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PROBLEM STATEMENT

oum T

D
PRODUCTION INVENTORY

What, how, and when to How much to make, how
produce much to stock

INFORMATION

Basis for making these decisions

-1l / \

TRANSPORTATION LOCATION
How and when to move Where best to do what
product activity

\_/v
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SUPPLY CHAIN STRATEGY FRAMEWORK

High Unpredictable

Access Experience Service Price Assortment

Channel ﬁ ﬁ ﬁ
SU pply Wholesale

Retail

Variability =C0k

Multi / Omni |‘ !

Low Predictable

Low Demand High
Variability
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TRADE-OFFS

HIGH

LOGISTICS COSTS

LOW

Superior
Service Position

INFLECTION

High Service,
Acceptable Cost?

Low Cost,
Acceptable Service?

STRIKING THE
RIGHT BALANCE

Low Cost Position

Not Consumer Acceptable

Consumer Acceptable

SERVICE HIGH
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BUSINESS IMPERATIVES

\ ! ’
- -
4 )

How is change absorbed
while remaining
profitable?

-

Iy

How do we
enable
growth?
How do we
reduce costs?

How do we How do we
plan for th9e rationalize mergers
unknown? & acquisitions?
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LOGISTICS OPERATING COSTS

50.0%
45.0%
40.0%
35.0%
30.0%
25.0%
20.0%
15.0%
10.0%

5.0%

0.0%

Logistics as % Total

Logistics Costs Trade-offs

Transportation  Distribution Fixed / Inventory Other Cost
Variable
( J
Y

Logistics Cost as % Sales — Typically Runs 7-10%

# Facilities
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TRANSPORTATION & THE COST EQUIVALENCE LINE

L3




PARCEL HUBS

Seattle o

Union Gap @
Portland @
Billings @
@ Boise
@ Reno ‘Sulf Lake City
@ Roseville

@ Stockton Donvuro
San Francisco- Colorado Springs @
San Jose-
Oakland

Shafter @ Las Vegas @
Los Angeles @). Pale Sebings Albuquerque O

Phoenix Q)

Tucson @

San Diego @

QO UPS Locations
@ FEDEX Locations

Pflugerville @

Oklahoma City @

Edinburg @

Keene Londonderry
Rensselaer ® Baiton
£ s S,
Minneapelis ~ Green Bay @ soct @ Bwar‘f_er?
Mankato @ Grund Rupidl — Montgomery allingford
etroi
M||wuukoa , Cleveland Snow Shoe, "
alamazoo New Y
Rockford awood (] Q Cm.e @ ew e
Des Moines Chi '“‘90 @nsfield @ Ut HurQurg hiladelphia
Pittsburgh im
Omaha@ Quad Cities @ _Columbus O Washin;?on DC S:t;?ord
Indianapolis'
Cincinnati c
@ South Point
Kansas Ci'v' St Louis Louisville Roanok: Chesapeake
Q Elizabethtown 8 Dublin .‘ @ Er*onu
Bel Aire @ . Paducah @ Kingsport @ 1. @D (O Durham
Springfield @ Netdon
Nashville Fletcher @ @ Raeford
Humboldt @ Charlotte
Memphis O
Little Rock @ Aﬂuma@ @ Athens
Birmingham @
6Dullus
@ Bossier City
Valdost
Hewitt @ @ Alexandria cldosta @
Bokn Roude @ Panama City
o @ ‘ New Orleans Orlando
OH . Beaumont
Schertz @ ouston O.
Tampa @
Fort Myor TR @ Riviera Beach
Miami
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U.S. INDUSTRIAL RENT GROWTH

Year-over-Year (%)
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U.S. INDUSTRIAL SUPPLY AND DEMAND

Completions and Net Absorption (MSF) Completions (L) Net Absorption (L) Availability Rate (R) Availability Rate (%)
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Source: CBRE Econometric Advisors, Q4 2016.
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U.S. INDUSTRIAL SUPPLY AND DEMAND - IMBALANCE

NET ABSORPTION AND DELIVERIES AS PERCENT OF STOCK
Longest Supply/Demand
4% Imbalance EVER

3%
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w \/
-2%
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—Completions ——Net Absorption
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U.S. SUPPLY VS. DEMAND — BALANCE

NET ABSORPTION AND DELIVERIES AS PERCENT OF STOCK
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TAMPA-AREA REAL ESTATE COMPARISONS

Tampa Industrial

W \oconcy Rote === Average Asking Leose Rate

Total Vacancy vs Average Lease Rate (NNN)

Polk County Industrial

Asking Rate ($/5F) Vacancy (%) . \ooncy Rate === Average Asking Lease Rate Asking Rate (5/SF)
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TIGHT LABOR MARKET GENERATES WAGE GROWTH

Average Hourly Earnings (L) Unemployement Rate (R)
Year-over-Year (%) (%)

4.0
3.5
3.0
2.5
2.0
1.5
1.0

2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: U.S. Federal Reserve, Q4 2016.
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MINIMUM WAGE CHANGES BY STATE: 2016-2017

