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SC21 Aim - Why are we here ?

“To design and construct Supply Chains to
accelerate the competitiveness of the aerospace
& defence industry and support the needs of the

21st Century.”

ACHA e
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Welcome and Purpose 5
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SC21 - Has it delivered improvement ?
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Levels of Intervention
Evolving the SC21 Programme

.....

Recognition
of SC21
Standard
achieved

The UK Aerospace Supply Chain
Competitiveness Chartes
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Welcome and Purpose
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SC21 — Improvement Modules - What Else ?
SupPPLY CHAIN @cips MANUFACTURING OPERATIONS

Identify the tools and skills required to enable
companies to review current methods and define
what skills, practices are required to deliver lower
levels of inventory, greater data clarity, higher
skilled employees and improved on-time delivery.

Reviews machine maintenance, operational
processes and supporting quality processes to
identify waste. Embed standard work, and lean
practices to drive cost and waste from manufacturing
and to improve right first time, on time, every time.

BUSINESS ETHICS

1[5\L ETHIEA A:::i:::‘". rocme

USINESSeies,
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EUROPEAN UNION GENERAL DATA PROTECTION

REGULATION (EU GDPR) S
hat the new
EU GDPR
feans in 1 nlnute
217.—:-»- ”‘"_'” Digitally Enabled
€20 mition (3 ?‘F; Supply Chain ?
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Growth in a Disruptive World

Huw Brown

Partner
KPMG

SC21 - Delivering Supply Chain Excellence
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Preparing for Brexit

Jeegar Kakkad

Chief Economist & Director of Policy
ADS Group
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BREXIT MEANS...???



A Brexit Rorshach Test: What do you see?




The UK’s position

A Global Britain

Redlines for the UK Government

= Discretionary control over
immigration

=  Discretionary control over law-
making

= No compulsory contributions to EU
budget

= Ability to negotiate own trade deals


http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwi9k8HZ24rSAhUFVRoKHSPHBA0QjRwIBw&url=http://www.ibtimes.co.uk/theresa-may-unveils-12-negotiating-objectives-uk-hard-brexit-speech-1601382&bvm=bv.146786187,d.ZGg&psig=AFQjCNGlXzzWCRYqKRiriSMV9YzkQTwXYg&ust=1486994325112553

The EU’s position

Council & Commission directives:

To protect the EU ‘Political Project’
» To guarantee UK financial obligations
= Legal certainty; rules and citizens

= To settle the ‘divorce’ before
discussing the ‘relationship’




Phased negotiations

15t phase (until late 2017):

» Divorce Bill

« Citizens'’ rights

» ‘Other Separation Issues’
— lrish Border

— Nuclear material (EURATOM)
— Auviation & Aerospace?

2"d phase (late 2017-late 20187?)
* Interim/Transition arrangements
* Future arrangements




ADS’ approach

= Positive, informed & constructive engagement
= Ensure Government sees us as a priority
= ADS have not lobbied through the press

= Mitigate risks for industry from the process of Brexit:

— Political: Targeting hard-line Brexit MPs
— Prioritisation: Work across sectors
— Capacity: Provide analysis for UK Civil Service




ADS’ priorities

= No deal is worst possible commercial and security outcome
= Bad deal is one that leads to regulatory & economic divergence

* ....but a good deal delivers:

- Transitional arrangements

- Access to and influence in EASA

- Burden-free access to European markets

- Access to and influence in EU space and R&D programmes.

- Access to skilled labour



Brexit Timetable

2017
19t June

17t July

28" August

18t September
24 September

oth October
December

2018
March
October

2019

Brexit negotiations begin

Queen’s Speech (including Great Repeal Bill incorporating EU legislation into
domestic law)

2"d Round of Brexit Negotiations

34 Round of Brexit Negotiations

4t Round of Brexit Negotiations
German elections

5t Round of Brexit Negotiations
Barnier wants ‘divorce’ talks completed by end-2017

UK needs transition deal agreed (eg airlines sell tickets 12 months in advance)
Barnier’s deadline to agree a deal

UK leaves EU at 23.00, 29t" March 2019




NO DEAL IS BAD NEWS



Exporting to the EU now

Make it

Check if you need a licence or to follow
special rules to export restricted goods from
the UK

Send it

="

0070

Your courier or freight forwarder will ask you
to complete a proforma invoice and attach to
the consignment.

