle rates for

Distribution Centres.

a A desire to work towards establishing best practices with Suppliers within the Supply chain.
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Eiiml Foodstuffs Inbound — Primary Freight Rate Model

o The Foodstuffs Inbound Operations Manager will negotiate with each Supplier a competitive freight rate
to take responsibility for inbound freight to all Foodstuffs locations from the Suppliers consolidation
points.

o This competitive freight rate will be an agreed rate per carton, kilogram or cubic measurement and
invoiced by FIN including any FAF charges to Supplier.

E% Foodstuffs Inbound Partner Transport providers (TAR)

What is TAR?
o TAR is the acronym chosen to represent the partner transport providers chosen to go forward with the
Primary Freight initiative, namely AF Logistics Ltd, Route & Retail Ltd, TSI (Transport South Island).
o The TAR companies may appoint transport agents as required and work with one of the 3 TAR
Partners.
a Interms of the TAR companies primary individual sphere of operation:
o Route & Retail will be responsible for deliveries to all Foodstuffs Auckland DC and outlets.
o AF Logistics will be responsible for all deliveries to Foodstuffs Wellington DC and outlets.
o TSI will be responsible for deliveries to all Foodstuffs South Island DC and outlets.
= TSI will use a mixture of own and current transport operators as sub contractors of TSI
a The TAR companies will work together to complete an efficient supply chain matrix to deliver a best of
breed distribution model.
o This matrix will be presented for sign off by the supplier in the form of a Logistics Process
Document.
a The assigned Negotiation Manager will be responsible to the supplier through to the transition into the
primary freight program.
o At a some stage post transition a nominated operation person will be assigned for day-to-day
operational communication and queries.
o Calls can be all logged through a Unicentre programme and overseen by the Foodstuffs
Inbound Customer Services Manager.
o 0800 INBOUND (0800 462 6863) has been establish as a one call option.

Foodstuffs Inbound Freight Management System - eCargo

a Incorporates the logistics control of inbound freight to Foodstuffs Distribution Centres, Gilmours, Toops,
and direct to membership stores.

o Foodstuffs have no intention to move way from the current DC and DSD Models for ambient product.

o Foodstuffs Inbound will provide a Freight Management system (eCargo) to all suppliers dispatch
areas to assist in the collection and transmission of consignment data for fast and efficient freight
management. This will includes include visibility to managed the process through a web based system.
Refer further in this document for more detail.
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Il How does Foodstuffs Inbound work with Suppliers?

o All Foodstuffs groups will continue to place orders with Suppliers in accordance with current ordering
process. Note! Where this process could be enhanced for the benefit of all groups’ mutual agreement
would be reached prior to any change.

o Foodstuffs Inbound will arrange collection of products as per current or agreed revised schedules and
lead-times.

a Foodstuffs Inbound through the eCargo FMS and TAR Co’s will manage the consignment from this
point to destination and transmit to financial back end for freight checking and accurate invoicing at
agreed rates.

a When Foodstuffs Inbound collects the goods from the Suppliers consolidation Depot:

o Risk in the goods up to the level of a carriers’ liability under the Carriage of Goods Act 1979,
unless otherwise agreed in writing between Foodstuffs Inbound and the Supplier, passes to
Foodstuffs Inbound when Foodstuffs Inbound takes possession of the goods at the Supplier’s
distribution facility or consolidation depot.

o Delivery is deemed to have incurred when Foodstuffs Inbound takes possession of the goods
from the Suppliers distribution facility or consolidation depot.

o Foodstuffs Inbound will visually inspect the goods at point of collection to verify correct number of
cartage units and the goods free of any obvious physical damage;

o The Suppliers acknowledges that the inspection of goods against order takes place after
delivery to the consignee delivery address

o The Foodstuffs group consignee will notify the Supplier of any differences found on checking the
receipt of the order.

o Title to the goods will pass to be the Foodstuffs Group consignee on the goods being checked
and accepted by the consignee.

o Insurance cover outside the liability of $1500 per shipping unit as per the Carriage of Goods Act 1979
will be specific to Suppliers requirements as some Suppliers may have a separate insurance
arrangement with Carrier (High priced products).

a The agreed competitive freight rate is reviewable and maybe negotiated if there is for example;
o After afirst 3 month review where data or operational assumptions confirmed with the Supplier

are found to be incorrect or inaccurate

A major change in Suppliers or Foodstuffs distribution network

Significant Suppliers logistic changes

A major change in product mix and attributes

A major change in transport costs — fuel and road user charges

Legislative changes effecting the Grocery Industry

A major fluctuation in the commodity pricing or foreign exchange rate

The competitive freight rate will have any additional FAF Fuel Adjustment Factor percentage

added on invoice

a National Supplier Trading terms continue to be directed through Foodstuffs NZ Trading Terms
Coordinator, Dave McAteer

o Foodstuffs Inbound will track the performance of partner transport providers (TAR) in relation to pick up
times and deliveries to DC, Member Store, Gilmour or Toops.

o Suppliers will have ability to track orders and on line access to POD’s (W.I.P)

o Foodstuffs Inbound focus intend to maintain or enhance delivery windows in member stores, DC’s etc

o Foodstuffs Inbound to facilitate this focus will have a Customer Services Manager who will operate a
Call Centre (0800INBOUND) to log and action all queries that cannot be resolved from the day to day
communication with the nominated TAR Customer services Managers.

