“H eV CantVIyACHERDTS
CempPeEnsaenEiantBecomea

Craziigdr Conpoetjipy/e Achyzipizioja?

Viay, 19} 2008

Tihe VisionLink Adviseny Group ¢ Www.VvIadvisers.com




lieday’s presenter:

[Ken Grson

SEMIEIRVICEERIESIAENL A
9219265570 . | e

Kejloson@ylclvisors.conn

7700 Ivine Center Drve v Suite 930 ¢ [ine, CA 92618 v 949-852-2288 ¢ Wi, VIadvisSors.com




Next CPE Course:

“Bonus EPlans thar ereaterAdditnenieal
Sneiranolelar Velia®

folga nilelep)
UESHaYAIIENIGEINZ2009

7700 Ivine Center Drve v Suite 930 ¢ [ine, CA 92618 v 949-852-2288 ¢ Wi, VIadvisSors.com




We're happy to provide a copy of today'’s slides, summary/syllabus
and a CD of the presentation. Information will be provided at the
close of the presentation about requesting these.

Building Unified
Financial Visions
Course Objactivas

Emamins what faetorns influsnes padfommanes

Leam the ture basic approaches to building metries foran nemtimeplan
Undemtand the eonceapt of “Betum on Totl Reavards Iorestmeant™
Lnahee howra compary daterminasurhather itwentives are wrorlding

-~ ambition and confidencs aze brprodusts of an effertre 1
adrantage is sustzined cnbrwhen the cubure demands emplores cumeship
of the comparmys future

Ths Rels of Indicatoss

Compatitime admantage is achisred when 2 busines produces sumlus profits — preater than it's

toms — dus to wnigue productpricing o1 raoums admntges fx 2 reult its profitbilivy is
greater fhan the aremge profighility of all other busmeses competing for the mme sat of
customers.

The real gold medal howerer poes to thos: cmamimtions that can achiere 2 sustingble

competitive admantape Thisimpliss that 2 busines's stmtegiss anable it t0 maintin dborearamrs
i thocugh the cpsation and swecution of|

procemas positions and forpropositions las inmlueproposiion) that aze diffieult to duplicate

1




O quUESHieNS dUng leday s presentation:

Use the guestion panel
[0 the gk el yeur: screen
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Key Concepts

fhe right foundation for yeur client's pay,
pPregrams ensures that the right people are doing
therght things; i the: nght way,

e pPassion efjaworkierce cannot:he duplicated
By COMPELters—Ccompensationican Unleasiitnat .
paSSIOn Financia | Visions

EXEcution; drive; ambitien andiconfidence are by-
pPreducis efran effecliverrewards strategy.

AlCOmpeltve advantagelsisustamedioniy,when
nercllitre demands employeereownersiip efithe
company:siutare




Course Ohjectives

Understand what It means to have a
competitive advantage

Demonstrate the roele ofi culture m burldmg a
competitive advantage

EXamine what It takes te) attract: and retaim
great peepleandfbuild a culture of
COMMAENGE

SHEW HEW/ eI aSSESSIWHEENie company
S{ands Iew

|dentiy e pat tiiaitleaas iremrewands io
[Esulls




Competitve Advantage

A company.isiin a position to; preduce
suplus prafits; (greater: than
COMPELILOrSY) dUE o URIguUe product;
PHICING Gl IESEUICE atVantages: TUs;
LS, prefitabllinyiIs greater than e
dverageproefitaility eiiall einer
COMPANIES COMPENRGIorLie Same: set
O CUSIOMESS;




Sustainanble Competitive: Advaniage

fhe company’s strategies enahle It to
maintain abeyve-average: profitability for;
a number efiyears. This is typically due
[0 the; cCrieation of Processes ana
pesitiens that:are difficuli terduplicate:;

(HeWEVET; thieradvantage may/still
ditfdClrecompeliorsiandiareiarely
IMpPeSSIkIENerduplicates)
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VWhat: deesi it take: (o) produce a
COmpEenve advantage?

o People
o Culture




Breakthrough Growth
FUTURE COMPANY

L e ¥
“Competitive |
Advantage |

=L
Market Accepta™

PRESENT COMPANY
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Organizational Culture

“...thespecific collection of values anad
norms that are shared by people and
groups Iin an‘erganization and that contro|
the way they Interactwitil each etneranad
with stakeheldersieuisidertne
organiZzatien...”

