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We're happy to provide a copy: of today’s
slides. Infermation will lbe: previded at the
close ofi the presentation.

Eerquestions durng teday s, presentation:

Useitiierguestion panel
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Key: Concepts

ihe right foundation for yeur pay pregrams
Eensures that the right people are doing the right
things In the nght way

e pPassion efjaWorkierce cannot: e duplicated
By, COMpPELiters—Ccompensationican Unleasiitnat e
paSSIOn Financia | Visions

IEXECULioN; drivey amiition and Confidence are. by-
PIEAUCIS Gffan effeclive rewards;strategy,

ACOMPELtVE advantagensisustamedfenlywhen
tHelculiirerdemands EmMpleYEEGWREISHIP 6f the
company:sutare




Cempetitve Advantage
Case Stuady;,

(CISCO) Sy Stens

WSJI—imeWeekend Interwview:witi
Jonn Chambers




Some: CIsco Eacts

$1.30 billion in market value
$40) billion iniannual sales

10)years,age—moastly knoew; for:butldimg switching
systems (routers) that find maest efficient path fer mfe;on
internet

ieday—presencenvirtually every cornern ei\Wehis suiing Unifed
infrastructure frominetwork hardware to network e
management sefitwaretorouters that runwireless
NEWRIKSIIYGURGME

Nermatenallayeiis duringleconomic aewnturnm

Hasianneunceainenton o pursue st disparate new
marketareas

CE@Ias pulkliclyipredicien 120e VA aaniiual grewin
QVERIE COUSE G LTENREXGIVEN Ears—WhaleVver
NAaPPENS G NE eConEMYARNESHeren




Key: Competitive: Advantag
[EACLS

e

“AS mUch as three-guarters of'the
worldis digitalidata new: passes threugh

CIsco’s equipment...”

“Despie takingitiersamenias: t
offtiiercomputerimdusii/eaniert

IS

year, @ISCeS SIOCKIS Climbing (U
IVYa it theastimenta)s.-:

9




[Key: Competitive: Advantage
[EACLS

“CIsco) Is feeling so confident that it
IS.even planning a new integratead
nardware/seftware; platierm| (Eisco

UnifiediComputing System)) that puts;it
M direct compeition With tsHermer
Siralegic PAners; |BIVIE&: Hewlett
Packard, e contiol eirdalia CeERters iun
PYAErGE CoNpPuraiens::




NoerAIWays: S0....

Falll, 2001—waorld’'s moest valuakble
corperation with' a market cap) off $500

pillien
CEhambers leaves on| €
vacatuen with) 26-week

Aristimas
AACKIOE Of

erders and 7% annua

grewii

Came hackilo) collapsedindustny.
By miId=danuanZ2 2002, 706 arewii

wenttermmus45%




Competitive Advantage: Key,

“‘Under’ Chhiamber's leadership.
Cicso kept iis copl. There were
|0SSES and there were: layefis;, But
afier the cUls; CIsco ganedimanket
Sfialie agalnstIts evenimore
damaged compeliers—andnasnit
SiepPPedl:




How'a CEO! TRimks

John Chambers

AWe've learned ourslessens with each
dewnturnin thrs; company:’s: nistery, and
Weve fine-tunedithem;as we've gone

aleng. Newwerhiave: our playhoeks
Withiitssfeur key:elements; and we're
gengterinithatgame nermaterwnhar
lnershierEenmisiitatenoeksilike:”




How'a CEO! TRnmks

John Chambers

“Even n this downturn, we. intend

10 be the mest aggressive we've
everheen.”

AN erhasically Wirete the: Press
[eleaseiefive years iem new.”




Playiheok / . \

1. Be Realistic— gauge how many challenges are
created by economy and how many, are self-inflicted

2. ASSESS Your Situation— ask hewilenga
dewnturnwillflastand new:deep itwillflees itwill —
ustallybelengerthanyoeutamk et Vs

Get Reaadyiertie Uptiurn=— Giscohas
aMEUNGED aima|erSPeNSersiin 6l 2012 @lympIc
games inteneen

AN GENE OSER IO OU CUSIOMENS




3 Unwritten RUles

1.

Watch the: Steck Market— “when the crash came
N 2001, the stock market had been going dewn fer.a
year, butwe hadn'treally noticed.”

