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)
¢~ Digital Transformation

» Digital transformation is the ability to understand what business
trends and technologies are at hand that can be of great value to a
corporation, and then to have a systemic and rapid way of adopting
those trends, building them into a sustainable business model and

making competitive use of them.

» Three principles used to determine whether a capability is a good
choice for digital transformation

» The capability must be more attractive in digital form.

» Potential must exist to leverage the capability beyond existing
company boundaries.

» The target business model must be strategically attractive.

(“The Digital Springboard” by Gillis Jonk and Bruce Klassen)
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» A sound indicator of the digital potential is to look at the entire
‘z spectrum of customer’ supplier management initiatives generalized
| over broad categories of sourced systems/parts
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)’ We see a mix of digital, services, consulting and custom
‘ *  software development initiatives in the industry
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L+ PLMprovides heavy lifting digital product
o and process development capability

Suppliers collaborate with their customers to

IP segmentation concurrently develop specifications and IP

Co-designed Suppliers collaborate with their customers to
systems concurrently develop systems

. Suppliers collaborate with their customers to provide
| Dlgiel information early in the design cycle to integrate the
mtegratlon . . .

digital product definition

Digital
Interoperability

co-development
partners
(small number
of suppliers)
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9~ Digital Integration ILLUSTRATIVE
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> Digital Integration
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¢~ Co designed systems ILLUSTRATIVE
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» JSF: One Program - - Three Variants
) 2 Meeting Service Needs

Conventional Takeoff and Short Takeoff Vertical Carrier Variant
Landing Variant (CTOL) Landing Variant (STOVL) (CV)
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"~ Instant World-Wide Collaboration

Major Partners...
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E*{‘E—* Lockheed-led Global Military Coalition — Z2F

LOCKHEED MARTIN

UGS Teamcenter provides a capability that does these things:

The Master Digital Thread... from Concept through Sustainment
Collaboration & workflows world-wide, enabling a Virtual Program
ITAR Capability to control exports/data security

Multi-CAD Product data & structure managed in a single system
Config Mgmt perfermed throughout the Preduct Life Cycle
Significant savings over traditional pregrams ‘p’.

Lacihood Math fAeomd by Commny



Y+« PLM software provides flexibility in implementing
© global development business rules

Pparto-Pear Lead Sita Cantral Deaploymant

» Centralized, distributed, : j,f“ 2 ~.
federated,... e o savers | " sarers |
» Secure supplier access to data / \
segmented by “need to know” - _—
-Sewers ﬂ—t Servers | ‘ § r
basis 1 . e _

» Supplier hubs can be placed in Intra-Company
the DMZ depending on e
customers requirement

» Distributed architecture can be
Implemented to reflect design
partitions of the product

» Standards can be local or global

Satellrte Sitel

or both

e Cﬁentl S—ervr;-r con nect?on_
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Y~ Before Global Outsourcing

» Design In House

» Simple Supply Chain

)

gan

Design

Engineering

Design

>
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i‘; Global Outsourcing

» Sourcing Team On Critical Path Time
1l Cost_ Management
Profit

» Globally Distributed Supply Chain

» Complex Collaborative Processes

gan

Sourcing
Data

Purchasing

BOM
Change
Request

Foat .,

AProduct Development

L-r ~,

Tier 2 Supplier C

Design
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)
" Keys To Effective Sourcing

» Complete SRM Solution
» Integrated with Product Development

» Supplier Collaboration

Purchasing

Design

\roduct Developmer. |
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'i" Typical Collaborative Global Supply Chain

» 1,200 buyers
In 12+
countries
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\ .
)4 Integrated Sourcing

The Need
<

Product
Development

Procurement

L~

* Why does this part need to
be re-sourced?

* Which parts on this CR

have been sourced?
« How much will this * Where is the design spec?

change impact my 3 * Please don’'t ask me to re-
program cost? key this info into an RFQ!
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"‘v_ Integrated Sourcing
"~ Bringing Purchasing into Product Development Processes
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Review / :
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iz Integrated Sourcing

Value of Process Improvement

*Reduced Time to Process Change Requests
sImproved Cost Management

Change Impact + RFQ + RFQ —
Analysis Pre.p Collaboration

>50% of Cycle Time

C t M Initiate Change Request
= rre L B Change Impact Analysis

B Develop Sourcing Strategy
B RFQ Prep

@ Initiate RFQ

E RFQ Collaboration

I nteg rated O RFQ Response

O Analyze Responses

O Negotiate

O Award Contract

o) 20 40 60 80 100
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\ .
)4 Integrated Sourcing

Value of OEM and Partner Collaboration

As the OEM drives higher content from the suppliers, the cost of
collaboration and coordination rises while improving affordability as long as
both are collaborating and iterating to an optimum specification complexity

* UGS has integrated the proven and scalable Teamcenter collaboration
and Program management technology with the eSourcing Tools
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& .
)4 Integrated Sourcing

Value of Improved Purchasing Productivity

» Less time on repetitive manual tasks

» More time for strategic supplier management

Tactical
Transactions

/

/

Strategic
Supplier Mgt.
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1" The UGS Integrated SRM suite

Program Mgmt
Requirement
Change Mgmit.

