a_

L o i
24 The Leur's Personal Pair Proposal

S

{ JEANFINDER } WOMEN
4

HATLUFRAL

WAIST LINE
...... o .

HOW DO YOU LIKE
0 YOUR JEANS TO SIT
ON YOUR WAIST?

SITS AT WAIST SITS BELOW WAIST LOW RISE




Heidi Green

‘“Personal pair”

Custom Clothing Technology Corporation (CCTC) &2
Levi StraussOll &HZH3| Ab(joint venture) NI et

— Levi's & HE(HUIX) + & S M A (mass customization)

13

02

DWo| =S5 Q7o IS OHLE AEH I QS (fit
(@)

AH

= M A
[== Rl

HEXl=
A

=
(/1L



VS

gtor CCTCI |0 =X EoH

HUIK AIZUAS S22 AE BRe HIMD Al2ES YH| 8 Hiote2
Il Z2|0|Y ) SEX0 MARES A5 HEEHO QHE WsE A

BC 238 0|8 Z(profit margin)

= ANEARZE=E
HetS Xl Klots =
(seemed supportive)




Company Background and History

Levi Strauss and Co.
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Company Background and History
HiolHl & A, UKl = fashion statement & e
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Company Background and History
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Denim
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-nd the Denim industy
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Exhibit 1 Levi Strauss Financial Performance

the Denim industy

1994 1993 1992 1991 1990
Income Statement
Net sales $6,074,321 $5,892,479 $5,570,290 $4,902,882 $4,247,150
Cost of goods $3,632,406 $3,638,152 $3,431,469 $3,024,330 $2,651,338
Gross Profit $2,441,915 $2,254,327 $2,138,821 $1,878,552 $1,595,812
Selling G&A Exp $1,472,786 $1,394,170 $1,309,352 $1,147,465 $922,785
Non Operating Income -$18,410 $8,300 -$142,045 $31,650 —$36,403
Interest Exp $19,824 $37,144 $53,303 $71,384 $82,956
Income Before Taxes $930,895 $831,313 $634,121 $691,353 $553,668
Taxes $373,402 $338,902 $271,673 $324,812 $288,753
Net Inc Before Ext Items $557,493 $492,411 $362,448 $366,541 $264,915
Ext Items —$236,517 $0 -%1,611 —$9,875 —$13,746
Net Income $320,976 $492,411 $360,837 $356,666 $251,169
Growth
Sales Growth 3.1% 5.8% 13.6% 15.4%
Net Income Growth —34.8% 36.5% 1.2% 42.0%
Key Financial Ratios
Quick ratio 1.57 1.03 0.76 0.87 0.73
SG&A /Sales 24.25 23.66 23.51 234 21.73
Receivables Turnover 6.68 6.87 7.67 7.31 6.88
Inventories Turnover 7.76 7.44 7.64 7.5 7.29
Total Debt/Equity 257 10.57 34.39 71.82 221
Net inc/Sales 5.28 8.36 6.48 7.27 5.91
Net inc/Total assets 8.18 15.84 12.53 13.54 10.51
= o=
1990~1994= Revenue growth =& &, Income growth 1DEZX| &
i~ O (@) ol & = (o)
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Exhibit 2

Profitability Analysis of Women’s Jeans

Wholesale Original Levi’s  Personal
Channel Store Channel  Pair? Notes
Operations, per pair
Gross Revenue $35 $50 $50 retail price with a 30% channel margin.
Less markdowns _B =5 Avg. channel markdowns of $5; 60% born by mfg.
Net Revenue 32 45
Costs
Cotton ‘”‘l\' 5 5
Mfg. ¢ n 7 7 High labor content since-all jeans hand-sewn.
Wholly owned distribution network for OLS
Distribution 39 e s | channel. Add $2 for warehouse to store.
Total —21 23
COGS
Gross Margin 11 22
SG&A ot ~19¢
Profit Before $2 $3
Tax
Investment, per pair o
Inventory 4 $12 77 days for Levi's wholesale channel & 240 days
for OLS stores to include retail inventory.
Less A/P (1) 1) Reflects 27 days of Accounts Payable.
Accounts _4 -0 51-day collection period for wholesale. Retail
customers pay immediately.
Receivable
Net working capital 7 1
Factory PP&E B 5 Reflects a sales to fixed asset turnover of 5.33.
Distribution PP&E 1 2 Doubled for OLS channel due to additional retail
/ distribution investment (estimate).
Retail Store gen 1) 20 $2.4M/OLS store for 120,000 pairs sold /yr (est.).
Total Investment $13 $38
Pre-tax return on 15% 8%
invested capital SN [
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Personal Pair Proposal

Personal pair project M CtXI: SMIF MBI, HEMATIS U2 BMZ I 6HAH of = H Ok

NEEIN
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Personal Pair= EHIX| StSMHA T2 )

Levi Strauss & CCTC, in Newton, Massachusetts & & 3| Al
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How it would work

Original Levi’s Store(OLS)0| HIER 3 PC’s 2t Personal Pair kiosksS & X|
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Pricing(7}4 FA)

How much of a price primium?

$15 premium + $50 / pair(E= J| 4 Z:off the rack)
SO US 2 220 2Fst JIAs N8 od 280 &=

$5 E=$100 BA=EY A



Planned Scope

Z =92 Mt 412 Original Levi’s Stroe(OLS) 0|
Personal Pair Kiosks®t & & PCE & Xl

U AIAEO0| A SolH

60JH Ol &S| KiosksE 01=3 1 JHLICHOI & &

L5t 2 S0 kiosks openingS Al &

Standard jeans : £ 46(original) + & 19(premium)
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Cost impact(H] & & 3})
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Lead time Cycle time Demand Schedule Demand Schedule Micro demand
variation uncertainty

Uncertainty and variation and variation and variation  and variation

Average 8-month Lead Time

e i demp el Wi feloe Wis Wity Personal pair value chain

Traditional Original Levi’s Store Supply Chain
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Cost impact(H] & & 3})
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Investment impact(5- 4 8 3})

3Z 1F XEHPP&E)Ol 0| HEtE =5 HIEE X F=( 22 ZHIE HS ALE) g,
Metel T2 MM E2 OE RAS0| (S8 fFEECZR) FHHA & ol 23
EX X=20 Sek= = AOICH

EX X9 =IF R2l(Increase in invested capital)
1. CCTC AIAEI I} Levi's &8 A|AEN SEHUl “Z = $3 million 2”7
T SIAI S8 A|AB S& SH0 HloH AlEC=E H2 1|2
2. CCTC QP& FIHIT EXAE: $10/pair
ANAE 222t 72 F SIHH OE A7 2dI0|EE <ok

3. KioskJl OLS AOHAE S| 2 1/329] 22t= XXl : 2 $7 / pair for retail space

EX Ao 2A R92l(Decrease in invested capital)

1. 548 M) 4

Levi’s B M) 2 88 VS Personal Pair program
(2HE MDD S, XM D 2 $1/pair)

2. Account receivable —> net gain : & $2/pair
N2HO| MZE D)) 3= A ZTEHD] 20 (Amazon.com 23 S AH



Cost - efficient Mass customization
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Cost - efficient Mass customizati

The Personal Pair proposal2 HlX ZZ2HAIIH LIS SSES 0EEE
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