Transcribed by Take Note®
www.takenote.co

File name: Supply Chain _ Effective Supplier Sourcing for Cost Avoidance.mp4
Moderator questionsin Bold, Respondents in Regular text.

KEY: Unableto decipher = (inaudible + timecode), Phonetic spelling (ph) + timecode), Missed word =
(mw + timecode), Talking over each other = (talking over each other + timecode).

Moderator: Good afternoon everyone, and welcome to today's webinar on effective supplier
sourcing for cost avoidance. My nameis Clive Stewart and | lead the Supply Change Resilience and
Development Team in Invest Northern Ireland. Thisisa free servicethat we offer to companiesto
help drive improvementsin their supply chain practices. | am joined today on the call by my
colleague Jimmy Moor e who will be presenting material and taking usthrough the presentation.
Thiswebinar ispart of the series of webinarsthat we have developed to cover key aspects of supply
chain management. Today's webinar will give you some insight into the effective supplier sourcing
and some useful tipson how to, to mitigate costs. We will also highlight how our supply chain
support can actually help you as we move forward. We will now go through the presentation and
there will be question and answer session afterwar ds.

Jmmy: Welcome to today's webinar on effective supplier sourcing. Supply chain support from Invest
Northern Ireland is provided by the Supply Chain Resilience and Devel opment Solutions Team, or
SCRDS for short. We are ateam of supply chain professionals, seconded from business and have
experience implementing supply chain improvement in awide range of industries. Our roleisto work
with businesses to analyse what they do, advise where is development is possible, provide mentoring and
support through projects to deliver tangible value and cost savings. We can aso provide financial support
for asupply chain role in your company to, to deliver supply chain improvement if the resource or skills
do not exist at present. Today |I'm going to be addressing how your company's approach to supply
sourcing can improve business performance. By the end of the webinar, you should know what to
consider before using these new suppliers, understand the steps involved, the associated risks and how to
mitigate for them. Gain a knowledge of the technical aspects of importing, and recognise the importance
of including supplier relationship management for new strategic suppliers.

So, what should you consider before you start looking for new suppliers? First, look at how you currently
purchase the parts or services that you want to source from anew supplier. This should include the
specifics of what you want to buy, and how you want to buy them. Thisis very important so you
understand the need for change and better gauge if your sourcing activity is successful after the fact.
Sourcing isadifficult and time-consuming process. If done well it can deliver great business results. But,
if executed poorly, it can lead to unacceptable quality, excess inventory and damaged customer relations.
It's vital then that you understand the appropriate level of preparation that's required to ensure success.
Thiswill usually involve answering some key questions before you proceed to any searching or making
contact with potential new suppliers. As with most processes, it's about the what, when, who and how
before you consider going to execution. It follows then that you should have a good understanding of
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what is driving you to look for new suppliers or outsource, if you're acompany producing the products.
Make sure you know whether cost is the driving change, or are there other considerations. Like, the need
for additional capacity, improvement of service or areduction in lead time that will provide a competitive
advantage. If you're clear on what you need to achieve thiswill lead to better downstream decision-
making. A lot of outsourcing activity is poorly rated to add to the fact that companies, (inaudible 04.33)
unclear expectations and poor planning.

A further issue to consider is the additional time and potential extra cost associated with outsourcing, or a
change of supplier. Integrating a new supplier will take up alot of your purchasing team'stime. If you're
expectations of service or quality have been unrealistic thiswill also need to be managed. There could
also be hidden costs and unexpected risks. One way to ensure you have arealistic view isto adopt the
total cost approach. Aswell as the purchase cost you consider what other direct and indirect costs there
will be associated with the outsourcing or a new supplier activity. This takes some time, but when
executed well it leads to better decision-making and results meeting expectations. Finally, if you're
considering moving supply internationally there are a further set of risks and costs to consider. Until
fairly recently the collective view was that these risks were small and at worst, manageable. Many
companies have now switched their view of international sourcing and re-shoring isincreasing in most
western economies.

