Xiaomi Warehouse Information System Management Project Report

1 Project Background

Due to the changeable characteristics of Xiaomi's logistics business, | comprehensively sorted out the warehousing operation process in this
process.

As the project leader, I integrated the characteristics of Xiaomi logistics operation after one year and cooperated with 7 regions in China to
optimize the process and system in the warehouse through analyzing the attributes of Xiaomi goods and the purchasing power of customers
in B2C/B2B channels and cooperated with the Transportation Department of the headquarters to introduce urban distribution resources and

LCL resources.
2 National Warehouse Operational Management

2.1 Warehouse Daily Operation

Responsible for warehouse operation planning and management of 10 RDCS and 19 FDCS in 7 regions of Xiaomi, with a management team
of over 500 people; Build the national capacity of Xiaomi logistics and warehousing operations from 0 to 1 (ordering: optimize order structure
by using group set single algorithm; Picking: The shortest path method to plan the path in the library, shorten the time of picking goods;
Distribution: create box matching algorithm to recommend consumables and save cost of consumables; Sorting out: original "pre-delivery"”

link, reduce the pressure of warechousing and distribution handover, shorten the handover time).
2.2 Prepare for Sales Promotion Activity

Responsible for the whole preparation process of the Mi Fans’ Festival/Double Eleven Promotion, from single volume estimation, warehouse
capacity preparation, personnel preparation, equipment preparation, packaging material preparation, activity publicity, special activity
arrangement, etc.

(1) Review data: Historical large promotion activity order quantity and daily order quantity, through Xiaomi warehouse prediction logic,
forecast the large activity order quantity by building predictive models, and plan the production arrangement according to the capacity of the
packing table

(2) Estimated order quantity: Prepare the warehouse capacity in advance according to the estimated order quantity and whether to expand
the area of warehouse

(3) Personnel preparation: Estimate the number of temporary workers, working hours, estimated expenses, and estimated meal expenses
in advance

(4) Equipment preparation: Whether it is necessary to purchase new equipment such as handhelds and distribution stations, and whether
the old equipment is scrapped or repaired

(5) Packaging materials preparation: Estimate the amount of packaging materials used, and report the requirements to purchase two weeks
in advance for placing an order

(6) Other planning preparations: Preparation for warehousing appointments, changes in allocation arrangements of commodities,

promotion of other activities and arrangements for special activities, reminders of matters needing attention



2.3 National Warehouse System Design

2.3.1 Business Background

Launched the national warehouse weekly regular meeting system, formulated 20+ copies of national warehousing process standard SOP, and
published an operation manual of Xiaomi Logistics Warehousing Management Department with a total of 3.8 W words.
Introduced the national warehousing weekly meeting system, formulated 20+ national technical reports and published an internal manual of

the Xiaomi Logistics Warehouse Information System, totaling 38,000 words
2.3.1 B2C Business

(1) The main channel is the online channel, including all orders from Xiaomi Mall, Mijia Youpin and Tmall channel. The online channel has
corresponding rules of independent order forming and order opening. One invoice number corresponds to one parcel number, so the
combination of invoices will not be carried out.

(2) Some channels are offline channels, including all orders from direct supply points, exchange orders from some e-commerce channels and
authorized stores, and group purchase orders from Mijia; Orders with the same consignee, contact information, receiving address and
customer code will be combined within the specified time, and will be produced and shipped out according to the packing list.

(3) The average unit ratio of B2C business is 1.9.

(4) B2C assessment indexes mainly include TPH, human efficiency, UPH, 211/ Tmall 36H delivery time rate per wave and operation time

limitation.
2.3.2 B2B Business Features

(1) Online channel and operator &KA channel are collectively called group purchase channel, besides mijia channel and authorized store
channel, among which Mijia channel is the transfer order mode.

(2) Group purchase channels with the same consignee, contact information, delivery address, customer code of the order, within the specified
time will be combined, according to the package of production out of the warchouse.