Charge VAT if you'd do the same for
customers in the UK

Intrastat it

If you move goods anywhere within the EU
worth over £250,000 in the last calendar year,
make an Intrastat declaration.

You don’t need to do this if you're not
registered for VAT in the UK.



Exporting Post-Brexit: No Deal

No deal means... ...bad news at the border

More documentation requirements
More compliance checks

More security checks

100% guarantee on deferred duties
A hard border with long queues

« No customs cooperation

No regulatory cooperation
No recognition of UK AEO
No rules of origin agreement
No transition arrangements

OECD*:
Costs of trade procedures are
2%-15%

of the value of each transaction
(up to £1.3bn for UK aero exports to EU)

Source: Overcoming Border Bottlenecks: The costs and benefits of trade facilitation (2009)



Exporting Post-Brexit: No Deal

Get ready...

..make it...

...sendit...

...clear EU

...declare it...
customs

=

.Get an EORI #

N

.Find an AEO(C)
and/or AEO(S)
certified shipper

3. Identify
Commodity
Code for tax &
regulations

4. Check if you
need a
licence or to
follow special
rules to export
restricted goods

1.Fill out and attach
commercial invoice
(and licence if
needed) to
consignment

2.Courier or freight
forwarder makes
an official export
declaration to
HMRC

3.Shipper provides
detailed Electronic
Summary
Documentation
(ENS) to EU
Customs Authority
prior to arrival at 1%
EU customs
office/port

Road transport
1hr before arrival in 15t EU customs office

Rail
2hrs before arrival in 15t EU customs office

Air Transport (less than 4hrs)

Hr Actual departure

Air Transport (more than 4hrs)
4hrs before arrival in 1%t airport in EU

Bulk/Break bulk cargo
4hrs before arrival in 15t EU port

—

Containerised cargo
24hrs before loading on vessel

Arrival Notification

Present goods to Customs
(eg via a C1600 form & a manifest)

Declare goods for customs

via an electronic customs declaration, including:
« Commodity code

* Customs Procedure code

* General Valuation Statement

>

Goods either assigned approved treatment or put

in to temporary storage (up to 90 days)

«  Approved Treatment includes placing under a
Customs Procedure (eg release for free
circulation, transit, customs warehousing,
inward processing, etc...)

High risk of regulatory compliance, licencing &
security checks

Pay import charges



WHAT CAN COMPANIES DO?



Actions for companies - Workforce

Understand your workforce

What % of your UK-based workforce are citizens from the rest of the EU?
What % of your EU-based workforce are UK citizens?

Are any of these workers are in business critical roles?

Will their employment status change post-Brexit?

Engage with all such employees to address concerns they may have
about Brexit.



Actions for companies

Assess exposure to customs checks & delays at EU/UK border

Post-Brexit, customs checks (and so delays) are likely at EU/UK border (eg
Dover-Calais)

« How dependant are you on suppliers on the other side of the UK/EU
border? How about your suppliers’ suppliers?

« Do you have any contracts with customers or suppliers based on turn-
around time or just-in time delivery?

« Do you have any contracts with customers or suppliers with penalty clauses
for late delivery?



Actions for companies

Prepare for EU/UK customs compliance checks

Post-Brexit, moving goods across the EU/UK border will involve customs
compliance procedures that do not exist now and will only become clear after
negotiations are complete.

« Companies should check what customs compliance procedures they have in
place, for example to move goods from the UK to the US.

« Are these procedures (the IT systems, the people, etc...) scalable to handle all
your EU/UK transactions as well?

« If so, how long will it take to scale up?
« If not, how long will it take to put in place new procedures?



