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Personal Bio

Vice President of Product Management @ ARI Network
Services

BA in Web & Digital Media Development from
University of Wisconsin
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Personal Bio

| am the foremost Aaron Rogers
lookalike in Wisconsin...and fan.
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Customer Lifetime Value Intro (CLTV)

Definition:

A predictive measure that forecasts the future revenues and

value of customers, viewing customers as an assets that will
bring future value to your business.

Simply Put:

Total Revenue Generated Per Customer Over Lifetime - Cost to
Acquire Customer

Basic Equation:

(Average Value per Visit/Purchase * Average Number of Visits/
Purchases per Year) * (Average Customer Lifetime in Years)
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Customer Lifetime Value Intro (CLTV)

Sources of Revenue Over Customer Lifetime
W] Unit Sale

Financing

Extended Warranty

Service

Replacement Parts

Aftermarket Parts, Garments, and Accessories

IR EI I EI I EI I ES R ES

Referrals
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Customer Lifetime Value Intro (CLTV)

lllustrative Example - My Lifetime Value Deconstructed

Initial Unit Purchase: H-D Nightster
+ 18t Gear Purchase: Helmet, Jacket
+ Recurring Annual Spring Service

+ 15t Accessories Purchase: Aftermarket Air
Intake, Aftermarket Exhaust, Fuel Management Module

+ 2nd Gear Purchase: Boots, Gloves

+ 2nd Accessories Purchase: Drag bar, Forward Controls
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Customer Lifetime Value Intro (CLTV)

What is the benefit of measuring CLTV?

 Provides guidance for influencing customer
behavior to increase their lifetime value — via
increased average order value AND order
frequency

 Provides insights for optimizing customer

acquisition costs and budgeting
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Customer Lifetime Value Intro (CLTV)

CLTV Principal #1

It costs more to acquire a new customer than to increase
revenue from an existing customer

**Bonus Accelerator: Happy customers generate zero cost referral
customers
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Customer Lifetime Value Intro (CLTV)

CLTV Principal #2

Figure A:
The Impact of Customer Retention on Profits

The longer a cust

generate, becom; ao | prot from refrrts
J Company
Profit Profit tl;mm re?suoed
Index 30 operating cos
Profit from
price premium
20 .
Profit from
10 increased purchases
Base profit

Average length of

customer relationship 0 1 2 3 4 5 10
| ;II BUSINESS .
Resulting Retention Rate 0% S0% 67% 75% 80% S0%
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Brought to you by: Source: Adapted and reprinted by permission of Harvard Business Review.

From "Zero Defections: Quality Comes to Services” by Frederick F. Relchheld
and W. Earl Sasser, September-October 1990. Copyright © 1990 by the
Harvard Business School Publishing Corporation; all rights reserved.
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Customer Lifetime Value Intro (CLTV)
The Goal

Maximize CLTV by increasing average ticket value AND
purchase frequency over lifetime.

¥] Parts & Accessories are key repeat purchase and service drivers
over life of the customer

¥] Upgrade parts yield higher profit margin and increase the overall
customer’s satisfaction and experience with the unit
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Customer Lifetime Value Intro (CLTV)

Metrics to Measure

¥} What is your average revenue per customer per year?

Lifetime Value of the Customer

¥] How many unique j
customers completi

»

60%
» | Active, Profitable Customers |
. w < >

¥] What is the average ¢ | |
3
3 20% 20%
\06 Inactive, Non-Profitable Very Active, Very Profitable

. Customers Customers
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Customer Lifetime Value Intro (CLTV

Extended Information & Tool

v

:)“J’ , . Customer Lifetime Value Calculator EREEat
_i L SCHoOOL

Conceptual Overview Sample Problem GLOSSARY | PRINT PUBLISHING

Inputs

Average Spend per Purchase: . Average Gross Margin:

Average Number of Purchases per Year: Average Customer Retention Rate:

