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Disclaimer

The information in this presentation is confidential and proprietary to SAP and may not be disclosed without the permission of SAP.

Except for your obligation to protect confidential information, this presentation is not subject to your license agreement or any other service
or subscription agreement with SAP. SAP has no obligation to pursue any course of business outlined in this presentation or any related
document, or to develop or release any functionality mentioned therein.

This presentation, or any related document and SAP's strategy and possible future developments, products and or platforms directions and
functionality are all subject to change and may be changed by SAP at any time for any reason without notice. The information in this
presentation is not a commitment, promise or legal obligation to deliver any material, code or functionality. This presentation is provided
without a warranty of any kind, either express or implied, including but not limited to, the implied warranties of merchantability, fitness for a
particular purpose, or non-infringement. This presentation is for informational purposes and may not be incorporated into a contract. SAP
assumes no responsibility for errors or omissions in this presentation, except if such damages were caused by SAP’s intentional or gross
negligence.

All forward-looking statements are subject to various risks and uncertainties that could cause actual results to differ materially from
expectations. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of their dates,
and they should not be relied upon in making purchasing decisions.



Do These Inventory
Challenges Sound Familiar?.- —

= Balancing the right inventory investment with downstre
=  Supply shortages are hurting customer service an#
= Poor visibility into in-transit inventory
= Lead-time variability contributes to supply shortages

= Suppliers lack timely view into customer demand
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Network-Based Collaboration
Drives Resilient Qutcomes

Simplify replenishment by allowing the
supplier to assume responsibility to
maintain agreed upon inventory levels

Reduce supplier lead times plus improve cashflow
and inventory turns by deferring transfer and
payment of goods until consumption

Increase efficiency with fewer touchpoints and
improve supplier responsiveness to fluctuating
demand and inventory
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82%
69%
64%
63%

of leaders report 5% or more improvement
iIn on-time, in-full performance

of leaders report 10% or more
Improvement in inventory turns

of leaders report 10% or more improvement
in on-time delivery from suppliers

of leaders report 10% or more
faster time to market

* Source: Oxford Economics (2021)



Deliver Inventory Efficiency
with Digital Supplier Replenishment

Combining supplier-managed inventory and consignment helps improve
cashflow and supplier relationships, while reducing cost.
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SMI + Consignment Process Flow

Buyer Supplier Supplier Buyer Buyer Supplier
(B D f ) 4 ) 4 B ) S |
uyer Defines : : uyer upplier
Demand, On- Supplier Supplier Buyer consumes reviews stock
Reviews Creates Receives . )
Hand Inventory ; : : consignment consumption
- Projected Replenishment Consignment , :
& Min/Max Stock Levels Orders Stock stock during and issues
. Levels ) . ) . production ) invoice
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Buyer

SMI Demand, Inventory,
Min/Max

Updated Schedule Lines
Goods receipt notice (POD)
Consignment purchase order

Consumption:
consignment transfer

Self-billing/ERS invoice
(option A)

Payment

Inventory Efficiency Solution

Network

Supplier/Contract
Manufacturer

Planned Shipments or
Replenishment Order

SMI PO confirmation if
Replenishment Order

SMI Advance ship notice (ASN)
Consignment PO confirmation
Consignment Movement Visibility

Invoice (option B)



The Bottom-Line Benefits
of Better Inventory Efficiency

4-12°% 9-25%

DIO Right Sizing Lower FTE Cost

8-23%

Lower Revenue Loss Due to Stock Outs

SSSSSSSSSSSSSS formance Benchmarking (2018)



What Does SAP Do leferently?

Support SMI scheduling
agreement releases and
supplier replenishment orders
with native integration into
ECC and S4.

Provide buyers and
planners with proactive

inventory exception alerts.

Systemically track inventory
movements to simplify
inventory reconciliation and
usage as well as create
accurate settlement invoices
and consumption reports.
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stryvker

Transformed direct procurement strategy from
a pull model to push model via SMI:

Ensures stock is available faster
Reduces procurement lead-times

Automates supply plan, PO confirmations/
change visibility, and invoice processing
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Adopted supply chain collaboration across
multi-tiered supply chain with Supplier-
managed Inventory:

Increases speed, traceability, and standardization
for forecast, ordering, and scheduling

Optimizes working capital

Drives policy compliance
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https://www.sap.com/products/business-network.html

Thank you.

Matt Tichelaar — SAP Business Network
Executive
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Appendix
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Follow us
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www.sap.com/contactsap
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No part of this publication may be reproduced or transmitted in any form or for any purpose without the express permission of
SAP SE or an SAP affiliate company.

The information contained herein may be changed without prior notice. Some software products marketed by SAP SE and its
distributors contain proprietary software components of other software vendors. National product specifications may vary.

These materials are provided by SAP SE or an SAP affiliate company for informational purposes only, without representation or
warranty of any kind, and SAP or its affiliated companies shall not be liable for errors or omissions with respect to the materials.
The only warranties for SAP or SAP affiliate company products and services are those that are set forth in the express warranty
statements accompanying such products and services, if any. Nothing herein should be construed as constituting an additional

warranty.

In particular, SAP SE or its affiliated companies have no obligation to pursue any course of business outlined in this document or
any related presentation, or to develop or release any functionality mentioned therein. This document, or any related presentation,
and SAP SE'’s or its affiliated companies’ strategy and possible future developments, products, and/or platforms, directions, and
functionality are all subject to change and may be changed by SAP SE or its affiliated companies at any time for any reason
without notice. The information in this document is not a commitment, promise, or legal obligation to deliver any material, code, or
functionality. All forward-looking statements are subject to various risks and uncertainties that could cause actual results to differ
materially from expectations. Readers are cautioned not to place undue reliance on these forward-looking statements, and they
should not be relied upon in making purchasing decisions.

SAP and other SAP products and services mentioned herein as well as their respective logos are trademarks or registered
trademarks of SAP SE (or an SAP affiliate company) in Germany and other countries. All other product and service names
mentioned are the trademarks of their respective companies.

See www.sap.com/trademark for additional trademark information and notices.
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Step-by-Step

SMI + Consignment Process Flow

— Alternative
payment
flow
; ) Advanced Component Consumption Supplier
Review Create Supplier oD poner ump ppl Scheduled
) projected stock replenishment receives shipping : stock receipt consignment s_.ubrr_nts :ayem:net
Tr ad N g order PO note notice transfer invoice
S S B . N
artners v ) M =: ) V] Sy ) & ‘
P : = v
C ‘ l l E% Component Consumption ) Invoice f
& stock receipt consignment $uppl|er status Posted Scheduled Invoice
o0 — invoice ayment status Posted
b p notice transfer updates Processed Py updates brocessed
I =: — N pai
SAP Business 1l = .- Ad = ~ . » ~
Replenish Purchase Advanced n (&5 e e n S Ferected
N etwor k ment order order shipping ! Ca”cj‘e“ 7 Cancelled
. note : Parke Parked
Supply Chain A | A T T | T 4 b
| i
SAP ERP l H \ ‘ l \ ‘ ‘
SAP SIHANA i n ) i n ) @) n ) i i ) %_ % ) %
demg::JSSstock Consignment Purchase Inbound Component Component Consumption Vendor Invoice Self b Invoice
on ha‘nd Purchase order delivery stock receipt stock receipt consignment invoice matched and aka ERS payment
: ! order created (POD) notice transfer approved
inventory
levels (Min /
max)

© 2022 SAP SE or an SAP affiliate company. All rights reserved. | CUSTOMER

17