Building Unified
Financial Visions




Organizational Culture

“Organizationallvalues are lheliefs and ideas
about what Kinds of gealsimembers . ofian
organization ‘sfiould pursiie andiideas;aneut
the appropriaterkinds o standarnds, of
behavior organizatiefialimembers;sheuld use
to achieve tfiese goeals:..”

Building Unified
Financial Visions




Organizational Culture

“From erganizational values develop
organizatienal nerms; guidelines; of;
expectations;that: prescrbe appropriate
Kinds of behavier by employeesin
particularsitatens,...”

Building Unified
Financial Visions




Rewards 1o, Results

Results

EXecuiien (lnehavior)

Focus

NI

N\ /7

Rewards




What I yoeur client's; culture
demandea...

o Only talented, committed and/fecused
peopleneed apply.

o N Sense offentitiement (We're

rewarded fer achievingiwellcdefined
geals)

o Allfempleyees tninksandiheiaverlike
OWHETS




CoMpeRsaten as a CompentverAdvVantage

Future
Company

Competitive
Advantage
Strategy & Culture that’'s

Market Confidence noet “Copyable”
Expansion

sSuccess Line of Sight

Building Unified
Performance Financial Visions

Capital/Cash Elew, agement & Rewards

Marketing Execution Reinforcement
Operations

Product Developme mpensation Design

Customer SEWVICE Strategy emplementation

Strategic Plan COVER & Diagnosis
Vision Rewards GamePlan

Why we Exist gvards Foundation
Vision, Mission, Mission and And Philosophy
Values Statement Values

Present
Company




Compensation: Pantny

Nonqualified
Retirement
Plans

Salary

Qualified Short-term
Retirement Cash
Plans Incentives Building Unified

Financial Visions

Executive Long-term
Benefit Plans Cash
Awards

Core Health &

Equity Awards
Welfare Plans




Poll #2
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Financial Visions
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Building Unified
Financial Visions

L WRakane smart enipleyees
EXPECHNG frem thelfrewards
plan.




Total' Rewards

yey 4 v S

Sustainable Securit Wealth
Cash Flow y Accumulation

Salary / STIP Benefits Retirement / LTIP

N\ i v

Confidence In Participation i
Lifestyle Value Crieation
Ownership Mentality
Line of Sight
Deferred Gratification
Win Talent Wars
Self-financing
Abundance Mentality

Sustainable Growth

Culture is Competitive
Advantage




Nonqualified
Retirement
METRIS

Qualified Short-term
Retirement Cash

Plans Incentives

Executive Long-term
Benefit Plans Cash
Awards

Core Health &

Equity Awards
Welfare Plans

gash Security
NEeeds Needs

\Wealth
Accumulation Needs

1g Unified
iial Visions




Future
Company

Present
Company Building Unified

Financial Visions

Salaries
STIP
Benefits




Compensation decisiens

o \Which pieces shouldiwe use?
e How much offeach?
* Under what terms andiconditions

Jeuldithey e realized?




Allecate the Compensation investment

GOALS -3 Years
(Sample Company)

1) 70% increase in
revenue

2) Double market share
3) National expansion

4) 125% increase in
business net worth

Exploring Options

Salary

Short-term

Nonqualified Cash Bonuses

Retirement
Plans
Long-term
Qualified Cash Awards

Retirement
Plans

Equity Awards

Executive
Benefit Plans
Core Health &
Welfare Plans

Compensation
Allocation

KEY OUTCOMES
1) Increased focus on
long-term growth
2) Motivated workforce
3) Ownership Mentality

4) Compensation linked
to performance

5) Unified financial vision




Salaries

What standards shouldiwe compare (o?
Hew much should we: pay?.

Hew should we evaluaterand determine Uiz
IMCrEases/CNanges?

Hoewisiiouldweradaressiniemal equiny?




Shoert-termm Incentives

Who shoeuldibe eligihle?

How large shiouldithey he?
What sfieuldithey ke hased 6n?
Whenishiouldtiey he paid?

Building Unified
Financial Visions




Lona-termm IncCentives

Who shoeuldibe eligihle?

How large shiouldithey he?

Wihen shouldithey heawarded? suting Ui
Whenishiouldthey e redeemed?

SHpUldWe USEIStoek?,

HeWISHieUdRENRgrewliihemeasuredy




Core Benetfits

What standards;should/we compare (o?
Hoewwilliwe evaluate cost Vs. henefits?

