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AGENDA

School Specialty Overview
Problem we were attempting to solve

Approach we took
A Strategic Master Plan
ADistribution Network Analysis
AWMS Selection & Implementation
A Storage Type Analysis & Automation Evaluation
AFacility Design & Layout to Mitigate Risk
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Introductions

Joe Geltz Michael Wohlwend Scott Lee

SVP Supply Chain Managing Principal CEO
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Midwest Telephone { T PORTIME
Supply merges with Created Educational L Offering more than
Valley School and Distributors of Acquired 18 new school 100,000 products
Founded Office Supplies, America Corporation supply-related companies, Launched and specialized
as Midwest keeping the to better facilitate including Childcraft, propriety brand, services for the
Telephone Supply Midwest name growth and offerings Sax Arts and Sportime School Smart education industry
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Incorporation of Valley Midwest Telephone Changed name to School Specialty School Specialty
School Suppliers (later Supply changes name School Specialty, Updates their logo. Updates their logo.
changed to Valley School to 03 Corporation, Inc. and developed

and becomes the
nation’s leading school
supply company

and Office Supplies)
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Classroom Direct brand, #' SC
selling direct to teachers . ‘ S C- ty
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The pewveer off

School
Specialty.
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OUR PURPOSE

We believe that every student
can flourish In an environment
where they feel safe and
Inspired to explore and grow
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OUR PROMISE

We empower leaders with
modern educational ecosystems
that optimize student outcomes
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PROBLEM TRYING TO SOLVE

ASchool Specialty needed to make investments in their Supply Chain
AGiven the PE Backing, there was a need to develop a detailed ROI
AWhat would it cost to improve the facilities?

ABefore we make that investment, are the facilities in the right location?
AThe longest pole in the tent was the WMS replacement

AHow can we get some quick wins ahead of the WM$vgo

AWhat if we make another acquisition?

AUnbiased Approach to help develop an overall plan.
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STRATEGIC
MASTER PLAN




ORDER FULFILLMENT ALTERNATIVES

TOUCH THE FUTURE



Year 2019 2021 2022 2023 2024 2025
A O . Fulfillment Growth Baseline 4% 2% 2% 2% 2%

] [ Total Lines 8,508,787 8,911,538 9,089,769 9,271,565 9,456,996 9,646,136
Greenville Outbound Lines 3,316,983 3,449,662 3,518,656 3,589,029 3,660,809 3,734,025

DO N O I H I N G Mansfield Outbound Lines 5,251,804 5,461,876 5,571,114 5,682,536 5,796,187 5,912,110

Outbound - Greenville

Total Lines - EACH PICK 2,918,945 3,035,703 3,096,417 3,158,345 3,221,512 3,285,942
Hours Worked - EACH PICK 58,138 60,464 61,673 62,906 64,164 65,448
Total Lines - CASE PICK 398,038 413,959 422,239 430,683 439,297 443,083
Annual hrs/employee 1,875 Hours Worked - CASE PICK 29,200 30,368 30,975 31,595 32,227 32,871
Total Replenishment Hours 20,829 21,662 22,095 22,537 22,983 23,443
Greenville Qutbound Lines/Hour - Each Pick 50.21 Total Packing Hours 41,603 43,267 44,132 45,015 45,915 46,834
Greenville Outbound Lines/Hour - Case Pick 13.63 Est Employee Costs $ 2,800,699 | $ 2,912,727 | $ 2,970,981 | § 3,030,401 | $ 3,001,009 | § 3,152,829
Greenville Packing Lines/Hour 79.73
Greenville Inbound Pallets/Hour - Receivin 1.01 =
Greenville Inbound PalletstDur - PUtﬂWﬂ‘fg 4.54 e e
Total Lines - EACH PICK 4,779,142 4,970,307 5,069,713 5,171,108 5,274,530 5,380,020
Mansfield Outbound Lines/Hour - Each Pick 55 77 Hours Worked - EACH PICK 86,541 90,003 91,803 93,639 95,512 97,422
Mansfield Outbound Lines/Hour - Case Pick 11.91 Total Lines - CASE PICK 472,662 491,569 501,400 511,428 521,657 532,090
Mansfield Packing Lines/Hour 05.39 Hours Worked - CASE PICK 39,670 41,257 42,082 42,924 43,782 44,658
Mansfield Inbound Pallets/Hour - Receiving 2.36 Total Replenishment Hours 58,721 61,070 62,291 63,537 64,808 66,104
Mansfield Inbound Pallets/Hour - Putaway 5.88 Total Packing Hours 55,058 57,260 58,406 59,574 60,765 61,980
Est Employee Costs 5 5,009,788 | § 5,303,779 (% 5,409,855 | § 5,518,052 | § 5,628,413 | § 5,740,981
Greenville % of Case Pick Lines 12% Inbound - Greenville
Greenville % of Each Pick Lines 88% Total Pallets Received 19,452 20,230 20,635 21,047 21,468 21,898
Hours Worked - RECEIVING + BREAKDOWN 19,197 19,965 20,364 20,771 21,187 21,611
Mansfield % of Case Pick Lines 9% Hours Worked - PUTAWAY 4,284 4,455 4,544 4,635 4,728 4,823
Mansfield % of Each Pick Lines 91% Est Employee Costs 5 467,037 | § 485719 | § 405433 | § 505,342 | § 515,448 | § 525,757

