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APS projects of the LOGIS company bring the benefit of high value to businesses

LOGIS makes use
of the most effective APS technologies

&

According to the AMR assessment, the most successful APS/SCM
projects are most frequently based on products from i2

read on page 8

Through the eyes of a customer

On the project of APS implementation with the production

manager of Tfinecké zelezarny

read on page 7

Prestigious recognition

of the APS project in Tfinecké zelezarny

read on page 8

Improvements reached
in APS projects

introduced in this issue

@ TRINECKE ZELEZARNY

TRINECKE ZELEZARNY a.s.

Manufacturer of steel long rolled products

Results achieved:

- Improved accuracy of supply timing

- Reduction of delayed deliveries by 50%

- Operational excellence improvement

- Improvement of heat sequencing by 70%
read on page 7
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VARNSDORF

TOS VARNSDOREF, a.s.

Leading world manufacturer of machine tools
Results achieved:

- Reduction of delivery lead times to
less than one half
- Precise management of demands of
material
- Throughput improvement
- Increased added value per employee
- Increased sales and profits
read on page 5

AJalter

WALTER ENGINES, a.s.

Manufacturer of aircraft engines and components
Results achieved:

- Improved delivery performance
(reduction of backlogs by 80%)

- Precise management of demands of
material

- Improvement of resource utilization

- Throughput improvement by 40%

- Improved balance of production
read on page 4

ZIDAX

ZDAS a.s.
Engineering-metallurgical grounds

Results achieved:

- Reduction of order lead times by
several tens of percentage points

- Despite significant increase of pro-
duction, high standard of deadline
performance

- Improvement of resource utilization

- Inventory reduction (the inventory from
orders without demand fell three times)

- Increased productivity per employee
by 20%

read on page 2
|

HAYES LEMMERZ

HAYES LEMMERZ AUTOKOLA a.s.

Manufacturer of wheels for passenger
cars and fork lifts

Results achieved:

- Permanently improved delivery per-
formance to more than 97%
- Reduced reaction time from 2 days to
10 minutes
- Improvement of resource utilization
- Inventory reduction of approximately 50%
read on page 3

TOS VARNSDORF

Makes Use of Expansion Opportunities
Thanks to its APS System

TOS VARNSDORF a.s., a leading producer of machine tools specialized in the field
of horizontal boring machines and horizontal machining centres, has doubled its
sales in three years. It would be impossible to achieve this result without the highly
effective management of order fulfilment resting on the system of advanced planning,
i2 Factory Planner. Today, the company considers investment into the APS system
an investment of strategic importance. The partner of the management and planning
system development is the LOGIS company.

Ten years ago, TOS
VARNSDORF was the first
engineering business in
Central Europe to decide
to make use of advanced
planning technologies in
order to improve manage-
ment effectiveness.

Jan Rydl, Chairman of the
Board of Directors of TOS
VARNSDOREF, says in con-
nection with this decision:
,In the mid-nineties when
our business was privati-
zed, we had many reserva-
tions in the management:
the delivery lead times of our product were
long, the deadline performance was low, the
flow rate was small and the inventory was in-
adequately high. We kept fighting situations,
which were absurd at first sight: most resou-
rces of our production base weren't utilized
to their full capacity in the long term, still

Jan RydI
Chairman of the Board of
Directors

It was clear that our problem, or
rather our opportunity, was the
effectiveness of management
of the main company process. It
was also clear that if we didn'’t try
anything in this respect, we could
not expect anything to change for
the better.

“Certain improvements emerged
after implementation of the ERP
system. The effect was, however,
an improvement of the business
administration rather than a bet-
ter performance of management.
The actual management, i.e. the
decision-making on whom should
do what and when, was affected significant-
ly only by the system of advanced planning
(the APS system), i2 Factory Planner. We
decided to apply it at the end of 1997. Our
primary objective then was shortening the
delivery lead times, improved flow rates of
production and improved inventory turnover.

we were unable
to improve the
flow rate; we
had high mate-
rial inventory yet

The results we

“In the course of time, we consider the investments  5chieved mean
connected with the system of advanced planning 5 clear improve-
investments of strategic importance.” ment. As soon
Jan Rydl  as the turn of the

millennium,  we

some material
was missing in the workshops from time to
time. Hence we had to solve many issued
by improvisation. This was also the reason
why our delivery lead times and the delivery
deadline performance counted for little and
why our economic parameters were behind
our western competitors to a great extent.

worked with a significantly shorter inventory
turnover, the delivery deadline performance
had improved, we gradually managed to re-
duce delivery lead times to approximately
one half. All this upon roughly a triple growth
of sales as compared to our beginnings in
1995, i.e. under markedly higher complexity,

continued on page 5

APS Projects - Driving Force of
Business Effectiveness Growth

As always, we have prepared this issue of
LOGIS NEWS for those readers who are in-
terested in learning something more about the
possibilities of applying advanced planning
methods and technologies in manufacturing
concerns. The content of the paper is inten-
ded in particular for businessmen, business
managers and all others concerned about the
successful development of business and tho-
se who believe that a high flow rate and ope-
rating effectiveness as well as the rapidity, de-
adline performance and flexibility of supplies
to customers are indispensable for the growth
of the competitive advantage of a business.

Approximately ten years ago, the term of
advanced planning and the abbreviation APS
(Advanced Planning and Scheduling) connec-
ted with it emerged in our country for first time.
It was just ten years ago that the first Czech
business decided to apply advanced planning
technologies in order to increase its competi-
tive advantage. These days, advanced plan-
ning is firmly established in our country. There
are increasingly more businesses, including
the flagship firms of our industry, for which the
topic of advanced planning technologies is a
current and hot one. This is caused in parti-

cular by the fact that continued on page 8

WALTER ENGINES
Fly on the Wings of APS

WALTER ENGINES, a traditional manufacturer of aircraft engines, implemented
a project in the course of 2006, the objective of which was to increase the delivery
performance and throughput improvement. In the course of the project, a quality
change of the process of production planning and management was experienced,
and only a few months after the project completion, this change was reflected by
substantial improvement of the production flow rate with simultaneous marked
improvement of deadline performance. Within the project, the i2 Factory Planner
advanced planning system from i2 Technologies was implemented. LOGIS was

a partner of this project implementation.

Véaclav Havlan, Vice-chairman of the Board
of Directors of WALTER ENGINES, states in
connection with the project:

“In the course of recent years, our company
has undergone a number of changes with only
one objective — to increase its competitive
advantage. Competitive advantage was also
one of the main reasons for our participation
in the project of advanced planning. In the
environment of the aircraft industry, in which
we operate, demands continue to increase on
quality, delivery performance, reduction of de-
livery lead ti-
mes and ove-
rall  flexibility
of reaction to
changing
conditions.
As concerns
the quality of
our producti-
on, we belong
among the
top producers
worldwide.
For that mat-
ter,  should
it not be the
case, we couldn’t be the supplier for compa-
nies like Rolls-Royce or SNECMA. We knew,
however, that if we had learnt to be a faster,
more reliable and flexible supplier, it would
have opened the way to further expansion.
We had a clear idea what activities advanced
planning implementation would help us to

Vaclav Havlan
Vice-chairman of the Board of
Directors

is divided into two programmes: (1) the produ-
ction, repairs and service of aircraft engines
and (2) order cooperation — production of com-
ponents for aircraft engines. In all these fields,
a number of demands emerge on the producti-
on and completion of components, supplies of
materials from subcontractors or components
from cooperating companies. All inputs have to
be prepared in time for assembly or dispatch.
The problem, however, is not solved by coping
with coordination of the production activities.
Production is only one component of the lo-
gistics chain. It's immediately followed by the
activities of the purchase and sales depart-
ment. In all these fields, small and big surpri-
ses keep emerging: the customer changes the
requirement, a subdelivery from the supplier
is available
on a different
date than we
expected, or
there’s a pro-
blem in the
production
department.
Although the
situations
keep chan-
ging, the pace
and  deadli-
ne delivery
performance
remain the primary requirements of our cus-
tomers. In WALTER ENGINES, we have set
a target to cope with these situations much
better than in the

Libor Veverka
Member of the Board of
Directors

develop, and this
wasn’t an expan-
sion plan only in

“The chief motive with which we approached the project
of advanced planning was the competitive advantage.

past. The objecti-
ve is to react to

”

percentage units.  Vice-chairman of the Board of Directors.” any change of the
As of the begin- VAclav Havlan  Situation by quick-
ning, this fact ly finding the best
determined  the solution, which is

importance of this project, this also determi-
ned our approach to the selection of a supplier
and solution.”

Libor Veverka, Member of the Board of Direc-
tors, adds: “Production at WALTER ENGINES

reflected in an updated plan. A plan, which will
be prepared quickly, and a plan, which will al-
low consistent coping with unexpected events
and making the most of the situation.”

continued on page 4
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ZDAS Increases Operating Effectiveness
by application of APS technologies

LOGIS NEWS, FEBRUARY 2008

At the beginning of 2008, in the engineering — metallurgical complex of ZDAS, a.s., with its registered office in Zdar nad Sazavou, the project of implementing an advanced planning system and
production scheduling commenced. The supplier of this project was IBM Czech Republic and its alliance partner, LOGIS. The product i2 Factory Planner from i2 Technologies was being implemented.
The objective of the project was in particular to improve the operating parameters of production and logistics, which include not just the reduction of lead times and improved production plan
performance, but also a reduction of inventory of semi-finished products and material. In addition, the project shall have a positive effect on the improvement of delivery performance in relation to
the customer and the economic parameters of production such as the assessment of the production plan and planned business transactions.