O O O O O O O
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Il What does Foodstuffs Inbound expect from the Suppliers?

Q
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All Orders are preferred to be processed through Foodstuffs Exchange.

o This is a medium to long term objective but not necessary for immediate implementation
The Supplier should have product available at the agreed location, in the required quantity and
configuration with completed consignment information and appropriate documentation
The Supplier communicates to Foodstuffs Inbound transport provider the full details of pickup, including
number of orders, shippers, pallets, Kg and cubic measurement using the Foodstuffs Inbound CMP
system.
Any change that may effect the successful operation for Foodstuffs Inbound on a day-to-day basis,
Suppliers will communicate with TAR Co Customer Services Manager directly.
Any issues not able to be resolved through this channel should be directed to Foodstuffs Inbound
Customer Services Manager on 0800INBOUND (0800 462 6863)
Pallets Policy as per. current practices

o Current best practises are being reviewed with all interested parties.
The Supplier wraps and labels products as per current practices.
Where Suppliers wish to change any major aspect of the Foodstuffs Inbound Contract agreement or
Service Level agreement, (e.g. scheduling) the Supplier is required to start discussions with Foodstuffs
Inbound no less than 4 weeks (or by agreement) before implementing any change. For example;

o A change of Suppliers pick up point

o A change to Suppliers customer base
Foodstuffs Inbound Transport provider must comply with the Supplier’s site rules and regulations,
occupational health and safety procedures and loading requirements.
The supplier must notify Foodstuffs Inbound Transport provider of these matters and any induction
requirements prior to commencing Foodstuffs Inbound
Foodstuffs Inbound transport provider will book delivery slots to all locations including Distribution
Centres.
Foodstuffs Inbound transport provider will book timeslot with the Supplier or 3 PL depots if not part of a
daily schedule or if a larger than normal delivery is required.
The Supplier will forward the Foodstuffs Inbound consignment management data at agreed times and
formats using the eCargo web based FMS.
The Supplier must ensure that product must comply with agreed standards in Packaging requirements,
to minimise the potential of damage in transit.
Foodstuffs Inbound and Supplier will agree on appropriate loading procedure for the particular site and
who will take responsibility from the suppliers dock to truck tray.
The Foodstuffs Inbound TAR Co. driver must supervise the Supplier in loading the product onto the
partner transport provider’s vehicle in a manner that minimises the potential for damage or deterioration
and maximises the space and weight capacity of the Foodstuffs Inbound transport provider’s vehicle.
The pick up window is to be agreed between Foodstuffs Inbound, the Supplier and TAR Company.
The Foodstuffs Inbound transport provider will collect and sign all relevant load documentation with the
Supplier confirming the volume, details and product picked up is in good order
If the product presented to the Foodstuffs Inbound transport provider’s driver by the Supplier for pick up
is in an unsatisfactory condition, the Foodstuffs Inbound TAR Co. driver may reject the damaged
product, request the Supplier properly restack the unstable or uneven pallets or escalate the issues to
Foodstuffs Inbound for resolution (as the case may be).

o Pallets must be on good food-grade condition without damage.
Where product is rejected due to coding issues, incorrectly or oversupplied product Foodstuffs Inbound
will work with the supplier to decide on the most appropriate action.

o Generally product will be returned to the supplier by Foodstuffs Inbound at the suppliers cost
If Foodstuffs Inbound TAR Company or the supplier is of the view that there is an occupational health
and safety issue or chain of responsibility legislation issue at the pick up location, before departing the
pick up location, the Foodstuffs Inbound transport provider must notify the Supplier and contact
Foodstuffs Inbound.
All details outlined will be clearly defined in the Supplier Transport Service Level agreement.
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Foodstuffs Inbound Freight Management System - eCargo

Overview

o Foodstuffs Inbound initially for the first few suppliers developed an in house Consignment Management
Programme (CMP)

o This had been designed to allow easy capture of consignment information at source, eg supplier
dispatch and to efficiently manage these consignments through the Foodstuffs Inbound primary freight
supply chain to either DC or Foodstuffs outlet.

a This was only a temporary message while we went to the market for a Freight Management system.
eCargo was chosen and will be operational from April 20" 2009.

11
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Key Contact Details Fin Head Office

slephen.baker@loodsiufls-watn.co.mz

Julie.phillips@loodstulfs-wgtn.co.nz

cynthis.chin@foodstuffs-wgtn.co.nz
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JefHazlewood@loodstuifs-wgtn.co.nz

shayne.coliey@loodsiufls-wgtn.co.nz

yoelsamson@foodstuls-wgln.co.nz
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B U Key Contact Fin Negotiation & Implementation Team
Paul.Oliver@foodstuffs.co.nz jim.prendergast@atlogistics.co.nz

david.gillies@aflogistics.co.nz
Kris.Lancaster@fooustufis-si.co.nz

graham.poulsen@aflogtistics.co.nz

tsi@foodstufis-si.co.nz

tracey.redington@aflogistics.co.nz

rueben.clarke@aflogistics.co.nz

tony.flowers@aflogistics.co.nz
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