Inbound - Mansfield

Total Pallets Received 39,165 40,732 41,546 42,377 43,225 44,089
Hours Worked - RECEIVING + BREAKDOWN 16,582 17,245 17,590 17,942 18,301 18,667
Hours Worked - PUTAWAY 6,658 6,924 7,063 7,204 7,348 7,495

Est Employee Costs 3 493,850 [ § 513,604 [§ 523,876 | § 534354 |§ 5a5041[§ 555041
TOTAL

Est Employee Costs |$ 8,861,374 | $ 9,215829 [ $ 9,400,145 | $ 9,588,148 | § 9,779,911 | § 9,975,509
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ALTERNATIVE

Total Investment; $5,717,565
ROI: 25 Months

ACAEAYT 020K 5/ mero

on the lease and
transportation cost.

A Additional Outside storage
space required

3,804 pallets in Mansfield
1,299 pallets in Greenville
5% per pallet for 3months

TOUCH THE FUTURE

Gray cells contain calculations that should not be altered.

Company Data  Rae ALTERNATIVEL ___FIXBOTH DC's

Cost of Capital 12%

Depreciation added back 100%

Department

Equipment Conveyors - Base System (Pick Module Conveyor Upgrade) 5917,290

Systems Greenville - License, Maintanence & Services 51,132 500

Systems Mansfield - License, Maintanence & Services 817,500

Systems Greenville - RF Devices & Printers S265,000

Systems Mansfield - RF Devices & Printers 5265,000

Equipment Greenville Reserve Storage - Additional racking (Pushbacks) SE68,400

Equipment Mansfield Reserve Storage - Additional racking (Pushbacks) $809,200

Service Alpine Service Estimate (Storage Type Analysis, Layout, Slotting, WMS Selection & CSR) 5642675
Total Initial Investments $5,717,565

Lahor Labor Savings $2,885,745 52,943 460 $3,002,329 53,062,376
Storage Additional Racking - Mansfield {3,000 More pallet storage) 545,000 545 000 545,000 545 000
Storage Additional Racking - Greenville {1,100 More pallet storage) 516,500 516,500 516,500 516,500
Labor Putaway Labor Savings - Greenville {Due to Racking) 524674 525,167 525,670 526,184
Labor Putaway Labor Savings - Mansfield (Due to Racking) 530,899 531,517 532,148 532,791
Total Benefits £3,002,818 £3,061,644 $3,121,647 $3,182,850

Annual Costs

Equipment Annual costs (Conveyor Maintanence) 512,000 512,000 512,000 512,000
Systems WMS Annual Maintanence 85,000 $85,000 $85,000 $85,000
Storage Outside storage Space - Mansfield 559,342 560,529 561,740 562,975
Storage Outside Storage space-Greenville 520,264 520,670 521,083 521,505