Once you have considered the risks and costs of changing suppliers or outsourcing, and decided that it is
necessary, it isimportant that you are thorough in your approach. The steps you should include are clearly
identify your requirements, define and document the scope of your requirement, carry out a search for
new suppliers, create arequest for quotation document, and finally carry out audits and evaluate potential
new partners. When identifying your requirements a good approach isto put yourself in the place of a
potential new supplier. Always consider what information they will need if they areto deliver to the
standard you require. Take time to provide sufficient detail as usually, you'll only get what you ask for.
Thisisalso agood time to identify standards that any new supplier will need to have. So any that are non-
compliant can be excluded at an early stage. Once you know what you need, it is good practice to include
thisin the scoping document. It gives you the chance to elaborate on the standards and specifications you
require. The level of detail can be tailored to your needs, assume again that if something is not included in
the scope you will have to pay extrafor it further down the line.

Now that the scoping document isin place, you can start to search for new suppliers. Thisis often the step
that companies find most difficult as they don't know where to look and they are not confident about
reaching out to potential new partners. It is true that starting this process for the first time can be
daunting, but like most new things we do it becomes easier the more often you do it. The rule of thumb is
to make it as easy as you can when you first do it. If possible use your networks and trusted agenciesto
provide recommendations as these will hold the least risk. If that doesn't provide any leads, carry out
some targeted research maybe through trade associations, directories, exhibitions and the trade press.
Finally, you can ask for support from government agencies like ourselves, and membership organisations.
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Thisis particularly relevant if you're looking to source internationally as they may have in-country
contacts. Once you have alist of potential new suppliers begin analysing whether they operate at the
standard you require. Carter provides a good model of what qualities a supplier should be able to display
tidily categorised into ten Cs. This provides a good framework for gauging whether individual suppliers
are worth further consideration as well as ameansto rank alist of potential suitors.

Although not necessary, providing an RFQ document is a good way to set out your stall in terms of
standards and professionalism and creates an expectation in the mind of new suppliers. It works alongside
the scoping document, and should include any clauses, such as, non-disclosure agreements and time
limits. Another bit of good practice at this stage, is to include a questionnaire where the candidates can
demonstrate how they can ensure standards of delivery and quality. The response to the RFQ, can give
you some insights into the quality of the respondee. RFQ and tender responses are a shop window for
new suppliers, so, if you find errors, misquotations or missing information, it may well be an indicator of
the level of service you will receiveif you start to do business with this supplier. Now you should be able
to begin selecting your new supplier. If possible avisit to their factory or premisesis advised. When there
you can seek evidence for the standards they claim to have. These should include how they'd ensure your
quality of delivery through quality systems, training documentation, planning systems, and their supply
change management processes. Y ou should also work to get behind the sales speak and find out who the
company really are. You are looking to establish new partnerships and thiswill be easier if their
approach, culture and philosophy fits with your own. It's also good to understand what makes them
successful and how they differentiate themselves. If you are considering along list of suppliersit is useful
to use a sourcing scorecard, this can be used to compare and rank contenders and also to involve other
stakeholders in your organisation where appropriate. Finally, before making a decision, seek referrals and
recommendations.