Miroslav Sabart, Vice-chair-
man of the Board of Direc-
tors and General Manager of
ZDAS, states on the project:
,For a certain period of time,
ZDAS has been profiled as
a customer-focused com-
pany. In today’s highly com-
petitive environment, this
is a condition of success.
Though in the last few years
we’'ve achieved significant
improvements in these are-

as, which were positively Miroslav Sabart
reflected in the results of ;.0 hairman of the Board of
among pirectors and General Manager

our management,
other things, some reserva-

tions still exist. One of the fields where we
can see the improvement potential is better
coordination along the whole supplier-cus-
tomer chain, starting with purchase and
ending with sales. Therefore we decided on
the APS project for the project of advanced
production planning. We selected IBM and
LOGIS as our partners for its implementa-
tion, as these companies offered top so-
lutions verified in many foreign as well as
domestic projects.”

Igor Kliment, assistant to the production ma-
nager, was in charge of coordination of the
project implementation on behalf of ZDAS.
,We devoted close attention to the prepara-
tion of the project team. The project affec-
ted a number of activities, which had been
performed in our company without changes
for many years and therefore when setting
up the team, we had to consider not just the
expertise of the individual members but also
their ability to adopt and enforce change.
I’'m glad we managed to set up the team so
that it managed to cope with the demanding
tasks raised by the project.

“Right at the beginning we realized that the
APS project was not primarily an informa-
tive project but due to its range and com-
plexity of related changes, it went across
all decisive departments of the company.
Thanks to this, the key users entered the
process — representative of expert depart-
ments — who were at first made familiar
with experience from implementation of the
proposed solution in similar manufacturing
companies and then, together with the sup-
plier’s experts, prepared a draft process of
a business transaction realization making
use of APS and evaluating its effects.

“The schedule of the project was prepared
for the special current situation of the bu-
siness.”

Pavel Kantor, Head of the Informatics De-
partment of ZDAS, comments on this: “A
long-term project identified as IS Unification
Project has been running in our company in
the field of IT, the target of which is, among
other things, the technological and functi-
onal restoration of our information system.
APS is becoming one of the key compo-
nents integrated in the business information
system of ZDAS. The coordination with the
IS Unification Project affected the definition
of the scope of individual stages of the APS
project as well as its overall duration.”

Comments on the project

» At the very beginning of the project, a
planning group was appointed, the activi-
ties of which supported by the APS system

contributed significantly
to the improved quality of
planning.

* Improved quality of data
The management, through
advanced planning allows
setting up very accurate
plans, reacting very sensiti-
vely to changes of situation.
In order for the system to
work however, it is impor-
tant for the data we provi-
de to the system to be as
high-quality as possible.
Therefore the improvement
of data quality was one of
the decisive tasks at the be-
ginning of the project. We were pleasantly
surprised by the strong sup-
port provided by the APS sys-
tem. When reading the data,
APS checks the consistency
of the data read and gene-
rates reports on which we
can rely when removing the
ascertained defects. Hence
by the APS i2 Factory Plan-
ner system, ZDAS acquired
not just a strong planning tool
but also an effective tool for
the fast identification of data
problems (bills of material,
procedures etc.) and “lack of
discipline” on the side of operators (lack of
updated delivery terms of materials, delays
and inaccuracies when cancelling producti-
on at workshops etc.).

The diagram of error frequency develop-
ment illustrates how we managed to redu-
ce the number of problems with our data
in the course of the project. From the very
beginning, we understood the APS system
as a tool through which we would use more
effectively the data resources filed in our
company information system for the bene-
fit of our business. Thanks to the effective

Igor Kliment
Production Manager Assistant

purposes of operative management. The
project meant a transfer from work with
gross recourse needs to detailed specifica-
tions of resource needs (from technological
procedures) related to individual resource
units. During planning, more data are pro-
cessed (APS being able to cope with this
easily) but the result of the planning is then
very well usable for the usual management
of production.

* Following the detailed specification of re-
source needs, a substantial specification of
timing of material needs and the purchase
needs following them could be effected.

* In the course of the project, the environ-
ment for the creation and updating of the
plan was unified at all levels. The result is
the possibility to plan and manage narrow
points with relation to the
whole business transaction.

« Fast reflection of changes.
At all levels of production
realization, there might be
continuous changes (change
of requirements, change of
material availability, resou-
rces etc.). All these have a
larger or smaller effect on the
advantage and feasibility of
the currently effective plan.
Thanks to the APS system,
we are able to react rapidly
to changes of situation by the
compilation of a new version of the plan
reflecting the changes. Even in the course
of consistent changes, we're still able to
provide instructions for the purposes of ma-
nagement, which are well applicable (they
are not prevented by lack of sources) and
the observance of which is highly effective
in terms of company objectives.

Achieved improvements

The results of the project were assessed
in the final report. Following a successful
opposition, the report was approved by the

Development of frequency of errors identified in the data by the APS system
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assistance upon assurance of high quality
of data, the APS system helped us to sig-
nificantly increase the value of this data
resource.

* The information from various parts of the
company IS (ISR as well as DRV) was
combined in one model. Thereby we ac-
quired a comprehensive view of orders and
their fulfiiment.

* Specification of resource needs. Former-
ly, we used to work with the gross resou-
rce needs above the joint workplaces for
management purposes. These gross data
could actually be used only to consider gro-
ss balances and they could not be used for

Project Schedule
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company management. The final report
states that the lead times were shortened,
inventory reduced, a high level of deadline
delivery performance has been achieved
and the productivity per employee has
been increasing. On the basis of economic
calculations, the return of the project was
determined at two years.

Shorter lead times

According to the results of our measuring,
the lead times shortened by several tens of
percentage points. This result was achieved
in a situation when the number of proces-
sed orders as well as the volume of produ-

« Installation of technologies
«Training of the project team

« Draft planning model

« Creation of planning model

« Description of planning model

- Adjustment of data platform

« Specification of planning model

- Draft of user scenario

« Recommendations on organization
and procedural measures

(production dispatcher dept.)
« Specification of planning model
« Adjustment of data platform
« Specification of user scenario

« Creation of interface
« Description of data model

v

- Recommendations on organization and
procedural measures

« Use of the system by users, planning group

« Achievement of a closed planning cycle

« Adjustment of user scenario

+ Recommendations on organization and
procedural measures

«Training end users

« Switch of the planning system to routine
operation

0 1 2 3 4 5

4.1.2006

12 13 14 15 16
30.4.2007

ction grew simultaneously. Hence the lead
times were shortened in a situation when
the complexity and load grew.

Reduction of inventory Thanks to the more
accurate assignment of materials, the in-
ventory reduced. The precise planning of
material needs allows the user to get the
inventory management under much better
control than ever before. We can demon-
strate the effects on the surplus inventory.
Formerly our in-

the completion of the project (Q2/2006), we
find that the volume of the realized produc-
tion for this period grew by several tens of
percentage points.

Planning group and comments on the routi-
ne operation of the APS system At the very
beginning of implementation, we decided
to set up a planning group. On the side of
ZDAS, the planning group was the decisi-
ve force during the implementation of APS.
Also these days,

ventory always
included a cer-
tain volume,
which was not
actually neces-

growing volume.”

“Using the APS system, we’re able to cope
better with order fulfilment as well as the

in the period of
routine operation
of the system, its
task is to ensure

Miroslav Sabart regular planning.

sary in order to

realize the orders. This superfluous inven-
tory, i.e. inventory, which is not actually re-
quired by the production department, could
reach a volume of up to tens of millions of
Czech crowns that were thereby absolutely,
unnecessarily “dead” and could not be used
for other, more urgent needs. The following
chart shows how we’ve managed to reduce
the volume of this inventory. The chart re-
cords a reduction by approximately 80% in
the course of several months.

Delivery performance

In the period before commencement of the
APS project and at its beginning, we were
fulfilling approximately 500 orders simulta-
neously. When starting the routine operati-
on of APS, this was as much as 700 orders.
This growing trend has continued and these

120% -
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80 %
60 %
40 %

20%

A brief chara-
cteristics of the planning group activities
follows:

« Continuous (daily) activities include:

— continuous updates of the plan (following
the initial planning, the system provides
information on ascertained dangers, they
are solved through the system tools);

— control of deadlines of delivery and cur-
rent supplies of material, initiating neces-
sary measures;

— solution of delivery delays;

— work on security of orders in the long-term
horizon.

» On a weekly basis, production plans are

released to the workshops.

» On an annual basis, we create an annual

plan with identification of narrow points, fo-

recast of needs of cooperation etc.

The planning group is also continuously

i I

0%

7/2007  8/2007

9/2007

10/2007 11/2007

Total of inventory surplus from orders without requirements before the horizon
B Total of inventory surplus from orders without requirements after the horizon

days, we are simultaneously fulfilling appro-
ximately 850 orders. In this situation, with
the growing complexity and load, we achi-
eve a high delivery performance, which is
close to 100%.

