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Agenda

e |ntroduction
— TESCO Group
— TESCO CE

* Technology in retail in general (focused on shop)

* Roadmap for adopting technologies

— Benefits

* Case studies comparing vendor view with local exper lence and
customer feedback

— Self Service (Assisted) check out in Czech Republic
— Electronic Shelf Edge Labels in Hungary

e Future outlooks
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TESCO
TESCO - worldwide ————

e Staff worldwide 440,000
e Staff in the UK 280,000
e Stores worldwide 3,956
e Total stores in the UK 2,184

* Internationally in 14 markets: China, Czech Republic, France, Hungary, Japan, Malaysia, Poland,
Republic of Ireland, Slovakia, South Korea, Thailand, Turkey, UK, USA

e Turnover GBP 50.000.000.000
* Profit GBP 2.800.000.000
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TESCO
TESCO — Central Europe & Turkey ittt

e TESCO operates in following Markets in Central Euro  pe

— Czech Republic
— Poland

— Hungary

— Slovak Republic
—  Turkey

e Fast development in central Europe

— About 600 stores currently

— Turnover 6bil GBP

— About 100 new stores opened every year
— Growth through acquisitions

— In-house distribution centers

* Regional IT team Shared Services based in Prague su  pporting ‘Demand’ teams based in
country in cooperation with Group IT

— Building and support of the infrastructure in Heado ffice, distribution centers and shops
— Support of applications
— New store openings
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So — what do we need the technology for ?

* |magine a shop with no technology
e Senior people in business still recall it

* You can certainly trade without
technology but perhaps loosing a bit of
competitive edge?

* Well due to fiscal law you would be
illegal these days anyway .........
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Adopting technology in retail takes ages ....

* The barcode principle was patented in 1949
* Industry pilot in 1972 in Cincinnati

* In 1974, a 10-pack of Wrigley's chewing gum was the  first
product logged in a grocery store by a barcoding sy stem
using the modern UPC code.

* George Bush was caught out in a shop in 90's whenh e first
saw barcode scanning and gave a comment he is
impressed by the technology

Technology availability is rarely an issue.

It is the industry willingness to accept it ....
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Ok — so what does the technology bring us really

* Making things possible
— A product file of 70.000 products
— Just-in-time supply chain — low stock, high availabi lity
— Enhanced promotion schemas
— 24 hours trading
— Thousands of price changes a day

— Loyalty cards and customer insight

* Managing the cost of operations

— Reducing labor
* Resource scheduling
* Checkout throughput
e Operations on shelf edge using wireless terminals

— Reducing stock loss

— Reducing stock
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IT In shop

Backoffice Warehouse
« ordering » receiving (PDCU, PC)
* administration * returns

o VA

Shop floor
* Price — Shelf Edge labels (Printers, PDCU) 7

* Price verification (Scanguide)
* Replenishment (PDCU)

» Counters (scales)

* Stock takes (PDCU)

* Selling (tills, scanners, payment terminals)
» Customer returns
» Checkout scheduling
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Technology in TESCO CE — Why, what and when

Customer benefits

A

Enhanced
promotions on
tills

Queue measuring

Loyalty Cards

Assisted Checkout
(Self Service)

POS materials printing

Electronic Shelf

Shelf Edge information for
customers

- Product info

- Product location

- Repeatable shopping lists

Contactless payment

\ 4

Managing costs

Centralization and
Virtualization of
shop infrastructure
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Edge labels
Past Present Future
: Image scanning and
In store wire-less recognition of product
Handhelds for staff
RFID
-Specific product ranges
New service model New till -Supply chain
for in-store
equipment



Technology in TESCO CE — Why, what and when

Benefits: Benefits:
Customer benefits o h hout
mer thr . :
A P:Jics:eoco?ltrol oughpu Shelf Edge information CD:u.s.tomerIComfort
for customers fiving sales
Assisted Checkout - Productinfo
(Self Service) - Product location o
- Repeatable shopping lists
Benefits: Benefits:
: Price integri
Elde ctr?nblc lSheIf Paper Sa\?ingys Contactless payment Throughput on til
e labels :
J Productivity Cash handling
Future .
Present Benefits:
_ Image scanning and Productivity
Benefits: recognition of product Security
Energy savings
Productivity
Maintenance
New dl Benefits:
Benefits: Productivity
Centralization and : RFID Security
Virtualization of 5|\9/|0 @?nergy savings -Specific product ranges
) shop infrastructure aintenance -Supply chain

