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SAP for mid-size manufacturers

Business growth in a global economy.

“The rapidly growing emerging economies provide a huge opportunity for UK
manufacturing. Growth can be achieved on an unprecedented scale for

manufacturers who can identify the opportunities, understand their core
capabilities, work hard to nurture them, who are able and adept to fully
understand the rapidly evolving international marketplace.” BDO
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Whilst the 2009 economic downturn hit the service industries hard, for
manufacturers here in the UK, recessionary pressures were hardly a new
phenomenon. The rise of the emerging economies - rich in both labour and
resource - combined with a strong pound, has seen manufacturing output
decline for many years.

Fortunately, 2010 proved to be a more positive year for beleaguered
manufacturers - with the sector recording robust growth of 3.6%. And the
spike recorded in January looks set to continue - with a CBI survey pointing

“There is now a chorus of
agreement that UK
manufacturing’s greatest
opportunities lie East”.

to “strong orders growth, particularly from abroad”. Exports to the European
Union rose by 5.2% while sales to China jumped by 12%. Despite this, some
caution still remains with David Kern, chief economist at the British
Chambers of Commerce, warning that the strong figures should not lead to
complacency. He said: “The UK's economic background will remain uncertain
for some time, which is why the recovery in manufacturing must be supported”.

4 Emerging Trends for Emerging Markets:

“There are fantastic An area on which everyone seems to agree is that of the opportunities

opportunities for growth
in countries like China

and India”.
Ll
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presented to British manufacturing in the emerging economies, with the
Head of Manufacturing at Barclays saying: “There is now a chorus of
agreement that UK manufacturing’s greatest opportunities lie East. With the
Prime Minister’s trade mission to India, there should be further impetus for any
= g g and every company making goods in Britain to at least explore whether their
E_ﬁ = products have a market in Asia.”

This view is echoed by many other commentators - with BDO quoted in a
recent FT article saying “Of particular note is opportunity in the emerging
economies. There are fantastic opportunities for growth in other countries like
China and India.”

1 Tapping into a Global Market:

As we start to address both the challenges and opportunities presented to us
in 2011 and beyond, how can British manufacturers position themselves not
only to capitalise on domestic market opportunity, but look ahead to
priming operations to take advantage of demand in the emerging
economies? Whether through sourcing raw material, shifting production
plants or joining the growing trend toward the trade of British manufactured
goods in the eastern economies - what can companies do to ensure a
readiness for business on a global scale?

4 Supporting global expansion with SAP for mid-
sized manufacturers:

This case study highlights the experiences of two global manufacturing
companies who are using SAP to manage their international business

SAP for mid-size manufacturers. Business growth in a global economy Page 2 of 10
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operations. Despite SAP’s reputation for driving ‘big business’, SAP also
offers solutions that suit the scale - and the budget - of mid-size businesses.
In fact, almost 70% of SAP’s very sizeable customer base fits this profile.
And with SAP providing the backbone to many thousands of mid-sized
manufacturing organisations, the solution can be found accommodating a
wide range of business functions and processes that are at the foundation of
international success.

The first company we explore is XP plc - a £70 million provider of power

supply solutions, supplying a worldwide market from sales offices across
Europe, the USA and the Far East, with manufacturing facilities in China

and Taiwan.

The second, SPP Pumps, are a £80 million subsidiary of Indian conglomerate
KBL. With a 300 strong workforce, the company produce a range of custom-
engineered industrial pumps from facilities here in the UK which are
distributed to a global customer base.

Each of these companies is a success story in its own right, supplying a
range of engineer-to-order and stock-to-order products to global customers.
In these case studies we explore their use of SAP to support their global
businesses - bringing control, efficiency and insight to across their entire
operations.

XP plc

XP's story began in 1990 as a UK distributor of
electronic power devices. Today, the
business has transformed into a highly
successful manufacturer of power supply

R

solutions - providing over 5,000 stock and
custom engineered solutions to industries that
include medical, defence, avionics and felecommunications.

A constituent of the London Stock Exchange, the decision to
manufacture their own products has paid dividends — with their
fransformation into an in-house manufacturer finding favour with many
City analysts. The Investors Chronicle recently singled out the firm,
saying “Investors Chronicle has been a big fan of XP Power for some
time. The benefits of in-house manufacturing show through clearly in
the latest results: gross margins are up, demand from western
customers is recovering and there's increasing demand for smaller,
more efficient and green power controls.”