Productivity growth

We cope with a growing volume of producti-
on with the same number of employees, As
aresult of this, the productivity per employee
is growing. If we compare the volume of per-
formed production in financial figures at the
beginning of the project (Q1-06) and after

concerned about data quality and initiates
measures for improvement. But works fo-
cused on data quality do not end with com-
pletion of the implementation. The care for
high quality of data has to be one of the
permanently applicable tasks we have to
meet. The care for data quality is connected
also with care for their up-to-date nature.
The less current the data, the worse is the
information on which the planning system is
based; the plan therefore corresponds less
to the reality and it is more difficult to use
it for management. For this reason, we in-

continued on page 8
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APS in Hayes Lemmerz Autokola
Swiftness, reliability and flexibility of supplies within the automotive industry HAYES LEl_MERZ

Hayes Lemmerz Autokola has implemented and has been using the APS i2 Factory Planner system. It authorized LOGIS to perform the implementation. The
project was implemented quickly and it brought very goods results in the form of reduction of inventory and improved customer satisfaction.

Hayes Lemmerz Autokola, a.s. is a part of
a supranational concerns Hayes Lemmerz
International, Inc., a global producer of
aluminium and steel wheels for passen-
ger  cars
and steel
wheels for
trucks, trai-
lers and fork
lifts. Hayes
Lemmerz
Autokola,
with its re-
gistered
office in
Ostrava, is
involved in
the develo-
pment and
production
of steel car
vehicles for passenger cars and fork lifts.
Its biggest customers include General
Motors, Volkswagen, KIA, Ford, Suzuki,
Toyota and PSA. Within the segment of
wheels for fork lifts, these are for example
NACCO, Still, Daewoo, Trelleborg.

Jifi Adamek
General Manager

Grounds of the investment

At the end of 2002, Hayes Lemmerz Auto-
kola decided to implement the i2 Factory
Planner system for advanced planning and
scheduling. Ing. Jifi Adamek, General Ma-
nager and Member of the Board of Directors
of Hayes Lemmerz Autokola, states the fol-
lowing on the grounds of project implemen-
tation: ,The automotive industry is a very
demanding environment without compromi-
se. lts supplier chains continue to increase
their demands on each of their segments.
Companies wishing to succeed can't rely
on being able to manufacture products with
excellent technical parameters and high
quality — these are considered a matter of
course these days, a necessary but not a
sufficient precondition. Today, companies in
the automotive industry have to be able to
offer more. The imperative these days is the
standard of customer service. The require-
ments on flexibility, swiftness, accuracy and
reliability of supplies are growing fast. The-
se parameters are strongly affected by how
precisely, smoothly and with what perfor-
mance the process of order implementation
is realized.

“There are many activities behind order ful-

filment, the companies having only limited
sources for these activities. It is a matter of
fact is to be able to arrange activities any
time in such a way that the company is able
to make the best use of the opportunities
it has, this meaning to be able to fulfil as
many orders as possible to the maximum
satisfaction of the customer — i.e. swiftly, re-
liably and flexibly — but with the lowest costs
possible. This task is not easy at all as there
are many activities, relations and restricti-
ons in the dynamically developing system
and traditional solutions like a pencil and a
piece of paper or planning in ERP or Excel
quickly hit the limits of their possibilities.

“In order to support the fulfilment of our tar-
gets, we decided to implement advanced
planning technologies and use them for the
benefit of more effective management of
our business. These days, from a distance,
| can state that it was a decision, which cer-
tainly had a positive effective on the develo-
pment of our company.”

Characteristics of production and
objectives of the APS project

Production is performed on a line with fixed
intervals. The production is realized in ba-

tches; when the batches are compiled, one
looks for a compromise between the effort

LOGIS NEWS, FEBRUARY 2008

to minimize the time of line adjustment (eco-
nomic view, operating effectiveness) and
the requirement of deadline delivery perfor-
mance (customer satisfaction).

In terms of the company targets, the fol-
lowing targets of implementing the APS
system were determined (quotation from
project documentation):

* Improved delivery performance.

* Reduction of inventory — finished produ-
cts, semi-finished products, material.

* Throughput improvement — better use of
resources and increased turnover.

+ Ability of quick response upon change of
requirements.

Production capacities and flow of material
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Ing. Vit Lednicky, Manager for Informatics
and a member of the project teams, com-
ments on the course of the project: “For the
implemen-
tation of the
APS i2 Fac-
tory Planner
system, we
prepared qui-
te a deman-
ding schedu-
le together
with LOGIS.
We're  ple-
ased it has
been confir-
med that our
plans weren'’t
too  optimis-
tic. We ap-
plied the implementation method of LOGIS,
which provided us with precise guidance;
it didn’t allow us to go down a blind alley,
to do too much at once or to get nowhere
fast. This allowed us to reach the important

Vit Lednicky
Manager for Informatics

-month implementation stage, we managed
to meet the plan of the project — both in terms
of time and in terms of the achieved results.
Following the completion of the implemen-
tation, we could regularly make use of the
following abilities:

* Globally optimise the plan

* Quick reaction to customer demand

» What-if simulation of the plan — creation of
plan variants

» Assessment of plan variants from the fi-
nancial point of view

* Quick updating of the plan in reaction to a
change of situation

Process of plan creation, daily
routine in planning

The planning process works with a daily
cycle, meaning that every day, we have a
plan available, which reflects the current
situation of the company. Hence if a more
significant event occurs, which might affect
the order fulfilment, the relevant information
is provided to the planning system immedia-

Project Schedule

Basic planning model

« Obtaining knowledge of the ability to satisfy customer
requirements and identify related problems

« Connection of company sale - production - purchase procedures

« One-way routine transfer of data from ERP to i2FP

Advanced planning model with closed circuit

« Ability to optimise the plan globally

« Swift reaction to customer requirements

» What-if simulation of the plan

« Swift updating of the plan as a reaction to a change of situation
« Creation of line schedules

Preparation

Instalation
art SW + HW

Implementation BR 1

Implementation BR 2

4.11.2002

targets of the project in a very short time.
We were pleasantly surprised by the results
of the very first implementation stage, which
lasted for two months. By its implementati-
on, we obtained the following results:

* Better knowledge of the ability to meet
customer requirements and to identify the
related problems in advance and with gre-
ater accuracy

* Improvement of overall transparency (visi-
bility) by connection of company proces-
ses sale — production - purchase

* Improved ability to plan requirements for
material

* Improved ability to plan resources ,As of

completion of the first stage, we therefore

commenced routine operation of the APS
system. Also in the next, this time a three-

WWW.LOGIS.CZ

31.1.2003

30.4.2003

tely, which reflects it very quickly. In this way
the opportunities as well as dangers are
identified with maximum advance time and
on the basis of the compiled plan, it's possi-
ble to adjust the activities in the company
to the situation in the most advantageous
way. The activities of the planning process
include:

» Reading orders, cancellations, forecasts
and other data into the planning system

* Inclusion of requirements on final products
into the plan, considering the inventory of
individual semi-finished products and in-
ventory in warehouses

* Generating production orders and require-
ments on material

» Optimising the resources in a longer time
horizon  Specification of timing of pur-
chase needs

+ Creation of a ,floating* schedule of lines in
a time horizon of 7 days

The results of planning (and scheduling) are
recorded into ERP (company information
system) and distributed as a basis for the
management of a workshop, purchase.

Achieved improvements
The implementation of the APS in our

company system resulted in a change of
management quality. These days, the ma-
nagement is more effective, accurate and
sensitive. We're glad we managed to meet
all the targets of our company connected
with implementation of the project (see abo-
ve). The achieved improvements are de-
monstrated in the attached charts.

* Delivery performance

The effects of the advanced planning were
most obvious in the period of the system
commencement, i.e. in the first months of
its routine operation. Upon the application
of more effective management, in a few
months, the monitored parameters went
from the original levels, around which they
had ranged until then, to new ones where
the figures of parameters settled in the long
term. It is highly visible, for example in the
diagram reflecting the development of dead-
line delivery performance for our customers
where in the period of commencement, the
performance improved from 87% to 97%.
Since then the delivery performance has not
fallen below 97% and very often, it reaches
up to 100%.

 Swiftness of demand response

In the event that a new request appeared
formerly (cancellation, order) or if a request
changed, it was necessary to assess the ef-
fects of such an event on the possibilities of
realization (to determine a reliable deadline
of performance, to allocate necessary resou-
rces), the possibilities of assessment were
quite limited. The relevant works lasted on
average for two days and despite this, they
provided quite inaccurate results as our pe-
ople were unable to consider all the relevant
effects upon the assessment. The use of the
APS system in this field resulted in a stri-

Swiftness of reaction to demand
1- 2 days

-

5 - 10 minutes

December 2002 April 2003

king change. The assessment of a request
is now a matter of a few minutes while the
result is highly reliable information. Hence
we're able to confirm the terms of delivery
to our customers, which we’re usually able
to keep later with high reliability (as shown
in the diagram of development of deadline
delivery performance).

* Reduction of inventory
In order to illustrate the improvement in the

our system of management based on the use
of the APS i2 Factory Planner system.”