40@%
65@%

Direct Marketing Costs per Customer per Year: . Annual Discount Rate: 10 @ %

Average Contribution before Mailing Costs per Customer per Year $ 100.00

One-time Acquisition Cost per Customer $ 480.00 Q© Chart ‘
Average Contribution per Purchase $ 100.00
YearO Year1 Year2 Year3 Year 5 Year6
Revenue per Customer $400 $400 $400 $400 $400
One-time Acquisition Cost -$480
Mailing Cost -$9.60 -$9.60 -$9.60 -$9.60 -$9.60
Profit per Customer in Year -$480 $390 $390 $390 $390 $390
Expected Present Value in Year -$480 $355 $210 $124 $43 $26
Cumulative Net Present Value -$480 -$125 $85 $209 $325 $351
Cumulative Retention Rate  100.0% 100.0% 65.0% 42.3% 17.9% 11.6%
POWERSPORTS Cumulative Discount Rate  100.0% 90.9% 82.6% 75.1% 62.1% 56.4%
BUSINESS
INSTITUTE © 2007 Harvard Business School Publishing Corporation. All rights reserved.
@AIMET#o Authored by Harvard Business School Publishing. Powered by Palo Alto Software. For help contact Harvard Business School Publishing Customer Support.
Brought to you by:

http://hbsp.harvard.edu/multimedia/flashtools/cltv/index.html
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Strategies for Maximizing Lifetime
Value Using Technology

Increase Average Order Value via cross-sells

Accessorization Plans

5.8%
I—Plan to Accessorize

ACCESSORY PURCHASE CHANNELS

Ha Side-by-side owners, on average, purchase $1,703 in accessories for their vehicles.

CATEGORY AVERAGE SPEND % PURCHASED ESTIMATED TOTAL SPEND
TOTAL $1,703 93% $871 million
Engine Performance $526 32% $92 million
Tires/Wheels $495 51% $139 million
Cab/Roof/Windshield/Mirrors $434 80% $190 million
Cosmetic/ Appearance $364 31% $62 million
POWERSPORTS Suspension/Handling Performance $347 36% $69 million
/| Businiess e = - o
owing/ Winc! million
IN STICJ)-HMLE Safety/ Security/Comfort $309 59% $101 million
Lighting/Electronics $209 58% $66 million
Brought to you by: Storage /Cargo $203 55% $62 million
@0 ® CDKGlobal. @
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Strategies for Maximizing Lifetime
Value Using Technology

Increase Average Order Value via cross-sells

¥} During new unit sales process

¥} During service

¥} During replacement part sales
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trategies for Maximizing Lifetime
Value Using Technology

Provide shoppers and staff with convenient
accessory browsing tools

S ~- Welcome Brad Smith | Logout | Settings | Help
. ACCESSORY v ARI

Support: 866-880-1615

y 4

Offer This: A<

Street > Brake > Brake Pads/Shoes > Double-H Sintered Brake Pads

Street |~ V-Twin  OfiRoad ATV Snow  Water  Picklist EEEE

Q Search for Brands, Products, etc View Picklist
Q 2001 sv650

Products Engi i EBC Double-H Sintered Brake Pads - Rear
< CobradtZ  Rear MSRP: $38.95
MFG #: FA63HH

Street V-Twin

Rear

‘ Haynes Repi  Cont
m WPS No Hu1

-'o Daytona Twil Categ ARI
( ) @Zoom In
{

BEE o
oo View More Products by: EBC Select Quantity:

‘ e View More Products in: Brake
Subca

e Add to PicKlist
APrint Brochure

p Select Part by Fitment

@FITS 2001 SUZUKI SV650  [clesr]

Select Option:

Double-H Sintered Brake Pads - Rear - FA63HH v

Fitments

0®
=)

POWERSPORTS

B“sINEss Product Description Catalog Info Fitment Notes Notes Availability

INSTITUTE o sl

EBC American made ultra high friction Double-H sintered copper alloy brake pads for maximum stopping power and lifetime.