Now that you've completed the process to selection potential new suppliers you should identify the risks
(inaudible 12.08). In today's business environment, where we're all looking to de-risk our supply chains, it
isimportant that you take the opportunity to properly consider the risk involved with any new suppliers
so thisis done upfront. As already described in the selection process, traditionally thisincludes reviewing
your capability to deliver on time, provide excellent quality, and have predictable costs. Now, it is
prudent to consider other areas, namely how resilient they are to unplanned changes, how quickly they
can respond if they need to change, and what their approach isto ensure their own supply chains are
sustainable. This takes yet more time and effort in an already difficult process. Although it is necessary
and will avoid business disruption in the future. How do you do that? A good way of identifying risksis
looking at how vulnerable a supplier is to unexpected events. The greater the vulnerability the bigger the
risk. These vulnerabilities can be easily categorised. This slide shows the main things to consider and
could be used in your sourcing processin the form of an audit or questionnaire. Sustainability isan area
that continues to be overlooked, but will become more of a competitive factor in the short and medium
term. Aswith other parts of this process a defined approach can be used to ensure you're embedding
appropriate levels of sustainability in how you select your new supplier.
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Although not appropriate for all sourcing exercises, you should always consider whether you need to
protect your interests with service-level agreements and contracts. As a minimum, a non-compete clause
should be included upfront. If you have intellectual property or unique selling points that you need-, that
need to be protected, you should definitely include a contract. If, for example, delivery isacritical and
strategic issue for you, an SLA isagood way to make this clear and inform the supplier of the
consequences of non-compliance. These can be detailed or simple documents depending on the
relationship you plan to have with your supplier. Another way to protect your interestsis by introducing a
governance process. As with the contracts and SLAS, you can decide on the levels of detail you want to
include, but at the minimum, it should contain delivery, quality and cost, cost performance data and be
reviewed regularly, at least once every three months. Finally, when you have selected your new supplier,
and the parameters of the new relationship are documented, you should take the opportunity to set up
periodic reviews. This provides aforum for you and your new partner to have open, but organised
discussion around how the relationship is progressing and what you can both do to increase your
competitiveness and thus increase sales. Taking this relationship-focused approach with strategic
suppliers, from the outset, is alot easier than trying to implement it at alater stage.

There are aso some technical knowledge that you need to acquire if you are planning to start importing.
These are Incoterms and tariffs. Incoterms are selling terms which confirm where cost and liability lie
when receiving or shipping internationally. Each Incoterm states when the seller's risks and costs are
transferred to the buyer. It is very important you understand these before you place a PO with an
international supplier. The other areais around tariffs, each product you import has a commodity code.
And this, along with the details of the country you are importing from will determine how much tariff has
to be paid when importing. The gov.uk website has a handy service that provides this information and can
help identify your commodity code. Tariffs can also be volume or timing (inaudible 16.49) such as anti-
dumping measures which governments apply to protect their own internal (inaudible 16.53). This can also
be established through the government website. So, what are the next steps? If you feel thisisan area
where you need a help, agood starting point is to fill in our supply chain checklist. It covers many of the
areas discussed today, and provides a framework for initial conversation with one of our team. Then, feel
free to get in touch with us at supplychainquery @investni.com. We will make contact and set up a quick
call to discuss the problems you are experiencing and take it from there. Thank you for your time this
morning, | hope it has helped. I look forward to hearing from you soon.

Moderator: Okay, thank you, so, Jimmy, | guess, we've got some questions starting to come
through in terms of stuff, asyou can imagine, | guess, quite a-, quite an interesting topic and-, for
many people. Thefirst onethat has come up is, "With today's cost pressures, should | not just look
for the supplier with the cheapest price?'

Jmmy: Yes, | canimagine for alot of manufacturers and suppliers or people today doing business, it's
very tempting to do that, Clive. A lot of people are seeing prices going up and up and up and with no
chance of them going down and not even a decent explanation, alot of the time, you know, asto why it's
gone up. And for alot of peopleif you're pushed into the corner it seems like your only option and maybe
for some peopleitis. What I'd say is, like, | would refer back one of the slides we had there about the
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total cost of the acquisition, you always have to be very careful about that, first of al. So, it might well be
that it looks cheap on a price level, but then, when you take into consideration how much stock you have
to hold, what's the cost from a warehousing point of view, the risks of obsolescence, the cost starts going
up. Also, as we know, you know, if it's cheaper, maybe you should ask some questions about, you know,
isthe quality as good as you would get from somebody who's a bit more expensive and are they capable
of delivering on time? Do they have very long lead times and very large reorder quantities to get this
cheap price? Again, those will have impacts to your cost base and what you have do, especially your cash.
And then there's the element of the cost of transport, alot of these people would want to, basically, get
you to take the responsibility for the transport and al so the risks of the changes of that (inaudible 19.38).
And finally, | would say, just the management of, you know, dealing with, you know, high volume,
cheaper suppliers, if it goes well it's really good, you know, there's no doubt about it. But if it doesn't then
the amount of (inaudible 19.52) I've spent on processes, processing and fixing problems and the
communication time of your own people to do that is quite large.

