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AGILITY LOGISTICS

550+ offices

100+ countries

$6.8 hillion revenue (USD)
Over 32,000 employees
Top ten logistics provider
Publicly traded

6000+ owned vehicles and transport
assets

10 million square meters of
warehousing infrastructure

1,200,000 pallet positions
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Agenda

 Emerging Markets Growth
» Customs & Logistics Challenges
e Customs Solution Approaches

o Logistics & Transport Solutions
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Emerging Markets definition:  world less North America (USA,
Canada), Western Europe (France, Germany, UK, Italy, Spain,
Greece, Cyprus, Malta, Belgium, Portugal, Holland, Austria,
Switzerland, Sweden, Ireland, Finland, Norway, Iceland,
Denmark), Japan and Australia/ New Zealand.



Emerging markets are a clear strategic growth oppor  tunity

Western world markets are challenging World population ® -~
Patent expiry and margin erosion 43%

Generics and declining market
shares

Increasing costs of R&D

Rising regulatory constraints

India
Emerging markets offer attractive dynamics o 18%

Mexico

2% Turkey

Fast growing economies % ema
19%
Demographic changes - ~ /
Expansion of government China, India, Brazil, Russia,
healthcare coverage Mexico and Turkey represent 45%
of world population, but only
Increasing purchasing power of ~10% of world Rx drugs sales

growing middle class

L — (1) UN world population database and IMS Health
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Pharma-emerging markets are tomorrow’s growth drive s

Contribution to Pharma market growth (%)(")

China, Brazil, India, Russia, Turkey and
Mexico represent 12% of the dollar value
of today’s global pharma industry ($ 80
Bn.), but market dynamics have changed 80% 1

70% A
Growth contribution of emerging markets 60% -
Is projected to be 52% in 2009 and 70%
in 2013 (1)

100% -
90% - M Emerging Markets

1 Western Europe

50% - M North America

40% -

. . . 30% - 1 Japan
Growth in emerging Markets will more
than offset the diminishing US growth 20%
contribution 10% - M Australia-NZ
0% A
2005 2008  2013e
Agility ~ (1) IMS MIDAS and IMS market prognosis .
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Yet, Diversity of large markets limits scalability

) .
Growth driven by demographics and Total pharmaceutical spend by payer:

economical rise of the middle class

100% -
90% I I I I I
But product offering and pricing 80%1

strategies vary greatly based on market
specificities: 50%

structure of healthcare system

collective versus individual spend

public health priorities ﬂ%-w . . e e
T EFLESF o F S @

. . . = e T @ = & Q" T o
portfolio mix (generics v. branded RXx) "'*?ﬁ g TS TS f’ f N f'?ﬁf N

Ability and willingness to finance
M % Public % Other private Mm% Out of pocket
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Supply Chain Challenges restrain access to promisin g markets

Common Challenges

Under-developed public infrastructures i.e.
maintained roads or power supply

Volatile regulatory, tax and political environments
Enough qualified personal

Lack of temperature-controlled storage facilities
certified for pharma or healthcare products

Unpredictable delays for customs clearance

Lack of adequate distribution capabilities i.e.
reliable transport vehicles with skilled/trained
drivers
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Supply Chain Risk Exposure

Complexity of Customs regulations ___ and Logqistics infrastructure

require focused solutions to prevent business risks such as:

Border delays

Enforcement actions

Aggressive penalties

Missed production & delivery deadlines

Product return and salvage



Focusing on Challenging Growth Markets

Market Challenge
Brazil Expedited customs clearance
China Customs Classification & Valuation
Middle East Cold Chain & Transport solutions using
regional distribution hubs
Other Emerging Transportation Modal Shifts
Markets




Brazil

Expedited customs
clearance
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Impact of Customs clearance inefficiencies

Actual example:

Shipment of new line extension of existing Healthca

re product from US to Brazil

Worst possible environment in Brazil:
— Ongoing port strike caused initial delays

— New team members in customer Brazil
operations

— Commitment for early market launch
was made to customer by manufacturer

— Brazil customs decided to place more
scrutiny on healthcare shipments

Frustration and Wasted Resources!