Depreciation on capital expenditures (10 years for equipment, 5 years for computer
hardware & 3 years for systems) 51,015,489 $1 015,489 $1 015,489 $1 015,489
Total Annual Costs $1,192,096 51,193,688 $1,195,312 51,196,968 |

Net Benefits / (Costs) $1,810,722 $1,867,956 $1,026,335 $1,085 882
Depreciation added back $1,015,489 $1,015,489 $1,015,489 $1,015,489
Cash flow -55,717,565.00 52,826,211 52 883,445 52,941,824 53,001,371
Cumulative cash flow -55,717,565.00 -52,891,354 -57,908 52,933,916 55,935,287
Net present value (MPWV) S 3,105,861

Internal rate of return (IRR) 35.63%

Payback period (in years) 2.00

Payback period (in Months) 25)

20
23
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NET FREIGHT SPEND BY INMGHEZIRSCHOOL SPECIALTY NET\

High volume threedigit zip codes drive much of the parcel freight spend incurred by School Specialty. The Rust Bef®Shertidor and
pockets of demand in urban areas in Texas, Florida, and California are the strongest demand bases for School Speciallyeldatayperiod

Notes:

The darker the color within the thregigit zip code, the more
net freight charges were incurred by School Specialty for
shipments to that zip code

2 KAES O0KS LI O1F3S @2t dzyYS ¢t a
volume zip codes in the South and West, the net freight
charges are disproportionately higher for Southern California,
South Texas, and South Florida as they are typically zones 6
through 8 from the upper Midwest and Ohio

New York / New Jersey parcel volumes still drive the top
parcel net freight spend in the countgeven at a zone 4

A very small percentage of foreign, Canadian, Alaskan, and
Hawaiian volume (<0.25% of total parcel) is not shown on the
map
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SINGLE DC CENTROID ANALYSIS

The Single DC Combined Inbound/Outbound Centroid is located 45 miles SE of Indianapolis, IN based on total weight shipyedi inb
YR 2dzio2dzyR gAUK Yy StESYSyu 2F¥ aKALYSyu OzZ2aukllZ2dzyR U2 RSUSNNAY
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TWO DC GREENFIELD CENTROID ANALYSIS

From the previous centroid meeting, the twC greenfield centroids were in Clinton, NJ and Overland Park, KS. However, Hegreiies provide
slightly better pricing than Clinton, so it was used as the Eastern anchor along with keeping Mansfield. The hypothesistibaal on the map will
provide the best pricing for the Western anchor of any twaC network configuration was proven correct
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Overall Transportation Cost Summary

The 0b e sDChetwork configuration (Harrisburg / Overland Park) only saves $1.25M per year in transportation costs when

compared to the current network. Keeping Mansfield as an anchor only saves around $550k per year in a two -DC network configurat ion
) _ Harrisburg / _ Harrisburg / ) Mansfield / ) ) ) ) )
. Mansfield / Harrisburg / Harrisburg / Tulsa . Mansfield / Tulsa . Mansfield / Denver Harrisburg Single ~ Mansfield Single
Cost Metric ) ) Overland Park Oklahoma City Oklahoma City
Greenville Costs  Greenville Costs Costs Costs Costs DC Costs DC Costs
Costs Costs Costs
Inbound TL Costs $558,024 $606,90( $715,551 $775,504 $812,227 $679,03¢ $715,755 $805,93 $603,81( $463,56
Outbound TL Costs $295,08( $286,004 $252,64 $252,184 $254,01¢ $241,453 $243,29 $292,387 $262,567 $246,72]
Total TL Costs $853,104 $892,905 $968,194 $1,027,693 $1,066,245 $920,489 $959,050 $1,098,312 $866,377, $710,287
Inbound LTL Costs $759,831 $797,02 $818,64( $829,454 $836,664 $792,26 $799,47 $817,521 $815,643 $758,65
Outbound LTL Costs $2,183,93% $1,963,741 $1,855,713 $1,837,383 $1,827,501 $1,959,649 $1,946,93 $1,985,30 $2,142,917 $2,181,12
Total LTL Costs $2,943,766 $2,760,767 $2,674,353 $2,666,838 $2,664,173 $2,751,909 $2,746,408 $2,802,833 $2,958,560 $2,939,786
Outbound UPS Parcel Costs $20,976,241 $20,128,254 $19,905,914 $19,871,778 $19,894,661 $20,554,578 $20,533,434 $20,555,884 $21,147,974 $21,411,86
Overall Transportation Costs $24,773,111 $23,781,926 $23,548,461 $23,566,309 $23,625,078 $24,226,971 $24,238,891 $24,457,030 $24,972,911 $25,061,936