So, | would say, if you can, go through the exercise, you know, if you get agood price, like, you should
definitely consider it. And you should go, and, like, as we said, go and do an audit, you know, find out if
their quality isgood, if their delivery systems are good. And you should definitely consider them, you
know, at the very least, just to push back on your common supplier and create a negotiation environment.
A, alot of suppliers have got used to continual uplift so &, your incumbents are, are probably in the
situation where, you know, thisis-, alot of commodities, the prices are now going-, now going down, so
you should definitely keep yourself aware of that. It might well be that there are opportunities there for
you to reduce your costs and your prices will be going down. So | would say definitely consider it, seeif
the prices are there, but then just be careful because you can get caught out.

Moderator: Yeah, noand | think it'sthat-, it'sthat wholeidea, your original bit, actually, what are
you getting for the-, for the-, are you getting value for money? And that total cost of ownership is
really important that, you know, you've got a supplier that can deliver the performancein a
competitive manner. The next question that's camelongis, '"How do | find good suppliers?'

Jmmy: Again, | think-, | think we went through-, yeah we did, we went that, that, that process within part
of the webinar. It'sredlly-, it's aresearch exercise when it comesto it. If you've got a good network and
you know people who know alot of other people, then they (inaudible 21.34) people, that's how they deal
with things by chain along thisisland, anyway. And, you know, it's use that network, first of al, that's the
easiest thing. If you find somebody close, it's dways easier. It's always easiest from the point of view of
bringing them on board, and it's easy from the point of view of management. And for local supply you
can also, you know, if you don't have contacts or peers or whatever that can give private information,
there are local agencies, you know, we, we can provide some support. There are stipulations as to what
support we can provide but, you know, we can certainly ask the question, and there are trade associations
and | know the local councils are very keen to be people that are promoting local business aswell. So a
lot of, you know, companies and a lot of suppliers are on with them. Y ou need to try and sure up, boost
your trade. If you can't get local then it's a case of researching the markets and setting about this research
exercise takes time so you have to set the time aside to do it. Just speaking from my own point of view,
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personally | would also have started with-, well, start at the high level, you know, what am | buying?So
whereisit made? Y ou know, first of al, like, so, who makes the most of it? And try and get some macro
information about, you know, that type of thing by country, where's these materials-, where are these
materials made?

Y ou know, just divide down a big country and then find out, you know, how it's sold. There are alot of
commodities which see you deal directly with suppliers but there's, there's other ends, like, you know, |
know that technically make up of electronics (ph 23.00) is very difficult because alot of the
manufacturers don't have to sell, they're just selling to agents and to wholesalers and that creates some
difficulties.

Moderator: Yes.

Jmmy: And then once you've got alist of countries, you basically do the research from within the
countries, just Google searches. Again, there, there are in-country agencies you can use, Invest Northern
Ireland can help to a certain extent, again, ask the question and we can tell you the stipulations. And there
are trade associations out in each of those countries who are trying to sell to the likes of yourselves, so |
would try and find out who they are and get in contact with them. There's research databases you can use
like Compass (ph 23.37) to try and find out by, by, by country. Again, it's something that we can help
with if you need it. And also agood one is standard organisations, so, like, if somebody belongsto it, you
know, if they can give you alist of companies that produce what you want and, and follow those
standards in-, that's a good starting point because you know the people that are concerned about their
quality and how they can deliver. And then &, follow the process as we stated in the webinar. Y ou know,
contact and start going through RFQs and (mw 24.05) standards and how they deal with the (mw 24.07).

