Achieve a Greater ROl using IUID

Defense manufacturers face continuous pressure to fulfill contracts on time
and on budget. If you're one of them, you know margins can be thin. And any

internal or external changes that crop up can throw your bottom line way off.

One such change occurred in 2011. The U.S. Secretary of Defense issued
a directive stating that all Department of Defense assets — including those
currently in production — must be accountable to meet the DoD’s need for
clean audit readiness. To this end, the Defense Federal Acquisition Regulation
Supplement (DFARS) requires defense manufactures to identify, mark and
track assets by placing a label or plate containing a machine-readable item
unique identification (IUID), a 2D Data Matrix barcode, on new equipment

under contract. It's not an option.

Fortunately for defense contractors, and government
furnished property (GFP) managers, IUID is more
than just a reliable compliance technology.
It's a powerful way to streamline
your operations using serialized
item management (SIM), and

to incorporate item resource
planning into your business
processes. In other words, whether you need to comply with new regulations

or not, IUID is an investment that delivers significant favorable returns.
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VALUE ACROSS THE BOARD

Today, the issue of potential military budget cuts are a frequent part of the
national dialogue. But you can hedge against receding profits due to shrinking

DoD expenditures by implementing 1UID.

IUID lets you tighten controls across the enterprise on every level. It not
only allows you to meet DFARS requirements and military identification and
marking standards such as MIL STD 130, but also gives you the ability to
locate, track and maintain highly granular visibility of items throughout all
your business operations. It doesn't matter if your focus is in production,
logistics, maintenance or property management. Eliminate time-sapping,
resource-draining activities and methodologies using IUID, and you can

maintain or enhance profit margins and beef up ROl from within.

Here are the functional benefits of IUID:

Inventory Accurate and fast item accountability

Logistics Chain of custody and location awareness
Maintenance Timely scheduling, item history and predictive failures
Security Protection from theft, loss and counterfeits
Property Location, status and condition of items
Customer Service Warranty and recall history

Accounting Lean supply chain, duplicate elimination, timely billing
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ROI BY THE NUMBERS

There are many areas of your organization that can tap into the value of [UID.
The table below illustrates a simple ROI calculator involving tool crib activity

and management.
Month Year

Man-hours to log items 40 hrs/week
in and out @ $20/hr $3,440 $41,280

Incidence of loss or theft 30 items/month $2,100 $25,200

Incidence of temporary .
misplacement 300 items/month $13,500 $162,000

Total one-time cost to identify, mark
and track 3000 items using IUID $35,000

Return on investment: Year 2 $228,480

The example above represents a common scenario involving relatively low-
cost items. Substitute low-value items with those of higher value, and extend

this across numerous operations, and the savings accumulate exponentially.

The advantages of IUID are not limited to defense manufactures. Organizations
handling government furnished property (GFP) and legacy items can also get
in on the IUID benefits. That's because the DoD, which sets a threshold on
the value of newly manufactured items requiring IUID labels at $5000, has
issued a ruling stating that GFP items, including non-serialized items, of any
value should contain an IUID mark and be reported to the DoD IUID Registry.
Aside from the item management and accountability benefits this brings,
organizations can now develop a much broader business perspective and
strategy that uses IUID as a highly precise operational standard that can be

uniformly integrated throughout all company processes.
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BETTER DATA MEANS BETTER DECISIONS

How you capture data can directly affect your company’s ability to compete
and succeed. The beauty of IUID is in its 2D Data Matrix, a machine-readable
code capable of storing and yielding all the key characteristics that are unique
to a specific item. Assigning and affixing an IUID to an asset is a simple

process that involves:

Creating an IUID 2D Data Matrix on a label
Scanning the label to validate its acceptability with the IUID Registry
Using a verifier to ensure the quality of the label

Applying the label to the asset

Uploading scanned data to the DoD's IUID Regsitry

Information in the form of a unique item identifier (Ull) can be recorded and
updated for many assets quickly, with 100% accuracy, with a simple swipe
of a handheld scanner. By contrast, organizations that manually enter item
identifiers into a spreadsheet and then into a system of record can only hope
to achieve at most 80% accuracy, assuming the right labels are on the right
parts. That means at least 20% of your inventory will be unaccounted for
and information will not be accessible when
you need it. That's not only bad for your RO,
it also leads to the kind of poor decision-
making that can negatively impact your

business strategy.