Transportation Observations:

As was shown in the UPS parcel analysis, there is very little difference in cost between Western Anchor DC locatiemmandiwedtroid
circle when extended to all modes of transportatigit does not matter where the Eastern Anchor DC is located

The location of the Eastern Anchor does drive transportation expendttite closer it is to the NYC / New Jersey market,cb&ts come
down. However, they do not come down to a spend that would justify the build of another DC in the Eastern US insteatiedfl Mans

There would be overall cost benefit if the Mansfield DC could handle the entirety of the distribution for School Spetialgnasial
transportation cost only increases by $290k per year, which would be easily offset by the fixed cost reduction of thdeIdézntHowever,
the risk of all product being in one location, and the service hit, does not make this a realistic choice for the futai@abiol Specialty

network

Another option may be to keep Greenville DC and build in Harrisburg, as that saves $1M per year in transportation chstasiiurg DC
would have to be much larger than a Western Anchor DC to satisfy East Coast demand, and should only be done in thaEaosyt of c
constraints at existing sites that prevent expansion

The likely choice will be to stay in the existing two DC network IF capacity and/or expansion capability is present atdhexisting DC
sites for the next 510 years
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WHERE WE ARE GOING

OPTIONS




WMS SELECTION &
IMPLEMENTATION




CURRENT STATE OF SUPPLY CHAIN

In order to start building our roadmap for the future, we ne¢
a solid understanding of the current state of our supply ch:e
operations
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CURRENT TECHNOLOGIES OVERVIEW

p School Specialty_ Logical Landscape - Warehouse Management System (WMS)

Fulfillment Center Location

FTP (Automize)
ERF e N
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7 h(MercuryGate} o
- J— Shipping Manage_ment
i — T Greenville | Lancaster | Mansfield | Nashua
FTP (Automize) : :
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= Shipping Manag_ement
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& (N .
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] File /| HTTP (Pierbridge) HTTP .
< ( Database Radio Beacon
E .
¥ ) Sterling WMS
> WMS ;‘ FTP {Automize}’ Shipping Management
T Tamat (Steriing) B {Intemational Bridge) TMS X X X X .
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*:% T e Tracking
o (MS Access)
" o
WMS N J Shipping Management
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Physical Devices . .
X Physical Devices
Convetgh LP'Ck To Carousel, Conveyer

A
\
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SCOPE/ REQUIREMENTS

S 2 A Labor Management Optimization Auto Packing Slip Generation (print and insert)
Reduce/Consolidate Shipping Applications

A Shipping Management

A Warehouse Management 1% Freight Shipping Document Automation
A Standard process “0—0 Hazmat Compliance
A D!reCted Worlg replenish/stock Auto generation/applying shipping label post order
A Directed Putaway fulfillment
O0- A Voice Picking Packing Slip RepositogyCustomer/Customer Care
i A Integrated WCS (MHE) accessible
[J<O A PreWave Containerization A Integrated Systems

A Waving Automation

A Flexible/Directed Cycle Counting Module Order Status Bots

A Kitting Module (multilayer BOM) A Order Visibilityc Batch One Liners (Backorders)
A Inventory Allocation (hard/soft) O\/ A ltem Nesting Algorithm
A FIFO/Expiration Date (I o A Auto Upload of BOL to Amazon Portal

A ltem Velocity/Slotting Program e A Realtime transactions to ERP

. A Realtime Order Management Dashboarbly
=——| A Yard Management/Receiving line/order/current section and future section

F A ASN Dock Scheduler
A ASN Receiving

A Integration with Ratelinx TMS
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SELECTION PROCESS

