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Swire Cold Storage — Background

Part of the global Swire Group (which includes Cathay Pacific
and Swire Pacific). Swire has been operating in Australia
since 1855.

Warehouse network of 26 temperature controlled facilities
spans all major capital cities of Australia.

Swire Cold Storage offers
a range of transport and
distribution services under

the sub brands Frigmobile -

[

and Cold Chain Logistics.
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Background to the process engagement

“Swire Cold Storage” was formed in 2005 upon the
amalgamation of 3 Swire owned companies with 4 cultures.

— Frigmobile - Clelands
— Woodmasons
— South Australian Cold Stores

In August 2007, the Leadership Team at SCS identified the
need to improve business processes consistent with overall
strategy.

Started with Transport Order to
Cash.

It was very clear that the business
model needed significant
Improvement in order to compete.
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What process problems were already
evident?

De-centralised customer order taking
— Lack of role clarity in order taking
Orders not immediately captured within the Transport
Management System
— Orders taken using manual processes with variability across state.
— Orders not consistently entered into TMS
— System often updated later
Integrity of delivery documents
— Delivery paperwork missing, incomplete or contained incorrect information
— Unsigned P.O.D.s

— Customer contract inconsistencies - too many charging options
confused staff and customers, also not compatible with TMS.

Accurate invoicing
— Job management was difficult
— Incorrect invoices sent to the customer
— High number of credit notes raised
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Project Objectives

Objectively examine the “Order to Cash” process to understand
and guantify the issues, likely causes, and opportunities for
Improvement

Engage management and staff in understanding the issues and
their consequences for the business in anticipation of increased
transaction numbers

Develop a process improvement plan divided into stages
— Waves 1 & 2 low capital, process stabilisation actions.
— Wave 3 incorporate higher capital (e.g. systems) solutions

Involve management and staff in a rapid roll-out to encourage
commitment to the process

The changes needed to be implemented concurrent with the exit
of Coles .... This was an extreme challenge.
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Methodology — Process

A structured method (XeP3) selected for the study — engages
staff and produces quantifiable recommendations.

Understand real
processes

Engage staff

Produce clear

Staff generate action plans
improvement with

ideas accountability
and tracking
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quantified
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summaries

of key
opportunities

Measure and

harvest the
benefit
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Governance

Took a number of experienced staff from the business to
project manage the initiative.

Established a Steering Committee including relevant senior
managers to prioritise and show commitment from the top.

Steering Committee meetings chaired
by the CEO.

Established a brand for the initiative:
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Results — Opportunities for improvement

This analysis also includes some operational activities —
which were captured due to impact on the OTC process
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Noise levels were lower In early operational activi  ty,
but errors became amplified later in the process

1 # I
#
31% Noise 40% Noise 49% Noise 67% Noise
- Hands-offs in order collection, and order data entry  Tracking down documentation (e.g. POD’s)
- Potential for misapplied rates, or incorrect rates in * Follow-ups with customers on delivery status (e.qg.
the system due to unsigned POD'’s)
- Providing services before credit accounts established * Delay in return of POD’s from Subcontractors
- Stop credits not always communicated * TMS showing POD received but documentation not

supporting this
- Unannounced delivery of product to dock or backload
* Potential process bottlenecks with signoffs and

- Backloads not entered into TMS authorization for invoice release

- Changes throughout the day may mean that Load « Credit notes raised due to incorrect or manually
Lists do not reflect system applied Rates against Master file or job detalil

- Differences between documentation in Trip * Increased potential for errors or delay in error
Envelopes and details on TMS (e.g. quantities not correction due to time taken for efficient information
agreeing) flows between departments
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This analysis provided the basis
for the next steps

ldea/Solution Generation

Roll-out of “local stabilisation” solutions in early
Implementations

Conduct Task Restructuring to free up resources

Clarify the Roles and Responsibilities as part of Task
Restructuring

Commence standardisation on the basis of “better practice”
solutions identified during roll-out and early indicators of
performance improvement

WRITE the standard procedures.
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We used Bevington’s standard approach for
process stabilisation

Solution Quantification Prioritisation
Generation & Approval

Radical

T Planning

Behavioural

\ Strategic

~

Quic
Wins

Monitor Measure Implementation

< < «
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Six critical change imperatives emerged —
these were the changes we had to get right!