Alwaysihave Maore Cash, Not Less— “We

didn't:have eneughn cash goeinginte) 2001 Tihis time

wewentinte itwith $34:hillien. Tihatwashn't Financisl Visions
aceidentall”

BerAQUressive=— fallowing|2001 crash;, Cisco
embarked en ene e tie mest Speciaculars acquisition
pregramsimigmiechision—moretian 130
COMpPanes o date—expanangypreduchelierings
aGIeSS alread rangeleitechneleayilIies




Competitive: Advantage

A company. s in a position to; preduce
suplus: prafits; (greater: than
COMPELItErSH) dueitounigue product
PrICING Gl IESEUICE adVantages: Tus;
IS, prefitablliyiIs; greater tiian e
averageprefitanilityieiiallleiner

COMPANIES COMPENRG IO LIE SAME Set
Off CUSIGINETS:




Sustaianle Competitive
Advantage

Thecompany:s strategies enanle It to
maintain abkoeve-average: profitability for
a number efiyears. Tnis/is ypically’due
[0 the) crieatien of Precesses ana
pPESItieNS that are difficuiiterduplicate.

(FIeWEVET; thieradvantage may/still
diifdciicompeliorsiandiaretarely
IMPGSSIkIENG dUpIICATEY)




VWhat dees: It take; to produce a
COmpEenve advantage?

o People
o Culture




Organizatienal Culture

“...theispecific callection ofivalues, and
norms that are sfiared by people and
groups in an'erganization;and/that contrel
the way they interactwitiiieaciiietnerand
with stakenelders euUiSIderiine
organiZzatien...

Building Unified
Financial Visions




Organizatienal Culture

“Organizationalivalues are beliefs and ideas
about what kinds, of geals members olian
organization ‘sfiould pursuerandiideas;aneut
the appropriaterkinds o standarnds, of
behavior organizatiefial imembers;shoeuldiuse
to achieve teseIgeals:.."

Building Unified
Financial Visions




Organizatienal Culture

“From erganizational values develop
organizational nerms; guidelines; or
expectations; that prescrie approprate
Kinds of behavierhy employeesiin
particularsitatens:...

Building Unified
Financial Visions




Wzt ejaiis e|feelt gelo)o)lel io) Co)ffle

o) ollr grefeirlizaiijor) sipcl irien) sl




Great Talent

o Not good talent, great talent

o People believein andicommit to the
VISIon and strategy/

o Peoeplewitn an ewnersiip=—notan
entlement=—mentalby.




Charactenstics

Entrepreneurial
@wnership-erientead

Reasonahle

EXPECIS IongHenm rewarnds; forr patience
durngldewn yearns




EOUIFIKEYS

Positive Work

Compelling Future Environment

Building Unified
Financial Visions

Opportunities for
Personal and Financial Rewards
Professional Growth




VWhatipe o Compensanon
PackaeEr DeNIEY RESPORENO?Z




Coempensation Pantny,

Non-qualified
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




Total Reward's

Sustainable Security Wealth Accumulation

Cash Flow

Salary/STIP Benefits Retirement/LTIP

N\ v v

Participation 1in

Confidence in Lifestyle P e eation

v

Ownership Mentality
Line of Sight
Deferred Gratification
Win Talent Wars
Self-financing
Abundance Mentality

Sustainable Growth

Culture is Competitive
Advantage




Nonqualified
Retirement
Plans

Qualified Short-term
Retirement Cash

Plans Incentives

Executive Long-term
Benefit Plans Cash
AWE o S

Core Health &

Equity Awards
Welfare Plans

215 Security
NEeds Needs

\Wealth
Accumulation Needs

ng Unified
;ial Visions




Cempensation asa Compeluve Advantage

Future
Company

Competitive
Advantage

Strategy & Culture that’s

Market Confidence noet “Copyable”
Expansion

sSuccess Line of Sight

Building Unified
[ Perfermance Financial Visions
Capital/Cashi Elew, I & Rewards

Marketing Execution Reinforcement
Operations

Product Developme Mpensation Design

Customer SEice Strategy Smplementation

Strategic Plan COVEry & Diagnosis
Vision REWerds GamePlan

Why we ExiSt INREWards Foundation
Values Statement Values

Present
Company




What Ii-yeur culture demanded. ..

o Only talented, committed and/fecused
pPeople need apply

o N@jsense offentitiement (We're
rewarded forachieving well-defined
geals)

o Allfempleyees: tninksandiheiavelike
OWHEYS




Coempensation Pantny,

Nonqualified
Retirement
ETIS

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




Compensatien decisiens

o \Which pieces should we use?
o Hew much efieach?

o Underwhat terms and conditions
sfieuld theyhe realized?.




Salaries

What standards shoeuld we
compare to?

IHeW much shieuld we pay?.

Hoew sheuldwerevalluaterand
delenmine ncreases/Ciianges?

Hoewishouldiweraddress; imtermal
eIy




Shoer-term Incentives

Who should e eligible?
IHoew!large: should they he?

VWhat shieuld they e hasedien?

VWhenR shieuld they e palde?




Long-termiincentives

Whoshoeuldibe eligihle?

How large shiouldithey he?

Wihen shouldithey heawarded? g Ui
Whenishiouldthey he redeemead?

SHeUIdWeE USEIStoeK?.