Commodity, Category and
Industry best practices

Process planning

Program

Management

Design Mgmt. (Doc mgmt., Routing, visualization, Office collaboration,
Release mgmt. conferencing, Alerts, Issue tracking, , reports and dashboards)
Doc mgmt.
Alliances
Reports &| RFX and : Supplier | Supplier and
CAD | CAE [CAM Analytics | Surveys NEG@UETS | Speme Mgmt. Quality | Category
Solutions

Product & Process
Data

Sourcing Database
e.g. PLM item references, Tooling, Changes, events, spend, suppliers, awards,
customer extensions

1 l
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*,, Systems covering supplier management
~ ....extending PLM systems

ERP PLM
eProcurement
& Suppiers collaborate with their customens J
bo concumenily develop specifications
Trad ! ng Suppers collzborate with their customers J
eXC h an g eS 1o concumently develop sysems

Supphers collaborate with ther customers 1o J
prowide information eary in the design cycie o
integrate the digital product defnition

»PLM systems successfully manage the co-design relationship today

»Extending this capability by integrating strategic sourcing tools provides
significant value:

»Avoiding errors which are discovered later in the lifecycle by managing the
entire lifecycle including day to day changes

» Taking full advantage of the supplier innovation

»Bringing the supplier selection, on-boarding early on the product
development process by linking the specifications to the category/supplier
structure

»Enabling supplier quality / performance to be linked to supplier capability
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*, Systems covering supplier management
~ ....extending ERP systems

ERP
eProcurement
&
Trading
exchanges

PLM

»Extending ERP and other indirect Sourcing systems to handle engineered
systems/parts has the advantage of:

»Integration with business data warehouse, R2P and contract
management

»In some cases of engineered goods, particularly in the domain of
“order to re-order” business process, this approach may be suitable
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iv Systems covering supplier management
“* ... Should SRM be an independent system in the middle?

»Having another backbone system for Sourcing is not a long term viable
proposition

»The coverage of such systems today is limited, with little or no interfaces
with PLM and ERP systems and will end up maintaining costly
integrations

»Specialty “open” applications will evolve in this space
»which will need to be integrated into the backbone systems.

» Specific capability based category solutions (e.g. Vykor) are a great
example of this trend

© UGS Corp. 2005. All rights reserved.




Two distinct directions for digital sourcing

Canabllity based
¥ ¥ cost couniry

L LTl R )
Van BT L

© UGS Corp. 2005. All rights reserved.

Transaction based
systems

Model based systems

Centralized monoliths

Distributed architecture

Evolved from Finance, HR

Evolved from product
development

Flat BOM based

Product structure based

The technical basis of
collaboration is EDI

Collaboration and change
management is integral

Understanding of People,
BOM, payables and
receivables

Understanding of parts, systems
and assemblies at a model level

Integration of contract
management and R2P

Integration of ME/EE/SW

Link supplier to its delivery?

Link supplier capability and
quality to specification

Expensive to customize,
maintain and extend

Model based approach lends
itself to easy on-site extensions




) ..
¢~ Summarizing the two approaches

SRM Transactional and well suited to
category indirect Suitable for both direct and indirect
coverage
Core SRM
Business Build to stock, engineer to order and
Order to re-order
Processes assemble to order
supported
System/Part Item master is limited in knowledge | PLM contains extensible part and or
model and ) :
- of the part or system system information
lifecycle
Collaboration; early involvement of
Sourcing |Price driver; consolidation of indirect suppliers;focus on complexity
Driver spend reduction and sepcification
improvement
Su;_)pller_ Arms length rel.atlonshlp with e e s
Relationship suppliers
Key Sourcing R2P
Process
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‘ Integration of collaboration with SRM
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i, Next generation Sourcing is based on 6 key
~ technologies

RFx &
sSurveys

Negotiate Optimization
Analytics
eSourcing
Tools integration

Supplier
capability & risk
model

Profile of a “ Business User”
" information needs to be three clicks away

Bulk of his time is spent in:
a) looking for information, and,
"€ | b) preparing for reviews