CURRENT STATE FUTURE STATE

Orders are incorrect

Loads not aligned with
the system

Jobs complete, but not
in the system

Incomplete delivery
paperwork from the
field

Inefficient work
practices

High degree of contract
variance
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All order details are complete

Load agrees with system and
paperwork

All jobs in the system; all jobs
reflects work done

Correct and complete paperwork
returned to the office

Standardised and streamlined
processes

Contract option clarity, and the
right people talking to customers
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100s of ideas were captured, then consolidated
Into initiatives aligned to the change imperatives
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Change Action
(High Level Plan)

2

Action Steps
(Low Level Plan)
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The Initiatives were expressed in a language
the teams could all understand

Centralised order taking
— Capture all required details for delivery and invoicing
— Ensure all orders are in the system

Correct delivery documents (outgoing)
— Ensure documents reflect load
— Ensure driver departs with required delivery documents

On-road updates
— Provide visiblility to transport supervisor (delivery status)
— Immediate notification of any delivery issues

Supervisor/Driver debriefs
— Ensure completeness of all delivery documents
— Ensure all delivery documents were signed (as required)
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It wasn’t easy to maintain momentum — we
did encounter challenges

Communicating the value of documented procedures for a high
transaction business with customer demands for information
accuracy

Staff reverting to old processes (compliance issues)

Overcoming some limiting beliefs as to what could be achieved

Understanding that process improvement is not an extra task in
an existing job — IT IS PART OF THE JOB

Developing appropriate & effective behavioural change indicators
— Getting the orders right

— All jobs in the system before the work is carried out

— Debriefing all drivers.

© Bevington Consulting Pty. Ltd. 19 BEVINGTONGROUP



Agenda

Swire Cold Storage — Background & Challenges

Project Objectives and Approach

Results

Implementation

Key Learnings & the Future

© Bevington Consulting Pty. Ltd. 20 BEVINGTONGROUP



Yet, in spite of the challenges, we achieved
the majority of our targeted OTC outcomes

Centralised order taking

— Working with customers to ensure they know what information is
required when placing an order

— Working with customer to ensure they are aware of lead times
— All orders are put into the system before the truck leaves.

Electronic load-listing

— “They said it couldn’t be done”
Driver debriefs
Reduction in credits

Very significant mindset and capability changes. Th e
workforce is more readily engaged in new initiative S.
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Standardised processes were rolled out
across the Transport business
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Order taking accuracy was dramatically
Improved across all states
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We went from zero driver debriefs to 96%
compliance
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We achieved a sustainable reduction in credit
note generation- key measure of service reliability
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Furthermore, this has provided essential
learnings for our ongoing journey

“Trust but verify”

Need for “Tough Love”

— Sympathetic to how people have been forced to work
In the past

— Recognise that most people come to work to do the
right thing

— However, need high level of determination on the way
forward

Ultimately, some staff didn’t get the “seriousness” of the
required transition, and we had to take some tough
decisions
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Furthermore, this has provided essential
learnings for our ongoing journey

Without leadership commitment then failure is inevitable
— The CEO MUST be sitting in on the meetings.
— The CEO chairs the change committee.

— The CEO is actively and frequently involved in the
detail of critical changes including health and safety

This may be seen as a “project” but actually it is a
JOURNEY. If treated as a project drift is inevitable.
Ongoing measurement and continuous improvement are
essential
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The Future

We have proven to ourselves that we can change
— This makes subsequent transformations easier
— We now have personnel trained in process improvement

SCS Is serious about being the “Supplier of First Choice”.
This process focus is a part of a journey which includes

— Building an offer that satisfies the customer need for national
consistency

— $200m in new facilities to build a truly nationally integrated
network

— Standardised processes to support an infrastructure that makes
SCS the “reliable” provider

— Working actively with customers to optimise their supply chain
not just providing discreet transport or warehouse services.
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