HeWISHieUd e growliifhemeasuredy?




lncentive Plans

Conditional
Payment

Building Unified

S h (0) rt- Financial Visions
0]}
Long-Term

Fixed
or
Undetermined




lndicators

What specific and measurable
naicatoers willflest refiect the

Financia | Visions

Imprevements desired?




lndicators

ldentify the: mdicators, that will be usedite
measure perfermance in each area

[=erexample:
o Company—Revenue growiirand netincome

ot Department==New/assels; PEMONMance
(@pha); MBOsimet

s ndividuali=RPerermance goalfaciievement

Building Unified
Financial Visions




2009 Performance: Vatiix

Building Unified
Financial Visions

60%

$ 90,000
Deposits




Company: Indicators

Return on Equity
Return on Assets
EPS

Gress Sales

Net Income

Earnings Before Incentives
EBT, EBIT, EBITTDA
Econemic Profit (Productivity’ Profit)

Revenue per employee
Profit per empleyee
Customer satisfactionlindicators

Department Indicators

New: Loans

Deposits

Net Interest Spread

Gress Sales

Gress Margin

Overhead Percentage
Average Daily Reom Rate
Average: Daily: Occupancy Rate
Contributien Margin

Expenses to Budget
Proeduction @uetas

Empleyee Retention; Percentage
REQISIralens

Client Refernrals

Alpha

Numker ol MBOSs met

Building Unified
Financial Visions




Grant equity or
no equity?

Reward for value
increase or financial
performance?

Financial.

Equity

Y

Full value or
appreciation
only?

Appreciation '

Stock
Options

Value

—

Full value or
appreciation
only?

Appreciation l

Stock Appreciation
Rights

Performance

Appreciation-
performance
based or

self-directed?

Selfdirected. l

Strategic Deferred
Compensation

Based.

>

Reward for
profit/cash
flow or other

N\

metrics?

Orther

Protit

>

Units

Performance

based?

Yes L

Performance

Shares

Performance

Based?

Yes l

Deferred Stock
Units

Allocation

Allocation

or objectives _—

based?

/

Performance

Opbjectives

Restricted Stock

Phantom Stock

Building Unified
Financial Visions

Profit/EVA Pool




Core Benefits

What standards; should ' we compare to?
How williwe evaluate cost Vs, henefits?.

HoW much selection shouldiwe giveta tie uidng e
employees?

Hewwilllwermenitor utilizatieniand
appPreciation e




Executive Benetfits

[=0r- competitive purpeses willweneed to
supplement eur benefits for: the executive
feam®

Hew Wil Weldetermine appropialeness?

Financial Visions

Hewwilllwe evaluate: cost Vs, henefits?

HeWImuch seleclion shouldiwe give o the
EMpPIeYEES?

HEWAWIIWEIaIIGMNAESEICIIOICESWILATEUT
SifaleqiC geaIS?




Qualiiied Retirement Plans

o How willwe determine: the proper plan(s)
(401K, PS; pension)?

o Howwillwerset the company: mvestment
(@ganstwhat sfandards)?

o Howwilllwermoeniter-eurrettrn 6n
nvestment?

Building Unified
Financial Visions




Non-gualified Retirement: Plans

How will we determine the need!/fer such a
plan?

Hewwilliwe:select the optimal plan fer our
erganization? Fane ot

\Whatwillleereurinvestment andrewwill we
measureits retir?

HOWWI WETUSE IS Plan e enance
altractionrandretenton erexecutivetalent?




Sustaming your rewands
IVEestment

o How willwe manage the administrative
respoensibilities efi eur rewards; programs?.

Hoew willlwermoeniter the financial mpact of
QU pIaNs? g et

Hoewwilllwermanage thelegallanad compliance
AdULIES?.

HeWAWIllWercommunicaterandireniereertne
Vallene eourreEMpIeYEES?
HoeWawillwerassurercoensistentalignment of
OUIERI 2SIt OUCOMPANRY/SHUSIIESS
strategy




e

Q) f  Compelling
<< Lt Future

wewards Beliefin
Reinforcement Business . r

2 . O
N Line Gy
3 /2//@ N

Strategv.

Desired 0 .es

Results Compensation ror
cls) el Growith

Returron ~ COMpEtitive Aligned
I nt Advantage Philosophy

Attraction

Bal
o Capacity

Clear Ov#:
Standards™ Meri

Building Unified
Financial Visions




Rewards o, Results

RERES

EXecunen (nehavior)

Focus

NIES

N\ /s

Rewards




VWhere deHNegine

\Viakeral clear assessnient o where you
stand wWithyeuremployees and thie Impact
O YeUFCUTEenEewands: strateqgies.