—y Fitted with stainless steel radiator plates for bikes without built in piston insulators to reduce heat transfer into hydraulics and new double compact
@AIMEXPO Brand vented technology for wider pads, reducing backplate bending.
1999 Suzuki
Brought to you by: o B
2006 Suzuki o F
@0 ® CDKGlobal. o of % This Part (FA63HH) Fits the Following Units Expand Al
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Strategies for Maximizing Lifetime
Value Using Technology

Provide shoppers and staff with convenient
accessory browsing tools

Not This: e EBC BRAKE PADS AND SHOES (CONT)
° BRAKE P FERENCE CHART (CONT)
EBCPAD # __“X" SPORT CARBON PAD # R SINTERED METAL PAD § __"MXS" RACE SINTERED PAD # __HHe SPORT SINTERED METAL PAD __"EP” RACE SINTERED PAD #
LGSHEE | 335 FAT35X FATISR x -
MCESSHIES | 322 FA12' - FA142HH -
— a7 17210208 - -
152 FA152X 52R MXST! -
HMLEES | 3522 FA152/2X 2/28 MXS152/2 -
GCMTRLS | 157 1721-0205 - -
R FA158' - FA158HH 1721-0883
m 17210207 17210208 - -
o | 17a FAT70" - FAT7aHH -
IS | 131 FAIBIX FATSIR wxs181 1721-0039 17210834
)85 FA185X FAT85R MX$5185 1721-0885
208 FA208X FA208R MX5208 1721-0888
213 - - - 17210651 -
B | 215 FA215" - - FA215HH -
21572 FA215/2° - - FA215/2HH -
S— ] FA229" - FA220HH 17210889
230 FA230X FAZ3O0R - -
SHEFHS FA23T' - FA231HH -
SIS | g FA284" - FA248HH 1721-0851 or 1721-13358"
—— 238 FA258X FA258R -
269 17200259 - -
shicaEs | 275 FA275' - FA275HH
282 - 172102 -
o Jam 17200015 - -
302 7210188 17210595 -
s | 38 17220847 -
305 - 1721-05%
J 17220601 FAS25
POWERSPORTS — = — : =
FASS2 -
355 1720-0016' -
INSTITUTE C T —— = — : —
368 17210190 17210598 7210191 - 17210862
E—] 17210868 1721-0869 - - -
a0s - - 21221 7
SRS 1722:0296' B - 5
ought to you by: a3/ - - 17210794 or 17211226
———’ &’ - - - 17211010 -
a0 moien 17210798 1721-0800 - 17210877
@0 CDKGlobal. ELELTRCR. | 602 1720-0258 17211508 - - -
BGH6ES 17200255 721 -
629 17211747 1721
\ * Organic brake pad compound. ? GPFA race pad compound.




Strategies for Maximizing Lifetime
Value Using Technology

Increase customer order frequency

¥} Via targeted direct marketing
e Track and document customer unit ownership in CRM

e Develop seasonal targeted marketing programs with unit-specific service and
product promotions

Y] Via 24/7 online and mobile product research and purchase tools

e Provide DIY customers with on-demand fitment-based parts lookup

e Connect and display product inventory availability in store and at suppliers

e Deliver mobile and tablet research tools where and when customers need them
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Spotlight on slow-moving inventory

Slow-moving inventory drives cost in many ways
U Capital costs

U Inventory management costs

U Storage costs

U Damage/loss cost

U Opportunity costs
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Spotlight on slow-moving inventory

- How often do you end up stuck with a part that was
purchased and attempted to be installed, only to
ultimately be returned to you with opened packaging and
potentially even some visual wear?

« What do you do with those parts?

Q.
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Strategies for Liquidating Slow-Moving

Inventory via

P | = b |

Technology

Suzuki

2008

GS500F
2007

GS500F

GSX1300R Hayabusa
2006

GS500F

GSX1300R Hayabusa

GSX750F Katana
2005
GS500F
GSF1200S Bandit
GSX1300R Hayabusa
GSX750F Katana
2004
GS500F
GSF1200S Bandit
GSX1300R Hayabusa
GSX750F Katana
2003
GSF1200S Bandit
GSF600S Bandit
GSX-R600
GSX-R750
GSX1300R Hayabusa
GSX750F Katana
TL1000R
2002
GS500
GSF1200S Bandit
GSF600S Bandit
GSX-R600

