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Sources of Shrink within Retall Stores

North America = 1.48% ~ 42.3 billion
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Latin America = 1.60% ~ 5.7 billion

(Argentina, Brazil, Mexico)
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Asia-Pacific = 1.20% ~ $15.4 billion
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Sources: 2008 Global Retail Theft Barometer




Sensormatic — Billions of Items Tagged at Source

Sensormatic



Sensormatic Source Tagging Examples
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Retall Vertical Projected Growth

Above-Average Sales Growth Outlook
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Sources: U.S. Department of Commerce and TNS Retail Forward



Consumer Electronic Vertical and Item Level
Intelligence

@D in Retalil , Aberdeen Group\ / \

“We have seen a groundswell of interest in
item-level tagging in niche areas such as
consumer electronics, where it makes

According to respondents,
the product categories where RFID

will be most prominent within the more sense so far than in more general
retail industry are: areas such as supermarkets.
Item-level tagging gives us the opportunity
e Consumer product goods (41%) to improve inventory accuracy,
» Consumer electronics (37%) which improves both sales
« Apparel (32%) and the customer experience.”

k / k -Bill Hardgrave, University of Arkansas /

RFID in Retail, Aberdeen Group, March 2008




Operational Challenges Retailers Face

Out of Stocks
Inventory Accuracy
Item Location

Price Management
Promotions Execution
Internal Shrink

Vendor Fraud

Failure of any of the above processes can negativel vy
effect the retailer profitability




ltem Level Intelligence with RFID —
Going Straight to the Bottom Line

Known Operational Improvements based
on Pilots activities
Increase inventory accuracy up to

20%

Reduce out-of-stocks (OOS) up to
50%
Increase sales up to 8%

Reduce safety stock up to 50%
Decrease receiving time by 90%
Improved POS throughput

50% reduction in shrink

Increased customer satisfaction & AMR Research,
customer service EPC Global,
September 2006
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How Big Is the OOS Problem?

Source: IHL/RIS News Store Systems Study 1/08



Who iIs to Blame?

Source: IHL/RIS News Store Systems Study 1/08



Improvements in OOS = Increased Sales

Source: IHL/RIS News Store Systems Study 1/08



ltems Across Retall Verticals

e Source Tagging with EAS has been an effective tool for prevent shoplifting of items

* Retailers are seeing in increased demand for intelligence with RFID
at the item level to aid in areas beyond traditional RFID traceability:

Returns Warranty Authentication




Sensormatic is Building a Foundation

Layered In-Store Sensor Technologies

Item-Level RFID & Dual Technologies

Analytics & Retail Bl

SmartEAS

Sensormatic is building an
Infrastructure that creates a
layering of technology
within a retail environment

ltem Level Intelligence
addresses all aspects of
shrink solutions



Sensormatic is focused on Retail Operational
Improvements

Store Level
Software

Dual Technology
Detaching

Intelligent EAS

Dual Technology
Hard Tags

Intelligent
Surfaces

Intelligent
Surfaces

Dual Technology
Hard Tags

/Item Level Intelligent Devices at
the sales floor level:

On the displays
On the items
Integrated into the POS

At the Entrance/Exit
Locally run software

/ Sales Floor Intelligences drives
information flow back into the
supply chain driving data
accuracy

Efficiencies are realized by
enhancing customer

experiences with product

\_ availability







