Reducing the cost and improving the
performance of your international
supply chain

Australian businesses with growing global footprints can unlock a number of
largely ‘hidden’ costs and performance improvement opportunities through a
broader approach to international supply chain management.

Complexities of
international
supply chains

Why effective
management of

these complexities

can be difficult

A broader focus is
needed in managing
these complexities to
reduce cost, improve
performance and
deliver compliance
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Longer lead times
Less visibility
Different cultural environments

Multiple and more complex regulatory
requirements

Specialist knowledge, skills or technology is
needed

In country knowledge and relationships
are required

Supply chain often managed through a
myriad of third party arrangements

Tax and regulatory opportunities and
requirements

Effective movement through international
logistics network

Reliable and cost competitive shipping and
freight forwarding services

Purchase order management and supply
chain visibility

www.pwc.com.au/international-trade



A broader focus for managing international supply
chain performance is needed

Our experience working with many Australian businesses has shown those who focus on the following broader areas within their
international supply chain have reduced cost, improved performance and delivered compliance by:
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Ensuring trade, tax and Ensuring goods move Ensuring the delivery of Ensuring an effective

regulatory through the reliable and cost purchase order

opportunities and international logistics  competitive shipping management process

requirements are fully network in the most cost  and freight and full status

considered and utilised effective manner Jorwarding services visibility to optimise

* Are you expanding into - Do you have full + Isyour freight +  How do you measure the cost
new markets to grow understanding of forwarder utilising the of processing
sales or low cost of landed cost? best value shipping transactions/orders?
sourcing? lines?

+ Do you regularly assess

* Do you operate a regional the lead times + Can you quickly * Doyoumeasure
distribution hub outside variations through prioritise shipments 1nternat10na1?suppher
Australia? your trade lanes? when shipping space is performances

+ Are you setting up of + Can you quickly assess constrained? * Do you use a shipping
distribution facilities and make decisionson ~ * Are you aware of all the system that is integrated to
overseas to support the is a most cost management fees ERP, WMS and Freight
importing/exporting? effective flow of orders associated with Forwarder systems?

+ How do you ensure a full .through your shlpplng and freight How quickly can you produce

: international logistics forwarding? .

assessment and ongoing network? documentation and report on

management of
regulatory requirements
of these expansions?

order status?

* Are you diligent in
ensuring all available free
trade agreements (FTAs)
and duty concessions are
being fully utilised?

— P e 2




///l/m.,,,,...

c—
———
p—
L\ £
.~ =)

(3 k. &
&L

- iE |
\

Examples across the supply chain of where ‘hidden’
value has been unlocked

In working with a large array of importers and exporters, we have seen examples where this broader focus for managing international
supply chain performance has realised cost savings at the various touch points and cost buckets across the end to end supply chain.
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Stages and costs (% of
total supply chain cost)
Jor a typical international
supply chain:

- Offshore
Factory
(cost imbedded
in COGS)

11%

Freight
forwarding
and
consolidation

43%
Overseas

freight (to
Australia)

Wharf

clearance

(incl. brokerage and
govt. charges and
duty)

O
@ 20%

14%

Local cartage
and container
detention

10%

Container
unpack

2%
Admin/
overhead
(incl. ppl)

Outcomes from example project we have undertaken with our clients

6% reduction in landed cost

Importing business that took control of goods closer in country

The increased cost of goods transparency enabled them to negotiate better freight rates upfront as opposed to accepting them as a
fixed cost being passed on to them by their vendor

Modelling of the impact of changing trading terms (i.e. Incoterms) provided for better VAT outcomes in foreign jurisdictions,
further reducing total landed cost of key products

7% freight forwarding and shipping cost reduction

In an audit of freight forwarding and shipping performance, current shipping and freight forwarder costs were benchmarked
against like businesses for utilisation on freight negotiations

The scope of the investigation also covered a detailed assessment of shipping and freight forwarder invoices to identify and assess
causes for shipments above set rates

25% variance against best available and actual freight lane used was identified

$2m freight reduction, 15% lower DC costs and increased regulatory compliance

Complex and diverse supply bas across Asia driving a large number of offashore LCL deliveries and inter DC movements in
Australia

Supply chain network strategy identified significant inbound and local freight and warehouse savings through the establishment
of a regional ‘pick and pack’ and direct to store shipping operation in Malaysia

Regulatory analysis was critical in selecting the Free Trade Zone in Malaysia to preserve FTA concessions

$2.4 million in duty refunds and $600k in annualised benefits

 As part of annual international supply chain compliance review, $2.4 million in duty refunds were identified through use of duty
reduction instruments

» Through the ability to claim these duty reduction ongoing, this equated to an annualised $600k saving

+ Procedural changes driven from the review also ensured a high level of compliance with cross-border trade obligations.

Up to 3-day improvement in lead time

» Importer of co-mingled cargo exported from various suppliers and markets prone to container inspections resulting in
substantial container detention charges
Business implemented Government-administered trade facilitation initiatives designed to reduce or eliminate
Substantially reduced container detention charges and improved speed to market/working capital improvements)

Lower leader times and faster clearance through trade facilitation

+ Accreditation to Australian Trusted Trader programme

» As part of the accreditation process an array of policies, procedures, controls and systems to improve supply chain security and
transparency are implemented

« Differentiated regulatory treatment from cross-border agencies result in improved speed to market through expedited clearance

$250k reduction customs clearance costs

+ Alarge importer was transitioning from an external customs clearance function to a self reporting model

+ Identifying the right resource requirements and skill sets required within the function for the volume of trade, and developing
internal governance framework and KPIs for the team, improved compliance levels and a decrease in operational costs by circa
$250,000p.a.



Our full service international supply chain

offering

Our integrated offering allows us to bring together a team of specialists across our supply chain, analytics and modelling, trade, tax and
regulation with the skills and experience needed to identify and realise the ‘hidden’ opportunities in your international supply chain.
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Our
specialist
capabilities

+ International
Supply Chain
operations

« International
trade and
regulation

* Global tax and
value chain
transformation

+ Data analytics
and modelling

+  PwC Australia
Asia practise

«  PwC global
growth market
centre
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Trade, tax and regulatory optimisation
« Assessment of regulatory requirements for current and proposed countries of operation
+ Assessment of preferential tariff and market access concessions available through FTAs

+ Identification of duty concession and trade facilitation schemes available for all global trade
relationships

+ Design and establishment of customs approach and procedures in offshore operations

 Establishment of offshore regulatory relationships (customs, quarantine etc.)

International logistics network optimisation

+ Cost to serve analysis to baseline cost of the various offshore and domestic supply chain
routes

+ Network optimisation modelling to identify and test scenarios to improve flow
« Assessment of the best ownership and operating model options for overseas facilities

+ Support in the selection logistics partners in overseas territories

Management of shipping and freight forwarding cost

+ Analysis and benchmarking of current shipping and freight forwarder cost and fees costs
+ Invoice matching to assess planned versus paid shipping cost

- Assessment of the effectiveness of mode, carriers and route selection

« Support in the negotiation of shipping rates and the assessment of the best carriers

Purchase order (PO) management and visibility
* Modelling to calculate full landed cost per product by source and channel

« Bespoke analysis and/or implementation of integrated freight management systems with
functionality to enable:

+ Landed cost calculation (incl unbundling)
+ Integrated PO, shipment and FID matching and document storage
« Rapid reporting of PO delays, shipping cost, supplier performance

+ Re engineering of processes impeding the timely processing of orders and flow of goods
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