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“Vision Is perhaps our greatest strength... it has kept us alive to the
power and continuity of thought through the centuries, it makes us peer

Into the future and lends shape to the unknown”
Li Ka Shing



http://www.woopidoo.com/business_quotes/authors/li-ka-shing-quotes.htm



















START BY CREATING A SHARED VISION
& MISSION



MAKE SURE WE ADDRESS NEEDS AND
EXPECTATIONS



IDENTIFY AND UTILIZE THE STRENGTHS
OF EACH PARTNER



UNDERSTAND THE LIMITATIONS



SET COLLABORATIVE
GOALS/ACCOUNTABILITY



HANDLE ISSUES QUICKLY



COMMUNICATE, COMMUNICATE,
COMMUNICATE



AAFES and Logistics Overview

Steve Richardson
Vice-President AAFES
Logistics



aD _ ] ]
EOur Mission

Provide quality goods &
services at competitively
Cow prices...

and generate earnings to
support MWR Programs
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Presentation Notes
AAFES’ mission is two-fold:   To provide authorized patrons with merchandise and services, and to generate nonappropriated fund earnings as a supplemental source of funding for military Morale Welfare and Recreation/Services Programs. 



In 2007 $232 Million of AAFES’ earnings were returned to the services.



http://h2.aafes.com/sites/3/4/Photos for presentations/April07/Central/FtHoodCC.JPG
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The Command Group consists of:

The Commanding General and Chief Executive Officer, Army Brigadier General Keith Thurgood, Army Reserve

The Deputy Commander, Brigadier General Francis Hendricks

The Chief Operating Officer(COO), Mike Howard



AAFES is divided into three CONUS regions, two overseas regions and 25 directorates led by civilian, senior executives and senior Army and Air Force Officers.



AAFES is a government organization that falls under the Department of Defense.  The commanding general reports to the Board of Directors, which consists of very senior leaders from the Air Force and Army.
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= Those Who Serve

Our AAFES Family 43,522 Associates
pé.“é‘?fegu‘ﬁ,y  More than 450 Associates

Military serve on contingency teams
1

Military
Spouses &
Family EA%
embers A

25% |

Foreign
Nationals
18.4%
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 Beyond the Headquarters, we have more than 43,000 Associates serving our customers around the world.

460 of those Associates are active duty military members.  

72 are permanent party at the Headquarters (34 USA, 38 USAF)

350 work part time in our stores to supplement their income



- Additionally, we are proud of the fact that AAFES is the largest employer of military family members in DoD.



Like other DoD employers, AAFES offers employment preference to military spouses and family members.  AAFES also has a reinstatement program that allows eligible Associates to compete with current Associates for in-house jobs when moving from installation to installation.



- Spouses have up to 36 months to find a job at the new location while maintaining eligibility for reinstatement benefits.










AAFES’ Customers

mActiveDuty mGuard/Reserve
M Retiree @ Civilian/Other
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Taking care of our diverse customer base isn’t easy.   AAFES makes every effort to analyze local demographics to target stock assortments, merchandise and services to that particular area.





NOTE:

The 11.6 million refers to all eligible sponsors plus family members, for all services; all Active Duty, Reserve, Guard and Retired Army, Air Force, Navy, USCG, and Marine personnel as well as DoD civilians, family members (dependents) and eligible international military members. We also provide services to Marines in Okinawa, Iraq and Afghanistan



The 7.6 million represents the sponsors and family members that are coded Army or Air force; all Active Duty, Reserve and Guard, civilian, and retiree sponsors of the Army or the Air Force, AAFES civilians, eligible international military members, and family members (dependents). 






49 - US States

5 - U.S. Territories

30+ Countries
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The heart of our business on military installations are the main stores called the BX/PX facilities

  -- We carry an assortment of merchandise that’s combination department store and discounter

In addition to the main stores, AAFES has specialty stores that include Shoppettes (convenience stores), gas stations, car care centers, book stores, video rentals, and class six shops (alcoholic beverage stores), modern food courts, theaters, vending machines and a wide range of personal services offer hometown convenience on military installations. 




_Se Name Brand Fast Food & Signature Operations

Baskin @

g’ Robbins Rﬂbisﬂmﬂggé
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Current as of Jul 9, 2008.



- These are some of the staple name brand fast foods that AAFES franchises.  We have 35 concepts in our portfolio and look for ways to partner with other name brands to bring them on board.  We also have 11 signature brands. 



- 1,384 name brand restaurants comprised of 556 AAFES signature brand locations and 966 NBFF including concession operated locations (FA)

- 215 name brand fast food concession restaurants across contingency locations  (FA)



Always researching ways to make our NBFF and signature brands more healthy 

  -- Healthy initiatives include: 



       BK –Testing trans fat free oil 

       AAFES –Signature brands, American Eatery and snack bars will switch to trans fat free oil this year

AAFES – POP will be released suggesting heathier menu alternatives for kids 

SUBWAY - 6 GRAMS OF FAT SANDWICHES AND SALADS, “FRESH FIT PROGRAM” 

 CHARLEY’S GRILLED SUBS – uses trans fat free oil 

ROBIN HOOD – sells low carb tortillas and every sandwich choice can be made a salad 

  STARBUCKS –  Used trans fat for pastries and uses 2% milk instead of whole milk

  SCHOOL FEEDING PROGRAM – Compliance with USDA nutritional requirements.

 

 

http://rds.yahoo.com/_ylt=A9G_bHNTbdVHG9EAc1qJzbkF;_ylu=X3oDMTBpc2ozM2gzBHBvcwM0BHNlYwNzcgR2dGlkAw--/SIG=1filp5gl3/EXP=1205255891/**http:/images.search.yahoo.com/images/view?back=http://images.search.yahoo.com/search/images?p=subway+logo&fr=yfp-t-501&ei=utf-8&js=1&x=wrt&vm=r&w=220&h=145&imgurl=www.musicgizmos.com/entry_images/0706/19/subway_logo_220_145.jpg&rurl=http://www.musicgizmos.com/&size=7.9kB&name=subway_logo_220_145.jpg&p=subway logo&type=JPG&oid=baa4f2da2847d5e6&no=4&tt=2378

«S= Plant Operations
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Additionally, we operate bakeries and bottled water plants, as well as provide school lunches in our overseas operations.



This allows you to a variety of these items  from the commissary, our Named Brand Fast Foods, restaurants and dining facilities.



In the 2006 -2007 school year, AAFES served 4.4 million USDA pattern meals supporting 90 DoD Schools in 9 countries.  Approximately 24,000 are served daily.  Eight thousand of those meals are served in 27 schools throughout the Pacific.

 

The AAFES School Meal Program is a pure service provided to our overseas customers on a break even basis with absolutely no profit generated. 



NOTES:  

 The school meal program is operated by AAFES and funded through three (3) sources:  USDA Reimbursement & Commodities, Sales (meal purchases and a la carte) and DoDEA. 

USDA Reimbursements 6.3 M 

Free Lunch Meals Provided 17.64%

Reduced Lunch Meal Provided 21.67%

Free Breakfast Meals Provided 53.24%

Reduced Lunch Meal Provided 29.92%

A la Carte Sales from Student, Staff, & Visitors 3.6 M

Currently operating under the Alaska Reimbursement Rate





http://www.samsclub.com/shopping/navigate.do?dest=2&item=180111
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AAFES expands its reach to our customers through the annual catalogs and our website, aafes.com.



Today, on-line shopping is a common as traditional store browsing.  The website provides a convenience to our customers and provide them with the same tax-free savings and free shipping.   The pubic can access the site to find out more about AAFES and to participate in various programs for our service members.  However, to go beyond home page, you must be an authorized customer.  