HeW much selection shouldiwe giveito tie Suidng e
EMpPleyEES?.

Hewwilllwermeniter utilizatieniand
appreciation




Executive Benetfits

[=or- competitive purpeses williwe need te
supplement eurtbenefits for the executive
feam®

HeW Wil Weldeternmine apprepialeness?

Financial Visions

Hewwilllwe'evaluate: cost Vs, henefits?

HoeWwimuch seleclion shouldiwe give o thie
EMpPIGYEES.

WA e al gt tiESE CIIOICES WILITT G U,
Sirateqgicigeals?




QualifiedrRetirement Plans

o Howwilllwe determine: the: preper plan(s)
(401k; PS; pension)?

o Hoewwillwerset the company: mvestment
(@gaimstwhat standards)

o, Howwilllwermoeniter eurreturn 6n
vestment?

Building Unified
Financial Visions




Non-qualifiediRetirement Plans

How will we determine the need for such a
plan?

Hew willwe: select the eptimal plan foreur
erganizationf? Finane Vit

\Whatwillthe eur mvestment andrew williwe
measurenits retun®?

HEWAWIIWETUSE IS planiiereniiance
aliraction andrelenton o executivetalent?




Sustaming your rewands
IRVestment

o How willwe manage: the administrative
responsibilities eff eur rewards, pregrams?

Hoewwilliwe moeniter the financiallimpact of
ouIrplans? e e

Hoewwillwermanage the legalland compliance
AULIES?.

Hoewwillwercommunicate and remniereetne
ValleneeureEmMpleyEEes?
HeWAWIIWerassurerconsistentalignment ef
QUIERI NS WL OUT COMPANRYSHUSINESS
strategy




Allecate the Compensation InVestment

GOALS -3 Years
(Sample Company)

1) 70% increase in
revenue

2) Double market share
3) National expansion

4) 125% increase in
business net worth

Exploring Options

Salary

Short-term

Nonqualified Cash Bonuses

Retirement
Plans
Long-term
Qualified Cash Awards

Retirement
Plans

Equity Awards

Executive
Benefit Plans
Core Health &
Welfare Plans

Compensation
Allocation

KEY OUTCOMES
1) Increased focus on
long-term growth
2) Motivated workforce
3) Ownership Mentality

4) Compensation linked
to performance

5) Unified financial vision




Employee Value Statement

Year

5-Year Plan
Achievement
Level

Current and Inflated
Salary 160,000 166,400 173,056 179,978 187,177

Cash Incentives Paid
at Target 64,000 66,560 69,222 71,991 74,871 ed

ns

LTIP Vested Value at
Year End 74,000 186,000 311,000 448,000

Retirement Plan Value
(at 7%) 17,120 36,123 57,169 80,428 106,086

Total Cash Received 224,000 232,960 242,278 251,970 262,048

Total Wealth
Accumulation 17,120 110,123 243,169 391,428 554,086

Total Paid or
Accumulated 241,120 567,083 942,407 $ 1,342,636 $ 1,767,343

Caveat:
36
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What's Neeaed?

Al clear assessiient eiiWwhere you
Stand With VoeuUIiremployees




EIiSt tWe things te; measure

o A condition

o, Motivation value offyeur iIncentive
plans




L e ad e rS h I p The VisionLink Diagnostic

Indicate the degree to which you agree or disagree with the statements below. Once you are finished, total your score.

Disagree Agree

Our PEU]}IC un(_ierstand and believe m the orgamzation’s future. They 1234567809 10
find it compelling.

We have a fundamental compensation philosophy that 1s consistent with 123456789 10
our business strategy and 1s intended to build shareholder value. = 3

We have established clear compensation standards relative to market 12345678910
pay and best practices; and we follow them.

Our rewards programs clearly focus our people on desired results. 123456789 10 .

Our people understand and believe in the core components of our 122456789 10
business strategy and plan. i

Our compensation plans are designed to insure our ability to 123456789 10
(a) recruit the people we need and (b) keep them here E

Our company effectively balances short and long-term compensation 12345678010
and guaranteed versu:

; = = P
We co.nalst?ntly commuumcate and remnforce the value, meamng and 1234567809 10
potential of our rewards programs.

Building Unified

We clearly define roles and opportunities within the organization. : . . .
3 : = 12345678910
Our people are motivated by opportunities for personal and Financial Visions

professional growth.

