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= QOver 450 Clients in North America

= Focus: Compensation design and
management that drives growth



We're happy to provide a copy of today’s slides.
Information will be provided at the close
of the presentation.
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Special Offer

| é One hour consulting call
, with a VisionLink
principal at no charge
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Key Questions

= How do we make sure pay drives instead of inhibits
growth?

= How do we tie compensation to the sources of

business growth?

= How do we turn the company a “wealth multiplier”
organization?

= What are the elements of a “pro-growth” rewards
strategy? i
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So...what drives business growth, and
what does pay have to do with it?




Execution

Competitive
Advantage

Patterns

PRESENT COMPANY




Pay Plans that Drive Growth...

Build a sense of partnership
between ownership and the

¢ workforce
l ; Communicate and reinforce the
i values, goals, and objectives of

the company

Engage employees in the
organization’s success

Reward contributors for
successful achievements

Create a unified financial vision
for growing the business

And...




A “Must”

Reinforce the business
model.

Reinforce leverage
points

Reinforce roles
Reinforce expectations

Peaple
Technology
Partnérships
Chanmel

KEY
PROCESSES
RED
Hanul’acturing
HA

Hari:eting

IT

CUSTOMER
VALUE
PROPOSITION
Pricing

F'a.;.men: SChemsa
Typt of offering
ACCESs Oplons

PROFIT
FORMULA
Cost structure
Revenue model
Target it margin
Rasource velocity



What are you trying to do when you
Introduce a new compensation plan?

Communicate what's important
so execution will align with the
business model




Compensation Strateqgy

Systematic way of investing profits in
employees in a way that multiplies
productivity and growth. Inthe process,
create a sense of partnership with those on
whom our future growth depends.







The 5 Pay Essentials for Business Growth

- Employ a process
‘Have a philosophy
""‘-:BUI|C| a structure
hare long-term value

Ll P

jre your return on pay




Employ a Process

= Form a compensation committee
CEO
CFO
HR

= Establish roles
CEO should set strategic direction
Outside advisors

= Calendarregular meetings

Quarterly is ideal
At least semi-annual

= Define a review and decision-making

system
Philosophy and Total Compensation Structure



Envision the Future




Envision the Future

= Build and test a financial
mode]

= Base, Target, Superior
= What has to prove true

for those results to be
realized?
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Build a Model - P&L Forecast

