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Executive Summary

As organizations explore and consider speculative cost reduction initiatives, their
decisions regarding which initiative(s) to pursue and of those which to prioritize
are typically based on a combination of the required investment and its expected
return. This paper presents the pro forma model and return on investment (ROI)
analysis associated with an innovative print procurement and management
program provided by the American Print Management (APM) division of e-LYNXX
Corporation. The program offers a compelling value proposition delivering strong
ROI while requiring no up-front capital outlay. A unique and attractive element of
this program is that all investment is funded directly from the resultant hard
dollar cost savings and only applies after the cost reduction has been realized.

When the e-LYNXX patented competitive procurement method is applied through
its program in combination with a set of sensible best business practices the
company guarantees that organizations will achieve cost savings of at least 25%.
In a typical organization, program performance at this level delivers a 270% ROI.
e-LYNXX clients have historically experienced an average cost savings of 42%
translating to a 282% ROI for the typical organization. The ROl models are based
purely on measured hard dollar cost reduction. Though the program provides an
opportunity for additional fiscal benefit to be realized through improved
organizational efficiency and soft cost reduction, these benefits are excluded from
the models presented but should be considered both tangible and accretive.

The APM program allows clients to achieve transparency, reporting,
accountability and process control of their print procurement while gaining
significant cost savings. The benefits are gained by applying the e-LYNXX
patented methods; supported by print domain expertise, facilitated through a
robust management system and optimized through sensible best practices.

A thorough explanation of the APM program is presented in "How Organizations
Can Realize Transparency, Control and Significant Cost Reduction”, a white paper
available for complimentary download at www.e-lynxx.com/whitepaper.

The business method used to garner these savings is contained in U. S. Patent No.
6,397,197 and U.S. Patent No. 7,451,106 - both owned by e-LYNXX Corporation.

Copyright © 2010 e-LYNXX Corporation


http://www.e-lynxx.com/whitepaper

Compelling Return on Investment Without Up-front Investment or Risk

What Is Print Spend?

Throughout this document, the term ‘print spend’
refers to the portion of an organization’s operating
costs allocated toward the procurement of printing
services and materials. Print is broadly defined as
the creation or reproduction of an image or other
information on any substrate or material by any
method. With this definition, print encompasses an
array of commonly procured items including:

e commercial printing

e  packaging, cartons, containers and labels

e  marketing materials, direct mail, and
advertising specialties

e point of purchase displays, billboards and
signage

e binders, folders, and collateral material

e financial, regulatory, investment, and legal
information and reports

e business forms

e duplication and copying

e maps and engineering drawing

e product, personnel, and training manuals

e credit, phone and identification cards

e CD, DVD and digitally mastered items

® newspapers, magazines and inserts

e screen-processed and embroidered items

e items reproduced on paper, plastic, or
other substrate

. and the list goes on.

Organizations should be familiar with and actively
manage their print spend because it likely has
considerable impact on bottom-line profitability. An
organization’s print spend can equate to 3% or more
of its gross revenues, yet unlike other significant
expense areas, print tends to be overlooked, often
procured through relationship-dependent methods
in a decentralized and fragmented fashion.

Traditionally effective procurement methods fail to
address the distinctions associated with buying
customized, specification-defined goods and services
like print. e-LYNXX has developed and patented a
competitive methodology just for that purpose and
it is proven to reduce out-of-pocket costs by 25% to
50%. e-LYNXX has also constructed a fee-for-service
model that allows clients to realize this fiscal benefit
without up-front or advanced investment of capital;
their principal fees are based on receiving a minority
portion of the realized program savings.

Pro Forma Parameters

The generic pro forma model used in this paper was
prepared with intent to apply to a wide range of
organizations. The model uses a round number print
spend of $100 million and assumes a distribution of
that volume based on extensive e-LYNXX experience
working with clients offering B2B and B2C products
and services in a variety of industries. However, the
model is directly scalable delivering consistent ROI
for organizations with greater and lesser print spend.
The model is also easily adapted to account for
varied volume distribution. Given precise
assumptions, e-LYNXX can develop a tailored pro
forma model and provide prospective clients with a
specific ROl analysis. In all cases, the combination of
strong ROI and self funding investment will present a
compelling value proposition.