Growth of deadline delivery performance

o
o

(o}
o

e

87

Delivery performance (%) _,

private cars

Improvement upon commencement: from 87% to 97%

These days in the long-term: around 100%, doesn’t fall below 97%

field of inventory, we decided to compare the
volume of stock in relation to the volume of
production (number of produced wheels as
well as sales) for 2002 (immediately before
implementation of the APS system) and for
2006. It's clear from the comparison in the
diagram of inventory reduction and producti-
on growth that while the volume of production
grew by approximately one fourth, the volume
of inventory fell approximately to one half.
,The application of technologies of advanced
planning increased the effectiveness of the
process sale — production - purchase. In the
same time, the project reinforced some of our
important skills - for example to identi-
fy potential narrow points within order
fulfilment before they actually emerge
and to adopt relevant measures in
time, or the ability to plan the request
for material with greater accuracy
and in a longer time horizon. It also
allowed us to react more quickly and
accurately to changes of the situation
like the entry of a new order, excepti-
onal outage of resources etc. ,Some-
times we face the question whether
the achieved improvements can be 60
assigned only to the APS system. Of

course we can't say of the achieved

results that they were produced exclu- 40
sively by the APS system. The APS

system is a very strong tool supporting

the management but it's ,just a tool’. 20
It's important for this tool to be applied

effectively and this is up to our mana-

gerial employees. Without them, the 0
APS system would only be a toy in the

120

100

80

mil. Ké

Final assessment

The final assessment is to be provided once
again by the general manager, Jifi Adamek:
“It would be great if every project we imple-
ment were as successful as this one. The
results of the project met our expectations
positively. Today, we work more effectively
and with greater knowledge. Now we're able
to identify many problems, which we had to
face in the past, in advance, find a solution
in time and thereby avoid them. We'’re able
to react to any changes concerning order
fulfilment more quickly and accurately. Our

Reduction of inventory vs.
growth of production

mil. K¢ (pcs)

. 2002 2006
hands of a few fans in the company.
) ! HV +WIP 61,2 46,1
On the other hand, without an executi- ;
ve tool, the utmost effort of the mana- B Waterial o 13
' Id not bring th ted fruit Number of produced wheels 5,36 6,57
gers could not bring the coveted fruit. Turnover 1635 2227

In terms of achieved results, the APS

system isn't a sufficient condition, still

it was a necessary one. ,Planning and opera-
tive management through a plan has become
a routine in our company, which we no longer
consider anything special. We don’t have any
doubts that the basis of high effectiveness
and good operation of our order fulfilment is

cooperation with LOGIS helps us to develop
our skills and improve ourselves. It allows
us not just to reduce costs but in particular
to strengthen our position as a flexible and
reliable segment of a number of chains in
the automotive industry.”

Phone: +420-556-841100, Fax: +420-556-841117
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WALTER ENGINES Fly on the Wings of APS

continued from page 1

On behalf of WALTER ENGINES, Petr
Kocian, Head of Logistics, was in charge of
the implementation project.
“The implementation was
executed in two immediately
following stages, each lasting
three months. The objectives
of the stages were achieved
completely, sometimes we
even managed to achieve
something more. We illustrate
the course of implementation |
by the schedule. Changes |
of the quality planning
process are shown by the

Petr Kocian
comparison of some of Head of Logistics
its features (see the table

marked Planning “before i2” and “with i2”).

The plan became a real management tool
in WALTER ENGINES. The planning of

limited capacities is under way, reflecting
the availability of material and alternative
sources — both internal and cooperative.
The feasible work queue is
updated for all workplaces
on a daily basis. The
application of the plan under
operative management has
a very positive effect on the
parameters important for us,
which are connected with
order fulfiiment. In addition
to being able to react faster
and more precisely to the
demands of our customers,
we have achieved an
increased production
flow rate of 40% with the
simultaneous optimization of inventory of
material and semi-finished products. This is
a result we appreciate very much similarly to
the significant reduction of delays (backlogs),

which we managed to reduce by approximately
80%. Just one year after completion of the

implementation, we can say that the achieved
results meet our expectations. Detailed

information on the achieved improvements
is shown in the attached diagrams.

Improved deadline
delivery performance

Our primary target was to improve the
deadline delivery performance; we focused
on this preferentially. The diagrams show
the number of delayed orders, namely in
relation to Rolls Royce and Ulogistics. In
both diagrams, in which the period of the

APS system implementation is highlighted,
a noticeable change can be observed
as in both cases, the original usual level
of the number of delayed orders fell by
approximately 80%. The third diagram
further proves that the average delay has
been markedly reduced, namely from 20
to 40 days down to 5 to 15 days, i.e. to
less than one half. The reliability of our

Number of delayed deliveries
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Project Schedule

Planning of material flow without consideration

of resource restrictions

« Acquisition of basic data from ERP system and
their gradual precision

« Creation of the basic planning model and its
gradual development (recording the basic rules
of production planning)

« One-way routine transfer of data from ERP to i2FP

Planning with closed circuit into limited

resources

« Inclusion of recourse restrictions into the
model (machines, people, preparations)

* Inclusion of feedback — semi-finished production,
reporting the performed operations

« Creation of a user scenario — change of
planning process

 Preparation for routine operation

Implementation stage 1

Implementation stage 2

V/06 VI/06 VII/06

VIIl/06 1X/06 X/06

deadline performance is in a number of
cases appreciated by our customers them-
selves. These assessments have changed
radically too, as after the implementation
of APS, we manage to move from average
assessments to the best suppliers in our
category.

Improved balance of production

After we managed to achieve the neces-
sary improvement of deadline delivery
performance, we focused on other param-
eters, which included the improvement of
the production balance. In this area, we
have also noticed significant improve-
ments. The achievement of better results
depends on observance of advanced
discipline of production departments in
particular in terms of continuous deprecia-
tion of production and strict respecting of
the times of operations determined by the
plan (work queues).

Reduction of inventory and
semi-finished production

We expected that more precise man-
agement would also be reflected in an
improved situation in the field of inventory.
This expectation was confirmed as we
have recorded a reduction of semi-finished
production by approximately 30% (both
in the field of engine production and the
production of components to order).

These days, however, this trend can no
longer be assessed because as concerns
inventory, circumstances affecting their
level have changed significantly. It was
decided to move the manufacturing prem-
ises of our company and we had to take
measures in order to prevent the effect of
this move on our clients to be connected
with a suspension of supplies. Therefore
we proceeded to gradual forward buying,
which would allow us to meet our liabilities
even in the course of moving — and this
can’t avoid a significant increase of semi-
finished production, which can’t be affected
at all by the APS system at the moment.

Improved flow rate

Under the former method of order fulfilment
management, we were unable to increase
the production flow rate, which prevented
us from achieving sales growth and more
significant improvement of the profit/loss.
Also from this point of view, the effects of
more effective management have been
proved quite convincingly. We can illus-
trate them for example by development
of the sales per production worker where
for a comparable period (1 - 9/2006 and 1
- 9/2007), we have recorded a growth of
more than 40%.

Effect on the business, growing
sales, better prices for timely
supplies

In the course of this year, we have recorded
a year-on-year growth of sales by almost
25% (1 - 9/2007). We can feel clearly that
one of the causes is the higher delivery
performance, which results in an increased
number of orders from our customers.
We have also noticed that our customers
appreciate the supplier’s reliability also
by being willing to pay a better price of
deliveries, reliable in terms of deadlines.
We consider the said results far from final.
It's a matter of gradual and consistent
improvement to enforce the plan as a
management tool. Whether it's the process
itself, within which people gradually get

used to the fact that improvisation, which
used to be a common attribute of their work
and without which we actually couldn’t do
in that part, ceases to be the way to reach
targets; on the contrary, today’s priority is
the strict observance of the plan and qual-
ity feedback. Our current planning model
is far from having used all the possibili-
ties; thanks to improved discipline during
performance, improved feedback and the
improved quality of data, we have further
possibilities to improve the parameters of
our main company process.

As an example of what we’re involved in at
the moment, I'll state for example the intro-

modelling, it's been included in the com-
pany directives. Another example is order
fulfilment management in consideration
of the company moving as mentioned
above. Formerly, this move would be pure
improvisation in terms of order fulfilment;
our clients would experience it strongy and
we would experience the effects of it there-
after. However, now we’re able to model
the whole period of moving in i2 Factory
Planner: we adjust calendars of resources
availability according to the moving plan,
we move the deadline requirements to
earlier dates in cases where we identify
problems (Demand Offset), we model ex-

Development of semi-finished production

Production of aircraft engines
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duction of new components into production
(Inload). The issues there aren’t simple at
all, for example at the beginning, you don’t
have any data in the ERP but you want
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Increased flow rate
expressed in sales
per production worker
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to allocate resources and material and
determine the possible terms of delivery.
But we’ve practically completed this — we
created a standardized process of Inload

Planning “before i2”
very limited perception of resources

unrealistic, non-synchronized work
queues

long, manually performed replanning
with limited time effectiveness and
limited scope (several sources)

minimum ability to identify future
danger

Subcontracted production
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ternal resources, realize forward buying
but only to the extent necessary in order
to provide continuity of supplies in the criti-
cal period of moving. This proves that i2 is
really an effective and practical planning
tool not just for operative management, but
also for long-term and strategic planning.
Despite the fact that when we selected
APS, we couldn’t anticipate certain require-
ments and situations, we’re successful in
their planning and management using i2
without significant problems these days.
As we acquired the planning system, we
didn’t know what a powerful tool we had
bought and under what circumstances we
would appreciate its services.”