(3) Mijia channel orders are allocation rules, no order sets.

(4) B2B business average unit ratio is 70.

(5) B2B assessment indicators are mainly human efficiency, timely delivery rate of Mijia/group purchase /VIP by wave, and operation time

limitation of Mijia/group purchase.

3 National Warehouse KPIs Construction
3.1 Background

Through the development of Xiaomi logistics warehousing business, KPIs modules are divided according to operation timeliness,
warehousing efficiency, wave delivery timeliness and work order rates, and KPI subdivisions and standard values are formulated according
to the activities of different quarters and major promotion banks, and real-time monitoring Indicators and national rankings, and set up

corresponding incentives.



3.2 RDC B2C Warehouse Assessment System

Develop KPIs assessment indicators according to the characteristics of Xiaomi logistics and warehousing B2C business.

indicators

classification

Indicators show

Baseline

(O Weekly/monthly inventory drawing;

@ Operation specification of B2C warehouse process;
(3) Regular inspection;

@78 management standard;

(Total number of inbound and outbound shipments + total . .
TPH efficiency number of outbound and outbound shipments)/ total working 15% Levell: 300 Levell: 250
hours Level2: 250 Level2: 200
. Distribution desk unit/working hours o Levell: 40 Levell: 32
UPH efficiency (Attendance does not include project team and transportation) 15% Level2: 30 Level2: 24
Peopl X ffici Distribution desk unit/monthly total attendance 15% Levell: 400 Levell: 320
copie wor ctherency (Attendance does not include project team and transportation) ° Level2: 300 Level2: 240
Production aging = operation aging + handover aging /2
P'rOfiuc'tlon timing Time pf operation = time of incoming order ~ time of pre- 15% 6.0 70
limitation outgoing
Delivery time = pre-delivery time ~ delivery time
Time rate of outbound Outb(?und ord'er quantity of this wave/total received unit 10% 99% 95%
wave delivery quantity of this wave
Timely
delivery rate . . . .
of Tmall outbound Outb(?und ord'er quantity of this wave/total received unit 10% 999 95%
s quantity of this wave

within 36
hours
21 1 l?ellvery outbound Outb(?und ord'er quantity of this wave/total received unit 10% 999 95%
timeliness rate quantity of this wave
Material KPIs assessment of warehouse packaging material o
management resources management, directly multiply the weight by the score value 10% 100

(Dispatched personnel cost + long-term temporary employee .

The point X

Human OSOUTCES cost + short-term temporary employee cost)/(total number of deduction Levell: 0.33

B2C shipments + total number of B2B shipments) item Level2: 0.29

Note: The number of delivered items does not include dial
Outbound : Total work orders/total orders *100% due to warehouse The point | parts per 5 parts per

. experience . deduction
variance rate operation problems item 100,000 100,000
Class I accident (loss less than 500
yuan or internal complaints from
.. . S suppliers);

Definition of quality accident: Class IT accident (loss of 500-2000

(1) Interdepartmental complaints handled by the .

headquarters; yuan or complaints from

. ’ . . . headquarters, suppliers, third-
Customer (2) Daily cases and crisis events from customer service; The point .
a g . B . . . party logistics, etc.);
complaint experience Under the following circumstances, the quality accident shall deduction . ;
. e . Third level accident (loss of more
accident be degraded :(1) the responsibility is not clear, but the item .
. P than 2000 yuan or complaints
warehousing responsibility shall not be excluded; (2) Non- from sellers. complaints from
warehousing full responsibility has been clearly determined ; 2 P
. . industry and commerce,

(later adjustment according to SOP) / . "
complaints from high social
exposure or public criticism of the
company, etc.)