The Exchange Mall Partners offer our customers items AAFES may not be able to offer directly through the internet site or stores.  These partners offer a discount on their merchandise or shipping or a combination thereof, tax free.





The Exchange Mall Sales for 2007: $18M 

In 2007 Direct Marketing generated a total of $227.4M in sales, a 2% increase over the prior year 

Slide 23 – Information on the CertifiChecks needs to added:

A total of 103,079 CertifiChecks valued at $2,225,655 have been sold since March 2003.



Current as of Feb 29, 2008.

https://thor.aafes.com/ics/default.asp
http://www.aafes.com/pa/default.asp
https://thor.aafes.com/ics/default.asp
http://www.aafes.com/pa/default.asp
https://thor.aafes.com/ics/default.asp?loc=info/dynamicinfo.asp~id=ShippingPolicy
http://odin.aafes.com/newsletter/weekly/landing.htm
https://thor.aafes.com/ics/default.asp?loc=department.asp~dept_id=49100
http://www.aafes.com/millife.htm
https://thor.aafes.com/ics/default.asp?loc=info/dynamicinfo.asp~id=specialty
http://www.usafservices.com/
http://www.armymwr.com/
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Feedback tells us that we must be something right. Provided are some industry recognitions AAFES has received



We were recently recognized for winning the 2007 Goody Products "Sales Achievement Award" for attaining and surpassing $5 million in retail sales for the first time in the history of the program.

    

“Top 50 Companies for Diversity” - Diversity Inc. Magazine, 2006



“Top 50 Companies for Supplier Diversity” – Hispanic Trends, 2006

Multi- Channel Merchant Awards Home & Gardening Products Print Channel Finalist”- April 2006



Chosen from among 180 entrants, the AAFES Marketing Directorate was proud to earn finalist standing for three 2007 print products—Home Décor Summer and Outdoor Living in the Home and Gardening category, and The Baby Book in Children’s Products. Additionally, AAFES’ Web site, www.aafes.com, won accolades that qualified it as a finalist in the Web category. 




- 5= AAFES Logistics

v Logistics Vision:
Provide best-in-class logistical
support to our customers

v Logistics Mission:

Provide effective and efficient
ogistics to our global customer
nase




“‘ELogistiCS Senior Leadership
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;§ Logistics Directorate

v'DC Operations
v’ Transportation
v'Plans and Technology



-

«S= Bottom Line: Right Place, Right Time

Congratlaiom,
You Won a
N a1 F D sl Cam
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The result of all this effort means that our customers downrange have the widest selection of goods and services that we can provide, bringing a touch of home to those in harm’s way.
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Most of the challenging and demanding work of AAFES is completely hidden and for the most part, unthought-of from our customers.



It involves buying, sorting, shipping and stocking the vast assortment of merchandise we sell in our retail outlets, often under the most demanding and harsh conditions.



Our motto “We Go Where You Go” is thoroughly embraced through our contingency support efforts, which we consider the most important job AAFES has been asked to perform.



In order for our customers to have the products they want, we first have to buy them and get them into our stores, here at home, overseas, and in combat areas.



The “Go” in “We Go Where You Go”  and that spans the globe.



NOTE:  Sign is located at Giessen Distribution Center in Germany.


Destiny is no matter of chance. It 15 a matter of choice: it is not a thing to be waited for, it is a thing to be achieved.

William Jennings Bryan




Logistics DC Operations
Overview

Harold Hall
Chief of Operations
AAFES Logistics



* Kuwait DCC is a deconsolidation center



ATLANTA

Do

Schedule for Closure 2010
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e

“‘EOCONUS Distribution Centers

Germany DC

United
ROREA DC Kingdom DC
OKINAWA DC
Puerto Rico DC Kuwait DCC

HAWAII DC
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Limited General Merchandise

Beverages

Contingency Support

Freeze/Chill

Motion Picture Distribution

Catalog/eCommerce

Transshipments

Special Order Auto Parts

Non-AAFES Facilities

Military Exercises

School Lunch Programs

One-Time-Buys

Returns




. Logistics Operations Best Practices

v'Radio Frequency (RF) Technology
v'Put to Light Order Fulfillment

v"Cross Dock ASN Receiving
v’ 34 Party Logistics




= Logistics Operations Challenges

v Troop Re-stationing

v'DC Realignment
> Atlanta
>(Glessen
> Korea
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Furniture – WADC fully operational / ADC bldg 309 vacated 31 Jan 08.



PMG – PMG move completed 25 February.  Building vacated  29 Feb 08



Catalog/e-commerce – The 3rd Party Logistics RFI review process complete.  The RFP has been forwarded to PZ.  The project has been passed to the Project Management Office.

 

Fine Jewelry – RE Project Manager and AE assigned.  Project has been placed on hold pending HQ Building master plan review.  Estimated completion June – July 2009. 



Music / Video – Consultant RFP review contract awarded.  The Music/Video team is reviewing the consultant’s proposed models and preparing RFP.  Estimated 3 PL contract award date December 2008.   



MCSS – Item assortment being identified and reviewed by MCSS.  The SSC recommendation for the DDDC construction project consultant review  has been forwarded to PZ.  



Signs / Forms – PZ contracted a consultant to review the AAFES printing process to include warehousing.  Active item move depends on the consultant’s review and recommendation.  Obsolete items write off and disposition continues to be worked by the Marketing team.



Promo Items – Last season remain at ADC Jan 09.  Last Promo receipts at ADC Sep 09.  Last Promo shipped at ADC Jan 10. 



General Merchandise / Bulk – Items started moving to DDDC and WCDC week of 4 Feb 08.  Scheduled completion May 2008. 




' ATLANTA REALIGNMENT TIMELINE

Jun 07 - Jun 07
Furn Receipts at WADC

Apr 07 - Apr 07 May 08 - May 08

Reg ILP Start Move

Jan 09 - Jan 09

Jan 10 - Jan 10

Start ADC Promo Hold ILP & FL Last Season Last Promo/FL Shipped at ADC

Oct 07 - Oct 07 Jun 08 - Jun 08
WADC Primary Furn Sup ADC Consol Ctr Move

Last Promo/FL Received at APC

Nov 09 - Nov 09
Fleet Start
Transition to Switch Pt

Sep 09 - Sep 09

Apr OY

Sep 07 - Sep 07
WADC Parking Complete

May 07 - May 07

Bulk Stock Assortment Start Feb 08 - Feb 08

PMG Vacate Bldg 310

Oct 08 - Oct 08

All ADC Poll Merch Gone

Jan 09 - Jan 09
Music Video / Video Rtns

Jun 09 - Jul 09 Jul 10 - Jul 10
Non Convey to DDDC / WCDC Jewelry WHSE FMO Staff Clean Out ADC
Jan 09 - Jan 09
Forms / Signs (MK)
| | i a
! ! o ! !
| . . |
Jan 08 Jan 09  Jun 09 - Jul 09 Jan|10
MCSS Move Jul 10

Jan 10 - Jan 10
IT & DP Move from 305

Jul 09 - Jul 09

Start Catalog / e-Commerce

Move



o5 Giessen DC Relocation

»AAFES hired consultant to evaluate Germersheim
project Jan 07

»Planning Charrette conducted Nov 2007 with
recommendations to IMCOM-Europe Jan 08

»1391 input to IMCOM for FY12 budget ($20M)

»Design plan

=> 382,000 Square feet
v'360,000 Dry Warehouse
v’ 22,000 Admin Space

»Plan move FY13/14



’!!sAAFES Container/Truck Parking Costs

Road blocked for direct access/ Provides AAFES (f o

contiguous, more efficient facility/ Will adjust truck
traffic routing as needed

Site For AAFES
Relocation

N
| e

e 7 TA] U U UL U6 yUuUU]

DRMO Site, Initial !
Site Proposed for
AAFES Container Storage o

Expand parking lot oA ] . = ' :
for AAFES staff \\ ;‘ COA 2: $6.6M
n \ i AAFES Container& truck
S o2 U e, Storage ($200K more than COA 1
B o N for extra environmental comp

7

L X (TGS
a% [ ] \\‘\ 1] i
Options to adjust DRMO ‘g‘ i . i
|

access as needed
COA1, Part 2:
Relocate DRMO

COA1, Part 3: $6.4M

W

Build AAFES Container and Truck
Storage on DRMO footprint

COA1, Part 1: $4.4 - $4.8M
Build DRMO Relocation Lot




=== Korea DC Relocation

»KOM consultant firm was hired to evaluate and
propose a new DC at Camp Humphreys in April 08

»KOM on site 10-16 April to conduct on site
evaluation

»Initial design presented to AAFES April 08.