Libor Veverka, Member of the Board of
Directors, says on the project:

Unsatisfactory deadline performance
used to make ,an endangered species’ of
us in the past. It was increasingly difficult
to retain our current customers, we were
unsuccessful in obtaining new ones. These
days, however, we’re one of the best as-
sessed suppliers in our category and we
even have new customers (ITP, Smith
Aero etc.), who in addition to the technical
standard of products need high deadline
delivery performance and who are even
willing to pay more  continued on page 8

Planning “with i2“

transparent, detailed planning of resources
work queues following synchronically
very fast planning with high

comprehensiveness, possibility of
fast reaction to any change of situation

high ability to identify danger timely,
strong support for solution of problems

no possibility to simulate or create
scenarios

easy simulations and ,what if
analyses and their archiving

LOGIS, s.r.o., U Nového svéta 286, 744 01 Frenstat p. R., Czech Republic

WWW.LOGIS.CZ
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TOS VARNSDORF

continued form page 1

which had to be handled by the manage-
ment system.

“Simultaneously with the achieved success,
we could see that there were many more
possibilities offered by the APS system than
we had realized at the beginning. Therefore
we decided to keep gradually developing
the use of the tools of advanced planning
in our business. In the course of time, the
originally one-shot project of APS imple-
mentation became a project of permanent
improvement developed in the long term.
Also these days, i.e. ten years after installa-
tion of the APS system, we have a number
of topics ahead of us, in relation to which we
are going to make use of the APS system in
order to solve them. If we manage to cope
with them, and we believe we will succeed,
it will mean further improvement of the ma-
nagement in our business and further in-
crease of our competitive advantage. Even
a number of years after its installation, the
APS system helps us to develop our work

(2008), we have the opportunity to achieve
sales in the volume of more than CZK 3 bil-
lion. This means that our sales for the last
three years will approximately double. The
growth of profit for the comparable period is
even more striking.

“This was, of course connected with excep-
tional demands on the quality of manage-
ment in order to cope with this opportunity
— both our management and the mana-
gement of our subcontractors. | can say
resolutely that without a highly effectively
functioning order fulfilment equipped with a
system of advanced management and plan-
ning, we would not be able to make use of
this growth opportunity. We would not even
have reached the results of the past two ye-
ars without a highly effective management
system. This result is the reason why in the
course of time, we consider the investments
connected with the advanced planning sys-
tem investments of strategic importance.
“When | talk about the APS system, | don’t
mean only the software from i2 Technolo-

Schedule of order fulfilment - traditional, insufficiently
synchronized and unoptimized order fulfilment

Order
Y

Delivery

Y

Delivery time

TPV
Purchase

Production of components
Assembly

Schedule of order fulfilment -
synchronized and unoptimized order fulfilment

effectiveness and increase the rapidity, per-
formance and flexibility of our supplies.
“Today, the quality planning allows us to
synchronize much more effectively the in-
dividual activities necessary for order fulfil-
ment. The feasibility of plans is higher now
as the restrictions burdening the order ful-
filment are now taken into account by the
plans in much more comprehensive manner.
The planning period has been reduced from
the original quarterly to the the later monthly
and the current weekly one, which allows us
to react to events affecting order fulfilment
in a more sensitive way. Our objective is to
switch to the method of sliding planning, wi-
thin which our plan will react continuously to
the development of the situation.

“The system allows us to achieve a higher
flow rate, a shorter continuous period and
lower costs. Hence we can make use of our
sources in a more effective way than ever
before. Thanks to this, we are also able to
achieve shorter delivery lead times and a
higher deadline performance than we would
have through the management methods we
applied originally. In this way, our overall
competitive advantage has been growing.
We are able to make use of opportunities
we would not have had in the past. With the
added value per employee amounting to ap-
proximately CZK 1.3 million, we are slowly
arriving among the successful businesses
operating in our field in the environment of
developed economies.

Our current demand shows that this year

Order
\ 4

Delivery time

Purchase
Production of components
Assembly

gies, but also the way it is implemented un-
der the conditions of our business, how it's
used within the planning and management
process. Our APS system helps us reach
results, which just a few years ago would
have been a dream rather than a reality for
us. The basis of success is actually the in-

Makes Use of Expansion Opportunities
Thanks to its APS System

within these stages used to be coordinated
at a very general standard whereas as con-
cerns detailed coordination, nobody was
able to coordinate activities throughout the
process due to the excessive demands of
this activity. With slight overstatement, one
can say then as the order entered the bu-
siness, we waited for the technical depart-
ment to say that they had everything ready
and it was clear what it would be necessary
for the purchaser — then we waited for the
purchase department to say the purchase
had been completed and it was possible
to commence production without the dan-
ger of anything missing — and in the end,
we waited for the production department to
say all the components were ready and the
assembly could be done. This situation is
displayed in the diagram above. The plan-
ning of the whole order fulfilment through
APS, however, allows us to control all the
detailed activities, including their mutual
relations. Hence as we have available an
adequately quality planning system, which
is able to effectively control all activities re-
sting within order fulfilment, not only can we
reduce unnecessary delays or reserves in
this process but when we manage through
the plan, we can focus on the achievement
of targets, which we weren'’t able to influ-
ence much under the previously applied
methods of management. The other dia-
gram shows the schedule of order fulfilment
when activities are coordinated (managed)
by a plan (following the implementation of
the APS system). It’s clear directly from the
picture why the application of such mana-
gement tools can result in the reduction of
delivery lead times.”

Hynek Vojtéch, Member of the Supervisory
Board, has been engaged in the long term
in the issues of management of the main
company process and he participated in
the development of the management sys-
tem through a plan in TOS VARNSDORF.
’ On the issue
of advanced
planning and
order  fulfil-
ment, he ob-
serves:
“We've ascer-
tained that in
order to be
able to use

the power
of the imple-
mented APS
Hynek Vojtéch system in the
Member of the Supervisory ~ most  effecti-
Board ve way for

the benefit of
our business it's not enough just to chan-
ge the planning, i.e. how we plan and how
quality plans are the output of the planning
process. It's very important also to change
the management of the main company pro-
cess; to actually observe and work accor-
ding to the plan, the base synchronization
of all the activities necessary for order fulfil-
ment on the plan, hence learning to use the
plan for actual management — management
through a plan. This is not a trivial measu-
re. In the business, order fulfiment goes
across the organization structure (produc-
tion, purchase department, TPV etc.) and
the structure is actually broken into pieces

Privatisation| Turnof [Yesterday| Today |Tomorrow
(1995) |millennium| (2006) | (2007) | (2008)
E(I;irggng 1 quarter |1 month | 1 week | 1 week | 1 week
oot | 920 | s10 | 520 | 560 | 600
sales | aomi | 1000 [ 1800 | 2200 | >3.000
Profit -100 mil. + +120 mil. [+350 mil. [ ~500 mil.

creased effectiveness of the management
of order fulfiment. I've provided specific
results we've achieved. If | had to explain
simply what the change of the process is,
| would have to say the fundamental chan-
ge is that all activities connected with order
fulfilment are managed from one place in
detail and on an optimum basis. The or-
der fulfilment goes through various stages:
from TPV, through purchase, production of
components and finally to assembly. Activity

thereby. Order fulfiiment isn’t usually defi-
ned in businesses, it doesn’t have its own
manager (the owner of the process) equip-
ped with adequate powers, a manager re-
sponsible for the usual business and con-
sistent development of this process. Hence
in the businesses, there is nobody actually
authorized and liable for the development
of this key company process. Together with
LOGIS, we've prepared a solution, which
we have been launching. We've defined or-

der fulfilment, we've designated the owner
of the process and his powers. Therefore
the issue of management of order fulfilment
as a whole ceases to be an unowned mat-

VARNSDORF

what costs.

“The higher the demand, however, the firmer
the position of the producer. The resources
being increasingly utilized, they prove ever

ter, which used to be connected with terms
such as improvisation, volunteerism, en-
thusiasm or anonymity but has become a
systematically developed area of business
activities.

“In connection with the development of or-
der fulfilment, the need emerges to assess
the performance of this process and this
isn't very easy. The fact is, a look at the
above-mentioned parameters isn’'t static
but changes depending on the market si-
tuation.

“In a period of lower demand, the resour-

more intensively as a restriction to utilising
other market opportunities, as a restriction
of the further possible growth of sales and
profits. In this situation, the producers focus
on rather achievement of the maximum flow
rate, which will allow making use of maxi-
mum market opportunities, namely even to
the prejudice of the final figures of custo-
mer service parameters (for that matter, if
the resources are heavily utilized, the pro-
ducers cannot reach in particular the same
pace of deliveries - delivery lead times - as
before and it of course it's also more diffi-

ces aren’t utilized to full capacity. Hence
the function of the order fulfilment isn’t se-
riously limited by the availability of resour-
ces, which are no serious restriction to the
eventual growth of sales. In this period,
the business focuses on the best possible

delivery lead times, delivery performance
under the lowest possible costs. When as-
sessing the order fulfiiment in a situation of
low demand, we assess in particular what
sort of fast, reliable and flexible deliveries
the process enables us to achieve and at

cult to keep up the other parameters such
as the deadline delivery performance). The
weakening of these parameters, however,
has to be only minimum in order to prevent
reduction of demand. If we want to assess
the performance of order fulfiment under

the situation of high demand, we’re actually
interested in particular in the fact of what
results in terms of profit/loss it allows us to
achieve. But the parameters of customers
service can’t be ignored in this situation ei-
ther.”