GSX1300R Hayabusa Limited Edition

& This Part (FA63HH) Fits the Following Units

= verse lookup
g OEM and

sed insights”

| Part Search Criteria
© Begins with Part Number Description o Model Name (optional)
® contains 1D9-W0046-00-00 and/or within @

Search Results - OEM: Yamaha

Criteria: Part Number Contains "1D9-W0046-00-00;

@ Part 1D9-W0046-00-00 (BRAKE PAD KIT 2)
Where Used:

1 result found

Part Number *

+ GRIZZLY 400 - YFM4FGW - 2007-->REAR BRAKE CALIPER

OPtONS| . 51771y 400 HUNTER - YFMAFGHW - 2007-->REAR BRAKE CALIPER

| == - | * GRIZZLY 450 - YFM45FGW - 2007-->REAR BRAKE CALIPER

+ GRIZZLY 450 HUNTER - YFM45FGHW - 2007-->REAR BRAKE CALIPER

+ GRIZZLY 450 OUTDOORSMAN EDITION - YFM4SFGOHW - 2007-->REAR BRAKE CALIPER

+ GRIZZLY 450 SPECIAL SILVER EDITION - YFM45FGW-C - 2007-->REAR BRAKE CALIPER

+ GRIZZLY 450 SPECIAL SILVER EDITION - YFM45FGSEW - 2007-->REAR BRAKE CALIPER

+ KODIAK 400 4WD - YFIM4FAT - 2005-->REAR BRAKE CALIPER

+ KODIAK 400 4WD HUNTER - YFIM4FAHT - 2005-->REAR BRAKE CALIPER

+ KODIAK 400 4WD HUNTER - YFM4FAHV - 2006-->REAR BRAKE CALIPER

+ KODIAK 400 4WD HUNTER - YFIM4FAV - 2006--REAR BRAKE CALIPER

+ KODIAK 450 4WD - YFIM45FAT - 2005-->REAR BRAKE CALIPER

+ KODIAK 450 4WD - YFIM45FAV - 2006-->REAR BRAKE CALIPER

+ KODIAK 450 4WD BLACK-CARBON - YFM4SFASET - 2005--REAR BRAKE CALIPER

+ KODIAK 450 4WD HUNTER - YFM4SFAHT - 2005-->REAR BRAKE CALIPER

+ KODIAK 450 4WD HUNTER OUTDOORSMAN - YFM4SFABGG - 2006-->REAR BRAKE CALIPER
+ KODIAK 450 4WD HUNTER OUTDOORSMAN - YFM4SFABGH - 2006-->REAR BRAKE CALIPER
+ KODIAK 450 4WD HUNTER_OUTDOORSMAN - YFM45FAHV - 2006-->REAR BRAKE CALIPER

+ KODIAK 450 4WD SPECIAL EDITION - YFIM45FASEV - 2006-->REAR BRAKE CALIPER




Strategies for Liquidating Slow-Moving
Inventory via Technology

CL milwaukee > for sale / wanted

motorcycle exhaust Q list thumb JCELEWE map 1-100 newest

J titles only save alert

$120

for sale / wanted

¥ motorcycles/scooters 58
¥ motorcycle parts 18

W) cars + trucks &

¥ auto parts 5

¥ atvs / utvs / snowmobiles #
+ show 36 more &

* deselect all

m owner only dealer only
0ct 10 Ducati exhau

[J has image motorcycle | $120 | (Mily
L posted today - by owner
1
$40

|NST| + paint color
+ size
* e GEAR & APPAREL
. + drive
Brought to you by: + fuel sep22 exhaust for 1

+ transmission
+ title status
+ cylinders

@0 CDKGlobal.

milwaukee) motorcycle

NO COUPONS NEEDED, DISCOUNTS ALREADY REFLECTED IN ADVERTISED PRICES
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Takeaways

Focus on and track customer lifetime value

W] Average Order Frequency per Customer

W] Average Order Value

¥] Utilize eCatalog fitment insights to target customers to
maximize both

Don’t let slow-moving inventory eat into your
profits

W] Utilize where-used fitment insights to drive inventory
liquidation tactics
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