Moderator: Yeah, and | think, you know, that'sreally important. | suppose there are a couple of
thingsthere spring to mind as well, Jimmy, is, our Business Information Center, again, has access
to beable-, you know, companies can access that and give somereports and things, rather than it
might support stuff (sic). But areally important part of what you're emphasising thereisthe need
to do duediligence and actually, you know, make sureyou're assessing and looking at therisksthat
are associated with, you know, wherever you're sourcing from and the supplier. That'sreally
important.

Jmmy: Yeah.

Moderator: The next question that's coming in at the minuteis, "What would you say the biggest
issues facing the supply chain are at the moment?' A lot.
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Jmmy: A lot, it's, if you had to ask me ayear ago, there were even more, | would have said, so there's
actually-, depending on what business you're in, you know, it depends what you're doing, what you're
trying to buy. But alot of the commaodities which make up what we do here in Northern Ireland, the
prices have gone down, the supply has got better, mostly around, you know, the manufacturing capability
in most of the major manufacturing countries has went back, more or less, to normal. In fact, alot of
predictions are that there's going to be a bit of a, | don't know, deflationary pressures now on companies
that are not going to be able to charge enough and they're not going to-, so you're going to have all the
problems associated with that, especially for supply from China. | think, without a doubt, you know the-,
what was causing us the problems is the instability and not knowing what's going to happen. If people
know what's going to happen, then they're able to plan for it and they're able to do-, put actionsin place
accordingly. And | think the main thing at the minute is still what's happening between Ukraine and
Russia, you know, what's going to happen there. It looks like China and the US are starting to talk to each
other. | think they've probably learnt from what has happened there to say, "Well okay, we need to not
follow and make the same mistakes because everybody has suffered,’ you know, economies have suffered
as aresult of what's happened there. And | think social (mw 26.01), you know, we've all seen in ourselves
in our-, in our weekly shop. Y ou know, the amount of -, the cost that's increased for food productsis
huge.

But that said, soit's, kind of, amixed bag. So at the minute, the norma commaodities, you know, steel,
metals, chemicals mostly are on their way down, and in, in large supply, whereas, you know, the things,
the foodstuff that come from Central and Eastern Europe, and into Russia, are still a problem.

Moderator: Yeah. | suppose, and | think, you know, you're absolutely right, when | look at this,
Jimmy, | think the, thethings| seeis, you know, that geopolitical situation has caused a lot of stuff
and if we go back a little bit before that, you had the, the challenges linked with the EU exit and
COVID and the vulnerabilities that that identified with companiesin the supply chain, you know,
wher e facilities suddenly had to close et cetera, or regionsclosed, and | think that then leadsinto,
you know, do peoplereally understand therisk in their own supply chain? That'svitally important,
that, that companies do the due diligence around under standing their risk, how they can mitigate
against that, how they can build resilienceinto their, you know, into their supply chain. And of
cour se, you know, the other huge challenge, which you mentioned, is changesin prices, you know,
we've got, you know, been significant increasesin input costs or particularly energy costs recently,
so, you know, again that drives a huge challenge with companies. And | suppose we'll talk a little
bit later but, you know, again, these ar e things wher e, you know, we've worked with many
companiesin trying to help them under stand those ar eas and how they could actually do things
mor e competitively and mor e effective, you know, as part of the support that, that we've provided.
That, sort of, leadsinto the next question that's come through aswell, is, you know, it talks about,
you know, the current challenges between, you know, UK, US, China et cetera over microchips, you
know, isit risky to have, you know, linkswith, you know, a particular supplier in China or
whatever, you know, in the short-medium term and | suppose there's been alot of stuff going on
around, you know, microchips and components where you'll see facilities generally getting set up,
you know, in Europe, in North America.
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It probably just builds on what we've talked about in terms of looking and assessing the risk where
you're bringing from, if you're buying from one particular sole source or one particular region, you
need to be considering what the potential back up optionswould be and, | don't know, what else,
Jimmy, would you add to that?