EIrSt tWor things: tor measure

o A condition

o Motivation value offyeur incentive
plans




The VisionLink Diagnostic

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

=]
ol |
|
o=
o ;

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

("
-
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
Financial Visions

We clearly define roles and opportunities within the organization.
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 =

7700 Irvine Center Dr + Suite 930 # Irvine, CA 92618 + 949-852-2288 + fax 949-852-2299 + www.vladvisors.com




The VisionLink Diagnostic
Associates

Indicats the dagres to which you azree or disagres with the statements below. Once you are finished, total your score.

Dizagree

. I understand and believe in the orgamization’s futwe. 1 find it

: 1234567
compelling.

. The company has a fiundamental compensation philosophy that is
consistent with its business strategy.

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

. The company’s rewards programs keep me focused on specific desired
results for which T am responsible.

. I understand and believe n the core components of our business strategy
and plan.

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

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

L)

45678910

. The company consistently and effectively communicates and reinforces 3 4
the value, meaning and potential of my rewards programs. &

n

678910

. The company clearly defines roles and opportundties within the 12
organization. I am personally metivated by opportunities for personal i
and professional growth.

L)

45678910

10.The walue and clarty of the company’s wealth accumulation
opportunities for employees have engendered within me a passionate
ownership perspective.

1234567

&

9 10

11. Our compensation system 15 driven by a “pay-for-performance” process 1
that 15 tied to the real economscs of owr business.

=]

345678910

121 see a relationslup between how I'm paid and the results I produce. 123456789910

TOTAL SCORE

As [consider the effectivensss of our compensation and rewards

program, the area [ am least comfortable with is:

Name:

Company:

®
4 VISIONLINK

7700 Irvine Center Dr., Suite 930 * Irvine, CA 92§18 « Ph - 883-703-0080 * Fax 940-8352-2202 + graw vladwisors com

Building Unified
Financial Visions




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




EUtUre

()

Leadership Associate
Diagnostic Diagnostic

V'

ensation
Shiapshot

\

4F Assessment

Foundation Wwork

Building Unified
Financial Visions




o Are employees and leaders in
SYNCHI GR WhEere: the: company.Is
headed and heW It IS e get there?

o [DOempleyees andlleaders agree
Ak futle: epPPeIURItES for:
empleyeesiare cleany defined?




o Do employees and leaders;see
the connection hetween the
PUSINESS; stirategy, and the

COMPENSALLN Pregrams

oL S the company commiiied o
iellewinglcliearand acecepianie
S{an e andsHeIFPaY dECISIONS?




Eramework

o [Dees evenyone recognize anad
[ESPECT INE PrOCESS for:
determining the ferm and value: of

[ewards, ofieninags?

o' [DEES EVENONRE appreciale the
PalaRCEI REMEEN SNEIE andieng-
[EminceRlVe CPPOIURIIES?




FecUS

o [Doees everyone understand new.
and when they will be paid under
allfthe rewarnds; programs?

s [DEES evenyene agree that the
[EWards: pPregams: SUppe et
sfiareholderandienipleyee aeals?




Complimentan/ Offer

VisionLink invites you to participate in
a 4= Assessment:

" Sharehoelder/@wner Survey
" Empleyee suivey (Upiie 10ipeeple)

m\/isienlEmkawillprevideryoura summary
[eportandiield a pliene Conference.

Inclicaita intaras on finzl stryay




e Visionltinkt Adviseny Group

Leadership
Relationship
Creativity.
[EXPENEnGe
\VWisdem




Best inithe World

Compensation Programs that:
o Impact execution
Impreve: productivity,

ERhance recriting and retention
(Crieate greater feeuUs
VIeastire: & improve:yourr RO




Next Online Seminar:

dimrBaying SdiMillionterMyaopiS Peopie; ™

WhatamirGettingioritz:

e keieldion:
Uesday;, August 251152009

7700 vine Center Brvery Suite 930 ¢ llivine, CAT926:1.81v 94 0-852-2288 “ WW:VIadViSers.com




Check out our NEW website:
WIWWLVICadVISerSs,.Com

e VISIONLINK

Building Unified
Financial Visions

gl

“II%WDOI
[

n Recessionary Times :
a

Top People

Management

Entitlement

Mentality

Strategic Compensation Development and
Join our webinar invitation list: Management F'I m
=]

Please enter your email address:

AR § B “WisionLink has helped us
o ce compensat egies.

" navigate a number of comp

Yourcan alsersthsehiheterournewhlog




(QUESHIONSY




Ihank yeufor aitending

Please complete our brel surnvey immediately
fellowing our presentation.

\We value yeur input.

Youl may. reguest a copy. ofi our slides and the
=MD 20 ESHIE

Tihe VisionLCimk Adviseny Group ¥ WwwW.VIadVviSers.com




ihank Yoeul

Ken Gibson

Sarlor Vica Prasiclap Sulng unied
921 285-5710)3

ejloson@yvlziclvisors.corr