- The value and clarity of our wealth accumulation opportunities 123456780 10
engender a passionate ownership mentality

- Our compensation system 1s d_nveu by al 'pa_\-'—ior-perfu_rman 12345678910
process that is founded on solid economic models and forecasts.

). Our employees see a relationship between how they’re paid and the 1234567809 10
results they produce.

As [ consider the effectiveness of our compensation and rewards T AL SCORE

am, the area [ am le: ortable with |:|

7700 Irvine Center Dr ¢ Suite 930  Irvine, CA 92 g fax 94¢ 99 + www.vladvisors.com




Assoclates I

Associates

Indicare the dagres to which vou agree or dizagres with the statements below. Once vou are finished, total your score

Dizagrze Agres
- T vaderstand and believe i the organization’s future. I find it Eew——_——— .
compelling.

2. The company has a fundamental compensation philosophy that is 12345678910
consistent with its business strategy. =

. The company has established clear compensation standards relative to 12345678910
market pay and best practices; and it follows them. 3

4. The company’s rewards programs keep me focused on specific desired 12345678910
results for which I am responsible. 5

5. Iuvaderstand and believe in the core components of our business stratezy e EEEFEFIPEIFIFE
and plan. a5

. Our compensation plans are effective at recruiting great people and 12345678910
keeping them here. Z

. Our company’s blend of short and long-term compensation and 12345678910
guaranteed verses “at risk” pay is well balanced and malkes my priorities ki =
more clear.

. The company consistently and effectively communicates and reinforces 12345678910
the value, meaning and potential of my rewards programs. 4 Building Unified

. The company cleardy defines roles and opporfunities within the Financial Visions
organization. [ am personally motivated by opportunities for personal
and professional growth.
. The value and clarity of the company’s wealth accumulation .
opportunities for employees have engendered within me a passionate
ownership perspective.
. Our compensation system is deiven by a “pay-for-performance” process 123456789 10
that is tied to the real economics of our business.
12T see a relationship between how I'm paid and the results I produce. 12345678910 I-

TOTAL SCORE

As Iconsider the effectiveness of our compensation and rewards
ogram, the area I am le: fortable with is:

7700 Irvine Center Dr., Suite * Fax 040-852-2209 » www vladvisors.com




VisionLink Compensation Snapshot for: FoxHiil State Bank

February 22, 2008
4F:10-11-9-10

Successful banks employ great systems to envision, create and
susmin their total rewards programs. Their plans are aligned
with the shareholders” vision, built on clear philosophical
principles, engineered according to sound financial practices,
and sustained through ntegrated ongoing management systems.
Programs based on these fundamentals engender confidence,
bolster leadership efforts, and create a wue pay-for-
performance cultre.

A true pay-for-performance cultre gives the bank a real
competitive advantage.

Your Analysis: 10-11-9-10 (Each area of evaluation has a potential (perfect) score of 30)

Future: A compelling future that links shareholders and employees

Your score of 10 suggests that the bank’s future has either not been clearly defined or it has not been
articulated and accepted by your employees. When employees buy in to a compelling futmre they are
more likely to take ownership of it—particularly if they clearly see how they can fit in and grow. You
should examine ways to clarify the bank’s opportunities and express them as part of a concise
business plan. Employees should be engaged in identifying the key strategic initiatives that need to be
launched or maintained. Then, employees can visualize potential future roles and opporunities. Building Unified

Foundation: A philosophy that drives an ownership mentality Financial Visions

Your score of 11 indicates that the bank has probably not drafted and adopted a written compensation
philosophy statement This should be a top priority. You sense that your plans do a reasonable job of
helping with recruiting and retention but they are not tied directly to short-term and long-term goals.
In addition, employees are not yet motivated by long-term wealth accunmlation opportunities. The
bank probably needs (a) a meaningful long-term mcentive plan and (b) a value statement that
illustrates to emplovees the fmancial attractiveness of the bank s overall rewards program.

Framework: Financial standards that produce an economic return

Your score of 9 supports the need for stronger systems for the design of your incentive plans. Salary
programs may be adequate but mcentive structures are lacking. The bank would benefit from creating
a fmancial forecast (3-5 vears) that highlights potential shareholder retums. Then an important
discussion should be held about how much new value should be shared with employees. This would
lead to the development of a new incentive armangement that would consistently support a pay-for-
performance culture. To fulfill its full potential, the new amrangement must mclude both short- and
long-term rewards.

