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Why will TCO help me?

By using repeatable financial and operational
analysis, we can provide insights into
system performance and costs, optimize
designs earlier, and engage stakeholders
with facts regarding their Baggage Handling
System.
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About Vanderlande

Vanderlande’s baggage Its systems are

handling systems move active in over ¥ 3 Q\, .
3.7 billion pieces of 600 airports I r <\ |
..

luggage around the world
per year.

Global e-commerce
players and distribution
firms have confidence in
Vanderlande’s efficient
and reliable solutions

Vanderlande is a leading
supplier of logistic process
automation for warehouses
and distribution centers.
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Total Cost of

Ownership

A financial analysis of
all costs associated
with something







Total Cost of Ownership

Indirect
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TCO Inputs System OPEX

Future Costs

General

Assumptions Externalities
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General Assumptions

» General information that lays the underlying
ground work for the analysis

' ‘ » System-specific budget categories

? N » Energy costs and rates
l,,

» Inflation expectations

» Time period
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Capital Expenditures (CAPEX)

Design Costs Installation

Commissioning General Contingency /
and testing delivery costs Risk
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Staffing
Management

Spare parts
Operational

ITand S
Costs (OPEX) and Jupport

Licenses and Fees

y

Energy

Space
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Environment

OPEX Technology ‘
Drivers Choice ‘
Service
Approach




Non-vendor costs

Use metrics

Missed Bag Costs

Owner Inputs

Depreciation

Discount rate

y

Any other customization
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Future Costs

» Expanding the system

» Mid-life upgrades or
refurb

» End of life costs
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Passenger experience

Externalities
(hard to
quantify)

Reputation

Satisfaction

y

Enabling infrastructure



TCO Inputs System OPEX

Future Costs

General

Assumptions Externalities
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Areas of Implementation

Long lead Procurement Execution Consulting

Total Cost of Ownership
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Long Lead

‘ Technology decision analysis
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Procurement

‘ Design evaluation method

Proposal content

FIOCHICIENE ‘ Technology decision reasoning

Framework for larger scopes of work
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Execution

Design / build deliverable

‘ Change order evaluation

Execution ‘ Customer service level agreement

‘ Service expansion
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Consulting

Consulting

‘ Finance consulting
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Spectrum of Service Delivery Methods

Traditional
Delivery Methods

Fixed Price
Lump Sum
Stand-alone scope

Total Cost of Ownership Savings

Owner Control of System
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TCO
Examples




Raw Baggage vs. ICS: Break Even

Net Present Value - Total system cost @ given year

$350,000,000

$300,000,000
$250,000,000

$200,000,000

$150,000,000

$100,000,000
$50,000,000

S-
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
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TCO SAVINGS BRE

Example - 1C5 Tunnel \ Energy m Staffing m Missed Bags

oo itece Reduction in tunnel construction
Costs: costs due to the smaller footprint

fewer drives per mile

Longer conveyor lengths and high-
reliability technology, leads to
lower maintenance costs

Staffing
Costs:

A 20% reduction in MBR due to the

Missed Bags: -high system speed and reliability



Cost per Bag Analysis

Initial Cost per Bag (excl. depreciation)

M Energy

B Operations

W Spare Parts
Service Manager

Back office / operations

B Control Room Analyst /
maintenance tech
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Example - SCANNOJET

Security

 Increase analyst performance and
reduces collusion potential

Performance
o Improved throughput per line
Floor Space

« 3 Sannojets can replace 4 traditional
lines

« Higher throughput per operator
Experience:
« Reduces time spent in security,
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increases time spent spending




Barcode Scanner Evaluation

Value B2 Number B

Missed bag cost S 150
PAX 60,000,000
% PAX @ Airline X 60%
bags / pax 1.5
% bags under max TIS 99.87%
% of bags over TIS max resulting in MB 20%
# Missed Bags 14,040
Cost of Missed Bags S 2,106,000
Cost of Upgrade S 500,000
% Bags under max TIS - Improvement 0.01%
# Missed Bags w/ Upgrade 12,960
Cost of Missed Bags w/ Upgrade S 1,944,000
Savings per year (9) S (162,000)

Break Even Year 3

$400,000
$300,000
$200,000
$100,000
5_
$(100,000)
$(200,000)
$(300,000)
$(400,000)
$(500,000)
$(600,000)

Barcode Scanner Upgrade TCO - Airline X

I System Cost

mm VIBR Avoidance

s Cumulative Value




Tenders with TCO components
|

3. consider the cost influencers, Whole Life Cost. W A

e gt Sl el ¢ B l—— 9 A g Spered W Y BEERre e bge o e e e

CTAL w vt e T (v o Dmeerieg e LTAA St & 0 il e '™

D e e T T e e i SR W 1024, costs During useful e

R e e I e el at o W Pe s RIS,

o Sy L wtet = erpete | 4 Magred ghe e Sefred  ytes

a P Pt e o g B S g B S @F T Ny g

- et h iy
THe  wwt o vmrarivg TN ewm B amaets e preimd W e
2.11 System Whole Life Cycle Cost ———— R P —
A S R et P A e o ety e Weay e e -y Sentnn to @heng « & Svamn Syam cabbln ' o2 Gupe
B A e ] o e~ (e gt eV e gt gt e ot et ——"
ey S e G | e et

The hate S et @ St . P b By o A e ey e et R —— a— - —
We r i ont wg b A g e A Rt e wn 8w Pa ey SacanBBamans : & S GERO et

* et et o @R Gt pt el T erhe e o @ - e
PO SR e Mg A iy
o CAFx wien 4 Mete P ewtve Vet o T e ol 4
B et et et e etee b Brmte Mete o
Ly WAl B ety whs Pue Pus o s gt A e M-
- m

e A e seter A e e e Mot

g e vy e e

o Opaestors wiwscsl S starverton o Sseattumsswhy
P Wl s ot et v MW A ey 1 ek o e ot s F G ol G gy
IABSC MA gy g o - N mppagn . m— 0 cemtenems o waen
Lemrwry o wPawe

m—.~~ NS et A ey v AN s AT gy g .




Lessons

Learned




Embedding TCO into the Industry
=

31

“An industry that incorporates
standardized TCO analysis in
every major design decision
and customer interaction,
with the goal of providing the
customer the optimal solution
for their business from both a
technical and a business
perspective”
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Questions?

Contact: Martin.Plazyk@Vanderlande.com
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