Actions for companies

Assess dependence on EU regulatory system

« Post-Brexit, the UK may not be covered by the European Aviation Safety
Agency (EASA).

« Companies should check whether they rely on EASA certification in their UK
business, as retaining EASA certification post-Brexit may not be possible.

« Talk to your customers and suppliers about the process that may need to
change if the regulatory environment changes.



Questions?
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SC21 Competitiveness & Growth (C&G)
Delivered through NMCL

Tuesday 11" July 2017

Dr. Chris Owen, CEO, SMMT IF

© Convriaht SMMT 2017 All riahts re<served



The Need

NMCL

Post-brexit loss of confidence by manufacturers [

« Forecasted manufacturing investments on the decline 121 3]
*  Closure of MAS and Business Growth Service (March 16)
* Deletion of AMSCI (November 15)

* Investment planning cycles typically years. We must react
now, restore faith and prevent irrecoverable decline

* Automotive, Aerospace and Rail sector growth must be
underpinned by a competitive domestic supply chain

+  “Match Fit” to capitalise on new export opportunities post-
Brexit

* Consistent, long-term roadmap for growth through
competitiveness

+ Simplified and quality assured support for manufacturers

Ref. 1 EEF Business Confidence Rankings 29t" July 16, Ref 2. Institute of Chartered Accountants 7t" September, Ref. 3 British Chambers of Commerce 12t" September



Cross sector opportunities

Automotive

The outlook remains strong >2m
vehicles assembled in UK p.a. in
2020.

£71.6bn industry turnover and
£19bn GVA [

Increase in UK domestic sourcing
36% to 44% (2

Willingness to source from UK
suppliers if competitive

Aerospace

33,070 new aircraft required in
next 20 years. Doubling of fleet
2016 to 2035 (3

£31.1bn industry turnover and
£10bn GVA

UK order backlog 9 years worth
£195bn

56% of companies expect growth
>10% 4

Rail

NTFL — 250 trains c. 2,500
carriages carriages c. £2.5bn. First
delivery 2022

JNAT - 27 trains, 170 cars,
Contract award Q3 2017

NTFD — c. 45 Trains, contract
award Q1 2018

HS2 — First phase, contract award
end 2019

Ref. 1 SMMT Industry facts, Ref 2. The upstream supply chain — Auto Council, Ref. 3 Airbus Global Outlook , Ref. 4 ADS Aerospace Industry Report 2016



What do we mean by competitiveness?
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Growth through competitiveness

Why do your
customers choose to
buy from you?

t

2 eig: 2
' é : § 3 What is the basis of

° PR competition of your

et St B company, for the

A >A products you make,
1 Al and the markets you
——t o serve?
' A—;—)E—A
A 5 How could I be “order
A : R winning?”

© Convriaht SMMT 2017 All riahts re<served



Building capability to compete

Company Capabilities
What areas of

t

company
capability do
you need to

Competitive Strategy &
Management Systems

 New Product Introduction &

develop to 2 tzigr 5
compete? 2 €5 &
S-SR - S
1 S ' (B : 1
Quality D A AL
] ' -
S BEOSE 5 A > A E
e = T - v
o ' ' A ,
e T s L "
L ot ] : : .
-2 | Flexibility : P A
g T IR 5 N ' ' :
£ Product & Techne ; LA
S — : ' + T %
Customer Experie ; P A > A
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Building the business case to improve

[g"rg 1. Company Competitiveness View

Y ¥V ¥V VYV YV

2. Company Capability Assessment

Programme Pack

= 3. Customer Competitiveness View ;
Tl Business case supported by

Competitive differentiation — Order winning
Detailed project plans — actions and timings
KPIl impact assessment

Risk planning

Financial impacts and assumptions
Investment plan

ROI, payback period, IRR or NPV (as relevant)

222} 4. Company Competitiveness Prioritisation

5. Company Revenue Profile

© Convriaht SMMT 2017 All riahts re<served



1. Company competitiveness view

Parity

LI

Advantage
Superior
Advantage
Superior

w0
G P
= £
=] =
= ©
@ o
=] -
i -
L] (o)