WWW.LOGIS.CZ
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Speed, reliability and flexibility of the deliveries
of Trinecke zelezarny due to APS technologies

TRINECKE ZELEZARNY, a.s. produce more than one third of the total steel production in the Czech Republic. It is a metallurgic company with an enclosed
metallurgic production cycle, the main production programme of which is formed of long rolled products. In 2005 and 2006 Trinecké Zelezarny implemented a
project of advanced planning of metallurgic production. The objectives of the project were defined in such a manner that the project results support the strategy
of the Company to increase the proportion of production with a higher added value. This extremely demanding project was implemented successfully. Its

LOGIS NEWS, FEBRUARY 2008

extraordinary results are supported not just by the prestigious awards obtained (see Page 8) but especially by the particular improvements which have been
achieved as a result of the system operation as early as the first half of the year after completion of implementation (read on Page 7).

OBJECTIVES OF THE PROJECT
Look back at the project beginnings (august 2005)

In connection with commencement of the project of advanced planning of metallurgical
production, Tfinecké Zelezarny released press news in August 2005. In order to
explain the expectations of Trinecké zelezarny in time they entered the project to our
readers, we look back at the project beginnings and we include the opening extract
of the press news where we quote Jan Lasota, member of the Board of Directors and

sponsor of the project.

WHAT IS THE GOAL OF THE PROJECT

Through achievement of high operational
excellence to improvement of complex
customer service

We're experiencing ever-growing pressure ap-
plied to steelmaking companies to provide their
customers with high-quality products at still
greater promptness, reliability and flexibility.

What was enough yesterday, is on the verge of
being too little today and will
not suffice tomorrow. A great
deal has been done in the
department of quality enhance-
ment and we have a lot to be
proud of. Now, we've decided
to concentrate more intensively
on how the needs of our clients
may be accommodated by pro-
viding them with attractive and
reliable delivery dates.

And it's here that the company
still leaves a lot to be desired.
We can hardly expectto be
prompt and reliable with regard
to our customers without mak-
ing promptitude and reliability the essential attri-
butes upon which the corporate processes within
the company rest. And what we must not forget in
so doing is that improvement in this domain must

Jan Lasota
Member of the Board of Director

-

be achieved with high efficiency—in other words,
high speed, reliability and flexibility must not cost
us ‘all the funds’. We must learn to achieve it at
low costs. We know this is a formidably difficult
task that, in a way, reminds me of the attempt
of major automotive companies to develop
engines displaying the highest possible power
with the lowest possible consumption. Similarly,
we have to tune our company-wide process of
order fulfillment in @ manner as to ensure that it
yields high performance while
keeping the costs low. This is
the goal of the project we're
about to launch.

When implementing the project
we won't dispense with highly
efficient management methods.
Advanced planning methods
will have a key role to play as
well as the ability on our part
to employ the technologies
in the management system
introduced at our plant. How
much importance we ascribe
to the project is clearly shown
by our choice of the best avail-
able technologies and suppliers. We believe that
the advanced planning project is an important
step that will lead to further improvements in
the competitiveness of our company results in

performing our orders. As a result, we will be
able to perform in a faster, more reliable manner
while retaining a better overview of the process
than is the case now.

WHAT WE WILL IMPROVE THROUGH
THIS PROJECT

Through the high-quality planning, we shall
increase the management effectiveness

Order performance is a rather complex and
complicated process at our plant. A number of
time-dependent effects and limitations factor in
it. The existing management tools did not make

it possible for us to reflect these limitations to
the necessary extent when making decisions on
what operations should be done at the individual
workstations and when. Our existing tools did
not possess the capacity to evaluate the state
of affairs in a short time and determine the op-
timal procedure translated into a plan defining
who shall do what and when. We were often
forced to make decisions without having the
opportunity to provide support for the decisions
in the form of comprehensive and amply detailed
evaluation of all factors, and, similarly, we were
not always able to foresee the effects that the

decision would have upon each of the links in
the logistics chain.

The solution will allow us to reveal pending
threats in time and adopt measures to eliminate
them. We're convinced that a more precise and
sensitive management resting upon optimised
plans and schedules will help us to yield favour-
able conditions to achieve better operational
results in performing our orders. As a result, we
will be able to perform in a faster, more reliable
manner while retaining a better overview of the
process than is the case now.

FEATURES OF THE SOLUTION

We shall explain the features of the solution
through the information on requirements
made on the planning process, through
the inclusion of basic information on the
main solution modules and through the
information on the scope of solution in
relation to the coverage of the whole
production flow with the solution. More
detailed information is available in LOGIS
News 1V/2007.

REQUIREMENTS ON THE
PLANNING PROCESS

The requirements on the potential, which
has to be supported by software within
the planning and scheduling process,
were expressed at the very beginning
of the project. In particular the following
requirements were concerned:

1. Ability to produce a quality plan in a

short time and use it for production
management

2. Ability to develop a quality schedule for
steel plant in a short time and apply it to
the production management

3. Ability to re-plan and optimally adapt to
situation changes situation in a short
time

4. Ability to monitor the course of orders
fulfillment

* To identify a potential problem in advance

(delay of orders, overloaded capacities,
missing material etc.)

« To provide information about status of
order planning over all resources

SOLUTION

In order to cover the above-mentioned
requirements on the planning process, the
solution consists of three basic modules,
which are: Metallurgical Production
Planning, Material Allocation and Steel
Plant Scheduling.

A. Metallurgic production
planning

The planning module allows
to create a plan of metallurgic
production. When creating the
plan, one considers for example
the following criteria:

coke plant

* required due date and
volume of orders

« production capacity
constraints

« use of the key production E 1
capacities should be
L BF
maximized
« production of half-finished
items should be minimized
« order lead times should be e
decreased E;—D.
- financial effectiveness of sinter plant

the production should be
increased

i2 Factory Planner is used
as the software module for

TRINECKE ZELEZARNY - Project Schedule

Metallurgic Production
Planning.

- D¢ ing a model of
capacities

- Fetching of bills of material and techno-
logical routings

- Developing a model of material flow of
defined products

- Basic model of planning

- Planning of requirements on the
material

- Planning of production capacities load
- Reflecting the basic limits

ion of
Usertralmng
- Analysis of key processes
- Development of the scope of

solution
- Definition of requirements on
the data

- Assessment of data readiness

- Fetching complete input data for production
ing

- Extending the model of material flow to the
complete production program

- Reflecting production capacities in the plan

- Allocation of stock based on of

of production

Reaching a closed planning cycle:
planni registration of the plan with ERP
- fetching the saved plan and current state

- Reflecting the steel plant schedule

B. Material Allocation

The purpose of the module
is to allocate material for the

material attributes
- Survey of on material
- Reaching a feasible plan of production

of the production process

routine operation

process and its inclusion in the corporate

- Setting a realistic time of delivery
- Transfer of the planning system into the

planning .
planned orders. The material

allocation process takes into
account a number of criteria,

for example:

* Search for optimum
allocation of material
within the technological
procedure — prefered semi-
finished product, alternative
semi-finished product

* Level of the semi-finished

2
. Production planning
. Steel plant scheduling

9 10 1" 12 13

14 \15 16 17

- Developing a schedule model of steel plant at the requested level of detail

- Reflecting the required technological rules

- Fetching the complete input data for the steel plant scheduling

- Harmonization of the plan of metallurgical production with the steel plant schedule
- Transfer of the solution of steel plant scheduling into metallurgical operation

product completion
» Age of material
* Place of storage

* Level of compliance
(perfect / imperfect)

PROJECT SCOPE - production flow coverage
i2 Factory Planner: i2 Material Allocator

LOGIS Caster Scheduler

* Special assessment on the basis of
preferred quality and similarities

« Criteria to be defined by customers

i2 Material Allocator was chosen as the
software module for the Material Allocation
process.

C. Steel Plant Scheduling

The module is intended for generation of a
detailed schedule of the steel plant. When
generating the schedule, the following
tasks are performed amondst others:

» Group orders to heats group heats with
similar qualities

« Eventually use alternative qualities and
alternative technological procedures to
enhance production efficiency

« Consider order priority and due-date to
guarantee high delivery performance
LOGIS Caster Scheduler is used as the

software module for Steel Plant Scheduling
proces.
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Improvement of the delivery performance and operational

excellence by use of the APS system in TRINECKE ZELEZARNY

Bohuslav Sikora, Production Manager

The first half of 2007 was an initial period
of routine operation for the APS system;
it was a phase of debugging and stabili-
zation of the plan. The second half of the
year, which we consider as a period of
full-scope operation was running with the

Growth of the proportion of the
high-grade steel production

2004

2005 2006 2007

Reinforcing bars
B High-grade steel

goal to optimize the whole solution. Ne-
edless to say, we were interested to see
whether our presumptions and expectati-
ons with which we implemented the APS
project would become true, and whether
it was possible to observe the changes
already within several months.

GROWTH OF COMPLEXITY

Before | mention several parameters do-
cumenting the improvements achieved
thanks to operation of our APS system.
| find it important to mention a few facts,
especially some trends typical for our
company in recent years. The first is that
the total volume of orders is increasing,
however the average volume of each or-
der is decreasing — thus the quantity of
various orders for smaller volumes incre-

ases and thereby the complexity and diffi-
culty also increases. The second trend is
that the proportion of high-grade steel pro-
duction on the total production is growing
significantly. Thus the proportion of tech-
nologically more demanding production
is increasing. Both the trends mentioned
above mean an increase of the complexity
in controlling the job order implementati-
on process. If we had continued to apply
our previous system in this situation, such
changes of the product mix would inevi-
tably have reflected in worsening of the
reliability of our deliveries from the point of
view of their lateness and lower producti-
on efficiency. This fact can be also seen in
the diagrams, which show that prior to im-
plementation of the APS system, both the
due-date reliability of deliveries (see the
comparison of the average volume of late
deliveries) and the production efficiency
was worsening year-on-year; the worse-
ning of the production efficiency is shown
in the yearly worsening of the sequential
rate of heats at the steel plant.