Anne Honeyman, Operations Director of XP Power has been with the
company since 2003. During her tenure she has overseen the
replacement of several disparate systems in place at the company’s

SAP for mid-size manufacturers. Business growth in a global economy Page 3 of 10
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“SAP has allowed us to
reduce many labour
intensive tasks...”
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“ ... month-end
reporting decreased
from 18 days to 5...”
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SAP for mid-size manufacturers. Business growth in a global economy

international offices, with the implementation of a single SAP solution.
The ratfionale behind this decision was borne out of several frustrations:

XP had grown both organically and by acquisition — resulting in a
proliferation of different systems and a high administrative burden on
the staff in XP. Anne says “Because the computer systems in each
international office were different we had to effect a dual-entry
process on all orders - one for each local system and again into the
head office system. Working in a global market also meant additional
administrative burden for the finance function - with currency
exchange being a particular headache and management of the
various international taxation regimes adding further complexity”.

Adding to the pressures of regulatory and currency exchange, was a
lack of automation in many sales and operational processes. Many of
XP's processes were maintained by spreadsheet — meaning pricing
policies could be overridden and information for sales and stock
confrol lacking real-time visibility.

To resolve these issues, the business implemented a group-wide SAP
solution across the regional sales offices of XP - with the goal of bringing
order and control to the company’s operational processes. As a mid-
size company, XP selected SAP’s solution for the mid-market — SAP
Business All-in-One.

The solution is pre-configured with many of the best practice process
and control mechanisms required by mid-market manufacturers —
meaning a faster implementation and a significantly lower price tag.
Anne said “Having taken a close look at SAP we decided that their
track-record in manufacturing would help ensure a long-term solution
for the business which could comfortably accommodate further
business growth.”

The system went live in 2006 and today helps XP to manage business
operations across 8 international sites. Anne says “The system has
proved very effective. At the time of implementing SAP we took an
opportunity to reorganise the business and implement a number of
new processes for which SAP is providing an effective management
fool”.

Some of the benefits cited by Anne and her team include:

I Improved Business Planning and Decision-Making: With SAP
providing the backbone to their business operations, the team can
examine in-depth information by region, by country, by product
line and by salesperson — helping both their long and short-term
business and capacity planning, and delivering an instant picture
across global business and financial activities.

Page 4 of 10
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“SAP has enabled XP to
reduce headcount in the

warehouse by some
50%...”
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I Fast, reliable month-end reporting: By implementing a variety
of business process improvements and by managing financial and
business information within a single source - month-end reporting
has decreased from 18 days to 5. With information now entered
only once - according to XP's strict in-built process controls -
financial reconciliation is both fast and accurate.

I Efficiency Savings: Moving from multiple systems has saved on
administration in many areas of the business. Because dual-entry
order processing has been phased out, the tfeam at XP can now
use this time more effectively to concentrate on value-added
activities.

I Smoother Warehouse Operations: The pick and pack process
benefits from improved automation - and stock checks are now
completed more quickly. These improvements have enabled XP o
reduce headcount in the warehouse by some 50% and an
improved inventory accuracy means the team receive timely alerts
for stock reordering.

I Improved profitability: Global costs and price lists are tightly
conftrolled within SAP - ensuring products are supplied at the right
price wherever they are sold. By integrating this functionality into
the core system the team can now access readily available
information on margins and working capital. What's more, with the
advent of integrated currency calculations, fluctuations can be
recorded - thereby making profitability analysis more reliable.

Rebecca Asquith, XP's Customer Service Manager, is responsible for
the day-to-day operations in running the SAP system. She says: “SAP
has allowed us to reduce many labour intensive tasks such as
maintaining independent price lists and manually converting
currencies. We are now in a position to deliver better insight to the
business based on information that's up-to-date, error-free and
complete”.

In terms of advice for companies seeking to implement a new group-
wide business solution Anne says: “We feel the decision to move to SAP
was absolutely right for XP and we engage with Invenio to help us
maintain and develop the system so we can ensure that it keeps on
meeting our needs as the business develops.”

Rebecca adds “We don’t have the luxury of a large in-house IT team
and so look to Invenio to help us maintain the system. As a mid-market
company, it's important to find a provider who can offer the right level
of support to ensure that any initial benefits realised can be built upon
as the business evolves”.

SAP for mid-size manufacturers. Business growth in a global economy Page 5 of 10
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“Companies that are seeking to

develop new service lines or

explore new markets will find

that SAP gives them the scope
and the flexibility to do this”.

SAP for mid-size manufacturers. Business growth in a global economy
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XP's business operations are currently enjoying the fruits of a successful
2010. The first half of 2010 has seen XP realise “record” order books —
with broking firm Investec reporting expectations of arise in turnover
from £67.3m to £82.2m - and normalised profits advancing from £8.7m
to £13.9m. These figures far outstrip the growth expectations for the
manufacturing industry as a whole, setting XP on the path for a great
2011.

