Enporion Case Study: Spend Analysis

Innovative Analysis of Inventory and Spend Data by Enporion Allows Two Merging Companies
to Optimize MRO Strategy and Realize Merger Synergy  Savings.

The return in year 1 is forecast to be 5 times the  investment.

To coordinate MRO category strategy and spend acros s two ERP systems and four

Challenge business units' inventory and transaction data

A recently merged multi-national Fortune 500 company with e [ Ba=00 T2 L
two US subsidiaries and MRO category spend in four —=d :‘
different business units was attempting to develop a E s | AP
coordinated post-merger sourcing strategy. The relevant .
MRO inventory data resided in different ERP systems %
(PeopleSoft and Oracle) and included different defined fields e
and levels of detail in the data. MRO data was classified ———, |
under several different sub-category structures, and o e =
obtaining a consolidated report of the usage, item e
availability, and spend within each sub-category was
extremely difficult. The expectation following the merger was
that there would be a combined and coordinated category
sourcing strategy resulting in significant savings to the
merged company.

lllustration 1
For over 80,000 items in inventory, the client used tools such as Access and Excel to analyze the
information and made little progress in combining and sorting through the vast amounts of data. The delay
in completing this analysis was also postponing the realization of the anticipated benefits from the
coordinated sourcing strategy.
Although inventory data residing in ERP systems can be sorted, linked, and analyzed for procurement or
sourcing related efforts, many companies have admitted that it is difficult to get the right data fields
exported and fully analyzed for a strategic sourcing effort. Additionally, many companies do not have the
resources with the core competency to perform a detailed spend analysis. Other daunting challenges
faced by the client were different naming conventions and incomplete data records which required filling-
in gaps in information. The datasets also contained a large number of linked fields and manually linking
these fields was very resource intensive and difficult.

Approach Standardize inventory data, then analyze spend

Enporion took an innovative approach to address the client’'s challenges. The strategy was to standardize
all the inventory data first and create a new dataset within Enporion’s Spend Tool that combined all the
different data from different sources into a single dataset. Standardization efforts included extracting
manufacturer and part number detail from item descriptions, as well as matching fields from different data
sources that may have different names but contain the same data, etc. This single combined dataset
would keep intact all the existing relationships and their inherent characteristics while also displaying
unrelated/unique data within the same environment. Unique to Enporion’s solution is that users can pull
up different multi-dataset views concurrently for side-by-side comparisons. To this consolidated dataset,
Enporion developed a unifying category/sub-category structure for MRO and then imported spend data
from accounts payable to develop the usage and pricing information for the MRO category items.



Solution

Create a unified category structure and link invent

ory and payables d ata

A new “Sourcing Category” structure was implemented within the Spend Tool for the consolidated dataset
that linked and combined the various complete and incomplete category structures from the different
sources of data. The strategy of standardizing inventory data across the business units and linking to
actual spend data from the accounts payable system gave the client visibility of the items within a sub-
category being held at each of its business units, the spend associated with that sub-category, and the

prices paid to the suppliers by each business unit.

Enporion developed detailed category reports showing the
items, suppliers, and manufacturers mapped to each
category along with the prices paid and all the suppliers
providing the same item or material. Detailed reports and
analyses for identifying and pursuing savings opportunities
were developed including items provided by only one
manufacturer (sole-sourced) and items purchased directly
from the manufacturer. Enporion delivered a reporting
template to quickly leverage spend across the different
business units by automatically creating market baskets for
sub-categories of MRO spend. Armed with this information
and analysis, the client is currently pursuing their
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coordinated sourcing strategy for MRO across the
enterprise.

lllustration 2

End
Result

Harmonized dataset allows realization of merger syn

ergies

The result of Enporion’s work was a complete harmonization
of the different inventory and transaction data sources to give
the client a comprehensive dataset containing all their
procurement-related data in one place with all the fields
correctly linked, and spend mapped to a unified commaodity
structure.

Enporion’s analyses and reports are being used in the
development of the domestic and global sourcing strategy for
specific MRO categories and to generate the merger synergies
(both cost savings and process efficiencies) that were
envisioned for the merged companies’ MRO procurement
operations. The anticipated ROI for this effort based on the
savings in year one is expected to well exceed five times the
investment.
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Illustrations 1 , 2, and 3
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lllustration 1: Coordinating MRO category strategy and spend across two ERP systems and four business
units' inventory and transaction data.



Supplier and Category Table demonstrates suppliers that can provide iterms for multiple categories.

This type of report aids in making hetter sourcing decisions and contract negotiation.
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lllustration 2: Sample Supplier and Category Table demonstrates suppliers that can provide items for
multiple categories. This type of report aids in making better sourcing decisions and contract negotiation.



Sample Category Spend Profile Report

MRO Category Spend Profile
Total spending $234,306,645
Total transactions 170,609
#ltems 43,725
# Manufacturers 4.433
# Suppliers 760
MRO Subcategory split Spend
Industrial Supplies 526,537,330
Tools - Hand Tools 510,165,833
Janitorial 45,367,104
Chemicals 53,632,066
Batteries 52,667,000
Electrical Supplies 61,533,194
Fasteners 51,654,185
First Aid 51,233,116{
Tools - Pneumatic 5885, 764
Fire Protection SE95, 765
Displayed Subcategories account for 24% of spending
[Monthly split spend Transactions |
Jan-08 512,989,039 a.762
Feb-08 59,087,653 6,208
Mar-08 $11,347,652 9,765
Apr-08 48,396,163 7.326
May-08 510,524,587 9,476
Jun-08 59,137,835 6,298
Spend by Month
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Top Manufacturers Spend % of Total
Manufacturer 1 $16,525,796 ™
Manufactierer 2 55,269 883 2%
Manufacturer 3 52,982,540 1%
Manufacturer & S271.473 1%
Manufacturer 5 52,639,598 1%
Manufacturer 6 52,564,349 1%
Manufacturer 7 52,415,359 1%
Manufacturer 8 52,318,153 1%
Manufacturer 9 52,216,033 1%
Manufacturer 10 51,927,195 1%
Top Manufacturers account for 18% of spending

Top Items Spend % of Total
Item 1 55,166,758 %
Item 2 4,381 834 2%
Item 3 54,768 938 2%
Itemd %3.333.81 1%
item5 53,240,502 1%
Item 6 53,186,410 1%
ltem 7 52,947,549 1%
Item B 52,038,409 1%
Item 9 52,019,708 1%
Item 10 51,502,005 1%
Top items account for 14% of spending

Top Suppliers Spend % of Total
Supplier 1 521,534,386 9%
Supplier 2 521,096,726 9%
Supplier 3 516,708,963 i
Supplierd $10,220,848 4%
Supgplier 5 $8,345,921 4%
Supplier & 59,070,378 4%
Supplier 7 58,506,749 4%
Supplier & 56,825,042 3%
Supplier 9 55,291,947 %
Supplier 10 54,938,686 %

Top Suppliers account for 65% of spending

lllustration 3: Sample Category Spend Profile Report