»Final drawings to include fixtures and
mechanization presented Sep 08.

»New Design
=>410,000 Square Feet
v'305,000 Dry
v' 67,000 Freeze/chill
v 38,000 Admin, PMG, Building & Fleet Maintenance

> Timeline: 2012/2013



Korea DC Relocation

m“x“ Gﬂ“-r.u; @ L—“__—
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Mobile Field Exchanges

Purpose
» Supporting Natural Disasters

» Troop Deployments

Infrastructure

» 9 Units
» Satellite Communication
» Coolers, Safe, Shelving

» 40K in merchandise at dispatch

Advantages
» Turn Key Operations
» 48 Hour Response Time

Results
» 143,000 troops supported
» 1.2M in Sales to date






Welc}:ﬁpme to the Hilton!!!




| should have joined the Navy!!!!
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GENTLEMEN: 

I KNOW THAT YOU ARE FAMILIAR WITH THE CENTCOM AOR. WE LIKE TO SHARE SOME FACTS WITH OUR VISITORS.



ALSO IMPORTANT:

THE SUEZ CANAL

THE STRAITS OF HORMUZ 



FUTURE IMPORTANCE OF THE CASPIAN SEA (OIL AND GAS)



NATURAL ‘FAULT LINE’ BETWEEN 

ASIA/EUROPE/AFRICA

- CHINA/RUSSIA/U.S.-NATO
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US States Renamed for Countries with Similar GDP

2]

Tunisia Ecuador \Horway
srael
rmna Croatia

Uzbekistan
Ireland
Peru
Finland
France

Czech
Republic

Philippines

.

Nigeria™ D‘

f“\
" ,%

Belarus



http://strangemaps.files.wordpress.com/2007/06/350816052_0a392a0d28_o1.jpg
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THE CENTCOM AOR EXTENDS FROM 

THE DESERTS OF EGYPT AND THE SUDAN 

TO THE HIGH MOUNTAINS OF KYRGYZSTAN AND TAJIKISTAN.  

IT IS ETHNICALLY AND CULTURALLY DIVERSE;

HAS A LONG AND RICH HISTORY;

AND IS OF VITAL STRATEGIC IMPORTANCE TO THE UNITED STATES.


T

Abraham Born/Lives
InUr

Hammurapl Contoris

Hittiets Sleze

P TR AT Y I Tl s

-Nabuchanr |
Capture Palestine

Cyrus Defeats

Babylonians

- sénquars
Babylon
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http://en.wikipedia.org/wiki/Image:Dome_of_the_rock_distance.jpg
http://en.wikipedia.org/wiki/Image:Al_aqsa_moschee_2.jpg
http://en.wikipedia.org/wiki/Image:Kaaba_Mirror.JPG
http://en.wikipedia.org/wiki/Image:Amellie_-_Stoning_of_the_devil_2006_Hajj.jpg
http://images.google.com/imgres?imgurl=http://www.bibleplaces.com/images/Crowds_at_Western_Wall2_tb_n060601.jpg&imgrefurl=http://www.bibleplaces.com/westernwall.htm&h=300&w=400&sz=32&tbnid=qV7z9aTFNhDJfM:&tbnh=93&tbnw=124&prev=/images%3Fq%3Dthe%2Bwailing%2Bwall%26um%3D1&start=2&ei=ERZbR5mHPJWUggTagozfBg&sig2=3_UMPBnzqwLkDjE7GOiqaw&sa=X&oi=images&ct=image&cd=2
http://www.atpm.com/7.09/israel/images/western-wailing-wall.jpg
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A DAY IN THE LIFE OF SUSTAINMENT

- 700M of Meals Produceagt__:r" g} 225 Gun Truck

e g 3.7M1.Gats Of \ wesls NuEadons

Issued

3M Gals of Fuel Rotate 600,000
Delivered ~ soldiers a year

200 CL IX (Parts)a
High Priority A
dllets Offloaded

3M Gals of Fuel. b

s ..-"- g 7 :
Load armfadOfflead at §

Seaports=same

volume as Port of
sBOston

i Completed -
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v'Force Development and Planning
v'"Movement of Forces
v'Operate/Secure Airports, Seaports
v'Camps and Nodes

v'Reception Operations at APOD &
SPOD

v'Conduct integration training
v'Ground Convoy Operations

1
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Photo of trucks waiting to download at Bagram.
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@gi\u Army at War... ane Meore

Our Army is at War...and keeping the Peace...and
deterring aggression...and providing humanitarian
assistance around the globe. Over 320,000 Soldiers are
committed worldwide. It hasn't been easy, but we're
working to make it better for you and still uphold our
responsibilities to our Nation.









=« Command Relationships

CENTCOM

ARCENT MARCENT NAVCENT CENTAF
(Army) (Marines) (Navy) (Air Force)

CFC-A CJTF-HOA
(Afghanistan) (Horn of Africa)

*ﬂmfﬂt
1:,‘\

[





http://upload.wikimedia.org/wikipedia/commons/9/97/The_rock_of_the_Dome_of_the_Rock_Corrected.JPG.jpg




TR
L RARRRRRAIN

—




AAFES Transportation

Alan French
Chief AAFES Transportation Operations
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‘ w B! Largest Peace Time Shlpper inthe B
| Defense Transportation System



http://www.yrcw.com/images/equipment11.jpg
http://www.sddc.army.mil/
http://www.amc.af.mil/amc/library/factsheets/factsheet.asp?id=229
http://www.cbp.gov/xp/cgov/toolbox/about/mission/cbp_plans_reports.xml

;g Transportation Costs  ($000,000)

Actual Budget +/-
NAF FY 2008 $193.9* $196.3 -1.6%
APF (SDT) GFY 08 $144.0* $138.6 3.9%
GWOT (SDT) GFY 08 $138.0* — —
TOTAL $475.2* $472.9 5%

*projected
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On-Time Performance

On-Time Performance YTD

100.0%;
75.0%:
50.0%:
25.0%;

0.0%-

AAFESFlest ~ Comm'| Truck Alr Ocean Small Parcel

[ Goal @ Actual "/ Inclustry




"= Negotiations & Compliance

v Valued Partnerships v Calculating Success
> Trust = Scorecards
- Honesty > Key Metrics
> Integrity - Reduced Expenses

= Increased Revenue

v’ Performance Management ¥ Moving Forward

= Clear Expectations = Quarterly Reviews
- Goal Oriented - Sharing in Success

- Rate Based = Collaboration




" == Fleet Assets

»83" Largest Private Fleet *
»Equipment
¢ 379 Tractors

¢ 1,773 Trailers
= 1,597 dry; 176 reefer

»21.1 Million miles driven worldwide in FYQ7
»1.4 Accidents per million miles driven

* Industry average is 4.0 accidents per million miles

»Recognized Higinio Ortiz DOTY (1994 & 2007)
* AAFES first 4 Million Mile Driver

* Transport Topics


Presenter
Presentation Notes
Our primary purpose for owning and operating a fleet of tractors and trailers is to provide timely and affordable delivery service to our stores.  