To maintain this growth, the company have recently acquired land in
Vietnam for additional production facilities, and they are looking for
new markets in which to provide their products - helping fo cement
their position as one of the world’s foremost providers of electronic
power solutions.

SPP is a multi-award winning engineering
firm who design and manufacture industrial Enn
pumps for a global client base. With a

heritage that dates back to 1875, they are

leaders in the field of custom-made
centrifugal pumps. SPP equipment is found across all continents -
covering a diverse range of industries including oil and gas production,
water and waste, power generation, construction, mines and large
industrial plants.

In 2003, SPP’'s industry reputation, combined with a workforce of high
skilled engineers atftracted the attentions of KBL - a $1.2bn industrial
group, founded in India in 1888. SPP had contracted KBL to produce a
range of standard manufactured products whilst retaining a UK-based
engineering workforce to maintain competitive advantage through
the UK’s reputation for producing high-quality precision engineered
products. KBL saw the acquisition as an opportunity to expand their
presence in an international market and, with a firmly established
market in the Far East, could enable SPP to further expand into the
Asian economies. Since then, SPP has gone from strength to strength -

with the firm doubling in both size and profitability over the past 4 years.

In 2008, SPP decided to replace their 20 year old system with a modern
ERP solution. Graham Terry, SPP’s Director and General Manager said
“The age of the system we had meant limited capabilities to support
an evolving business model”. He added: “SPP is a complex business
dealing with both standard products and highly engineered-to-order
products in small batch quantities. We also operate a global field
service and refurbishment operation and so the system had to be able
fo cope with these highly complex international demands”.

Page 6 of 10
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“A very significant
advantage of deploying SAP
is that it can adapt to our
growth plans.”

“With SAP we can effect
major international
expansion without having
to increase operational
headcount...”
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Having reviewed many business solutions, the team at SPP opted for
SAP to support their business. Graham said: “The team at SPP Pumps
felt that deploying an SAP system would be the most appropriate
option.” He continues “Despite our size, it was clear that the business
required a tier-one system to accommodate both the sophisticated
nature of our business and our international growth plans”.

SPP's SAP system went live in September 2008. Graham says “We found
it remarkable that even with a brand new system that included very
significant business process transformation there was little disruption to
our day-to-day business”. This view was echoed by Damian Hudson, IT
Manager for SPP, who added “Although the old system was very stable
the SAP implementation quickly proved to be equally so — and it is
much easier fo manage from an IT perspective”.

Despite initial reservations about the perceived complexity of using SAP
to support a mid-market operation, the feam at SPP have found it a
perfect fit for their business. Graham says “SAP offers almost unlimited
flexibility in terms of development scope - but we maintained a clear
focus on configuring a system that was right for us as a business. Of
course, a very significant advantage of deploying an SAP solution is
that it can adapt to our growth plans going forward — if SPP want to
change direction, expand or diversify into new areas, we now have a
business system that allows us to do that”.

Now the core system has been operational for 18 months, the team are
busy assessing the wider impact SAP can have on developing the
business going forward. In terms of benefits realised from the system
today, the team cite a number of improvements which will be used as
a springboard to further develop their solution in years to come:

I Improved Financial Processes: “Our payment processes are
fully automated - helping to improve supplier relationships and
reduce costs on a variety of office consumables. Electronic
banking adds to our process efficiencies and ensures an accurate
picture on business liquidity. Availability of up-to-date financial
information combined with extensive reporting and drill-down
capability means a fast, comprehensive view of what’s happening
across our enfire operation”.

I Improved IT Management: “Having a modern system from a
market leader means complete confidence that any future
business development plans can be easily accommodated. We
also benefit from lower running costs - configuration changes are
minimal, the user interface is easy to work with and embedded
best practice means a system that is easy to maintain. The day to
day administration functions are also very easy to work with —
which is great if you only have a small IT team in place”.

Page 7 of 10
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“SAP’s user interface is easy
to work with and embedded

best practice means a
system that is easy to
maintain”.

I Improved Business Planning: “SAP is pivotal in helping to
implement our growth plans. As the central platform for business
management, the information we add in now will make the
difference in the longer term. A clear - and often overlooked -
benefit of SAP is its potential; we can confidently plan our future
knowing we have the supporting systems in place to facilitate
international growth™.

I Improved productivity and expansion without adding extra
headcount: “The business already operates on a lean, optimised
workforce and the implementation of SAP means that we can now
effect major international expansion without having to increase
operational headcount to cope with the additional volume of
work. This effectively means we could double our output without
increasing staff levels - ultimately driving an increase in profitability
across the business”.