SEATTLE, WA: STATE OF
$15/hr N
CHICAGO, IL: YORK:
TACOMA, WA: $11/hr $11/hr
$11.1/hr /
a4 "
PORTLAND, OR: i //"///, ”/
$11.25/hr n //’
EFF. 7/1/17 /////

$14/hr

HIGHLIGHTS

19 states increased their
Minimum Wages in 2016
Minimum wage increased
an average

$0.68/hr between 2015-
2016

Eleven states, plus
Washington D.C., have
increases in minimum
wages planned for 2017
Ten states will see cost of
living increases

in minimum wage

ROCKVILLE, MD:
$11.50/hr
EFF. 7/1/17

i)
EREESLL
o

EFF. 7/1/17

$1/HR
INCREASE
in wages for

500 JOBS
increases labor
spend by
$1M

_ Min Wage is same as Federal Minimum Wa $0.50-$0.99 Min Wage Change from 2016 is $0.50/hr to $0% ANNUALLY
No Change No change from 2016, BUT Min Wage is HIg 2$1.00 Min Wage Change from 2016 is $1.00/hr or MORE
<$0.50 Min Wage Change from 2016 is LESS than

HI. »

States with future increases in min wage approved
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CHANGING LANDSCAPE

700K 2.7M
MANUFACTURING BOOMERS
JOBS EXPECTED RETIRING
FROM EXPANSION

3.4M

JOB OPENINGS
over 10 years

MIND THE

SKILLS
GAP

600K 233% 2M

JOBS UNFILLED INCREASE EXPECTED TO GO
IN 2011 UNFILLED IN 2025

Source: Deloitte analysis based on data from U.S. Bureau of Labor Statistics and Gallup Survey.
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TAMPA LABOR COMPARISONS

Y AXIS X AXIS
Labor Supply Labor Cost

Average Market Score Against National Average
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90
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90 95 100 105 110 115 120

Labor Cost Score

® Jacksonville, FL ® Vliami-Fort Lauderdale-West ® Tampa-St. Petersburg- @ National Average
Palm Beach, FL Clearwater, FL

Miami-Fort Tampa-5t.
Lauderdale-West Petersburg-
Demo - POI"tS Nat'l Avg Jacksonville, FL Palm Beach, FL  Clearwater, FL

Radius:Metro  Currency USD Value Index Value Index Value Index

100.0% Union Vs 100 Vo123
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TAMPA LABOR COMPARISONS

.’ GLOBAL LABORVIEW
A o

Demo - Ports

Nat'l Avg

Jacksonville, FL

Miami-Fort
Lauderdale-West
Palm Beach, FL

Tampa-St.

Petersburg-

Clearwater,

FL

Radius:Metro  Currency: USD Value Index Value Index Value Index
100% TOTAL INDEX 109 101 99
49.0% Labor Supply Vs 98 L)
50.0% Availability and Quality ¥V 130 Currency: USD Base Market
60.0% Demographics V151 #FTE OCCUPATION
r 25% Labor Force I 365216 [ 703143PF 193 7 2,941,67] TAMPA-ST. MIAMI-FORT
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. e smm | sew | mmom | sew
[ 40% High School Graduates [ 236w [ 236% 100 " 2464—00  Shipping and Receiving Clerk - 1 Year e = L —
[ oo% Sogme College Experience (no degree) [ 200% [ 231% 120 7 1839 30 MOTACANNUALCOST 585521500 7529000 SEI7I600 SHI9RI00
r 20% Associate's Degree » ' s2n [ 103%P 126 " 959 SISAVINGSIOVERIBASE 50 ($005500] BS82500 (54537100
b - - v % SAVINGS OVER BASE 0.0% 9.3% 6.8% 5.6%
10% Total 2-Year College Enroliment 3.2% 03% P 10 0.59
r 10% Total 4-Year College Enroliment ' 63w [ 61% 97 7 909 $ Saving Over Base
50.0% Skill Set Employment per 10,000 Workers 100
100.0% Ports Skill Set 100 $1,000.000 . WageValue
[ 40% Industrial truck and tractor operators [ 3015 [ 35900 92 " 289 $800,000 T USANational Avg
[ 20% Industrial machinery mechanics [ 2344 [ 2089 8 " 107 $600,000
r 20% Laborers and freight, stock, and material movers, hand [ 18040 [ 25466 141 " 172.3 $400,000
r 10% Maintenance w orkers, machinery r 6.71 r 38 57 v 1.7 $200,000
r 10% Packers and packagers, hand ' si71 [ 5655 109 7 653 5
49.0% Labor Cost 104 <&
20.0% Macro Labor Costs 99 &
50% Median Household Income 54,149 53,128 102 7 49,94 (f-%o
50% ERICost Of Living 50000 [ 51596 97 " 569 ¥
r 0% Projected Household Income Grow th ' osn [ 1200 63 12.3
80.0% Skill Sets 105
100.0% Ports Skill Set 105
r 40% Forkift Operator - 1 Year ' 26840 [ 25424 105 7 2483
[ 20% Warehouse Laborer - 1 Year [ 24860 [ 23652 105 7 2307
[ 20% Warehouse Worker - 1 Year [ 26105 [ 24749 105 7 244 CBRE
r 10% Transportation Manager - 1 Year ' 701 [ 76135 101 7 7963 Disclamer: € 205 CBRE e Alahs reservec
r 10% Warehouse Supervisor - 1 Year I 45531 [ 439048 103 7 44,365 0 325 05
2.0% Business Environment V 83 100 V123
100.0% Union V83 100 P 123
100% Public 35.9% a1.9%W 83 7 359%F 100 276% 123
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RELATIVE STATE LEVEL INCENTIVE COMPARISON