Quality

Quality . A
Cost A

Delivery ‘

Cost

Delivery

Flexibility A Flexibility

>

Technology & product

Competitive performance
Competitive performance

Technology & product A

> >

Customer experience | ; ¥ % Customer experience
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2. Company capability assessment

Area Theme

Vision and Strategy

Business Planning

Policy Deployment

Leadership, Culture, Values and Behaviours
People Capabilities and organisation structure
Quality Management System

Knowledge and Information Management
Financial management

Ethical performance & CSR

Competitive Strategy and
Management Systems

Product-phase out process

Product Portfolio management

NPI programme management

New Product Introduction and [Product cost and price management
Innovation Management APQP and PPAP (Quality management)

Product lifecycle value

Service innovation

People capabilities and organisational structure

Plant & Equipment

Operational Processes

Working Environment

Quality Management

People Capabilities and organisation structure

Energy, resource and material disposition

Manufacturing operations

Planning & Scheduling

Delivery Performance

Outbound Logistics

Inbound Logistics

Inventory Management

Plant layout and material flow

Supplier Management

Supplier Demand

Strategy and Risk Management

People Capabilities and organisation structure

Supply Chain Management

© Convriaht SMMT 2017 All riahts re<served



2. Company capability assessment

. 105 evidence based questions across the capability areas
. Questions marked as either F or P, identifying whether it is at Foundation or Progressive level.
. Foundation statements are those that should normally be in place in a stable organisation and should be a priority
for improvement if not in place.
. Progressive statements build on the Foundations, demonstrating higher levels of capability. It is clearly identified
against each Progressive statement which Foundations form the pre-requisites before they can be scored.
Pre-
Theme S'tlal}renrgz?t F/P Srtea(:z:zié?]t Statement Supporting Evidence Basis
Number
Ethical The organisation has appropriate procedures, Evidence that the organisation has considered legal and moral ethics issues and has implemented
performance & 35 F implemented, trained and adhered to ensure all policies and training to manage the risks associated. Areas covered may include bribery, data
CSR activities are ethical protection, conflicts of interest, corporate manslaughter, competition regulations etc.
Evidence that the organisation has understood it's relationship with the local and regional
Ethical The organisation recognises the importance of commur_witty in tte_rntw_s o_f future retcr?itthn_'\ent, disruption (noise, traffic etc.) etc. and has implemented
perfog‘r;al:ce & 36 P 35 ;O;it\?gggggt?,c;d\,?;gqnmal:-,nditit:zlaeg?,njnig ::anp'?c?;tece)fmorale ;F;T;;r::filoi aei(i“s/tlsleasc:rrc‘)ss: ?r?: L)rganilssa;tion of the part that can be played to support the local

community with community based activities incorporated as part of the strategy and personal
development objectives (e.g. schools outreach, community projects etc.).

© Convriaht SMMT 2017 All riahts re<served



2. Company capability assessment

[ o] -
(G —————— B
s -
e -

« 1 day preparation visit and 2 day assessment for typical SME

* Combines area visits and office based discussion

* Pragmatic approach — what does this mean in your context?

 0,1,3 point scoring : No evidence, basic evidence, complete evidence

* Progressive questions scored individually but not included in total if foundations
incomplete (42 foundation, 63 progressive)

« Scoring to a maximum of 315 points

© Convriaht SMMT 2017 All riahts re<served



3. Customer competitiveness view

Customer competitiveness
benchmarking S - e
Customera g I .
Py How competitive are ' v ode
A you VS. your peer ; N
-------- - l group? Where do you : ‘ 1

= need to be? i g iZigl
What capabilities Quality A : A i
must be developedto | —}— [E = ; ——
become more — g —
competitive? \ ¢ | PG { .
= ) ' . 4 0