Violations include but are not limited to:

(1) No film wrapped around the goods;

(2) The filler is not filled leading to damage of goods;

®) Special operation;

(4) The delivery time is longer than the proper delivery time; The point

irregularities experience ® The report is not timely; deduction | 0 0

The audit section includes but is not limited to: item




3.3 RDC B2B Warehouse Assessment System

Develop KPIs assessment indicators for B2B business characteristics of Xiaomi logistics and warehousing.

indicators W Target
Monthly total number of outbound shipments/monthly total . .
A people work efficiency number of attendance/daily working hours 20% ]]:::Zg: 3(5)8 ]]:::Zg: %8
(Attendance is for project team only) ) )
Production aging = operation aging + handover aging /2
Group purchase production timin. Time of operation =(pre-delivery time - order time)*24 15% 6.0 70
time limitation & Handover time =(outbound time - pre-outbound time)*24 ° . :
(Excluding reservation and vehicle order)
Rice pfoductlon time timing Product{on aging = incoming ~ pre-outgoing time 15% 35 45
limitation (Excluding city car orders)
VIP wave delivery time rate | outbound Outbqund orqer quantity of this wave/total received unit 20% 100% 999%
quantity of this wave
Group purghase wave time outbound Outbqund ordgr quantity of this wave/total received unit 15% 99% 95%
rate of delivery quantity of this wave
Melter wave time rate of outbound Outbqund ordgr quantity of this wave/total received unit 15% 99% 95%
deliver quantity of this wave
. . . . The point 2 parts per 5 parts per
Outbound variance rate experience Number of work units/Total number of outbound units deduction item 100,000 100,000
Violations include but are not limited to:
(1) No film wrapped around the goods;
(2) The filler is not filled leading to damage of goods;
®) Special operation;
(4) The delivery time is longer than the proper delivery time; i
. L. . ® Th - —_— The point
irregularities experience e report is not timely; deduction it 0 0
The audit section includes but is not limited to: cduction item
(@ Weekly/monthly inventory drawing;
(@)B2B library process operation specification;
(3) Regular inspection;
@78 management standard;

3.4 Annual KPIs assessment dashboard
3.4.1 RDC Operation KPIs Report in 2018
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3.4.2 B2C Operation KPIs Report in 2019
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3.4.3 B2B Operation KPIs Report in 2019
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3.4.4 RDC Operation KPIs Report in 2020
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4 National Warehousing Cost System Construction

4.1 Background

In order to control the average price of Xiaomi self-operated warehouses, labor costs, and consumables costs, and at the same time, conduct
real-time monitoring and comparison with the operating costs of outsourcing warehouses, build a national warehouse cost system, which can
guide 7 regions of China to review monthly/semi-annual/annual cost. Then through the analysis and improvement to reduce the national

average piece cost by 0.11 yuan per piece.
4.2 Warehousing Cost Keywords

4.2.1 Composition of Warehousing cost

(1) Business volume: business order volume, business piece quantity, express order quantity, express piece quantity, self-bill of lading
quantity, self-pickup quantity

(2) Warehousing rent: contract rent, over-area rent, average cost of storage receipts, and average cost of storage parts

(3) Labor cost: cost of own staff, cost of dispatched staff, cost of temporary labor, cost of security personnel, year-end bonus, cost per
manpower bill, cost per manpower component

(4) Packaging consumables: carton, water-soluble tape, air pillow, express bag, thermal printing paper, packing list, Mi Logo tape, printing
consumables, cost per consumable bill, cost per consumable part

(5) Management expenses: utility expenses, heating expenses, equipment leasing, storage insurance expenses, communication expenses,
maintenance expenses, equipment purchases, office supplies expenses, transportation expenses, travel expenses, warehouse

decoration/beautification, large-scale activities expenses, team building expenses ,other expenses
4.2.2 Calculation Caliber

e Average cost of warehouse order = total rent/total unit

e  Average cost of warehoused items = total rent/total number of items

e  Average cost of labor unit = total amount of labor cost/total unit

e Average labor cost = total amount of labor cost/total number of pieces

e  Average cost of consumables per unit = total packaging amount/total per unit

e Average cost of consumable parts = total amount of packaging/total number of pieces