Key Stakeholders detailed the requirements and with the assistance of Alpine released a 115 page RFP document
to six midtier vendors (innovators and leaders in Gartner). We scored all responses and ended with the top two
vendors. Korber (formerly HighJump) and Blue Yonder (formerly JDA).

uf5core responses

uidentify 3 vendors
for demonstration

Develop problem ‘ Business case ‘ Create RFP
statement development «Detailed
Determine > Current state requirements

O stakeholdersand £ architecture R “’TLZ"-EE?E’ with STA

QD jependencies @ review LL  proks

QO S _ (Y Onsite vendor

Z 8 Identify vendors visits to complete

RFP

N (% .

= e Review responses

-

)

O

TOUCH THE FUTURE

Demonstration

Onsite
Demonstration
with stakeholders

Customer
references

woperations
uiechnical

Scorecard O

Define weights for
each category

Survey
stakeholders to
score solution

Request best
price

Negotiation <

Compare solution
functionality

Compare pricing

Price compare
with top 2
vendors

wOpen Sky/BY
uKorber

Contract 48

Review in detail

WMSA/PSA
uSOWs
uOrder Forms
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RECOMMENDATION

: Almplementer/Reselleg Open Sk
ABlue Yonder SaaS WIS locations P L Pen oKy
A Cloud Based WMS A Premier Blue Yonder partner
A Previously JDA and Red Prairie /18 years of experience with Blue Yonder/JDA
090 = o o) ) A Warehouse in a week template
T ST NS
500+ 500+ 2M+ 7,500+ 200,000+
Cloud Cloud Services Users Systems Jobs executed
customers professionals worldwide managed per month
| : ’ NJ = m OPEN SKY GROUP OVERVIEW
@ — EE L] Implementation Approach and Methodology www.openskygroup.com
1 99.95% 2,200+ 150M+ 1.3M+
Uptime Application Shipments Store layouts g SoltionScope® g Envision Identify Deltas
SLA instances per year planned _W"’“"“"“"""’ o

A Supporting Software
A Cartonization MagicLogic, BlackBox + CubelQ
A Dynamic Slotting Optricity ¢ Optislot

A Automated parcel shipping softwardProShip

<+ BlueYonder

Selling Partner
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STORAGE TYPE
ANALYSIS &
AUTOMATION
EVALUATION




PICK & RESERVE RACK PROFILE

PICK RESERVE
. Case Flow . Hand Stack
. Bin Shelving . Half Pallet
. Hand Stack » Single Select
. Half Pallet . Double Wide single select
« Single Select . 2D¢ Double Deep/Push back
. Double Wide single select « 3D Drive In
. 2D¢ Double Deep/Push back . 3D Push back
. 3D Push back « 4D Drive In
. 4D Push back « 4D Push back
» 6D Push back . 6D Drive In
» 6D Push back multiple Slots « 6D Push back

TOUCH THE FUTURE



PICK & RESERVE STORAGE

BIN SHELVING(18X| 3,732 | 2,320 | -1,412
CASE FLOW(144") 58 140 82
SD(96"}Pick 82 0 -82
3D PLT FLOW 0 84 84
SD(96")} Reserve | 1,246 | 1,304 58
3D X5 PUSHBACK 0 122 122
3D X 5 DRIVE IN 0 134 134

TOUCH THE FUTURE

BIN SHELVING(18X 4,192 | 4,360 168
CASE FLOW(144") 60 341 281
3D Pallet Flow 0 188 188

SS(96") 1,645 | 1,285 | -360

3D PUSH BACK 0 153 153
3D DRIVE IN 0 50 50

Z PROMAT 12



WHAT HAS CHANGED FROM OUR INITIAL ASSESS

AMHE pricing has increased-86% since September 2021

ASTA Results IdentifiignificanDifference in Current Pick Equipment vs Optimal to
Increase Efficiencies

AQuality of Conveyors in Greenville

A Consolidation of Nashua operations into Greenville and Mansfield
A 60% Mansfield
A 40% Greenville