Our customer base, the stores, differ in size from the very large single stops to the very small – shoppettes, gas stations, troop stores. 



To offset the cost of our private fleet, AAFES picks up AAFES procured vendor freight throughout the country on the return runs to our distribution centers. The FY08 goal is 19.7 million dollars in cost offsets.   



When we compare our accident rate with industry.  We are 10 times better than the current industry average of 4.0 accidents per million miles driven. 

FY07  Backhaul $18 Million

FY07  Miles Driven 21.1 Million (AAFES fleet only)



NOTE:

YTD 2008 (Aug 08) $10M Backhaul

Backhaul Goal for 2008 is set at 30.64% of the Backhaul Offset, currently Fleet YTD (Aug) 25.52%



YTD (Aug 08) Miles Driven 12.6M (AAFES fleet only)










oS CONUS Network

Location of AAFES CONUS Terminals and Relays

AAFES Fleet Locations

. - peka :
Ft Leonard Wood M ﬂ@@m
‘ o
' A Ft Stewart /
Hunter AAF

Headquarters
Terminal

Relay/CC

HEE D ¥

Relay
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Switchpoints/Relays are mainly centered in high backhaul areas



Total of 15 switchpoints/relays throughout the United States, servicing our four Distribution Centers.

Located on a military facility to provide support and service to our stores as needed, moving trailers upon request or making deliveries or drop and hook runs, serves are a mini crossdock operation.

Three of the 15 locations at our DC’s supporting less than truckload shipments and transshipping to final DC.


AVRE S i

== Fleet Optimization

With 26 additional drivers, cover 98.9% of all delivery dispatches

Projected AAFES Coverage AAFES vs Commercial

’g:\r:'fns = Adding driver capacity to cover 320
2 500 additional dispatches per month:
. = 98.9% AAFES overall
2,000 | i » . .
' N © ¢ & = 26 additional drivers will be needed
15002 [ E g 2 g % % 11 to cover the additional dispatches
1 ) 11 % = AAFES drivers provide a higher level
+0%0 of service to our customers
500 = |nstallation access
= In-Cab communication
JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC [ ] F|ex|b|||ty
= Supply Chain Visibility
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2007 based upon original study:

41 drivers (21 Waco/5 DDDC/15 WCDC over five years, 8 drivers each year)

Positions added to the manning document in Mar 08

Assets (Tractors/Trailers ordered)



Revalidation 2008 Fleet Optimization study:

26 drivers (12 Waco/2 DDDC/10 WCDC over four years, 7 drivers each year(

Positions will be added to the manning document Oct 08

Assets (Tractors/Trailers added in the CEP buys 2009)




@gmm Impact

o

Decrease transportation costs; increase service levels

Approved Recommendations

» |ncrease CONUS drivers 12%
= 26 additional drivers
= Personnel costs included in AAFES CPM
= Purchase 26 new tractors for additional drivers: $2.4M
= Atlanta DC may provide tractors instead of purchasing
= Depreciation included in cost-per-mile
= |ncreased fleet cost over project life: $14.6M
= Cost avoided over project life: $16.8M
= Total cost avoidance over project life: $2.2M

= Minimum expected ROI from new investment: 15.00%
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Revalidation of the Fleet Optimization Study performed end of Jul 08.  Based upon the data seven positions will be added to the manning document and assets (Tractors/trailers) will be purchased in the 2009 CEP purchase.  AAFES Fleet continues to operate at a lower cost than outside industry.






m

Planning for the Future

o

Project Implementation Strategy

How do we get there?

Atlanta DC Closure
= As Atlanta closes, some drivers and excess equipment from the terminal
can be repositioned

= Phase in new drivers over four years
= Add 25% of the total addition to the workforce each year
= Increase of $1.6M per year over project life
= Personnel cost, equipment and depreciation

= Perform Fleet Optimization Study annually
= Ensures the fleet’s direction matches LG’s network as it transforms
= Analytics completed
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Increase capacity 23% over the next four years.  Optimization study performed in 2007 estimated a $ 6.2 million savings. 



Atlanta Fleet Terminal will become a switch point as the ADC nears closure.

Network analysis indicates location should be in the Atlanta area.

Continuing to exploring government property space opportunities.

Have a commercial space in the event government space is not available



ADC Drivers volunteered TDY at Waco and West Coast locations will be returning back to home terminal mid Oct 08 in support of the fourth quarter.
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" TMS Economic Value & Benefits

v Proven savings of 10.7% on inbound freight costs
v Increased visibility of shipments
v’ Better vendor control
v Better carrier control
v" Real-time reporting capabilities
> Allows AAFES to see what vendor has and has not
released

= Po’s that have been released 48 hours or less

(i ~NTD =)



http://www.infor.com/

== Current TMS Statistics

v"Overall TMS savings since 2005 - $2.1 M

v"Over 2,300 vendor codes

v"Average 34,000 shipments per month through TMS
v"Average monthly savings for 2008 is $135,900

3 Army Air Force Exchange Service TMS System - Microsoft Internet Explorer provided by AA IE 6 SP1 Build 1.2
Fie Edt View Favortes Tools Helbp

Qos- @ [H B & Pswh Shorens @ 2-SFLEH B

i

5 | ] hittp: ftrus..safes. comfscripts WebObjscts. dlfShipper¥iew.woa 7017wl WIKOgDeCSMIndzb1 FBINGD/0.5.0

m—we—_w“mm Closs Pray Hext VendorBill of Lading ) -
r L
Edit Shipment
Save ) Cancel ) Cument Status: Tendered Last Action: Tender Confirmed

[FSend revision notifications.

=il ™ Matsan Integrated Logistics (Carrier)

Dotimics [ 4AFES (Shipper HQ)

e Shupmare [¥] AMERICAN TEXTILE COMPANY (Ship From

e Masterbill £Ship: From)

Search AAFES W COAST DC (WCDC) (Ship To)
KdrTiisGaton [J wepc W COAST DC (Mark Far)

AddregsKesner

Hansqe Coniery = AAFES-00000000001272 +o #:[0010906577

Msnage Rater
Rate Quote
Hew Quots
Saved Quotes
Dizcarded Quotes
Shipment Lists
To be Optimized 0043374730000 E2Y " [1059966 E2 ¥
Hanmel Oetol AMERICAN TEXTILE COMPANY AAFES W COAST DC (WCDC)
<prerEoreh 10 NORTH LINDEN STREET BLDG 550 700 E ROTH RD
Waiting Confirnation DUQUESNE, PA 15110 SHARPE ARMY DEPOT
Exhaustad Tanders FRENCH CAMP, CA 95231 US
Late Pickup Contact: Lisa Seybert
Lats Dalivary Email: LSEYBERT@AMERICANTEXTILE.COM
4 L Faw: 4129481003
Mastarbills
Hyltizlag Ordere bl To <= or
sy I ErX =" 1059968 Erx
Cotimizing WCDC W COAST DC
——— BLOG 550-A XDK/ILP
, Ssarch Rasults 700 E ROTH RD SHARPE ARMY DPT
FRENCH CAMP, Ca 95231 us
Purchase Orders ™ ~

& Local ntranet
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At the 149K monthly rate, ROI should be reached by November 2008




e

CONE—

Ses 1ransportation Management System

Savings per month through Optimization

$180,000 —
$160,000

/™ ////X/
$140,000 ~—

$120,000

$100,000 —

$80,000
n /

$60,000 ——3
$40,000 T ———— DR == R‘\A\("
$20,000 -W‘//

$0 H__._H—I-—H—I/._H

FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC JAN
——2005 Savings $3,715 $2,555 $3,804 $3,547 $5,208 $5,701 $7,734 $8,555 $7,179 $10,931 $10,176 $13,683
==#=2006 Savings | $18,326 $15,853 $20,307 $26,135 $55,463 $52,094 $54,497 $55,008 $50,591 $39,667 $27,409 $46,955
—&— 2007 Savings | $33,637 $36,669 $40,914 $37,527 $44,945 $61,271 $53,746 $61,817 $60,194 $84,984 $84,815 $99,351

——2008 Savings | $108,662 $101,710 $88,427 $154,080 $130,810 $156,361 $170,847 $176,308
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TMS results are positive, with transportation costs reductions increasing compared to last year.  As more vendors are added, the savings will increase further.  Goal is to have 1600 vendors on line by the end of the year (currently 1336). 