Focus: Consistent reinforcement that sustains line-of-sight

Your score of 10 suggests relatively soft alignment between personal job responsibilities,
organizational goals and individual rewards (lne-of-sight). Good compensation systems tell
employees what to focus on to produce the desired results. Employees show up at work with a clear
picture of what tasks will mean the most to the bank and to them (there should be no difference).
Focus can only occur when the incentive plans have been carefully linked to measurable performance
indicators. You should try to () tie incentive plans to critical success factors and (b) establish creative
methods of communicating the present and future value of the bank’s rewards proposition.

TG ks 56 o Sl f sl T i inet B o Bk vl s T ieosekd b il
bafors deaming th i i dations 0 b lsts. Contact a VisianLink lemt for move i i
The FisionLink Advisory Group
7700 Frvins. Coner Dirive. Suire 930 Irvine, California 92015
D40-852-2288
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Leadership Associate
Diagnostic Diagnostic

h'V'd

Shapshot

\

4FETAssessment

Foundation Wwork

(2

Building Unified
Financial Visions




o Are employees and leaders in
SYNCHI G WhEre: the: company.Is
headed and oW It IS e get there?

o De empleyeesiandiieadersiagree
tRakiuture; oppeHURItES for
empleyeesiare cleany defined?




o Do employees and leaders,; see
the connection between the
PUSINESS: Strategyand the

COMpPEnSsation programs

o S Iiiercompany commiiied to
iellewinglcliearand acecepianie
Sianaands 1o pPay dECISIONS?.




Eramework

o [DoEES everyone recognize and
[ESPECT e Process; 1o
determining the: formand value of

[ewarads; eifernngs?

o' [DOES EVen/ene appreciate: the
PalaRCEI REWEEN SHEIE andieng-
[ERMIRCERNVEIGPPRILURIIES?




FecUS

o Doges everyone understand new.
and when they:will be paid under
allfthe rewards prograns?

o [DOES evenene agree thatithe
[EWards pPregrams: Stppel hetn
Shianehelderrand employee goals?




(}}G) " o &2//2/ |
f ompelling: -
<(o . ®

wewards - Beliefin
Reinforcement BuUsiness
Strategv

Desired 0 es

Results Compensation = for
aSid Growith

Retura on CompeEtive Aligned
1% at: AdVenicee Philosophy

Balance Attraction

Clear: Ov#
Standards™ Mer

Building Unified
Financial Visions




. . The VisionLink Diagnostic
D I ag n O Stl C Indicate the degree to which you agree or disagree with the statements below. Once you are finished, total your score.

Our people understand and believe in the organization’s future. They
find 1t compelling.

=]
ol |
|
o=
o ;

("
-
n
=
-]
-]
-

We have a fundamental compensation philosophy that 1s consistent with
our business strategy and 1s mtended to build shareholder value.

o
[
w
-
L
-]
1
-]
=
[
=

We have established clear compensation standards relative to market
pay and best practices; and we follow them.

Our rewards programs clearly focus our people on desired results.

Our people understand and believe in the core components of our
business strategy and plan.

Our compensation plans are designed to mnsure our ability to
(a) recruat the people we need and (b) keep them here.

Our company effectively balances short and long-term compensation
and guaranteed versus “at risk” pay.

We consistently communicate and reinforce the value, meaning and > 2 . -
potential of our rewards programs. Building Unified

We clearly define roles and opportunities within the organization. Financial Visions

Our people are motivated by opportunities for personal and
professional growth.

. The wvalue and clarity of our wealth accumulation opportunities
engender a passionate ownership mentality.

. Our compensation system is driven by a “pay-for-performance™
process that 1s founded on solid economic models and forecasts.

. Our employees see a relationship between how they're paid and the 12345678910
results they produce. gt Z

As I consider the effectiveness of our compensation and rewards TOTAL SCORE

program, the area I am least comfortable with is: I:l

Name:

Title:

Company:
E-mail Address:
Phone Number:

§ Y
THE VISIOI\EL_I NK =
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Rewards 1o, Results

Results

EXecuiien (lnehavior)

Focus

NI

N\ /7

Rewards
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IThank yoeu ferrattending

Please complete eur sunvey fiermi immediately
fellowing eur presentation.

Youmay reguest a copy. o therslides and alsera
D oi teday S presentaten
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