-~
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Incentives Rating
Bl Competitive
B Average

Below Average
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ALIGNMENT OF TRADE-OFFS

Business Strategy

Logistics & Transportation

V

Real Estate & Labor

V

Incentives

V

Location
Criteria
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CONSUMER IMPATIENCE
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METROPOLITAN TO MEGAPOLITAN

60 Million New People in 20 U.S. Markets by 2040

lxget Sound

Willamette Valley

New England

Michigan Corridor

Steel Corridor

Mérthern California
Front Range

Southern California

Ohio VnII

&)Iinu Piedmont

reater Metroplex
P Georgia Piedmont

Texas Corridor
Texas Gulf

Florida Corridor

\ Treasure Coast

Source: Virginia Tech Metropolitan Institute, 2013.



ECOM SUCCESS IS SIMPLE....ACCESS TO CONSUMERS

Exhibit 5

Amazon's Footprint Increasingly Closing in on Population
% of Population within 20 Miles of an Amazon Fulfillment Network Node

50% 4
45% 1
40% 1

35% 4
30% 4
25%
20% +
15% +
10%
5% 4
e -mnnn AR RNAR

2005 2006 2007 2008 2008 2010 2011 2012 2013 2014 2015 2016

Source: Pper Jafray, company fings, MWL Facotioox, Twitter, varous news sources, US Cersus Buroau
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EMERGING E-COMMERCE TRENDS

CURRENT FUTURE — LAST MILE

Mega E-Commerce Facility Infill. Multiple Locations
Strategically Located.

200,000
SF 100,000
SF

500,000+ SF
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THE AMAZON NETWORK

M Fulfillment Centers

Massive warehouses with
large variety of products, and

! Regional Sortation Centers

Smaller facilities designed to
aggregate boxes into a defined

M Delivery Stations

Close to metro areas, often
near airports; sort packages

M Prime Now Hubs

Near centers of large metro
areas; stocked with popular items

high-speed conveyor systems; grouping of ZIP Codes for outbound routes for for Prime Now customers to
role is to fill customer orders last-mile delivery receive as quickly as one hour
aEmn
EEEn
EEER
EEER
EEEE
aEEEn
EEEn
EEEN
EEER
EEEE EEN
| 1 ]| AEEE UEEE EEEN
EEENR BEEN BEEE BEER
SENE NEEY EEEN EEEE
| [ = EEEE SEEN EEEE EEER
=] | ] B SEEN EEEE DEEN EEEN EEEE EEEWm
H H m EEERE B RN EEEn SEEEE EEEN SEEN EEEN EEEE EEEE EEEN
|1997 |’98 |’99 |2000 I'01 |’02 |’03 |’04 |'05 |'O6 I'07 |‘08 |'O9 |2010 I‘11 |'12 |'13 |'14 |‘15 |’16

Note: Figures are estimates
Source: MWPVL International

THE WALL STREET JOURNAL.
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E-COMMERCE FULFILMENT CENTER SITE SELECTION CRITERIA

o

o 0900 |
= ) e o
Sales tax Workforce quality, Near UPS and
and incentives availability and FedEx hubs

flex component

Proximity to Large areas Supporting goods Located in
customer demand with low movement 24/7 operation
clusters land cost infrastructure zones
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REQUIRED E-COMMERCE FACILITY FEATURES

%

Tremendous Amount Mezzanines: Abundance

of Infrastructure Require 36’ - 40’ Ceilings of Car Parking
(i.e. Conveyors & Multiple Levels
Sortation Systems

| ‘.
Heavy Power Located in Life Systems &
with 24/7 Zone HVAC Requirements

Dual Redundancy Increased
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SUMMARY

Align business strategy with SCM strategy. Understanding the trade-offs between freight costs,
inventory, real estate, labor and service requirement is critical

Corporations will always seek out the lowest total operating cost model that meets the service
level

All things being equal, facilities are typically closer to customers via transport infrastructure
Improves speed to market and customer service levels
Reduces complexities and risk
Shrinks inventory levels

Lowers freight costs
Industrial real estate market seems to closing the gap toward being a balanced market
Industrial labor wages are on the rise, availability, competition and skills are becoming challenging

With the increasing costs incentives may have a bigger role
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