" === Import Program

v" June 2007- contracted
with APL Logistics as
sole provider

- Ocean transportation
= Consolidation

= Alr transportation

- Customs brokerage

Contract Savings Since Inception
$4.8M

APL

Logistics
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Value added services

PO management

Proactively contact vendor to insure they meet scheduled ship dates

Correct items/quantities are shipped

PO postponement

Utilize APLL assets to hold product or consolidate and ship when needed to prevent AAFES DC storage

Utilize APLL assets in the United States to hold product, consolidate and ship when needed to prevent DC storage



Labeling orders with UCC 128 barcodes in China to allow cross docking at AAFES DC

Deconsolidation services – taking orders from Asia, deconsolidate at APLL CONUS and distribute direct to stores




CN—-——

“«S= |Import Capabilities

IT Solutions: visibility, connectivity, monitoring, exception management, analytics

ol

Supplier & Vendor, Consolidation International Ocean/ Document Deconsolidation Domestic Warehousing Delivery to

Management Air Transportation Delivery Distribution Multi-Modal & DC'’s Point-of-Sale
Transportation

Origin Services/ Destination Services Warehouse/

Export Management Import Management D.C. Management

» Consolidation » Customs house brokerage * Facility design

« MCC » Deconsolidation « Store/Pick/Pack/Ship

* P.O. management * DC Bypass * Inspection/Configuration
» Vendor mgmt. * Local transportation * Cross docking

* Quality assurance » Packaging/Labeling
* Packaging/L.abeling International Domestic * VMI

* GOH . . * Kitting

« VM Freight Management @ Freight Management . Sequencing

* Carrier arrangements e Ocean LCL/FCL « Inter-modal transport * Light sub-assembly
« Documentation « Airfreight management « Truck and rail services « JIT pickup/deliver

 Dedicated contract carriage * Returns management
* Route design

* Carrier negotiations

* Freight payment/audit
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APL Logistics capabilities

At the origins, they can do packaging or labeling to our requirements, perform QA if needed

Manage the freight for us, use ocean on most shipments, but if expedites are required, change to air movement

They can provide deconsolidation services for us, freeing up DC space and resources.

They can also provide transportation services in CONUS to move product from a deconsolidation point direct to store if needed.

Finally, they can provide warehousing in CONUS if we need product held up prior to movement to the DC, and they can take care of the labeling or kitting (building rainbow pallets) if we need that service.




é Export Program GFY08

OIF
OEF

Guam/Kwaj
PR/Caribbean
Alaska

Hawaii |

Okinawa

Japan
Korea
EUR other
UK

Germany

0 2,000 4,000 6,000 8,000 10,000 12,000 14,000

A v’ 38,015 containers shipped worldwide.
v" 66% Direct booking

v 67" largest exporter in the U.S. (Journal of Commerce, May 2008)



http://www.transcom.mil/
http://www.sddc.army.mil/
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Routing-
Agaba

Pakistan
Civil Unrest

Region

Movement

Remarks

West Coast

Union Contract Negotiation

Gulf of Mexico

Hurricane ke

East Coast

Europe

EU Food Health Certificates

Pacific

Mediterranean

C[C]C |@[C |C | |C L |C

SWA Pakistan Unrest/ routing to Agaba/Qatar Customs delays

Alaska

Hawaii

Caribbean Increased container detention in Puerto Rico due to store closures.
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Jordan Routing

ol ok

5 A N '. - 5 - Y ’ e 4

TURKEY Harbor Gats.  SEsias A SAN ST A P
DDDC / GDC support Western
and Central Irag Camps
*Convoys are escorted through
a mix of military and Private
security
*Total containers shipped

through Jordan - 1732

*Agility operating Jordan tran-
ship point

*Average lead-time to West

Camps — 45 Days ,
*Average lead-time to Baghdad ‘{, I

A "(‘,‘— -

*Total shipments Baghdad - 959

*Total Cost Avoidance-$10.2 mil Agar

SAUL)
ARASD

Camps — 47 Days
*Total shipments West - 773

Al Muthannz’

KUWATINGILY

UNCLASSIFIED UWALT



- e by ¢ 5 '_,'r -DDDC / GDC support Northern i
Camps and Balad
f._‘ *GDC still sends trucks
£ overland
| ‘Convoys are escorted through
a mix of military and Private

¥ security

Euphrqtg_R - .
o ] :_‘ ga *Number containers through
€ L

8 Mersin — 447

*DAMCO operating Turkey
trans-ship point

*Current Lead-time to Northern
Camps — 46 days

*Total Cost avoidance —

$3.5 mil

SAUL)
ARA D

Al Muthannz’

KUWaTNSILY

UNCLASSIFIED HCUWAIT




~«5= Iraq Support Issues (via Jordan)

v“Inconsistent Lead time
> Feeder delays
> Re-routes (Port Skipping)

v"New Routing
= Four additional Days Transit
> Needed Consistency

v"Route Closures Through mid-October
> Estimate Openings One Day per Week
> Instructed Agility to have Loads Ready
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5= Afghanistan Support Issues

v Continuing Civil Unrest in
v’ Increasing Attacks on Sup
v"Salerno - Hot Spot

Pakistan

nly Lines

= Carriers are unable to consistently make deliveries
> Delayed Deliveries by up to 4-6 weeks

v Pilferage

= Significant Reductions for the Past 9 Months

= Continuing GPS Test

v Twenty Four Containers in Detention



~= Transportation Key POCSs
)

Alan French
Chief Transportation
Operations

214-312-3018
DSN 967-3018

-/

Rose Marie Brady Kent Altom Sven Bonander
Chief Transportation Routing, Negotiations
Fleet Operations Analysis Division & Compliance
214-312-3006 214-312-3309 214-312-2882
DSN 967-3006 DSN 967-3309 DSN 967-2882

N N

TN N N N Y Y
Danne Raborn

Brody Laws Shawn Revilla Jason Spencer Brandi Sills Denise Montes '

Eastern Region Western Region Freioht Payments Import Program TMS Manager Traffic Manager
Fleet Manager Fleet Manager 9 Y Manager 9

254-666-8406 bansesrer 214-312-3678 banssie 214-312-3786

DSN 967-3678 DSN 967-3786

757-888-2805
DSN 274-2805 DSN 556-8406



;E Leading the Way
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Presentation Notes
LG is leading the way to meet our customers needs through the use and management of transportation modes and full utilization of our distribution centers.  Serving our customers, wherever they are is our mission and insuring that supply chain costs are minimized while service is maximized is our goal.



Any questions????