5 E F [E] H J K L ] M ] 1= ]
Target P&L Forecast
009 010 0 0 0 0 0 016 0 013 Nk 020 0
P&L FORECAST Actual Actual Actual Frojected Frojected Frojected Frojected Frojected Frojected Frojected Frojected Frojected Frojected
Met Sales 35,015,667 32,524,143 39,156,444 45,000,000 | 43,000,000 | 52,000,000 | 55,000,000 | 50,000,000 66,000,000 72,600,000 79,860,000 7,846,000 96,630,600
Cast of Goods Sald 13,375,516 17,230,214 21541.21 24,750,000 26,350,000 28600000 30,250,000 33.000.000 36300000 39.930.000 43.923.000 48,315,300 53,146,530
Grass Prafit 15,640,151 15.293.923 17.615.233 20,250,000 22,050,000 23,400,000 24,750,000 27,000,000 29,700,000 32,670,000 35.937.000 39.530.700 43,483,770
Selling Expenzes 466,785 455,120 453,603 548,750 535,350 531,500 668,250 T23,000 801,300 852,030 970,233 1.067.329 1.174.062
[E) 5367425 5,653,767 6,100,510 6,986,250 T.B07.250 §,073.000 §,538,750 9,315,000 10,246,500 1.271.150 12,398,265 13,638,092 15,001,501
Interest Enpense 48 176 45, 355 35,503 36,213 36,937 ITETE 38,430 39198 39,952 40,752 41.557 42,423 43,275
tlngome fram Operatians 9,757,765 9.139.654 10.989.211 12,680,787 13,810,463 14,657,524 15,504,570 16,916,802 18,611,618 20,475,978 22,526,833 24,782 850 27,264,530
Interest & Dividend Income 81135 52167 14171 14.454 14,744 15,038 15,333 15,646 15,959 16.278 16.604 16,936 17.274
Gain [loss) on Sale of Investments (15,5361 1.061 = - - - - - - - - - -
Gain on Disposal of Equipment 9.202 1,750 [3.559) o - - - - - - - - -
Increase in Cash Surrender Value of Life Insurance G762 T2ETE 52,044 53,285 54,551 65,542 57,158 65,502 63,872 71.269 72,634 74,148 75,631
Other Income 705 29,525 354 = - - - - - - - - -
Earnings Sefore Tanes 9,900,833 9.296.443 11.056.251 12,758,526 13,889,757 14,738,404 15,587,068 17,000,943 18,697,448 20,563,525 22 616,137 24,873,934 27.357.435
Pravizsion far Income Taxes 145,400 26,200 104,000 131,378 208,346 221,078 233,506 255,014 250,462 306,453 339.242 373,109 40,362
Mot lngome 9.755.433 9,270,243 10,952,251 12,567,148 13,681,410 14,517,328 15,353,262 16,745,935 18,416,987 20,255,072 22,276,895 24,500,825 26,947,074
Interest Expense 48,176 45,355 35,503 36,213 36,937 IT.ETE 38,430 39,198 39,952 40,752 41,557 42,423 43,275
Depreciation 366,850 875,917 853,121 878715 05,076 932,225 360,195 355,001 1.018.671 1.043.231 1.050.708 113,123 1.146.523
EETER 10,915,859 10,217,754 11,944,875 13.673.454 14.831.770 15,708,308 16,585,693 18,029,149 19,756,102 21,653,538 23,738,442 26,029,493 28.547.237
Share Price multiple 5 5 5 5 5 5 5 5 5 5 5
Formula Value ¥ 55930151 % 62750482 ¢ 63966626 # 2 75481459 ¢ G0OVTS93 &  85.8VI0BS ¢ 0 93380535 # 102225885 # 0 112056874 & 122856960 % 134723536
Formula Share Price [EOY] $ 5.59 % 6.28 % 7.00 % 755 % 8.01 8.59 % 9.34 % 10.22 % 11.21 1229 % 13.47
Annual Increase in Formula ¥alue E220,330 ¢ T2E 44 & 5514233 # 4536140 % 5201466 # TEOL4EE 8,842,351 9827988 ¢ 10,793,286 & 1,867,376
Annual Increase in Formual ¥alue Since Plan Inception £.520330_§ 14036475 § 19551308 § 24147443 23345314 7450382 & 45293734 % 56126722 BEI26009 % 78,793,384
A Semp s 2012 2012 2014 2015 2016 2017 2018 2019 2020 2021
Increase in Net Sales 1.5 8.9m 6.1 58w 10,022 10,022 10,022 10,022
Cost of Goods Sold as X of Net Sales 55.0: 55.0: 55.0: 55.0: 55.0: 55.0: 55.0: 55.0:
Selling Ezpenses as % of Gross Profit 2.7 2.7 2.7 2.7 2.7 2.7 2.7 2.7
G&A as % of Gross Profit 34.52 34.52 34.52 34.52 34.52 34.52 34.52 34.52
Annual Increase in Interest Ezpense 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0
Annual Increase in Interest Income 20m 20m 20m 20m 20m 20m 20m 20m
Annual Increase in GainfLoss on Investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Annual Increase in GainfLoss on Disposal of Equipment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Annual Increase in Cash Surrender ¥alue 20m 20m 20m 20m 20m 20m 20m 20m
Annual Increase in Other Income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
California Franchise Taz 15 15 15 15 15 15 15 15
3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0

Annual Increase in Depreciation




Proper View of Compensation

= Strategic Tool
= Not One Dimensional, it's Multi-Faceted

= Define:
Role S\
Outcomes PN
Financial Partnership

= Communicate:
What's Important
Priorities



Salaries .
Competitive with market standards? An AI Ign e d

Tied to strong performance management process (merit)?

Managed within a flexible but effective structure? CO m p ensada ti on

Performance Incentives

Tied to productivity gains? Strate gy

Clear, achievable and meaningful?

) Self-financing?
/ Sales Incentives
P~ Nonqualified Salary

: Challenging yet achievable?
Retirement Reinforcing the right behaviors?
2 cls Differentiating your offering?
Qualified Growth Incentives
Retirement Performance Linked to a compelling future?
Plans Incentives Supporting an ownership mentality?
Securing premier talent?

Core Benefits

Executive Sl Responsive to today’s employee marketplace?
Benefit Incentives Allocating resources where most needed?
Plans Evaluated to eliminate unnecessary expense?
Executive Benefits
Core Health Flexible enough to address varying circumstances?

Growth

& Welfare :
Incentives

Plans

Communicating a unique relationship?
Reducing employee tax expense?
Qualified Retirement Plans
Giving employees an opportunity to optimize retirement values?
Operated with comprehensive fiduciary accountability?
Avoiding conflicts and minimizing expenses?
Nonqualified Retirement Plans
Optimizing tax-deferral opportunities?
Aligning long-term interests of employees with shareholders?
Structured to receive best possible P&L impact?