Print Spend Assumptions

The e-LYNXX program and models presented here
consider an organization’s annual print spend to
generally take place in three broad categories:

1.) Eligible for Bid — This category contains
print projects that are optimally procured
through a competitive bid-and-award
process on a project-by-project basis. The
projects commonly represent unique
requirements (such as marketing direct mail
campaigns) or ongoing requirements where
the buyer does not wish to carry inventory.

2.) Sole Sourced — These projects, while
potentially or likely eligible to be procured
through competitive bid and award, are
ultimately awarded to a specific vendor or
vendor set due to a variety of buyer-specific
business reasons.

3.) Directed Buy — This category contains
projects pre-determined to be suited to
and/or produced by the organization’s in-
plant print operation or are optimally
managed by awarding their production to
outside suppliers through annual contracts
(examples include magazines or other
periodicals or items with consistent
specifications and a high consumption rate
such as product manuals).
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By managing the procurement and production of its
print in all three categories through the APM
program, e-LYNXX clients achieve considerable
operational benefits including full transparency,
reporting, accountability and process control.
Through this, the print buying organization expands
its information set improving its ability to plan and
execute print buying decisions and gains process
efficiencies that improve organizational productivity.
When the e-LYNXX patented method is applied in
concert with a set of best business practices, e-
LYNXX guarantees a minimum of 25% reduction in
procured print costs for the body of work procured
through competitive bid and award. Historically, the
average experience of e-LYNXX clients has been to
achieve a 42% cost reduction.

Print Spend Distribution Assumptions

The models below present a speculative view of the
program’s fiscal impact given an assumed total
annual print spend of $100 million. For simplicity, a
uniform distribution of the print spend was assumed
to take place across each quarter of the year.

e-LYNXX has discovered that print procurement in an
organization is consistently dominated by the
‘Eligible for Bid’ category while the ‘Sole Sourced’
and ‘Directed Buy’ categories collectively make up a
minority share. The magnitude and split of this
share is largely a function of whether the buying
organization possesses in-plant print production
capability and/or procures large volumes of
applicable projects. Consistent with that typically
observed by e-LYNXX, the print spend distribution in
these models is assumed to break down as follows:

Eligible for Bid: ~ $80 million (80%)
S5 million  (5%)

Sole Sourced:

Directed Buy: $15 million  (15%)

Standard Fee Structure Assumptions

The standard e-LYNXX service fee arrangement is
fundamentally based on a gain-share model with
charges resulting from and funded through program
success and realized savings. In this arrangement,
there are no up-front deployment charges, training
fees, ongoing retainers or costs for IT integration,
customization or program web-based and telephonic
support. Aside from recovery of pre-approved travel
and living expenses associated with program
deployment, the e-LYNXX fees are based on
transactional activity and derived differently
depending on the category of print procured. For
competitively bid and awarded projects (‘Eligible for
Bid’), e-LYNXX fees are based on a minority
percentage of the measurable cost reduction. For
non-competitively awarded projects (‘Sole Sourced’
and ‘Directed Buy’) fees are based on a percentage
of the net project production cost. This means the
program has a scaled expense structure and
presents minimal financial risk. e-LYNXX encourages
clients to conduct as much print procurement as
practical through a competitive bid and award
process on a project-by-project basis. This optimizes
the organization’s ability to reduce cost and increase
ROI through a completely self-funded experience.
The following assumptions (consistent with standard
contract terms) are employed in the models:

e Eligible for Bid — e-LYNXX fee equals 25% of
the realized cost savings, while the client
retains 75% of the cost savings resulting
from the program;

e Sole Sourced — e-LYNXX fee equals 5% of
the net project invoice (excluding freight
and taxes); and

e Directed Buy — e-LYNXX fee equals a
percent of net project invoice (excluding
freight and taxes). In practice the fee is
dependent upon the level of services
required to support readiness and
execution associated with the procurement
and generally ranges from 0% to 2%. (1%
fee was assumed for the models below).
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Model A - Cost savings realized on “Eligible for Bid” work = 25%
25% cost savings = e-LYNXX guaranteed minimum

(all dollar values x 1,000)