Jmmy: I've done a bit of research on this, it's, it's something | have a bit of background in and | can say
that it's going to be another two to three years before there's any significant amount of capacity comes out
of either Europe or US on microchips, so | would say the answer-, the answer to the question, straight,
yes, thereisrisk, but we are still very much over abarrel. So, like, they have al the cards and they know
it. So, again it depends on what you're buying. They can-, alot of-, for microchipsin particular, you
know, if it's something that's complex and-, alot of the high value server stuff is still managed by
American and European companies, whereas, (mw 29.19) if you're talking about simple controllers and
that type of thing for stuff that moves or your controllers for temperature gauges, that type of thing, the
vast majority of that is still manufactured in China and, you know, Taiwan is, isthe other place, like, so
the risk associated with that. So 1'd say thereis still significant risk, but | wouldn't hold out there being
any other solutions in the next two to three years.

Moderator: Yeah. No, it'sa-, it'sa hugeonethat |-, | think it'sreally important that companies
under stand that and explore all possible possibilitiesto, actually, you know, mitigate around if
there may be alter native supplier routes and thingsthey can look at, you know, ultimately going
right back in toisthere potential to re-design your product that actually de-risksit. You know, it's
a_

Jmmy: That, that's very true. So-, but | would say, | think from alot of the people that I've dealt with that
have got the problems, it's smple controllers and, you know, they're all made in the (mw 30.11), so that's
part of the problem.

Moderator: Yes, okay, so plenty of questions coming through. So thisoneislinking again with
payments actually, linking back into, you know, should | expect to pay proformaon my first
shipment if I'm coming in with something from inter national sourcing?

Jmmy: It, kind of, depends on your buying power. From my own experience, when you're starting to do
business with somebody who doesn't know you, then they would nearly always expect to have proforma,
you know, if, if somebody in the UK or an EU based supplier, EU based suppliers they know they can
trust the credit based system and the reports that are there, so you've got a better chance there. Once it's
outside of the EU, you know, even to Americaor, you know, especially the likes of China, they, they
normally do ask for, certainly the first shipment, to have full payment up front which, you know, is, is
hugely risky. And that's why you need to make sure the person that you're buying from is who they are,
you know, you're not getting basically, someone stealing from you basically, so. So it's a matter of you
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spending the time, you know, trying to find out somebody who knows them, trying to find out, you know,
get videos of their factory working if it's afactory you're buying stuff from. And with the likes of
ourselves, you know, that we've got people in-country that could, possibly, you know, make it easier to
ask those questions and confirm that stuff. But yes, you'll be asked to do that alot of the time. | would
certainly, you know, and sometimes you just have to do it if you want to get the cheaper material and
that's what suits you to do, you know, you get the right quality. | would say that, you know, | would
certainly have something in place that, you know, '‘Okay, I'll pay, maybe, the first proformaand | pay the
second proforma,’ but come payment three, you know, you're down to, '‘Okay, right, we're paying a 50%
or a 30% deposit,’ and then the rest of it is paid once you actually receive the goods and you've done a
quality check.

So yes, it, it's very common, is probably just, just, just the simple answer to that, but it depends on your
buying power. If you're a big company and you've got buying power, you're probably gonna be ableto
sway them. But if you're not, you probably aren't.

Moderator: Yeah. No, no, | think it's, yeah, it's a-, it'sa challenge and | suppose a, a follow on
guestion which islinked with that aswell is, you know, how do I ncotermswork and what should |
look out for? | know you've obviously covered that briefly in the slide, but it actually tiesin with,
with the previous question | guesstoo.