IMPROVEMENT OF THE
OPERATIONAL EXCELLENCE

The parameter of the heat sequential rate
is one of the key indicators which reflect
the level of our operational excellence
with which we are able to guarantee our
delivery performance. In other words, this
means whether we pay a lot for our impro-
ved delivery performance or we can ac-
complish it without increase of our costs.
Reducing the parameter of the sequential
rate has a positive impact on the utiliza-
tion of the production plant — the steel
continuous caster - and on the increase
of the economical efficiency of the steel
production. In the diagram we can see
that also in this case the progress during
the year shows a clear trend of improve-
ment when the values at the end of 2007
are lower by 70% on average, compared
to the previous year. Since each tenth of
the reduction of this value means many
tons of steel for which the steel plant work
utilization percentage is increased, it is

Default orders at the end of the month
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clear that each such one tenth stands for
a significant financial value in savings of
the operational costs. Thus the financial
value would be high enough that if this
was to be the only benefit of the project
its ROl would be approximately 2 years.

IMPROVEMENT OF DUE DATE
PERFORMANCE

Improvement of the due date performan-
ce was one of the main objectives of the
APS project. For illustration we will use
a diagram showing the volume of delive-
ries that were delayed by us in individual
months. The diagram shows a significant
improvement in the key rolling mill: while
the average volume of deliveries delay-
ed in 2006 was 3,400 tons, the progress
during this year shows a clear trend of
improvement when the values at the end
of the year are already at the level of less
than half the average of the previous
year. Note: we were even well on the way
to achieve, by the end of 2007, values on

I yearly averages
Il monthly values

the level of only 30% of the average of the
previous year, but the failure of our blast
furnace made the situation rather compli-
cated for us, which adversely influenced
the December values. We consider the
development of the above mentioned pa-
rameters as a convincing proof of the effi-
ciency of our work with the APS system. It
must be clear even to non-specialists that
such values cannot be an accidental phe-
nomenon, which could be explained as a
result of statistical deviation. We are glad
that our delivery performance in times
of increasing complexity the use of APS
system has not decreased but we also
have achieved very interesting improve-
ments. We also consider it important that
the economy is improving; in other words
we can say that improvement of customer
satisfaction is not accomplished at the
cost of increasing costs. On the contra-
ry the costs are decreasing. The accom-
plished improvements are a result of the
growing efficiency of order fulfillment.

APS Project from the Perspective of Production Manager

The project coordinator and the head of the project team on behalf of Tfinecké zelezarny was Mr. Bohuslav Sikora, who, in addition to his obligations related to the project, was performing also his
basic job of a manager of the operative production management for the whole period of time. We asked Mr. Sikora a few questions on the project theme.

1. How was the idea to use APS technology in our company born?
What preceded this project?

We belong to companies that work hard on themselves. We want to get a
stronger position on the markets, which are more demanding in terms of sup-
ply qualification. Hence we develop a strategy that simply cannot do without
investments into technologies, management or people.

The idea of increasing the supply qualification through the use of results
achieved by improvement of the operation excellence is very
close to us. If we manage to react fluently to changes of re-
quirements by fast finding of the best solution, then we may
supply our products to our ever more demanding customers
faster, more reliably, flexibly and also for the good price. The
high supply qualification, however, must not be connected with
growth of costs, and this may be achieved only by those, who
develop the ability to manage their process of order realization
more effectively than their rivals.

It naturally occurs to you that you have efficient and skilled
employees so why to spend money and buy software and
consultations, why not to try it on your own. The fact is that
we know the best what limits we encounter during the real-

ization of orders and what is their importance, we dispose of Bohuslav Sikora
Production Manager

a quite strong information system, it would be certainly nice
to have the relevant software only for ourselves and be able
to outrun our competitors. However, the advanced planning
technologies can not be developed through the same developing tools as usual
transaction corporate applications. Also the required skills of developers are
different. You encounter words like optimisation, constraint programming and
likewise and you do not know, which way to take. In the past, for example a
number of teams, both internal and external ones, tried to solve the problem
of the steel works schedule setting; none of the attempts was successful. We
realized that what we needed was to feature the process, not the ability to
set up the software of APS class. And as we arrived at the conclusion that it
was impossible to reach any more significant improvements of the process
of order fulfilment without application of APS/SCM software, it was clear that
we could not do without investments into this area. For that matter, so far |
do not know anyone, who would be able to achieve anything valuable in this
field quite independently.

2. How was the solution selected?

Our effort for improvement of the system of metallurgical production man-
agement through technologies of advances planning and scheduling dates
a number of years back. As early as at the turn of millennium, we decided
to implement such a project as we were offered the implementation of SAP
APO as a part of migration to SAP R/3. It was supposed to be a pilot project,

the offer was very advantageous also in terms of price. However, we did not
manage to implement the project. We had been working hard for approx. 4
year before we came to the conclusion that it was not possible to complete
this project in such an extent. The combination of qualities of implemented
software and the abilities of supplier was far from sufficient to achieve a
result usable for us.

We were frankly trying hard the whole time. We

With the experience from the first attempt, we were able, together with the
implementation supplier, to define the assignment as early as at the project
commencement, with great accuracy of the target requirements. Even though
we had actually experienced an unsuccessful project, we did not allow to for-
give our demands for this reason. We were preparing the assignment together
with our supplier. The assignment prepared in this way then became a part
of the contract and | believe it was of a good quality — none of its essential

devoted really considerable effort to our first at-
tempt. If you are concerned with
something and the things are not
going well, you try to find out why.
Therefore we visited other steel
works in the whole Europe to find

Due to our APS system we are able to specify
comprehensible instructions on a daily basis, the
fulfillment of which results in high operating efficiency
of the process of fulfillment of orders in production.

points had to be revised in the course of the proj-
ect. Also thanks to this fact, our relationships with
the supplier could be transparent, which certainly
positively affected the success of the project.

The assignment was corrected and specified later

Bohuslav Sikora on during implementation, but definitely not in its

out, where they had got, how they
had reached that and where we were making mistakes. We
learnt in this way that the solution we had “dreamt about”, the
integrated solution of planning and scheduling of metallurgical
production that would allow us to compile plans and schedules
of such quality that we would be able to take advantage of
them within the real management of the company, is far from
being a usual software even of the strongest steel works.
At some places,
they have a cer-
tain support of
scheduling, in
particular as concerns final mills,
at others, they have a more de-
tailed planning process, but we
could not find a fully integrated
planning and scheduling as areal
tool of effective management, of
which we would say “yes, that's
it, we'll try this too”, actually with
no one.

When we terminated the APO
project as a not feasible, it did not
mean we gave up our vision of
improving the operation excellence through technologies of advanced plan-
ning and scheduling. We organized a new tender, went through new reference
visits and our selection this time was strictly subject to the highest quality and
certainty of the result. We were looking for a supplier where we could see
physical results, where we would feel that realization our requirements would
be connected with the least possible level of improvisation for him.

3. How was the assignment of such a complex project developed?

essential features, rather certain modifications
and amendments to the assignment were concerned. The supplier of the
solution was very open to changes, which allowed us to achieve really very
valuable results.

4. What would you mention on the project schedule (timetable)?

It is exceptionally demanding to prepare a quality schedule of such a project.
If the schedule is too optimistic, people are not successful in meeting the

provisional objectives. They know that even if they work very hard, they will
still not manage to keep the terms. In such a situation, the team performance
is not optimal. This will be necessarily reflected in the achieved results. The
similar danger rests in a too loose schedule. The project becomes not only
more expensive as the time necessary for intensive support by the supplier
is getting longer, but when it is obvious that there is “enough time” for meet-
ing the tasks, a problem emerges how to heat the team up to the working

temperature and keep it, how to reach permanently continued on page 8
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ZDAS Increases Operating Effectiveness
by application of APS technologies

continued from page 2
sist for example on the continuous reporting
of operations and we explain to the people
how important is current information for the
company management.

We asked the General Manager, Ing. Miro-
slav Sabart, to provide us with a short sum-
mary of the APS project:
“Using the system APS
i2 Factory Planner, we're
able to cope better with or-
der fulfiment as their vo-
lume grows without impai-
ring our deadline delivery
performance. We’re able
to work more effectively
and react more sensitive-
ly to changes of situation
by rapidly finding the op-
timum solution. i2 Factory
Planner is a tool, which
allows us to permanently
improve the parameters

of our own operating effectiveness and to
rely on the achieved results when improving
the satisfaction of our customers. The APS
i2 Factory Planner system is a very stable
one. There are no problems with the reliabi-
lity of its operation.”

WALTER ENGINES Fly on the Wings of APS

continued from page 4

for higher performance. In terms of the
quality and effectiveness of management
of the main company process, | see a
great difference between our business
,before* and ,after’ the implementation
of APS i2 Factory Planner.” As concerns
assessment of the suppliers, Vice-chair-
man of the Board of Directors, Ing. Vaclav
Havlan, takes the floor again: “i2 Factory
Planner from i2 Technologies is certainly
an excellent product of world standard but
without the knowledge and experience of
the supplier, it wouldn’t have been pos-
sible to achieve the said project results.
These skills are far from being limited to
the knowledge of the APS system, for that
matter, we consider the good knowledge
of one’s own production to be a matter of
course. What we particularly appreciate
with LOGIS is the fact that this company
manages to combine the business tar-
gets of its clients with the services and

technologies it provides and the level of
sovereignty, with which it takes bearings
in a specific business situation.”