Q1 Q2 Q3 Q4 Total Year
Eligible for Bid | $ 20,000.0 | $ 20,000.0 | $ 20,000.0 | $ 20,000.0 | $ 80,000.0
Current |sole Sourced $ 1,2500|¢$ 1,2500|$ 1,2500|¢$ 1,2500]$ 5,000.0
Program |DirectedBuy | $ 3,750.0|$ 3,7500 | $ 3,750.0 | $ 3,750.0 | $ 15,000.0
Total $ 25,0000 [ $ 25,000.0 ['$ 25,000.0 |'$ 25,000.0 | $100,000.0
Eligible for Bid | $ 15,000.0 | $ 15,000.0 | $ 15,000.0 | $ 15,0000 | $ 60,000.0
APM |[sole Sourced $ 1,2500|¢ 1,2500|$ 1,2500|¢$ 1,2500]$ 15,0000
Program |DirectedBuy | $ 3,750.0|$ 3,7500 | $ 3,750.0 | $ 3,750.0 | $ 15,000.0
Total $ 20,000.0 | $20,000.0 | $20,000.0 | $20,000.0]$ 80,000.0
Eligible forBid | $ 5,000.0 | $ 5,0000|$ 5,0000][$ 5,0000]|$ 20,0000
Gross Sole Sourced S - S - S - $ - S -
Savings |Directed Buy S - | - 1S - | - 18 -
Total $ 5,0000|¢ 50000]|$ 50000|¢$ 50000]|$ 20,0000
Eligible forBid | $ 1,2500]$ 1,2500]$ 12500 ¢ 1,2500[$ 5,000.0
Program [sole Sourced $ 625|s 625]% 625|$s e625]% 2500
Fees Directed Buy S 375 S 375]S 375 S 375]S 150.0
Total $ 13500 ¢ 1,3500]$ 1,3500|¢$ 1,3500]$ 5,400.0
Eligible forBid | $ 3,750.0 | $ 3,7500|$ 3,7500[ $ 3,7500|$ 15,000.0
. |sole sourced $  (625)|s (6255 (625)|s (625]% (250.0)
NetSavings I\ cqedBay |5 7sls  c7sls  @7sls  @7sls  @soo)
Total $ 3,6500]¢ 36500]$ 3,6500|¢ 3,6500]$ 14,600.0

Results (assuming a 25% reduction in the “Eligible for Bid” portion of annual print spend)

Gain from Investment: $20.0 million
Cost of Investment: $5.4 million
Net Savings: $14.6 million
Return on Investment = [(Gain — Cost) / Cost]

[(20-5.4) / 5.4]

270%

Return on Investment continues year after year as measurable cost reductions verses market price are maintained
or deepened on an on-going basis.
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Model B — Cost saving on “Eligible for Bid” work = 42%
42% cost savings = e-LYNXX historical average

(all dollar values x 1,000)

Q1 Q2 Q3 Q4 Total Year
Eligible for Bid | $ 20,000.0 | $ 20,000.0 | $ 20,000.0 | $ 20,000.0 | $ 80,000.0
Current |sole Sourced $ 12500 ¢ 1,2500|$ 1,2500|¢$ 1,2500]$ 5,000.0
Program |Directed Buy $ 3,7500| ¢ 3,7500|$ 3,7500| $ 3,750.0| $ 15,000.0
Total $ 25,0000 [ $ 25,000.0 [$ 25,000.0 |$ 25,000.0 [ $ 100,000.0
Eligible for Bid | $ 11,600.0 | $ 11,600.0 | $ 11,600.0 | $ 11,6000 | $ 46,400.0
APM  |[sole Sourced $ 1,2500|¢$ 1,2500|$ 1,2500|¢$ 1,2500]$ 5,000.0
Program |Directed Buy $ 3,7500|¢$ 3,750.0|$ 3,7500| $ 3,750.0| $ 15,000.0
Total $ 16,600.0 | $16,600.0 | $ 16,600.0 | $ 16,600.0 | $ 66,400.0
Eligible forBid | $ 8,400.0 | $ 84000 |¢$ 84000]$ 84000|$ 33,6000
Gross Sole Sourced S - S - S - S - S -
Savings |Directed Buy S - $ - S - $ - S -
Total $ 84000|$ 8,4000]|$ 84000|$ 8,4000]$ 33,6000
Eligible for Bid | $ 2,200.0 | $ 2,2000|$ 2,2000]$ 2,2000|$ 84000
Program |Sole Sourced S 625] S 625]S 625]| S 62.5] S 250.0
Fees |Directed Buy $ 375|s  375]% 375|$ 375|¢ 1500
Total $ 2,2000|¢$ 2,2000]$ 22000 2,2000]% 88000
Eligible forBid | $ 6,300.0 | $ 6,3000|$ 6,3000]$ 6,3000|$ 25,2000
X Sole Sourced S (62.5)] s (62.5)] S (62.5)] S (62.5)] S (250.0)
NetSavings | edBay |¢  675ls ©7sls 67sls G7s|s  @soo)
Total $ 6,2000| ¢ 6,2000]$ 6,2000]¢ 6,2000]% 24,800.0