With SAP now providing their operational backbone the team is now
focused on growing the business. Graham says “Despite the downturn,
2010 was an enormously successful year for SPP — our international
business in the Far East and the Americas is undergoing rapid
expansion, and orders from the European markets have risen thanks in
part to very competitive exchange rates”.

The company intend fo capitalise on this growth in 2011 and develop
new lines of business — aided by their investment in SAP. Graham says
"Our order book is already looking very healthy for 2011 and we are
looking to complement this growth by increasing revenues from our
refurbishment and energy saving service portfolios. SAP is core to
developing these lines of business and we are now exploring options
that will allow us to deliver SAP through handheld devices to our field
services department.”

In ferms of advice for companies seeking to implement a new group-
wide business solution Graham says: “A defining characteristic of SAP is
that it supports a global, growing business. Companies that are
seeking to develop new service lines or explore new markets will find
that SAP gives them the scope and the flexibility to do this. Finding the
right implementation partner — someone who really understands your
business and the challenges associated with mid-market - is also crucial
to the success of the project”.

Graham concludes: “We found that Invenio offered the right
understanding of our business needs and were able to translate these
into system processes so that the business is fully supported at the back-
end. This enables us to focus on growing the business without having to
worry whether our systems can support any future business expansion
plans”.

SAP for mid-size manufacturers. Business growth in a global economy Page 8 of 10
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The global economy has seen countries including China, India and Brazil
joining the ranks of the traditional economic powerhouses - both here in the
UK and across Europe, North America and Japan.

These countries are the destination - and source - of massive global
investment. With this comes both opportunity and challenge for the British
manufacturer. In today’s market it is about seeing globalisation as a way to
thrive and to find success in new markets not previously foreseen. What will
separate those who simply survive from those who will thrive is a
commitment to innovation and business change in order to support
expansion into new markets and product lines. For success, these changes
require the implementation of a solid, robust international business solution,
backed by a trusted partner who can to help translate these challenges to
opportunities.

For those mid-market manufacturers who embrace global expansion as part
of their growth strategy, it can often be a struggle to source a good
international software solutions partner that will ensure stable systems for
round-the-clock business operations. Global operations — whatever their
size - need systems support across extended time zones - something which
has traditionally only been available for large corporates whose budget can
command extended support services from a global services partner.

Unfortunately, many mid-size manufacturers that seek this kind of extended
support find that the vast majority of UK-based software resellers will
restrict services to traditional UK office hours - or simply charge excessive
fees for ‘out of hours’ support. At Invenio, we have teams of implementation
and support specialists here in the UK, North America, Mauritius and in
India supporting UK, Continental Europe, Asia Pacific, Africa and the
Americas - meaning that businesses who span multiple markets, cultures
and cross-border operations get cost-effective support whenever - and
wherever - it is needed.

With a team that specialises in providing global SAP solutions to mid-
market manufacturers, Invenio can help you:

| Leverage best-in-class technology to accommodate a rapidly evolving
business model and respond to changing business conditions and global
challenges.

| Provide you with country specific business knowledge, help meet
statutory and regulatory requirements and procure local language

solutions.

| Help you implement solutions that manage resources on an
international scale for improved business visibility and efficiency.

SAP for mid-size manufacturers. Business growth in a global economy Page 9 of 10
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Streamline global operations across finance, logistics, production, sales

and service for increased profitability and business success.

Provide a single view of global operations, including finance, stock and

inter-company transactions.

SAP for mid-size manufacturers. Business growth in a global economy

To hear more about the work we are doing with British manufacturers, or to
find out how we can help your business succeed on a global stage, please
call us on +44 (0)330 440 1800 or email info@invenio-solutions.com. (k=

Invenio Business Solutions Limited
Regus House 400,

Thames Valley Business Park
Reading, Berkshire

RG6 1PT

t: +44 (0)330 440 1800

Invenio Business Solutions PVT
809 - 810, Trade World 'B' Wing,
Kamala Mills

Lower Parel

Mumbai 400 013

t +91 (0) 22 6604 4999

Invenio Business Solutions PVT
608 Mahatta Tower,

Janakpuri, B-Block,

New Delhi-58

t:+91 (0)11 4551 3995

Invenio Business Solutions Inc.
Parkway Place

251 Consumers Road, 12th Floor
Toronto

ON M2J 4R3

t.+1416 907 5784

Invenio Business Solutions Ltd
c/o BDO, DCDM Building,

10 Frere Félix de Valois Street,
Port Louis,

Mauritius

t. +230 (0)202 3000

e: info@invenio-solutions.com
W: www.invenio-solutions.com
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