APossible acquisitions to integrate into our network
AReviewed Ability to Mitigate Risk for Go Live
ANew MHE Trucks to be quoted (Lease = Expense)

TOUCH THE FUTURE



Equipment Differences After Phase 5 (Reserve Storag

Greenville Current Pick Greenville Current Pallet
Locations 13,688 (.:apac'ty 9,968
Greenville Euture Pick (Includes Greenville Future Pallet (Includes
_ Capacity 14,968 |Nashua)
Locations 14,690|Nashua)
% Pick Locations Increase 7% % Pallet Capacity Increase 50% |
Mansfield Current Pick Mansfield Current Pallet
Locations 26,318 Capacity 13,160
Mansfield Future Pick (Includes (Includes =
Locations 31,473|Nashua) Nashua But Sti
’ Mansfield Future Pallet Need OffSite
_ _ Capacity 14,540|Storage)
% Pick Locations Increase 20%
% Pallet Capacity Increase 00% |
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SLOTTING
OPTIMIZATION &

MAKING THE MOVE




COM REPORGREENVILLE

S3- Hits by o S5Hits by Avg ,
Parameter Currgnt S1- Hits Only] S2- Cube Average Pick S.4 Hits b.y Pick Cost & SGane S7ane SSane
Slotting Movement Only Time to Pick __. ) Slotting 1 | Slotting 2 | Slotting 3
Cost Time to Pick
Lines Per Hour 56.8 51.9 51.6 64.9 56.3 64.9 64.2 65.1 63.9
Units Per Hour 298.4 273.3 271.5 341.6 296.5 341.6 337.8 342.5 336.1
Total Distance | 904,970 | 1,068,111 1,120,810 280,954 1,136,623 280,998 397,645 331,859 | 422,477
Travel Time 167 197 207 52 210 52 73 61 78
Time to Pick 277 312 305 300 239 300 287 290 285
Total P'(g;'”g CoS| g14846 | $16,243 $16,354 $12,982 | $14,971 | $12,982 | $13,139 | $12,945 | $13,190
Total
: 1,215 1,703 1,735 1,465 1,792 1,464 963 902 901
Replenishments
Rep'e”'s(gne”t Col $1,316 | $1,845 $1,879 $1,587 $1,941 $1,586 $1,044 | $977 $976
Total Cost (%) $16,162 $18,087 $18,233 $14,570 $16,912 $14,569 $14,183 | $13,922 | $14,167

TOUCH THE FUTURE
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FACILITY DESIGN &
LAYOUT




CRAWL
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PRINT AND APPLY (PANDA)

A Orders will come into the new WMS

AWMS will release orders and Rate Shop
A FedEx Overnight, Next Daytlay,

ANew WMS will determine how many Cartons
and size for every order

APicker will pick directly into the outbound
shipping carton

ACartons will go to PANDA and get labeled for
shipping

=

TOUCH THE FUTURE
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Total Cartons per hour | Total Cartons per hour | Total Cartons per hour | Total Cartons per hour
2022 2023 2024 2025

1030 1051 1072 1093 PEAK HOUR
8/22/2022 741 756 771 786 THROUGHPUT
4/18/2022 635 648 661 674
4/25/2022 629 641 654 667 18.2CPM
5/19/2022 656 669 682 696
8/12/2022 629 642 655 668 18.2 X 25% ENG
5/2/2022 606 618 630 643 =23 CPM
4/21/2022 591 603 615 627
4/14/2022 588 599 611 623
8/11/2022 609 621 633 646

Mansfield Cartons Per Hour
Date Total Cartons per hour  Total Cartons per hour  Total Cartons per hour  Total Cartons per hour

2022 2023 2024 2025
4/4/2022 1151 1174 1198 1222 PEAK HOUR
4/11/2022 1134 1157 1180 1203 THROUGHPUT
7/21/2022 910 928 946 965
3/11/2022 896 914 933 951 20.4 CPM
5/6/2022 824 840 857 874
712212022 834 850 867 885 20.4 X 25% ENG
7/29/2022 795 811 827 843 =255 CPM
7127/2022 765 780 796 812
7/7/2022 731 746 761 776
2/9/2022 693 707 721 735
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