Logistics Strategies Overview

Ed George
Director Plans and Technology
AAFES Logistics



e Evolution of
[ransportation




"

- AAFES Logistics Strategies

v" Strategic Plan for AAFES Logistics

Pursue cooperative efforts
Develop and/or recruit for future leadership
Integrate/upgrade Supply Chain technologies

Pursue strategic partnership opportunities with both internal and
external supply chain partners

Leverage the supply chain to regulate costs
Pursue Energy and Waste Stream Efficiency Initiatives

v ¥ VY

v v



=2
“A fundamental rule in technology says that whatever

can be done will be done”

Andrew Grove

Technology

Joe Mcdougal


Presenter
Presentation Notes
Ancient Chinese blessing “may you live in interesting times”

	The wish is that life is not “boring”

	All agree we live in challenging times and not boring.	



Technology is one of the fields that continually changes

	What was science fiction 20 years ago is science fact

	To remain competitive, we must embrace new technologies



Within Logistics, we look at technology as the enabler – how we get there. 
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5= Voice Technology Project

v" Project initiated to utilize voice technology
warehousing solutions within LG CONUS Dlstrlbutlon

Centers (DCs)

> Voice Technology Benefits:
O Lower cost per issue
O  Increased accuracy rates
O  Decrease in safety incidents
O  Decrease in training times
O Improvements to associate satisfaction

> Contract Award — Sept/Oct 08

O  Begin Implementation at Dan Daniel Distribution Center (DDDC)
O  Estimated 1st Quarter 09



Presenter
Presentation Notes
For the past 20 years, voice technology has become a part of our everyday lives — from banking transactions by telephone to voice-directed menus when calling the pharmacy to refill a prescription. It saves time. It’s convenient. And it reduces errors.



When the first voice technology solutions began to appear on the market in the 1980’s, the price tag was cost prohibitive for most companies, and many thought it was just he latest technology fad that wouldn’t last. …They were wrong. 



In a Tompkins Associates white paper from 2005,  it was reported that those  companies that had deployed voice technology realized significant bottom-line impacts such as:

 Productivity improvements of up to 35%.

Increased accuracy rates of up to 99.99%.

Decreased worker compensation claims.

Reduced training time by 50%.

Decreased employee turnover rates.



Voice-directed work is revolutionizing the way people do their jobs by allowing them to directly communicate with computer systems through voice rather than typing data into a keypad.  



Voice Project Status

Contract award in Sep/Oct 09 

First DC implementation in 1st Quarter 09




" =%= Transportation Management System

ey

v Add outbound shipment optimization functionality to

existing Transportation Management System (TMS)

> Benefits:
O  Reduce outbound freight costs from 5% to 10 %
O Increased utilization of AAFES fleet assets
O  Allow AAFES to incorporate outbound movement with inbound
freight movements
Provide visibility of shipments leaving the distribution centers to
customers
Reduction of empty miles driven by fleet
Development of metrics to measure cube utilization
Reduce fleet maintenance costs
Provide savings in fuel consumption/cost

> Implementation of TMS Outbound solution is dependent on
rollout/implementation of new WMS suite at CONUS DCs.

U

(I I Iy


Presenter
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In update from Mr Alan French earlier on our TMS, he indicated we have realized a savings of 10.7% as a result of inbound optimization.   



Based on this, we are now looking at “outbound” optimization of shipments from our DCs. 

Reduce outbound fright costs

Incorporate inbound and outbound movement

Reduce empty miles

Lower fuel consumption/cost

Provide additional visibility or status of shipments to customers



Project was approved by Project Review Group last week.

Will coincide with deployment of new WMS suite at first site in Apr 09



					


- Supply Chain Visibility

ey

v" Provide total visibility for re-sale items, supplies and
equipment moving within the supply chain; from vendor
ship point to final consignee

- System characteristics
O Centralize data from multi platform, legacy systems
O  Web-based application
O Reporting tools for customize reports
O  Link to others corporate systems

- Approaches

Q  Phase implementation
Internal corporate data — Completed
External partner interface — Designing

= On going due to transformation of supply chain applications


Presenter
Presentation Notes
Approx 2 years ago we started on a project to transform our limited in-transit visibility to supply chain visibility. 



We had lots of information that at fragmented and cumbersome for user research



Design web based application that provided screens identifying all information/data required fro visibility.  



Phased implementation – capture/provide internal corporate date completed. 



Our IT development folks now designing links that will allow us to incorporate external partner interfaces. These include small parcel carriers, Department of Defence entities, and other 3rd party providers. 



Also ongoing with AAFES internal transformation to include new WMS suite. 

					


WMS Project

v" Replace current end of life cycle legacy systems (WMS
and WLS).

> Functional Requirements:
0 A single system to control all warehouse operations
@ Uniform procedures for order control and fulfillment
0 Support ASN and RF technology throughout the enterprise
O Support discrete labor standards and productivity management
O Support yard management and appointment scheduling
O Support warehouse planning and layout for seasonal shifts in merchandise
demand

ey



Presenter
Presentation Notes
The WMS Project is the largest project we will be undertaking. 

Our Current warehouse management systems are antiquated and fragmented

Any enhancements would require extensive programming or a complete rewrite in an updated programming language

The WMS’ output is vital to AAFES’ daily logistics operations



In replacing these systems, LG is looking at industry best practices to ensure the replacement systems provide the company with the latest technology and efficiencies in supply chain management. Requirements include:



A single system real-time warehousing software solution that would eliminate the requirement to keep two different systems management operational in our production environment and would reduce the work required for Service Requests (SRs)s by one half.

Uniform procedures for order control and fulfillment will ensure operations are standardized and best practices are used throughout the company

The ability to integrate with Retek is critical. Integration will allow us to take advantage of the improvements that are being made to item control, sales information audit, planning and forecasting

Incorporate state-of-the-art add on modules for labor management, slotting and yard management












"WMS Project Benefits

v Increased personnel efficiency

= The automated processes within the WMS will result in
Increased efficiency lowering personnel cost to issues by 10%

v" Decrease inventory cycle time

= Automation will result in a reduction of 2 days in inventory
cycle time

v’ Increase capability and flow through

> Improved capability to handle multiple item types without
multiple CRC’s

2 Use of multi-level UPC'’s directly relates to store shelf selling
units



Presenter
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Benifits

Increased efficiencies of new WMS will lower cost to issue ratio by 10%

Expected operational cost reduction of $11.1M annually

Reduction of inventory cycle time by two days

Expected inventory carrying-cost reduction of $2.2M annually  

Increased capabilities will reduce warehousing processing times. 



Last month, AAFES announced the selection of Red Prairie as new WMS provider.

Red Prairie already conducted site survey at Waco DC (1st implementation site)

WMS project team currently attending product training class in Wisconsin

1st DC to implemented in 1st quarter of 09

Last DC implemented in mid 2011






What’s In The Logo
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This is the logo of our WMS Project team



Note that while Logistics is at the center or core of the project, the other AAFES directorates as well as our vendor partners are all pieces of the puzzle that must collaborate and work together to insure this project is brought in on time and within budget. 



Mr George Carpenter is the WMS Project director



 



http://h2.aafes.com/sites/8/IT-G/IT-GV/1/WMS/WMS Project Approved Logo/LG_Warehouse_Management_Project_Logo_Final.png

®:0ur choices at all levels—individual, community, corporate and
government—affect nature. And they affect us"

— David Suzuki, Suzuki Foundation

Sustainability

Laura Mendoza


Presenter
Presentation Notes
Transition

http://www.davidsuzuki.org/

e Ecological Sustainability

v" The Logistics Directorate is designing initiatives that will:
= Support environmentally sound business processes
= Deliver a balance between cost efficiency and customer service

v" Our initiatives are focused on:
= Increasing energy efficiency
= Decreasing use of water consumption
= Promoting the use of bio fuels whenever possible
= Reducing waste by capitalizing on recycling opportunities


Presenter
Presentation Notes
Pursue energy and waste stream efficiency initiatives, what this means is getting our supply chain green.