With [UID, you always know what you
have and how many. You can determine,
in real time, the location and status of any
item in your plant, and plan resources and

expenditures accordingly.
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REAL-WORLD ROI USING IUID

MCI

In the mid-1990s, well before IUID, MCI (now part of Verizon) recognized the
need to identify its three million telecom assets deployed throughout the
US. The lack of a control system meant poor visibility of duplicates, spares
and replacement parts, and no comprehensive history of failure and repair.
Besides contributing to waste, this lack of visibility hindered the ability to
track support contractors’ activities. By utilizing a methodology developed by
A2B Tracking Solutions, and later largely incorporated by the DoD Integrated

Product Team for IUID, MCI was able to realize an 80% ROI over three years.

Many of MCl's existing support contracts were renegotiated to time and
material contracts, saving the company $70 million the first year alone. In
at least one instance a $10 million support contract was renegotiated to $2
million. Other savings were realized through tracking equipment deployed
at thousands of customer sites nationwide. The visibility obtained through
serialized item tracking enabled accounting to identify equipment that was
leased, rented to own, rented and purchased outright, thereby allowing

timely and accurate customer billing.

BCATS

The FAA Barcode Asset Tracking System (BCATS) was piloted between 1996-
2001. An FAA financial analysis showed a 75% ROl where IUID was deployed
and predicted an ultimate payback of 20 times the cost, over 20 years. A June
2010 Logistics IUID Task Force report predicted IUID program costs of $3.2
billion and annual cost savings of about $4 billion, with an ROI greater than

100% per year when [UID was fully implemented.
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MILITARY DEPOT

At a US military depot, assets ranging from firearms to Humvees had to be
identified, marked and tracked to meet the department’s need for clean audit
readiness. Before implementing an IUID asset management program, 15 line
managers each spent an average of 6 hours out of an 8-hour workday,
80% of their time, just looking for the items they needed to process. That
translates to 30 hours per week, 120 hours per month and 1444 hours (60
days) annually of unproductive activity. Line managers paid $20 per hour,
costing the military as much as $29,000 per person per year — a grand total
of $433,200.

With an IUID program in place, personnel would be able to mark each
item and register it with the DoD’s IUID Registry database. Asset location,
status, quantity and condition could be immediately determined for each
item without sending bodies out looking for them. The depot could have
complete “visibility” of their assets in real time, eliminating costs due to item
duplication, misplacement, foraging, and recall. Return on investment using

IUID? Well... you can do the math.

EID: 1U2R7
P/N: ABCDEFGHJKL13

S/N: MH803A129BC13
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ASKING THE RIGHT QUESTIONS

Calculating your ROI is complex because so many variables can affect it —
business processes, the quality and reliability of software and systems, available
space and employee skills, just to name a few. When it comes to boosting ROI,
the knee-jerk response for most organizations is to start cutting budgets. But
that isn't necessarily the best course of action. Instead, consider keeping the
systems and resources you have in place, and figure out a way to use them
more efficiently. To gain a full understanding of your current performance and
your ability to meet compliance standards, all aspects of your operations require

close scrutiny. Just be sure you're asking all the right questions.

The checklist above represents a top-level, enterprise-wide viewpoint. It's

quite possible your answers will make a convincing case for implementing
IUID in your operations, whether it's to eliminate inefficiencies or to meet

DoD compliance standards.

The next step is up to you. Choose one area of your operations that most
likely would benefit from tighter controls. Then do some back-of-a-napkin
calculations. The results may astound you. But chances are, IUID technology
can remedy any deficiencies or inefficiencies you find and raise your overall

ROl in the process.
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MAXIMIZE ROI WITH THE RIGHT PARTNER

How you implement IUID into your organization can mean the difference
between failure and success. To drive ROl with IUID, you need to use best
practices in capturing and managing your data, ensuring you are using the right
software, hardware and process for your operation. Choosing the right solution
depends on the size of your organization, your output, frequency, personnel
and budget. IUID goes far beyond compliance and can deliver asset visibility,
increase operational performance, and help ensure that your products leave the
dock on time, every time.

Best-in-class Dedicated

Cloud-Based Client Email

SaaS Tracking and Help Desk
Software Support

Professional Large Scale

and Field Label and Plate
Implementation Manufacturing
Services

Field-Proven
Hardware and
Software
Solutions

Taking advantage of industry-leading asset management products and services
that benefit your enterprise begins with a collaborative IUID program partner who
understands your objectives, helps develop your asset management strategy,
and implements the right solution for your operation. Whether you want to
leverage your investment in existing applications or acquire new software, A2B
Tracking works closely with you to evaluate your business processes, define

the most effective technology and workflow to maximize ROI, and then deliver.

Find out how A2B can help your organization track your assets effectively and
ensure your regulatory compliance. Call our IUID experts at 800.733.7592 and
let us develop an ROl model and compliance strategy that works best for your

processes.
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