Jmmy: Yeah, yeah it doesand | covered it briefly. It's something that there's-, it's something that you
could do awhole webinar on and I'm pretty sure that our colleaguesin customs, like | say, have such
things. Again, | can only go on my own experience and advise on that and-, if you're planning on
importing alot of stuff and you're actually building up arelationship with the, the, the company that
you're buying the stuff in from, from athird party country, you know, you'll, you'll get to talk to them and
you'll have it organised, and they'll put you in contact with the customs people, and, and it'll work out
very well. Most people don't do that, the vast majority of people don't. They're buying, like, a container
here, a container there, or a palette here, palette there. So it's a case of -, you're not going to have the
resources or the facility to train somebody up to figure out exactly what'sinvolved in that type of thing,
S0, so that's the question, if you're going to be doing it lots, | would definitely get somebody trained up in
how you do it because it seems simple, like, you've got a chart and said, 'Well, that's what it is, so that's
what happens,’ but then, you know, there's things like paperwork. Y ou know, if the paperwork isn't right
and the Incoterms say that you now own the goods, you know, you're going to pay the demerits (ph
33.47) in the ports for that. Then if takes you weeksto figure out how to get it right then that's a very-,
that's very costly. So what-, my adviceis awaysif it'sthefirst time you're doing it and the first time
you're doing it from a specific country, | would always engage with that faithful (ph 34.00) order. | know
that there's-,

Moderator: Yeah.
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Jmmy: -agood few very good onesin Northern Ireland and, again, we can help you out and if you want
to contact us, we can put you in contact with afew of them. And they know what they're doing, and
they're doing this all the time, and they, they know the pitfalls, they'll tell you exactly what you need to
do, what you need to provide and they'll manage it for you. Y ou have to pay for the service to do it, but
you're paying per shipment as opposed to you're having somebody there all the time or have to pay the
high cost of training somebody which wouldn't be cheap either.

Moderator: Yeah.

Jmmy: That would be my advice. Go with afaithful (ph 34.30) order.

Moderator: Yeah. And | guess, you know, there are specific trade associations for -, wher e those
guys are member s as well so people-,

Jmmy: Yeah.

Moderator: -can look in that direction too. Another question we had was actually around, "What
steps should | take before engaging new suppliersto ensure an effective outcome?' | know you've
touched a little bit on it on one of the previous questions, but | think it's useful maybe to, to expand
just from your own per spective, you do you ensur e an effective outcome?

Jmmy: Yeah, well it'sjust, | think, why, isthefirst thing for me. Y ou know, if you don't understand why
you'redoing it, likeif it is purely down to cost then you should ask yourself the question, 'Why? Again,
you know, if you're being completely slurred on the margin of their products and if that's driving you
down to where you need to go, then, you know, they should understand that, but you need to understand
the risks aswell, like, the chances are you're going to be inheriting alot of risk with quality and delivery
and all those types of things. And | would certainly say you need to put alot of mitigation plansin place
before you go that direction. So, so with the why, well this will influence who you would go to in the first
place and who is appropriate and who isn't, more importantly. And then it's a case of following the steps
you're going through, you know, it's-, define a clear cope, you know. Again, alot of people say, 'Well I'm
only doing this, I'm only sourcing a few things," but do it, define the scope anyway, you know, so you
don't know how much of an expert the person that you're going to is, so just make sure you're assuming a
seriously low amount of knowledge and understanding, and make sure they know exactly what you're
asking for. Communicate this through RFQs if you can, like, it's just a professional way of doing it and,
you know, you can register then, you can have different then-, so there isn't a misunderstanding,
especialy if there's time zones involved. We all have areference to-, you can always reference in the
particular RFQ that you're dealing with at that time.
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Audits are very important to me for potentially new suppliers, depending on what you're going to spend,
your (mw 36.24) acommaodity are something that you're not going to spend an awful lot of money on, |
wouldn't spend a lot of money going travelling to afactory or that type of thing, but if it isthe (mw 36.32)
purchase, definitely, go to their factory. See what they do, see how they do it, see the people who are
involved in it, you know, speak to them, see how knowledgable they are. Y ou know, a day can save alot
of problems further downstream. And once you're ready to make a decision, you know, talk to them about
setting up supplier relations, you know, having monthly reviews, quarterly reviews, whatever, whatever is
suitable, you know, to what you're buying, how much you're buying. And then, you know, again
depending on the type of product and, you know, whether that's easily got or not, strategically, you know,
well I'd be very keen to say, 'Okay," especially with the, the frames (ph 37.07) people had recently is, you
know, set up contracts, you know, it's something that there's continually short supply of, set up a contract
to make sure you've got some sort of recourse. And it's something that isn't very important from a
delivery or from a stock holding point of view or whatever it is, (inaudible 37.20) arereally, really useful.
A lot of people don't use them but I, | have and they're, they're very good. Okay, and finally, echo of the
last step, thisis one that alot of people haven't really started doing yet, and they should, is, you know, is
analyse therisk. Y ou know, start asking the questions of the potential new suppliers, you know, "Where
do you get your stuff from? How do you ensure your supply? Y ou know, 'How much stock do you hold?
How much cash are you exposed to? Y ou know, and what-, 'Those suppliers that you get them from, are
they able to get into risk?