PLM integration
and change
management

Program
Management &
collaboration

e+ Baahbaarie ¢
* Dashboard!
Ik s

——.
Engineering spec complexity S s el e

Analytics and Quality driven
lifecycle cost Improvements

+ OPEN ARCHITECTURE
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9~ Program Management & Collaboration

TeancenTeER

one Window
Home

One Window Documents and Lists Create Site Settings Classification Search Logout Help

Team Site Map
[ZjRefresh
--ﬂﬁl]ne Window

Documents

Pictures

Lists

Discussions

Lessons Learned
Discussions

SUrveys

Classification
Routing Slips

relcore Malloni, Joe

f My Projects ¥ My Events My Tools "rKnowledge Center'm

|

Modify Shared Page «

Leadership Corner

Welcome China Team! 103172008 4:47 PM
by

welcome to the members of the China Purchasing Team.  vou can use the My Projects tab to
start sourcing strategy work on goods and services,

Delays due to Hurricanes 10/28/2005 8:08 AM
by Malloni, Joe

Hurricane Katrina and Rita have impacted the delivery of raw materials, Please watch for future
messages on this topic

8 Add new announcemnent

Rollup - All Announcements
Filter | [3 Refresh List | Expnr‘t Results

D Title Modified Site
Re-arganization Annoucermnent 10/26/2005 12:00:00 AM  MNew Laptops
Mew Laptop project has been started 10/28/2005 12:00:00 AM  Mew Laptops
Alternator project has been accelerated  10/31/2005 12:00:00 AM  Mext Generation Alternator
Manufactuirng project initiated 10/28/2005 12:00:00 AM  Servo Motors

Rollup - all Tasks
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Getting Help

Got an Improvernent IDEA???Y

eRfx Web Based Overview

Job Aids - Common Tasks

Job Aids - Getting Started wiih One Window

Qne Window Training Waorkshops

Cne Window Training Presentation (ppt) %
AVIs - Common Tasks

Cne Window User Manual

8 Add new link B

& Link docurnents from other Docurment
Libraries

Purchasing Links
CombineMet
SAP BW
Cost Analysis

Supplier Managernent
Contract Managerment
Lexis Mexis Publisher
Payment Tracking

£
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i, Next generation Sourcing is based on 6 key

technologies

RFx &
sSurveys

Negotiate Optimization
Analytics
eSourcing
Tools integration

Supplier
capability & risk
model
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» . Profile of a “ Business User”
" information needs to be three clicks away

Bulk of his time is spent in:
a) looking for information, and,
"€ | b) preparing for reviews

PLM integration

Program
Management & and change
collaboration
Wln!:m:m
Englnaamg spec complexity S s el e
Analytics and Quality driven
lifecycle cost Improvements

+ OPEN ARCHITECTURE
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Summary

Digital transformation

» Understanding what business trends and technologies are at hand that can be of
great value to a corporation and then to have systemic and rapid way of accepting
those trends, building then into a sustainable business model and making
competitive use of them.

Digital maturity for supplier relationship
» Key to understanding your business environment...and your understanding next step
Collaboration technology used in PLM — Instant World-wide Collaboration

» PLM software provides flexibility in implementing global collaboration...which is
required!

Integrated SRM

» Integrated SRM, with PLM, for maximum data re-use, process automation, sharing,
and collaboration with your suppliers.

Contrasting SRM systems approaches

» The integration from PLM offers critical advantages...takes full advantage of the
supplier innovation, capability, and performance...integrated with the supplier
database

Integration of collaboration with SRM
» The full suit of integrated tools are required to receive maximum value.
To be continued....
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technologies

RFx &
Surveys

Negotiate Optimization

Anaij,:rtins

eSourcing
Tools integration

Supplier
capability & risk
model
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Nex

» . Profile of a “ Business User”
~ information needs to be three clicks away

Bulk of his time is spent in:
a) looking for information, and,
"€ | b) preparing for reviews

Program
Management &
collaboration

Cost
(]

L ation
Engineering spec complexity
Analytics and
lifecycle cost

Next generation Sourcing is based on 6 key

PLM integration
and change
management

UMC Fab - Avarage Yield

Quality driven
Improvements

+ OPEN ARCHITECTURE
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Analytics in Supplier Relationship Management

‘; Focus on Technology

Analytics in Supplier Relationship Management
Raj Khoshoo
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i, Next generation Sourcing is based on 6 key
technologies with analytics occupying a key role

" information needs to be three clicks away
RFx &

sSurveys

‘ » _ Profile of a “ Business User”

Negotiate Optimization

Bulk of his time is spent in:
a) looking for information, and,
"€ | b) preparing for reviews

