Sourcing Group - Scope

e Sourcing group: Telecommunications

* Objective: Contribute to Kellogg Russia
growth goals by sustaining 4,5% return in
savings

e Strategy: Leverage

e Spend & volume: 14 000 000 rub

 Supplier landscape: Rostelecom, TTK,
Vympelcom, MTS, Megafon, Orange,
Intercall, AT&T

e Gemstone left or right: left

e Timeframe: 3 years



Profile The Sourcing Group

CHARACTERIZE THE
SG
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Purchasing
Process

Constraints/

Restricts Opportunity

Price

Business Requirements



Primary Area of Focus

28% Of
Managed
Spend

Secondary Area of Focus

Mobile telecom
Audioconf

Landline telecom:
local/regional calls

Landline telecom:
intercity/

international calls

Explore Alternate Solutions

Continuous
Improvement

Special Efforts

Policy for
Mobile and
Landline
telecom

Resource

Supplier Risk
Aversion

Right size
the supply

Constraint

Supplier
consolidation

base




Supplier Categorization THE STRATEGY FOUNDATION
High LEFT HAND SIDE RIGHT HAND SIDE
Leverage Strategic

Business
Impact

Low

Mobile telecom

Landline telecom:

maximise supply performance; close
suppt ent

intercity/
international calls

Audioconf

ottleneck

Internet

Landline telecom:
loca/regional calls

simplify/ minimise involvement ensure supply security & quality

4— Supply Market _> High

Complexity



SG Porter’s 3 Forces

SUPPLY MARKET COMPLEXITY ANALYSIS

Supplier Bargaining Power

Vendors tend to offer
differentiated services
integrated into customer’s
internal processes to move
from competition zone to
monopoly zone.

Vendor migration requires
great efforts, siginificant one
time expenses and means
temporary discomfort or for
clients

High
Moderate
Low

4 K

Potential Entrants - Scope

High
Moderate
Low

Digital landline telecom,
cellular and landline systems
intergration, mobile intercity
calls via landline telecom,
Skype vs landline telecom,
right proportion of
cellular/landline calls, aerial
telecom vs landline
Internet/VPN, Private VPN
via Public Internet)

Industry Competitors

Monopoly of

RosTeleCom for

underground High
mains providing Moderate
best telecom Low

service level holds
driving cost down

Intensity of Rivalry

Government licences and
significant capital
requirements needed

to start business

Large spend of service
consumption represents
long-term revenue growth for

High

Low

Substitutes - Scope

Moderate /

suppliers
High
Moderate
Low

Buyer Bargaining Power
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Low % supplier’s business
Kellogg can change easily
Many other approved suppliers
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Kellogg cannot change supplier easily
Preferred supplier status




Strategy Dashboard - Primary Area Of Focus
KSS Gemstone - Leverage & Non Critical
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KSS — Follow Seven Step Plan for Strategic
Sourcing

6.

Implement
and Manage
Supplier(s)

3.
Generate a
Supplier
Portfolio

4

- 5
Select an

Select and
Negotiate with
Supplier(s)

1.
Profile

the Sourcing
Group

2,
Develop a
Sourcing
Strategy

7.
Develop
Relationship




Staircase Strategy
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roup: Landline

Strategy: Use competitive bidding;

- Pool volume across business units
Cost Saving: 250 000rub

Time: May2012
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scope LL Telecom from all

quality dendors

Kellogg Rugsian locations,
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Implementation
Stakeholder Mapping

(3) Alex Kutyreff - Finance
Director

(6) Elena Alexandrova -
Commercial Director

(21) llya Filipson- IT Director

(24) Andrew Burns —
REM Procurement
Manager

(25) Sergey Borisenko — Head of
Procurement

(22) Dmitry Kirsanov —
Financial Controller

(25) Vadim Sapunov — Tax
Manager

(26) Dariya Fedoseeva —
Legal




Implementation Stakeholder
Engagement Matrix

Influence on Strategic Sourcing
Program Success

strategy, before moving to implementation stage.
Important to identify ‘unaware’, ‘unconvinced’ and ‘neutral’

Core Team & Leadership must fully endorse and champion sourcing

stakeholders and work, in collaboration, to move into champion zone

Function

Support for the Strategic Sourcing Program

‘Neutral’

‘Champion’




Sourcing Group

APPENDIX