So-, it's, it's-, we're part of a chain, so we can-, you can do this upfront and you can fill in new suppliers.
It'salot easier to do it front and find out then than get into bed with them and then start asking the
guestions, so it's probably the final bit.

Moderator: Okay, thank you. | noticed a few other questions coming in there, we'll ask-, we'll
actually deal specifically with the businesses associated with that side. 'Cause |'m conscious of our
time, we may not be able to get through every question today. | think we've, we've covered alot of,
of material and | suppose, Jimmy, if you were to, you know, sum up, you know, what'sthe most-,
what's the most important thing that, that businesses need to be, you know, mindful of in the-, in
the current climate around sourcing. Therewas one or two thingsthat you said we had to bereally
mindful of.

Jmmy: Be prepared to do alot of preparation, you know, it's, it's-, it takes alot of time. A lot of people,
you know, would just, just go and find somebody else. Y ou know, go and find a new supplier, it's easy.
It'snot. It'sreally difficult. Doing, doing it right and doing it good way, actually locally at the minute, you
know, we're at full capacity for alot of people, for alot of industries, like, so it's difficult to get it locally,
so-, and the further you go away, it's, it's going to be alot more difficult. So spend the time to do the
preparation, understand what you need to do and, you know, I, | would say tune your alarm bells, alot of
people are very good at selling to you so, you know, get-, don't take everybody at face value, like,
guestion everything. Y ou know, they should be willing to give you the information that's required,
especialy for-, if they want new business, because existing business, then, is abit more difficult instead.
So when you're getting the chance ask pertinent questions, do so.
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Moderator: Yeah, and | think-, | think to befair, you know, what, what we see when we're working
with businessesis obviously, one of thefirst thingsis, well, you know, what, what'sin your existing
supply chain? How do you actually develop the relationships and, you know, even, | know | said the
scope of thisonetoday, but looking at that category management appr oach, and actually, you
know, developing more strategic relationships with, with companies, with your supply base, you
know, can have the effect of delivering a more competitive supply base aswell. And on that end, we
had-, the website was up earlier but if you goto Invest NI and go for support for business, you'll
see, 'Supply chain solutions and development.' In terms of the, the web links, thereit is now, back
on the-, on the screen, soif you click on that, you'll be able to see some further details around our
specific support programme. It also includes a series of, of-, thisistheir six webinarswe have
developed to date and, and the others are, are available to look at through that web link. And it
cover s some of the other important topicsthat we've literally touched on heretoday as well.
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