Current Score out of 300 omer E ! AL > A

© Convriaht SMMT 2017 All riahts reserved



4. Company competitiveness prioritisation

1. Competitive strategy & managementsystems

Quality
2. New Productintroduction & Lifecycle Management
Cost
=
= B I K=
=
© Tier-one g
= ‘S Delivery
E Inbound 3. ManUfaCturing Outbound ‘g
g logistics oPerations logistics a_,.
= X Crg g Flexibility
w P P & -—
3 Sgase Sase er =
- o Productor
urrent
Products Technology
4. Supply Chain Management Customer

Experience

© Convriaht SMMT 2017 All riahts re<served



6. Programme pack - Inputs

Manufacturers internal
view of compaetitiveness

Competitive Strategy & Mgmt Systems

Flexibility

Technology & Product

Competitive Performance

CustomerExperience :

Business Capability Assessment

Manufacturing Operations

Supply Chain Management

Customer benchmark | g» \ g i §| ] \ \
viaw of compatitivenaess | g ! gl g
T S I TN i -
| | L 1
¥ Quality I A—PFAl |
R o5t = Initial NMCL Composite Point Score
Rl oivery T Tal
v & i § i Business Capability
ZE g Flaxibility + ‘JI + Competitiveness Benchmark
X Technology & Product | | A1
g Customer Experience : : :A—{’,A Total Initial NMCL Point

© Convriaht SMMT 2017 All riahts re<served




Post Activity Validation - NMCL score

hat business ow competitive Are you
capabilities do are you vs. your 4 winning more
you have? peer group? business?
L L
X points | + oints | + | z points
PC y pc¢ point

:

~Evidence based assessment of capability

NMCL

Customer competitiveness benchmarking

.
0 REEey
: L g VAT ,
L. assEesy
=2

Customer A

CuIstomer B 1 -
o €

customer C - L f‘ﬂ }‘ & '-" < >

I . = ‘ Y B -t\l. : :"

Revenue profiling — Growth & export

© Convrincht SMMT 2017 All riachts recerved




“Exactly the sort of
pragmatic support we need”

“The process has been
enlightening, we will happily share
our experiences with the other
pilot suppliers so we can all get
better together”

“It’s amazing that you can correctly find out
so much about the business in 2 days of
assessment”

“I have found this process to

be a great help, maintaining

objectivity and encouraging
the participation of all.”

Q&A

“If we look to improve our facilities
maintenance and uptime, we may be able to
avoid adding new equipment, and floor-
space as well as hit our volume increase
targets and improve productivity”

“Had some interesting perspectives which

helped to challenge the internal views.

. experience to relate to the Company’s

current situation and provide some very
relevant solutions.”

NMCL

“In 2 days, you have managed to
understand the issues in our business,
highlight our priorities and tell us things
that neither EFQM or SC21 has”

“We have realised during the two days we
are a design consultancy that makes things,
rather than a manufacturer that designs
things, we will look at how we measure the
value we add to our customers on this basis
as well as focusing on the manufacturing
side of our business”

“We must focus on improving our
New Product Introduction processes,
something that we didn’t really
understand how vital this is”

© Convriaht SMMT 2017 All riahts re<served
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Breakout sessions 1 & 2

SuPPLY CHAIN — CONFERENCE ROOM
* Colin Hart
ADS Group
Head of SC21
* Irshad Booly
BAE Systems - Maritime Naval Ships
Supplier Development Manager

EUROPEAN UNION GENERAL DATA PROTECTION
REGULATION (EU GDPR) — Roowm 1
* Neil Clarke
KPMG
Cyber Security and Data Privacy Lead,
Consulting South

MANUFACTURING OPERATIONS — RooM 2
« Andy Spence
SMMT Industry Forum
General Manager — Aerospace
« Tim Jones
National Physical Laboratory (NPL)
Services Development Leader

BUSINESS ETHICS — Roowm 3

« John Burbidge-King
Interchange Solutions
CEO

« Steven Pegg
Lockheed Martin Corporation
Senior Ethics Officer

SC21 - Delivering Supply Chain Excellence
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Lunch & Networking
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Questions to Panel

SC21 - Delivering Supply Chain Excellence