APS Project from the Perspective of Production Manager

continued from page 7
good team performance.

As concerns our schedule, it was set up quite
optimistically. This does not concern the initial
stages of the project that much, in particular
BR1 and BR2. In the next stages of the proj-
ect, the optimism of time assumptions started
to show up, mostly in the final stages BR4 and
BR5. If somebody plans to follow us with a
similar project, | recommend not to stress the
time to the supplier too much but rather focus
to the results. Remember that this is a type of
project, where you will probably sweat more
than your supplier. And those suppliers who
will tell you something else either do not know
what they are talking about or their solution
is probably not the right one.

5. What are the “critical aspects” of such
projects in your opinion?

| have mentioned a few of them above. What
| consider worth mentioning is the difference
between implementation of the APS/SCM
project in comparison with, for example, ERP
implementation. If you are selecting an ERP
system today, you will probably find several
products that may suit you and in addition,
most of these products will be connected
with several eventual suppliers. The execu-
tion of a successful implementation is not
considered anything exceptional either. Many
suppliers are today able to deliver ERP and
hence the companies may concentrate more
on looking for the lowest quotation. In the
world of advanced planning technologies, it
is different. | believe such a project may not
be implemented successfully unless the soft-
ware you wish to implement is not excellent
and unless your supplier has a really strong
and experienced team. Suppliers, who do not
have enough experience, easily offer, in good

faith, too short terms of implementation and a
too low work consumption and hence also the
price of implementation. For the one selecting
the solution, the decision-making is very dif-
ficult as the vision of low price and fast result
or even low work demand is naturally very
tempting. In relation to this, the famous “l am
not that rich to afford to buy cheap things”
comes back to me — | believe that this say-
ing absolutely fit to projects of this type. The
defence of selection a such an offer requires
not only good orientation within the problem
by also a certain level of personal courage.
Perhaps this is why there are still so few
really successful APS projects.

When | think about our project, | consider
as the most important fact that we man-
aged to establish a real partnership with
our supplier. We were demanding on each
other but in the same time, we sympathized
with each other. It was clear to both sides
that the highest value we want to achieve
is the result of the project. When we were
not doing well on our side, the supplier tried
to help us and we were also willing to look
for alternative ways to the objective if the
direction we had formally followed seemed
to be hardly feasible for the supplier. Even
under a strong pressure of deadlines and
with very hard work of people in the teams,
we created an environment of great trust.
One does not manage this at all times and
| think it very positively affected the very
successful result of the project.

6. What does your cooperation with the
supplier look like following the routine
operation commencement?

| am glad to say that we were lucky when
we were selecting the supplier. In the course
of the project, we did not mutually excused

anything with the supplier but it was clear
on both sides that everything was subject to
one thing — successful result of the project.
| very appreciate the fact that it was clearly
visible how important it was for the supplier
to fulfil the assignment in its full extent and
complete all the agreed functions. Our sup-
plier never misused any specific situation,
any of our hesitations concerning the project
in order to make his life simpler.

Even now, after go-live, our cooperation
is still very good. The supplier operatively,
promptly and in high quality reacts to all
non-standards conditions emerged in the
course of the operation. He also heads the
problems. Simultaneously with adjustment
and fixing of functions, we started a process
of the solution improvement in terms of
implementing the newly emerging require-
ments initiated by further experience from
daily usage of the solution.

7. How is the change in planning before the
project and after it shown?

Our today’s planning allows us to react to
development of requirements much more
sensitively and in a more complex way than
before. Today, we confirm the terms of delivery,
which we formally confirm for months, for a
specific day. All orders entering the system
are verified in terms of their time feasibility.
The whole process of order fulfilment is under
continuous control and we react to any of its
deviations by an update of the plan and sched-
ule. Hence every day, we are able to determine
clear instructions, the meeting of which result
in high operation excellence of the process of
order fulfilment in the production.

These days, the stage of adjustment and
improving the quality of the whole solution is

carried out. The initiator of the improvement
process is the specific knowledge from the
practical use of the solution and require-
ments of internal customers of subsequent
processes. In the same time, the results of
the plan are delivered to the ERP system and
there they are available to a wide spectrum of
users in the whole company.

8. Is your opinion of APS technologies
and the option or suitability of their ap-
plication with steel producers different
in anything if you compare your original
ideas and expectations with the final
experience?

| am glad that our second project confirmed
that the technology of advanced planning
really may be an exceptionally effective tool.
However, as with any tool, the use of its
potential depends on the people working with
the tool. It would be a mistake to anticipate the
APS/SCM technologies are powerful to such
an extent that they can do without people.
Hence if you want to have better results in the
filed of operation excellence and better stan-
dard of customer services, only the “magical”
technologies will not be enough. You cannot do
without people who understand the objective
and accept reaching of better results as their
task. Without such devoted people, who are
willing to accept changes in the work and who
together change the relevant corporate pro-
cesses, you will not solve anything. This does
not reduce the importance of APS technolo-
gies and their suppliers and implementators in
my eyes, it's rather the other way round. | can
see that good APS technology may definitely
be a very good, strong and effective tool, how-
ever, everyone has to realize that success
is far from being only a matter of quality of
these technologies.

APS Projects — Driving Force of
Business Effectiveness Growth

continued from page 1

APS/SCM projects have proved a high added
value in a number of businesses combined
with an attractive investment return. And this
is a strong advantage.

The good news is that we no longer have to
look abroad, to the environment of top world
economies, to find examples of successful
APS implementations. We are pleased that,
together with a number of our clients, we have
proved that high work effectiveness is not just
a matter of businesses from the USA, Japan
or Western Europe but that also our busi-
nesses, businesses of the Central European
region working in an environment still coping
with the burden of the past, are able, through
improvement of managerial effectiveness, to
reach results, which take them to the leading
positions in their field.

Ten years of effort in the field of advanced
planning have not only brought success to our
clients but we have gone a long way oursel-
ves in terms of the ability and effectiveness of
realization of APS technology implementation.
We have built a strong expert team, gained a
great deal of experience, developed effective
methods and procedures, coped with the ne-
cessary technologies, mastered the thinking

aimed at increased performance of the busi-
ness and we count successfully implemented
projects in dozens. Last year, we were very
pleased with the recognition we obtained on
an international level when the project of APS
implementation in Trinecké Zelezarny not only
obtained the title of IT Project of the Year in the
Czech Republic but was the only European
project in the manufacturing category to be
granted the title of Laureate in the competition
titted Computerworld Honors Program. Our
projects regularly bring significant benefit to
our clients. We have devoted this issue almost
exclusively to articles, which bring informati-
on on some of the projects implemented by
LOGIS. You can find opinions of the leading
personalities of our business sphere and top
business managers, information on the cour-
se of the projects including the schedule, in-
formation on the achieved results and many
other interesting facts. We express our thanks
to our clients for their willingness to share their
own experience as well as opinions with you,
our readers, and for their willingness to pub-
lish certain information related to these inte-
resting projects.

Dalibor Konvicka, General Manager, LOGIS

LOGIS use highest-rating
APS/SCM technology

AMR Research is an independent
expert research company. Every
year, AMR publish 25 scales of the
most valuable SCM projects (TOP 25
Supply Chain). Latest results imply
that the most frequently used soft-
ware technologies are products of i2
Technologies. First 14 companies of
15 evaluated as the best of 2006 are
i2 Technologies customers.

source: AMR, i2 Technologies

SUPPLY CHAIN

APS/SCM Alliance of
LOGIS and IBM brings the
success

Projects realised by IBM and LOGIS
alliance cooperation declare very well
results. This issue of LOGIS News
introduces the projects in TRINECKE
ZELEZARNY and ZDAS.

2N LOGIS

ALLIANCE

Prestigious honors of project

Project ,Advanced Planning of Metallurgic
Production in TRINECKE ZELEZARNY' has
became not only the IT Project of year 2006 but
was nominated to the world competition ,The
Computerworld Honors Program* honored the
best IT projects worldwide. We are pleased, that
this product comes through the international
competition very well. The project, as only one
European project in category “Manufacturing”,
was recognized as a “Laureate” (Washington,
D.C., 4th June 2007).

THE COMPUTERWORLD
HONORS PROGRAM

LI NSNS

Occasional news edited by company LOGIS,
focused on Advanced Planning Technologies
and their practical application at industrial
companies

LOGIS is a supplier of expertise services and
information technologies focused on improving of
business management and competitiveness. The
deliveries are executed in the form of projects
aiming atimprovement of management effective-
ness and development of business success at
the customers* businesses.

Within the framework of their solutions, LOGIS
applies advanced managing and planning meth-
ods and procedures (so-called best practices),
including high-performance information technolo-
gies in the field of Supply Chain Management
(SCM) and Advanced Planning and Scheduling
(APS). The ERP category systems are also ap-
plied to support the goal achievement. The used
technologies are either proprietary or from i2
Technologies (LOGIS is an authorized distributor
of i2). The company has over 60 clients in more
then 25 countries worldwide.
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