Outcome:

Container in the port for > 4 weeks
before customs inspected it
Held another 3 weeks due to:

— Lack of correct documentation
(certification)

— Broker incorrect classification
Excess dwell time resulted in a
delayed launch of product:

— Customer lost opportunity and
revenue in Brazil

— Shipper exposed to returns
and/or salvages
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For Brazil — Investigate Blue line expedited clearan  ce option

» Simplified procedures for expedited customs clearan ce (Normative No. 476/04 ).
 Voluntary program, requires application
* Must maintain a high level of compliance — periodic r eviews by authorities

o Strict requirements for admission to the program in cluding exemplary internal
controls, minimum foreign trade activity, periodic internal audits, etc.
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What to consider with Blue Line solution

Invest the time up front

Clearly understand the business
parameters

Get all the necessary details from
consignee / customer

Set expectations right from the
beginning
— Call out risks

— Build a realistic and achievable
timeline

Involve all necessary parties (local
and abroad)

Brazilian team
Customs Broker
Legal
Regulatory

Certain limitations apply with Blue Line
solution

Blue line applicants cannot have
pending matters before the RFB

Shipper shall have a net worth of R$ 20
million or higher

Shipper shall have carried out 100
foreign transactions involving R$ 10
million in prior fiscal year

Inventory control system connected to
the accounting department that also
tracks product origin

Audit report that demonstrates inventory
control
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China

Customs Classification
and Valuation

How to deal with Chinese
authorities?
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China Customs scrutiny: Classification and Valuatio n

Classification

HS China changed 7758 tariffs in 2008
and 7868 tariffs in 2009

Inexperience or lack of understanding of
tariff or product creates complications

Vulnerabilities still exist due to corruption
or failure to follow established precedent

MNC'’s operating in free trade areas with
on-site customs are most vulnerable to:

Inconsistent Customs interpretation

Lack of perspective on importance
of accurate classification by agent

Customs tax revenue accounts for ~ 15% of
total government revenue

— Customs valuation is most effective
method to increase of duty-collection.

Customs valuation is carried out at the time
of import declaration by port customs or
through post-importation audits by Customs
auditors.

China Customs focuses on:
— Related party transactions
— Reference price vs. transactions price

— Royalty/license fee payments (during post-
importation audits)
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Ways to deal with customs authorities in China

Understand the issue |dentify the parties:
Local, provincial, or central agency?

Customs or other government agency?

What is the nature of the issue? e.g.
HS classification, import valuation? — CIQ (Commodity Inspection Bureau)
One-off or systemic issue? — SAFE (State Admin for Foreign
Is the government’s position reasonable? Exchange)
Does it comply with WCO norms? — Public Prosecutor’s Office

. _ — Ministry of Finance
What is your posture of the issue?

Proactive or reactive

Timeline (for company or customs) Assemble the right team in your company:
Local business contacts
: : : 5
WhaF 'S t“he magmt”u_de ofissue . ., Local “corporate” and HR contacts
Is it a “company” issue or an “industry _
issue? External advisors
Enlist of[her interested pa_rti_es, eg _ Be prepared for inquiry or audit
competitors, trade associations, special
zones

Understand the appeals process

Communicate proactively both internally
and externally
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Middle East

Cool chain challenges

Moving from order-ship
models to regional
distribution hubs
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Order-ship distribution models are costly and multi ply
temperature excursions risks (by # of shipments and lanes)

Typical problems met at destination airport :

Overheating on tarmac due to lengthy unloading proc
Security inspection requiring opening or X-ray scan

Poor temperature calibration of cross docks/ wareho

edures
of shipping systems

uses
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Improved supply chain visibility and quality manage

systems can mitigate risks

Solutions well crafted around product
stability and ambient profiles work.