4.3 Annual Warehousing Cost Dashboard
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5 Optimize and upgrade Xiaomi logistics and warehouse system

5.1 Background

The traditional Xiaomi logistics WMS3.0 system is mostly operated by humans, and there is almost no warchousing operation strategy,
resulting in low warehousing efficiency for users. Take this opportunity to upgrade the traditional WMS system and name its WMS Pro,
which is based on the original warehousing operation function point. On the above, add strategy configuration and rule configuration, so that

different warehouses across the country can be customized according to their own characteristics
5.2 System Introduction

5.2.1 WMS Pro Panorama
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Xiaomi Logistics Warehouse Management System - Professional Version (WMS Pro) WOMS
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5.2.2 Visualized Floor Plan of Multi-Dimensional Locations
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5.2.3 Storage Capacity Threshold and Storage Capacity Management
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5.2.4 Combined with Windows client, automatic ordering based on custom strategies
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5.2.5 Strengthen warehouse operational capacity
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5.3 Function Optimization

As the product designer, design the function and information system interface of Warehouse Management System Pro from 0 to 1.

(1) Customer demand investigation: design warehouse operational information system functions through investigation of first-line
warehouse requirements, and output business requirement documents.

(2) System interface design: product interface design, design the WMS Pro system interface from 0 to 1.

(3) System function design: design system function according to actual business needs on site, including query function, full function from
picking task distribution to warehouse delivery, data report function, involving Web end, PDA end (based on Android system), PC end;

(4) Follow-up test: follow-up system function test and continue to optimize according to actual business needs.
5.4 Conclusion

Optimize the Mi Logistics WMS3.0 system, write 40+ technical reports within one year, and improve the work efficiency by 23%; Based on

the characteristics of Mi Logistics, the Mi Logistics WMS Pro system is designed from 0 to 1. The current version 1.0 has been launched.



6 Third-Party Logistics Supplier System Management Construction

6.1 Background

Due to warehousing cost issues, warehousing location issues and other factors, Xiaomi logistics self-operated business outsourcing is carried
out according to business characteristics. Based on the capabilities and background provided by the supplier, select a third-party logistics

supplier that fits Xiaomi's logistics business.
6.2 3PL. Management System
6.2.1 Sort out the management system of 3PL subcontractors

e  Business analysis: calculate and forecast outsourcer's business volume and expenses based on historical data

e Develop subcontractor management system: develop subcontractor management SOP

e  Update subcontractor assessment KPIs: carry out fine management of KPIs and add multi-dimensional KPIs assessment indicators

e Increase the reward system: since the current KPIs assessment only penalized the three parties, it is necessary to increase the reward
system in the future, for example, a certain percentage of bonus is fixed every month to reward excellent suppliers (ranking

according to KPIs)
6.2.2 Collaborative commerce: Determine the three-party outsourcer

e  Provide business data: provide past business data, stored data and KPIs assessment according to business needs, so that business

can make outsourcer quotation logic

e Provide expense data: provide accrued expenses in the past according to business needs, simulate and estimate the estimated
expenses in the next six months to one year

e  Collaborative commerce: identify third party outsourcers
6.2.3 Prepare for Nov. 11

e  Assist tripartite contractors to prepare for Nov. 11

e  Provide single volume sales forecast in advance

e  Preparation: cooperate with the three parties to prepare personnel, equipment, packaging materials and plans, and estimate
production capacity

e  Data monitoring: provide real-time delivery data every 2H during activities

e Activity review: Invite the third-party outsourcers to conduct activity review within one week after the event
6.2.4 Target

e  Strengthen the management cooperation of three subcontractors
e  Strengthen Xiaomi & 3PL cooperation

e  Strengthen the professional management of outsourcers

e Introduce the unique management methods of three suppliers

e  Promote cooperation and improve operational quality



6.3 3PL Management Plan

Develop KPIs assessment indicators according to the FDC business characteristics of Xiaomi logistics and warehousing.