Managing costs
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Case study — Assisted checkout (AKA Self Service)
iIn Czech Republic
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Case study — Assisted checkout (AKA Self Service)
Benefits

* More customer satisfaction because of:

— Shorter waiting times

@oice (self-checkout or assisted checkout)>

— NIOTEPrHivacy

— Better customer service
— Control over the checkout process

— Better shopping experience

<_ Innovative image because of: >

— State-of-the-art technology

— Improved positioning against competition

G:R - Media coverage>
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Case study — Assisted checkout (AKA Self Service)
Benefits

e Cost and process optimization through:

@proved staff planning >

— Simplified cash handling

— No cash discrepancies
— No manipulations
— Time savings for account balancing

— Security because of closed system

* |mproved productivity through:

<__— Bigger choice of available and open POS lanes >
— Improved throughput

— Shorter money replenishment and removal times by us

— cash recycling technology

ing
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Case study — Assisted checkout (AKA Self Service)
Vendor view

Market trends and developments

Number of self-checkout / Installed base of self-checkout systems 2008 - 2012 \

0 0 2 o in Thousands | ;
installations rising ) f{:'?‘
- B

(USA and Europe)

World
Western Europe |

Key arguments for
automated checkout

Flexibility of checkout

Better customer service
Better shopping experience
Increased productivity

68,51 %

50

T
‘ = ‘ N
2011 2012
&
Source: Clarendon Reports 2007

Customers are ready \
for self-service
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Case study — Assisted checkout (AKA Self Service)
Vendor view

What do consumers like about self-checkout?

Faster than other lanes
Convenient
Novelty/l like tech stuff
Don't want to deal with people
It's the only checkout available
| can control the transaction
Other
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Case study — Assisted checkout (AKA Self Service)
Experience from Czech Republic

What is the advantage of ASCO What is the disadvantage of ASCO
compared to usual cash desk? compared to usual cash desk?

1%

# 1 # &0

In Pilot, 80% of the customers used help
of an assistant
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Case study — Assisted checkout (AKA Self Service)

Experience from Czech Republic

Summary of customer view

e Customers find tills quick and convenient
(same as in Western Europe and US)

* More focus on price control
Implementation experience
* Technology is not the restricting factor

* Throughput through checkouts needs to improve

— Need to limit the assistance

* Self checkout lane significantly more expensive tha
— Security de-tagging adds to the costs

* No impacts to stock loss

* Store format and shopping pattern play important fa

n regular lane

ctor in throughput
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Case study — ESEL
Hungary
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Case study — ESEL
Vendor view

/- Best readability for shoppers

— The right label placed below the right product

— Easy to read the price

— Label design

* Help to maximize the shopping experience at stores

— Background colored strips for rails

— Lively and decorated store

-
p

~

4 )
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Case study — Assisted checkout (AKA Self Service)

Benefits

* Price Integrity

— Extremely strict law in Hungary regarding price int
(Up to 400.000 EUR fine for price integrity issues)

— A product file of 70.000 products
— 24 hours trading

* Managing the cost of operations
— Reducing labor — Estimated 6-10 FTE in a big shop to

— Paper and printing costs

* Competitive advantage

— Can do more price changes (!)

egrity

keep price integrity
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Future opportunities

* RFID
— DVDs (on-line inventory)
— Clothing
— Security tagging

e Contactless payments

e Customized services / Shelf edge services
- Product info
- Product location
- Repeatable shopping lists

- Scan as you pick
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Technology in TESCO CE — Why, what and when

Benefits: Benefits:
Customer benefits . .
Customer throughput Shelf Edge information Customer Comfort
0 Price control for customers Driving sales
- Product info
Assisted Checkout - Product location
(Self Service) - Repeatable shopping lists
- Scan as you pick
Benefits: Benefits:
; Price integri
Elde ctr?nblc lSheIf Paper Sa\?ingys Contactless payment Throughput on gl
e labels :
g Productivity Cash handling
Future .
Present Benefits:
_ Image scanning and Productivity
Benefits: recognition of product Security
Energy savings
Productivity
Maintenance
New till Benefits:
Benefits: Productivity
Centralization and : RFID Security
Virtualization of 5|\9/|0 @?nergy savings -Specific product ranges
! shop infrastructure aintenance -Supply chain

Managing costs
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This is the end

* Questions ?
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