However, pre transport data
monitoring/analysis is required to set up
each lane’s ambient profile.

Ambient profile monitoring require
external sensors outside shipments.
Data analysis will dictate:

Maximum transit time and MKT
(Mean Kinetic Temperature)
Packaging configuration (e.g.
passive /active)

Preventive/Corrective plans (e.g.

Re-icing)

ment

Quality Management Systems (QMS)
must be in place for

- Storage management systems
- Transportation management systems
- Environmental management systems

With proper training

And fluidity of communication.
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Yet, Regional Distribution Centers can further redu
and costs

Actual example:

Set up of a Healthcare regional distribution center in the UAE

ce risks

Emergence of UAE as a life sciences logistics hub f  or GCC,
Africa and Levant

Temperature controlled logistics centers
Available reefer trucks

Regional DCs provide a compelling alternative to ord er-ship
models:

Reduced number of flights
Shorter order fulfillment times

Cost Reductions on freight
Better handling of product seasonal
fluctuations

Greater degree of control on product quality
delivered to the customer
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Customer Case Study — UAE Regional DC for Middle Eas t

Current Client Operations 3PL Solution

Current Module: Drop Ship — direct to client Complete one-stop solution:
from UK, Sweden Freight Forwarding Inbound (Sea/Air)

Proposed Module: Dubai serve as central

hub for UAE and regional distribution Clearance & Delivery to UAE DC
Warehousing Temperature Needs: Warehousing Solution
95% on 15-25 ¢
5% Cool Chain (2-8c) Export Distribution to GCC/Middle East

customers (Air / Land / Sea)

Proposed Stock Holding in Distribution
Center:

4 months for 15-25 ¢ range
1 month for cool chain range

Documentation, Export Clearance

Temperature Controlled Zones

Customer catered to;
UAE: 40 hospitals IT Interface
GCC: 14 customers

Inventory Planning (available)
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Product Flows before DC setup
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Flows after DC setup

Int Distribution Center F
SKUs: 5 MarneLaVallee SKUs: 58 rance .
Units: 614 K Units: 2,884 K SKUs: 63
France Sl Units:1,537 K
|
UK Egypt Italy Germany
Units: 11 K Units: 766 K Units: 326 K Units: 890 K
| l
\ 4 \ 4 \ 4
Outbound Shipments: 380 SKU: 181
Pallets: 2500 Units imported: 6.8 M
Order Line: 5000 Value: 42.7 M EUR
Qatar Kuwait UAE Oman

Yemen Bahrain
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General solutions

Transport modal shift
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Air to Ocean freight solutions carry efficiencies

Attractive response
New generation of containers limit excursions
Sealed door to door solution guaranty security
Cost efficient

Carbon efficient

However applicable if and only if
Inventory positions support longer transit times

Reliable providers and processes are in place
to ensure quality requirements

e.g. loading/unloading procedures
(container is unplugged between yard and
vessel)
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Yet, Process Control Management need to be implemen  ted

Key Points:

Destination capabilities are reviewed to ensure shipment integrity
Accurate and complete commodity description

Correct temperature setting at outset reflects paperwork setting
Shipper and Consignee sign-offs

Carrier / Drayman / Yard process checks against Bill of Lading

Escalation points of contact with all parties
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Conclusion

To capture growth in emerging markets, leading comp anies
need to:

Recognize supply chain challenges to overcome

Learn of pragmatic Customs & Regulatory solutions

Further outsource elements of their supply chain to
focus on core competencies

Develop more flexible and cost efficient distributi on
networks
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Select 3PL companies for Outsourcing needs that hav

Deep local knowledge and wide geographic
coverage

Qualified Cold Chain, Distribution and
storage facilities

Have process expertise for temperature-
sensitive products

Investment Risk tolerance match yours

e.
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Thank you!
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