Our initiatives are focused on:

	Increasing energy efficiency

	Decreasing use of water consumption

	Promoting the use of bio fuels whenever possible

	Reducing waste by capitalizing on recycling opportunities

		Our processes will be designed to deliver a balance between cost efficiency and customer service.




S= Reduce Energy Consumption

AR

v" Improve energy efficiency by 3% for fiscal year 2008 within
guidance of EO 13423 & EISA 07

> Current
0 Higher efficiency battery chargers
0 Flat screen computer monitors
O WATTS utility data tracking

= Exploring
0 Solar Energy options
3 T-5 Fluorescent/LED lighting
0 Update conveyor software
2 Conduct Energy Management Audit
3 Building Automation System
2 Replace batteries with hydrogen fuel cells



Presenter
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Our initiative for 2008 is to improve our energy efficiency by 3 percent in our Distribution Centers.



We have already begun replacing T-5 Fluorescent lighting which offer up to 35,000 hours of life.



Through the life cycle process 

	We have purchased Higher efficiency battery chargers 

	Will use Flat screen computer monitors as replacements. 

	We have replaced Energy efficient HVAC & conveyor motors



We are also using the WATTS program to track our utility usage inclusive of water, electricity and natural gas.


E Reduce Water Consumption

v" Reduce water consumption by 2% for fiscal year 2008

= Exploring:
0 Waterless urinals
2 Low flow nozzles
2 Low flow toilet devices
2 Use of Automatic faucets
2 Lawn sprinkler usage reduction



Presenter
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In order to              



We are currently exploring the replacement of our urinals to waterless urinals.

A Waterless fixture saves up to 45,000 gallons of water and more per year per urinal and supports our intent for sustainability of our natural resources 



As well as working with our Real Estate team to develop a roll-out plan to change water faucets from high flow to low flow nozzles on all appropriate sinks.

	 

Changing from 4.5 gpm to 1.4 gpm, we estimate an average savings of  67,000 gallons a year per sink.



These improvements will be made via the unit normal life cycle process unless future cost analysis proves a positive ROI for a complete renovation.






““3 Fleet

v" Improve Fleet fuel utilization efficiency by 1% and reduce
petroleum by 2% in 2008

= Increase Fuel Efficiency
0 Bio Fuel vs. Diesel
3 Driver Training
0 Auxiliary Power Units
0 Automatic Tire Inflation Devices

= Future Initiatives
0 Aerodynamic Improvements
A Rolling Friction
0 Smartway Transportation Partnership

alternative-energy-news.info
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Our Fleet initiative for this fiscal year is to contribute 25% reduction to our carbon footprint. 



All our fleet is capable of using bio-fuels and we are maximizing this capability.



We focus a lot of effort on our driver training program to ensure that they are well educated on all of the small things they can do to maximize fuel efficiency, such as minimizing idling.

 

All our tractors have been upgraded with an auxiliary power unit (APU) to contribute to idling management. It allows the driver to run the APU to power heating and air conditioning systems It also provides power for battery charging while the main engine is shut off. 



We are currently collecting data to determine its contribution to our 25% reduction initiative. 



We have also installed automatic tire inflation devices which continuously maintain tire pressure to the proper level, ensuring optimal inflation. In addition to the safety benefits, proper tire inflation also extends tire life, increases fuel economy, improves braking performance, handling and speed rating. 



We also attempt to maximize the materials that are recyclable by recycling our used tires and batteries via supplier pick-up and disposal. 



We do have one major project in motion now. 

We are piloting a test on 10 of our 264 tractors with the OPS1 (oil purification system). The OPS-1 is a two stage on-board oil refining system installed in a bypass configuration to clean and refine oil without affecting the engine's full flow filtration system. It is compact, light weight and allows more time on the road and less time in the garage.



And we are looking towards the future as well. 

In an article by Smartway Transportation, they note that 13% of energy truck use is attributed to rolling resistance. Recent tests of wide-base tires indicate a potential

fuel economy improvement of 2 to 5 percent compared to equivalent dual tires. By using wide-base tires, a combination long-haul truck could save over 400 gallons of fuel per year and cut emissions of carbon dioxide (the most common greenhouse gas) by more than four metric tons annually. 



I know we cannot see a metric ton of CO2, in your mind visualize the volume of three school buses. Or approximately 525 square feet.

So we will be looking at purchasing our new trucks with these tires and will be exploring aerodynamic improvements such and bed-skirts.



We are also working with Smartway transportation and filling out the FLEET model to determine our future participation with the Smartway Transportation Partnership.








== Recycle

v Increase DC recycled waste by 25% for fiscal years 2008 —
2011

- Recycling Programs
0 Cardboard
0 Scrap Metal
Q Pallets
0 Office Paper
0 Plastic
Q Tires
0 Engine Oil (OPS1)
0 Batteries




TRADITION

JUST BECAUSE YOU’VE ALWAYS DONE IT THAT WAY
DOESN’T MEAN IT’S NOT INCREADIBLY STUPID

Collaboration
Morgan Meeks




~ === Collaboration Opportunities

v Pursue cooperative efforts with other DoD agencies
= Share single TMS with other services
= Offer consolidation service for export
= Offer van stuffing services for all services
= All services share volumes/negotiate rates
= All services utilize AAFES fleet
= Collaborate on resale buying with all services
- Consolidate import functions
= Distribution Center neutral replenishment
= Utilize Warehouse Ordering Web application
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The Logistics Business Plan outlines the specific initiatives that we will execute in support of our strategies.



Strategic Goal – Pursue cooperative efforts with other DoD agencies:



This starts with sharing the transportation management system (TMS) with other services.  LG has met with NEX and MCX and our software provider to go over any issues they have regarding the system.  Sharing the TMS will drive down development costs for other agencies and allow all participants to increase freight optimization and drive down costs.  NEX has bowed out of this initiative.



LG has already worked with NEX to offer consolidation services for export.  Currently we are using the same freeze/chill consolidator and sharing containers to shared destinations (Japan/Guam).  This reduces loading time, and increases container utilization.



Another area that LG is already working with NEX, is providing van stuffing out of our West Coast DC.  Vendor shipments for Japan and Guam are sent to the WCDC and then co-loaded with AAFES cargo for the same destination country.  Again, this reduces loading time and increases container utilization.



Using the total inbound volumes of our sister agencies can also be used in the negotiation of rates and tenders with carriers/providers.  By having a larger volume lower rates should be attainable to be shared by all.



The AAFES fleet is constantly on the move from our DCs to stores, and many times they are passing other agencies facilities.  We could reduce our empty miles and increase fleet utilization while providing delivery service to the other agencies.



While not completely logistics related, buying staffs could collaborate on their purchases of similar product, especially in imports, and perhaps drive down costs as volume increases.



We could easily allow other agencies to utilize our APLL contract services and improve container utilization and speed up the consolidation process.



Each of the agencies has their own network developed operating distribution facilities.  One of the cooperative efforts to work is utilizing all of these facilities as a single network regardless of the current “owner”.  By utilizing network optimization software, we can identity the optimum network and use the strengths of each agency to drive down supply chain costs and duplicate efforts.



AAFES IT has developed a warehouse ordering web application (WOW) that mechanizes the ordering process for non-AAFES customers.  The plan is to share the system with the other agencies to make ordering between non-traditional partners a mechanized process.




5= People Collaboration

v" Pursue strategic alliances with both internal and external
supply chain partners
= Place LG liaisons in SD
= Provide economic analysis to SD
= Work with SD to meet delivery dates ahead of competition
= Implement processes to reduce expedites
= Work upstream with Supplier’'s Logistics / Manufacturing
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Strategy – Pursue strategic alliances with both internal and external supply chain partners.