Analytics

eSourcing Program PLM integration
Tools integration Management & and change
collaboration management

i Dashbsards ¢ Feilan ¢ heparts 4
D hb vl

~
T
L " s
1 . - ‘
agram2 - - I
: = —
OBl
Programm |* +
" L AT
RFX
«

Englnaamg spec complexity

Supplier
capability & risk
model

Analytics and Quality driven
lifecycle cost Improvements

+ OPEN ARCHITECTURE
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i, Supplier structure with capability is the basis
~ of next generation sourcing
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L o Next generation Sourcing is based on 6 key
© technologies with analytics occupying a key role

» _ Profile of a* Business User”
" information needs to be three clicks away
RFx &
Surveys
Negotiate Optimization SR— _ B
I  [dete oo =
Analytics o4
eSourcing Program PLM integration
Tools integration Management & and change

management

e+ Baahbaarie ¢
* Dashboard!
Ik s

Supplier Analytics and Quality driven
capability & risk lifecycle cost improvements
model

+ OPEN ARCHITECTURE
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v Enabling the next generation of savings

v

» ....good data basis is needed for decision making
....... data needs to be aggregated from multiple sources

Traditional Approach

Employee
Paper Files
Prior
\ Activities
Supplier Files Manual
Data
Collection

Technology-Based Approach

PDM

BOM, Change History, forward and
backward references, EBOM/MBOM
comparison, associated models and
drawing, requirement specs, sourced

parts
ANALYTICS /

ERP

Inventory by revision level, lot size,
target cost, target volumes,
production usage, MRO
consumptions

Supplier structure, capability,
capacity, spend, specifications,

SRM |

Data Warehouse

events

Quality, SCARS, Warranty,..

Performance |




b The Case for Advanced Analytics - Optimization

Optimization

el What's needed to make Optimization work?
== Intelligence
Positive early return ...but complexity limits use
Whlummw$ applied
| LT /I}
«  Quickly assess/test best value & E

allocation strategies /)’

- Flexible bidding empowers suppliers f &
to showcase strengths & offer best & &
value deals

0% 10%  20%  J0%  40%
%6 of those using optimization

Optimization — It's Not Just About Bid Analysis

« Sourcing strategy development
— Lotting strategies
— Demand and specification management

* Supply risk assessments
— Contingency planning
— Scenario testing

¢ Multi-tier supply chain assessments
- Evaluate cost structure of sub-tier supply
— Identify and test supply base rationalization,
co-sourcing options




L o Next generation Sourcing is based on 6 key
© technologies with analytics occupying a key role

» . Profile of a “ Business User”
" information needs to be three clicks away

RFx &
Surveys

Negotiate Optimization

Bulk of his time is spent in:

a) looking for information, and,
"€ | b) preparing for reviews

Analytics
eSourcing Program PLM integration
Tools integration Management & and Change

collaboration

"

Englnaamg spec complexity

Supplier Analytics and Quality driven
capability & risk lifecycle cost improvements
model

+ OPEN ARCHITECTURE
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W~ Visual Analytics — Supplier Quality
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“; Visual Analytics — Supplier Scorecard
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‘j. Visual Analytics — Sourcing Dashboard
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Transforming the
process of innovation
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Digital transformation ¢

Digital maturity for supplier relationship ﬂ’
Collaboration technology used in PLM ﬂ’
Contrasting SRM systems approaches ¢
Integration of collaboration with SRM*’



Summary

v o Systems covering supplier management
v ...2xtending PLM system to cover direct material

ERP FLM
efroorement
F ¥
Trading v
exchanges /

e PLM systems successiuly manage the co-design relationship today
»Scaling this capability by integrating strategic sourcing tools provides
significant value by:
» Beodding errors which are discovered later in the Hfecycle by managing the
entirg lifecycle including day to day changes
+ Taking full advantage of the supplier innovation
» Bring ingg the: sup plier selection, on-boarding earky on the product
dingelopment process by linking the specifications (o the catlegongsup plier
struciure

+ Enabling supplier quality | performance o be linked (o supplier capability

P an . . b g P

Fye—

Improved consolidation

Creation of price

Identification of

S e Most conventional
(35%) sourcing levers have
already been applied
! Improved planning by many
SLI:;J:L:I:;D . and -.}::t:ﬂflluling pro,cu-[em-ent
organizations

Increased access to
technology through
collaboration

(11%)

“ the sourcing diamond” (AT Kearney)
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. ¥ Next generation Sourcing is based on 6 key
technologies with analytics occupying a key role

eSourcing
Tools integration

Supplier
capability & risk
model

PLM integration

Program
Management & and change
collaboration management

o

Analytics and Quality driven
lifecycle cost improvements

Engineering spec complexity

+ OPEN ARCHITECTURE
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already been applied
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procurement
organizations
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