classification

Score

Indicators sho

Calculation method and explanation

Make an appointment in time and finish the shelves within the

responsibility has been clearly determined (later adjustment
according to SOP)

2000 yuan or complaints from sellers,
industrial and commercial complaints,
complaints with high social exposure
or public criticism of the company,
etc.), buy and compensate the goods
ordered and fined 1500 yuan;

specified time Factory
(1) Goods transfer: All goods delivered before 16:00 of the day arrival:
Not timely must be put into warehouse on the same day if there is no abnormal 2H
2 Put in situation; The goods arrive after 16:00, need to complete 5 points will be deducted for each Arrival
warehousing 5 . . : .
and shelving warehouse warehousing })efore 12:00 the next fiay, . overdue time of
(2) Factory direct goods: shelves will be completed within 2 hours transfer:
after warehousing; as
(3) The appointment review shall be completed within one hour stipulated
after the appointment slip is transferred to the WMS system;
(1) Order cancellation and return to warehouse (after hours
according to the actual situation of each warehouse) :
The goods shall be returned to the warehouse before the end of
work and put into warehouse before the end of work on the same
The return to Putin day; After work, th‘e goods will be returned to the warehouse and 5 points will be deducted for each
warehouse is 10 stored before 12 o 'clock the next day. 0
. warehouse - . overdue order
not timely (2) Return order for warehousing:
The goods will be returned to the warehouse before 16:00 and put
into warehouse at 24:00 on the same day; The goods will be
returned to the warehouse after 16 o 'clock and put into warehouse
before 12 o 'clock the next day.
Night
Homework - L . . 10 points will be deducted for overtime shifts:
. Timing 10 Order closing time ~ pre-delivery time e SH
time of monthly assessment .
No night
shift: SH
alue: S 0
Time rate of outbound 10 Ollnbound order quantity of this wave/total received unit quantity of gg{f:; t‘:;?lllu gé?eliizz‘t)erg ?;: Z:c/l:’ 150 % 99%
wave delivery this wave decreas
ecrease
211 outbound outbound 5 Ollnbound order quantity of this wave/total received unit quantity of ;l;arrega?h‘i/;}gugéfzzln[gi?rl:: 1&]5]&: ]ilven 99%
this wave L -
given if not reaching 99%
Timely rate outbound 5 Ollnbound order quantity of this wave/total received unit quantity of ;l;arrega?h‘i/;}gugéfzzln[gi?rl:: 1&]5]&: ]ilven 99%
this wave L -
given if not reaching 99%
nventory variance = physical
inventory/system inventory
Tmall 36 H In the library 10 Inventory data, system and physical data 100% match Achieving the target deserves full 100%
marks, failing to achieve the target
deserves no marks
(1) The warehouse completed the order clearing on the inventory
day according to the required cut-off time, and started the inventory
on time
(2) Finish the stocktaking before 24:00 on the day of stocktaking, This item is for monthly inventory, if it
and the system verification is completed when stocktaking is is not implemented as required, 5
completed (abnormal problems can be eliminated after being points will be deducted for one item
Timely In the librat 5 verified by directly affiliated RDC in time) This item is not allowed to reach the 0
delivery rate Yy (3) Submit inventory form as required (the "confirmation signature RDC time, as long as it is mailed
form" of inventory shall be signed by the person in charge of FDC within the required time
and external warehouse. After confirming that the inventory data Inventory variance rate = physical
and statement format are correct, the form shall be sent to the RDC quantity/system inventory;
within 4 days after the inventory is completed)
(4) Inventory data, 100% matching between system and physical
data;
Inventory . The total amount of work orders caused by warehouse operation 5 points will be deducted for each work
experience 20 0
accuracy problems order
Violations include but are not limited to: 5 points will be deducted for each
(1) No film wrapped around the goods; (2) The filler is not filled occurrence, and the deduction will not
inventory experience 10 leading to damage of goods; @) Special operation; (4) The delivery be reversed until the deduction is 0
time is longer than the proper delivery time; &) The report is not completed, and the score will be
timely; ©) Not returned to the warehouse in time; included in the final KPIs score
Class I accident (loss less than 500
yuan or internal complaints from
suppliers, etc.), purchase and
compensate the ordered goods and fine
Definition of quality accident: 500 yuan;
(1) Interdepartmental complaints handled by the headquarters; Second class accident (500-2000 yuan
The number (2) Daily cases and crisis events from customer service; loss or complaints from the
of times the The point headquarters, suppliers, third-party
order is not experience deduction | Under the following circumstances, the quality accident shall be logistics, etc.), buy and compensate the 0
delivered item degraded :(1) the responsibility is not clear, but the warehousing goods ordered and fined 1000 yuan;
accurately responsibility shall not be excluded; (2) Non-warehousing full Third class accident (loss of more than