Our first part of the business plan has been put in place, with the placement of LG associates acting as liaisons for the Sales Directorate.  By having these people working with the buyers, we expect to get LG input further upstream in the buying and planning process to avoid having to expedite downstream.  They will provide training, tracking and analysis help direct to those that need it earlier in the process.    Our goal is to see increased GMROI from this action



With the addition of these associates to the Sales Directorate, we expect to increase the amount of economic analysis provided.  By arming our buyers with as much information regarding costs, net margins and pathing alternatives, we expect to improve net profit.



Using our liaisons, the LG customer service office and our transportation section, we are committed to getting product to our facilities ahead of the competition. This will not only improve customer service, but also lead to fewer markdowns.



All of these plans are geared to being more proactive, and drive down the need for expediting products to our stores.  Expediting not only drives up transportation costs but in terms of personnel costs, we spend a lot of effort making them happen.



We are working with select vendors and partners on identifying pain points and turning into opportunities. Key here is working with the transportation, warehousing, and manufacturing elements for downstream flow, eliminating disruptions.




Sales Directorate

AAFEE=

Hunter Cole

Vice President
PAR



Sales Directorate Responsibilities ...

v Selection/procurement of retail products

v" Replenishment of merchandise in AAFES Distribution
Centers and Stores

v" Aggressively pursuing new business initiatives

v ldentify, develop and launch food concepts and
personal/professional service activities

v Store/restaurant operating policies and procedures
v" Ensuring quality goods and services



REAL TIME 4
VISIBILITY

@ Main Store

Retail
Catalog @ * Increase visits per customer

— * Increase # of items per visit
Other Stores Internet * Increase $ sales per visit
\V/

W, /
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A key objective is having the ability to create demand and then being able to fulfill that demand. If we then look at this concept starting with the concept area of Merchandising:  



We know our customers, demand is achieved by having Merchandise:



The right products – improved planning of category assortments

In the right place – ability to group locations based on common characteristics to ensure presentation

At the right time – ability to forecast demand (spikes for seasonal items in certain locations) 

At the right price – how are we pricing products compared to our competitors.  

With the right quantity – allows for the proper amount of inventory to be on hand.



We are able to leverage the Supply Chain to Fulfill this Demand:



Accelerate speed to market

Maximize inventory turns

Minimize supply chain costs



SD’s plans and actions lead to meeting these objectives which ultimately enables us to perform better, which equates to overall increased customer satisfaction – making AAFES our “Customers First Choice” whether through Main Stores, Other Stores (MCSS, Shoppette, etc.), Catalog and Internet.  We can then focus on:



Increasing visits per customer

Increase # of items per visit

Increasing $ sales per visit






== PAR & LG Driving Success

AR

v'Collaboration is Key:
- S&OP - Sales and Operations Planning
—> Leverage Vendor Capabilities
v'Visibility for Decisions:
- Open to Buy

- CPFR - Collaborative Planning, Forecasting, and
Replenishment

v Efficiency of the Supply Chain:
—0n Time Deliveries
— Shorten Vendor Lead Times

— Better Distributions/ Better Allocations / Better Sales!!!!



inance .
@Touqtmg
Qverview

Presented by:
Mr Harold Lavender
Chief Financial Officer




'FY 2007 Revenue

(0

Total Revenue $8,748.5M |
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94%

17 October 2008

Finance Revenue
3%

/ Concession Income
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/
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1%

170

Food
7%

Vendlng
0%
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The profits from all of AAFES’ services go back to our customers in two major forms:



-- 62 % to the services paid as MWR/Services dividends; dividends to Marines and Navy are generated by internet sales and AAFES operations on Okinawa.

-- 38% earnings are used for capital improvement programs.



Calculations based on Active Air Force and Army (Excludes Army National Guard/Reserves)

FY 03 DIVIDEND PER CAPITA - $233

FY 04 DIVIDEND PER CAPITA - $242

FY 05 DIVIDEND PER CAPITA - $234

FY 06 DIVIDEND PER CAPITA - $232

FY 07 DIVIDEND PER CAPITA - $276




FY 07 Balance Sheet Ratios
Current Ratio "7 100% —ﬂ Liabilities/Assets “7

80%

60% -

40%

20% -

0% -

Sears Target ' Wal-Mart 'S&PRetaiI AAFES Sears Target Wal-Mart S&P Retail AAFES
s Capital Expenditure Kevy Points
s ] (% of sales) « Strong Balance Sheet
« Highly Liquid

6%

 Low Debt Levels
« S&P Credit Ratings
| o Corporate Credit: AA/Stable
. ' ' ' e Short-term: A-1+

Sears Target Wal-Mart S&P Retail AAFES

4%

2%
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| e
oS AAFES Worldwide Sales $8.3B

Pacific Region
$1.1B




_/—-—
o Shlftlng Sales (@ of worldwide sales)

Europe Region
CONUS Region 14%

Lt 14%
2t 16%
— 16%
59%

OEF/OIF
9%
8%
8%

3% 13%

8% .
3% 14%

2% ' 14%

2%

Pacific Region
13%

Direct Marketing

[ 2004 1 2005 [ 2006

*Percentages may not add due to rounding.



‘ Current vs. Projected Sales*

Factors affecting Sales

FY 07 « BRAC « 2008 Election Results
DIRECT MARKETING  « Restationing  * U-S. Economy
3% . OEF/OIF « Energy Costs
PACIFIC
13%
EUROPE . Projected FY 12*
14%
DIRECT MARKETING
3%\

PACIFIC
13%

CONTINGENCY

9% EUROPE

10%

* Projected Sales are assuming troops CONTINGENCY
are out of OEF/OIF by FY 2012 0%



‘Revenue/Earnings/Dividends

($in Millions) (YTD Aug)

FY 08 vs. FY 07

R Revenueis = 5%

Earnings are © 6%

Dividends are = 3%

Earnings

Dividends

$142 g8 $137

YTD Aug 08 AFPO8 YTD Aug 07  YTD Aug 08 AFP 08 YTD Aug 07 YTDAug08 AFP08 YTD Aug 07

Bl Revenue [] Earnings Bl Dividends




CONUS
Offut AFB*
FT Drum

FT Riley
Minot AFB
Little Rock AFB
FT Polk

Randolph AFB
Europe Charleston AFB

Ramstein AB

* Already Opened

Total Expenditure: $440.5M

Pacific
Andersen AFB
Eielson AFB
Kadena AB
FT Wainwright



s INVestments: IT

Major Systems

Intelligent Purchasing Analytics
Price Optimization

PZ Transformation

Voice Technology

Warehouse Management




Human Capital

Major Programs

Tuition Reimbursement (Degree Programs)
Executive Development Program/Continuing Education
Product Knowledge Training
Certificate Programs
Specialized and Job-Related Training
Leadership Assessment
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In 2008 AAFES has budgeted $9.1M in training costs (this does not include specialized training which is controlled by individual directorates).  

Retail industry average expenditure in training is $594 per associate.  

Our 2008 budget exceeds the industry average at $212 per associate. 



Full listing of programs

New Hire Orientation

Product Knowledge Training

Mandatory Training 

Web Based Tutorials

Formal Courses

Tuition Reimbursement (Degree Programs)

Certificate Programs

Specialized Training

Job Related Training

Executive Development Program

Executive Continuing Education

Leadership Assessments

DVDs and Video

e-Learning

Product Design/Development




'Dividends to Services FY 00 - FY 07

Totals (in millions)

Air Force Marines/Navy Total Dividend
$1,162.7 $662.0 $103.6 $1,928.4

Projected FY 08-12 Contribution
Over $1.3B
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