Results (assuming a 42% reduction in the “Eligible for Bid” portion of annual print spend)

Gain from Investment: $33.6 million
Cost of Investment: $8.8 million
Net Savings: $24.8 million
Return on Investment = [(Gain — Cost) / Cost]

[(33.6-8.8)/8.8]

282%

Return on Investment continues year after year as measurable cost reductions verses market price are maintained
or deepened on an on-going basis.
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Additional Deployment and Support Services

As part of a standard program launch, e-LYNXX provides extensive professional services performing all
implementation, deployment and readiness activities required to establish a foundation for sustained program
success. Over the course of several weeks, e-LYNXX would, at no additional charge (except for recovery of pre-
approved travel and living expenses) perform all of the activities required to ensure that the client experiences a
successful launch of the APM program and the Print Management Center. From a high level, the implementation
process would include the following phases:

¢ Information Gathering — e-LYNXX gathers detailed information and analyzes the “as is” processes

e System Preparation — e-LYNXX reviews and addresses client policies and preferences and creates a library
of project templates that become available for instant access and use

e Vendor Qualification and Preparation — Client vendors (print suppliers) are identified, oriented, invited to
participate, objectively qualified, reviewed and conditionally accepted by the client, added to and trained
on the Print Management Center system

e User Training and Preparation — Client system users and stakeholders participate in hands-on system
training

Implementation Plan
Execution

Information Gathering Launch

| | |

1 1 1
Major Implementation Phases

| | |

Information Gathering

User Training
and
Preparation

| Vendor Sourcing, Qualification and
! Preparation

After launch, e-LYNXX professional and client services team supports execution of the program including provision
of all required procurement and production support services. With access to expertise, support and reporting,
clients achieve full visibility into enterprise-wide print spend and activities, streamline the procurement process
and optimize supplier management. All necessary and appropriate system configuration and customization and
professional support services are included within the scope of the program’s core fee structure and are not
separately chargeable.
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Summary of Program Services and Expected Return

Conclusion

@ 25% Savings @ 42% Savings
Deployr.nent rela.ted Included Included
professional services
PMC system cfuston.'nzatlon Included Included
and configuration
Vendor qualification services Included Included
System training Included Included
Ongmpg access ?o Included Included
professional services
Price estimation Included Included
Specification de.velopment Included Included
and review
Procuremept support Included Included
services
Production support services Included Included
Program Fees 5,400.0 8,800.0
Total Cost of Investment 5,400.0 8,800.0
Gain from Investment 20,000.0 33,600.0
ROI = [(Gain - Cost) / Cost] 270% 282%

The opportunity to implement a cost reduction program that targets a significant expense category while offering
high ROI with no up-front investment or risk would be attractive to any organization. The print procurement and
management program offered by the APM division of e-LYNXX Corporation is just such a program. This program
has been proven to reduce hard-dollar print procurement costs by 25% to 50% and delivers ROl in excess of 270%
for a typical organization.

Organizations partner with e-LYNXX to achieve this dramatic print cost reduction while enhancing their
procurement transparency, effectiveness and control. By adopting the APM program and employing its patented
procurement method, professional support services, robust management system and best business practices,
these organizations are gaining the ability to simultaneously achieve the best cost, quality and service available —
all through a self-funded program that is paid for directly out of program savings.
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About e-LYNXX Corporation

e-LYNXX Corporation developed the patented method integral to e-commerce. Endorsed by Educational
& Institutional Cooperative Purchasing (E&I) and Printing Industries of America (PIA), e-LYNXX drives
results through its three divisions. e Patented Procurement Method licenses the automated supplier
selection process used in procurement systems. e American Print Management provides systems,
services and a patented method to reduce substantially the procured costs of direct mail, marketing
materials, labels, packaging and other procured print. e Government Print Management offers effective
U.S. GPO bid services and strategies. www.e-LYNXX.com — 888-876-5432

e-LYNXX Corporation
1051 Sheffler Drive
Chambersburg, PA 17201
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