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Basis for Lanham’s Demand Planning Solution

» Forecasting (50% of the total solution)
» Replenishment (completes the solution)
= Visibility
— Out-of-the-box solution -- not a black box
solution
—You are in full control with visibility
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Forecasting & Replenishment
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Forecasting Concepts Applied

= Filtered usage

» Formula-based forecasting

= Customer collaborative forecasting
= Combined forecast
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Filtered Usage (Reoccurring Usage)

= Sales to customers

» Excluded from usage (marked on sales order)
» Adjustments

» Drop shipment usage (optional via setup)

» Redirect usage to another item

» Clone usage (by %)
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Best-Fit Formula
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Choose Best Formula

* Reforecast x Periods

« Establish Error %

« Establish Median Error %

» Choose Formula With
Lowest Median Error %

i
ummm LANHAM ASSOCIATES®
BEEE Supply Chain Excellence



Collaborative Forecasting Cont.
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Replenishment Tools

Vendor lead time calculation
Net time phased expected inventory
Vendor buying calendar

— Vendor review
Suggested order

— Purchasing decision
Warehouse transfers

— Surplus inventory
Purchase order

— Release purchase request
Posted suggested order

— Save criteria from purchasing decision
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Vendor Lead Time

» Vendor lead time by item, vendor, and warehouse
» User-defined average lead time calculation
— Use last X receipts from the last X periods
— Exclude the highest & lowest & average the
remaining
* Frozen lead time

— User-specified frozen lead time by item or
vendor
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Replenishment

= Decision 1
—Should | replenish?
= Decision 2
—How much to replenish?
= Decision 3
— Surplus inventory in another location?
= Decision 4
—Vendor targets met for this P/O?
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Procurement — Replenishment Models

= Min/Max
= Min/Max Days Supply
» Target Stock Level

» Lead Time Horizon (lead time + review cycle + safety
stock days)
— Reorder quantity is determined by expected
inventory on lead time horizon date (order
negative expected inventory quantity)

— Economic Order Quantity (EOQ) determines
reorder quantity
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Net Time Phased Expected Inventory

Additions to inventory:

Inventory on hand

Quantity on purchase orders

Quantity on transfers in

Quantity on customer returns

Quantity on planned production orders (finished goods)

Subtractions from inventory:

Quantity on sales order
Quantity on transfers out
Quantity on vendor returns
Quantity on service orders
Quantity on component lines
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Vendor Replenishment

» Lead Time Horizon calculation
— Lead time - days
—Review cycle - days
— Safety stock — days or dynamic safety stock

5 &
» Q
° ¥ &
2

& &) xO

Q Q S

> & EN)
e? & >
Today N & S

60 Days 7 Days 14 Days

—_—
Buying For 81 Days

i
ummm LANHAM ASSOCIATES®
BEEE Supply Chain Excellence



Lead Time Horizon
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Decision 3-Surplus & Excess Inventory

Lead Time Horizon calculation = Lead Time + Review Cycle +Safety Stock
Surplus = Lead Time Horizon + Pad + Surplus Days
Excess = Lead Time Horizon + Pad + Excess Days
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Procurement

= Decision 4
—Vendor targets
« Amount
* Net weight
« Gross weight
*Volume
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Result - The Suggested Order

» Recommended replenishment quantities
= Drill down to all information from suggested order
line
— Detailed forecast
— Historical usage patterns

— Formulas and data that caused recommended
replenishment

— Surplus inventory and where
— Time-phased expected inventory
— Order statistics

« Comparison to vendor targets
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Distribution Requirements Planning (DRP)

» DRP looks at the entire company and optimizes inventory
across all warehouses

— Rolls historical usage up based on replenishment path
— Forecast at each warehouse/item
— Compares time phased inventory to rolled up forecast
« Manages
—Vendor replenishment
—Hub and spoke
»Branch replenishment
—Inventory balancing
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Hub & Spoke Replenishment

Vendor 1 Vendor 2

i i
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L R J Vendor Replenishment — Based on Lead Time Horizon

Warehouse Replenishment — Based on Days Supply

Example:

WH 1, WH2 = Lead Time Horizon 90 Days

WH 3 = Lead Time Horizon 30 Days

WH 4, WH 5, WH6 = Min Days 14 Max Days 21
WH 9 — Min Days 10 Max Days 14

™ .
==== LANHAM ASSOCIATES: WH 7, WH 8 — Min Days 10 Max Days 14
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Suggested Transfer Per Replenishment Path

Allocation
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Inventory Balancing

Vendor 1 Vendor 2
Transfer 100 Transfer 100

Transfer 50

L Wi o J Example:

WH 1 has Need of 250
WH 2 has Surplus of 100
WH 3 has Surplus of 100
WH 7 has Surplus of 75
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Software Demonstration
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Thanks for Joining Us

Please Use the Code to Access Your Survey
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