(1) Timeliness and accuracy of information feedback: for reports
and other required data information (report requirements provided
by Xiaomi) and abnormal report and preparation feedback, 2 points
will be deducted if there is no timely feedback or inaccurate
feedback once;

(2) 7S: Headquarters and RDC personnel go to FDC to check
according to the 7S checklist, and one point will be deducted for
The point | each unqualified item;

irregularities experience deduction | (3) Timeliness of work order feedback: reply to work order before
item 16:00 on the same day, reply to work order after 16:00 before 10:00
on the next day, 5 points will be deducted for one overtime;
Requirements: 1) Clear surveillance video; 2) The video has the
correct time watermark

(4) RDC inspection and other deduction items: Headquarters and
RDC personnel go to FDC/DC to check according to the security
check list, and rectify problems. If they do not obey the
management, 5 points will be deducted once;

Points will be deducted according to
the circumstances

6.4 Supplier Switching Plan

(1) Supplier selection: Calculate storage costs, formulate reference quotations for outsourcers based on the characteristics of Xiaomi's
business; put forward bidding requirements for business, output supplier management requirements documents; participate in the evaluation
of bidding and supplier ratings, select high-quality suppliers, and guarantee The outsourcing is smooth, which can guarantee the daily
production of the warehousing, for example: the 24H delivery rate of orders is not less than 95%.

(2) Relocation preparation: output the overall relocation plan, including the division of labor of the relocation project team, project execution
arrangements, relocation rhythm, material preparation, system configuration guidance and precautions, communicate with related parties one
week in advance and confirm that the preparation is adequate.

(3) Relocation stage: take the lead in arranging the overall relocation project, communicate with the Ministry of Commerce to confirm the
tripartite operation capability, communicate with the Transport Department to reconfigure routes, communicate with the Product Operation
Department to adjust the distribution plan, communicate with the Sales Operation Department to adjust channel inventory quotas, and finally
lead Develop relocation arrangements for warehouses to ensure non-stop production and relocation

(4) Relocation of relocation: After the relocation is completed, the relocation resumption will be carried out, review the project objectives
and achievement, record the project problems and solutions, summarize the advantages and disadvantages, and monitor the achievement of
various KPI indicators after the completion of the relocation. Situation: The final project is to increase the national product local satisfaction

rate by 5%, reduce the national order cross-region rate by 8%, and reduce the average order cost by 0.2 RMB per order.
7 Conclusion

Launched the competition scoring system, managed 7 RDC/FDC outsourcing suppliers, continuously monitored the operation quality and

KPIs, and improved the NPS of outsourcing warechousing service by 8%.
8 Overall Revenue

(1) From 0 to 1 to build the Xiaomi logistics warehousing operational management information system, and Xiaomi logistics is still using
this operational information system.

(2) Develop KPIs assessment schemes for Xiaomi characteristics from 0 to 1.

(3) The local satisfaction rate increased by 11%.

(4) Warehouse service NPS increased by 8%.

(5) The national average unit cost was reduced by 0.11 yuan per unit.