Form of Pay

Purpose

Standard

Investment

{0]|

Salaries

Provide for the current cash needs
of our executives

40o-5oth percentile for
peer group

$500,000

Achieve ROA standard
of 0.75%

Short-term Incentives

Enhance current cash payments
to executives for achieving top
and bottom line annual goals

30-40% of base salary

$168,000 (Target)

15% revenue growth
and 12% margin

Long-term Incentives
(Cash)

Retain execs; focus them on long-
term earnings growth; align with
shareholder interests; meet
wealth accumulation needs

15-20% of base salary

$84,000 (Target)

Long-term growth in
earnings (double
earnings = share 13%
of new value)

Long-term Incentives
(Equity)

Retain execs; focus them on long-
term earnings growth; align with
shareholder interests; meet
wealth accumulation needs

15-20% of base salary

$84,000 (Target)

Long-term growth in
earnings (double
earnings = share 13%
of new value)

Core Benefits

Meet basic security needs of the
executives

soth percentile for
peer group

$25,500

ROA of 0.75%

Executive Benefits

Enhance basic security needs and
meet market standards for
perquisites

soth percentile for
peer group

$24,000

ROA of 0.75%

Qualified Retirement

Provide wealth accumulation
opportunity for executives

4oth percentile (3% of
salary)

$15,000

ROA of 0.75%

Supplemental
Retirement

Strengthen rewards value
proposition to help recruit and
retain executives; meet wealth

accumulation needs

3oth percentile
compared to banks
that have plans

$135,000

ROA of 0.9%




Have a Pay Philosophy

I WHAT WE BELIEVE I




Pay Philosophy—Level One

= We believe “the company” should be paid
first

= Beyond an appropriate return on capital,
we believe value should be shared with
those who help create it

= We believe in rewarding good profits and
discouraging bad profits

= We believe rewards should reinforce our
business model

= We believe in being at or slightly below
market with guaranteed pay but in
providing unlimited upside through value
sharing



Pay Philosophy—Level Two

= We believe in paying base salaries for T B
~ =
key producers at the 40-50'™" percentile 3; \Q\{ZR

of market pay but in providing unlimited Z
upside earnings through value sharing

= We believe value sharing should be split
5o/5o in rewarding short-term and long-
term performance

= We believe value sharing should only
occur once shareholders have received a
12% return on their capital account.



Build a Compensation Structure




Company Business Model Compensation Philosophy

WwUllIGiIIoULIVIES § 111

IVOU Jily

! Our values and beliefs about

s

Our plan for generating

Total Compensation Structure

IVIUI WUIIIMGIIJULIVIEE JUE MWL &

Our system for operating pay.

Rewards Plan Operation

Long-term
Incentives

Salaries Bonuses

Operational Integrity Financial Stewardship
Our plan for assuring
consistent, fair and wise it]
decision making

Our plan for maximizing the
return on our.compensation

investment
d

* How do we validate the
effectiveness of our pay [ investment?
programs? | = How are our plansforecasting
* How do we ensure we are 72 against budget?.

paying consistent with our e *What are the right metrics for

compensation philosophy? measuring my compensation
* What programs should we ROI?.

consider expanding or

eliminating

t; * What is my total'compensation

" Executive Benefits | General Benefits

Partnership Reinforcement

Our plan for insuring our
employees understand and
value our rewards proposition

* How do we communicate the

true value of our rewards
proposition?

* How do we assess employee
understanding and
appreciation?

* What is the right way to
communicate significant
compensation events to our
employees?




The Final Structure

Salary Range 401k Deferred = Deferred Health, Financial
Grade/ Bonus LTIP o phantom % Phantom Match Comp Comp Max Dental, Vacation Planning Annual Car
Band i Mid Max Target Target StockFV StockAO Max%  Elegible Match Life Days Sick Days Perk Allow
1 203,531 271,375 339,219 50.0%| 100% 50% 50% 5% Yes 5% 511,141 Unlimited | Unlimited | 15,000 20,000
2 150,078 200,103 250,129 35.0%] 75% 50% 50% 5% Yes 5% $11,141 | Unlimited | Unlimited | 10,000 12,500
3 119,497 159,329 199,161 25.0%| 50% 100% 0% 5% Yes 5% $11,141 25 5| 5,000 8,000
4 102,632 136,843 171,054 20.0%| 25% 100% 0% 5% $6,127 25 5 5,000
5 81,293 101,616 121,940 15.0% 5% $6,127 25 5| 5,000
6 69,720 87,150 104,580 15.0% 5% $6,127 15 5
7 58,564 73,205 87,846 10.0% 5% $6,127 15 5
8 50,176 62,720 75,264 10.0% 5% $6,127 15 5
9 44,038 51,809 59,580 5.0% 5% $6,127 15 5
10 37,211 43,777 50,344 5.0% 5% $6,127 10 5
11 30,784 36,217 41,649 5.0% 5% $6,127 10 5
12 23,562 27,720 31,878 5.0% 5% $6,127 10 5
13 19,529 22,975 26,421 0.0% 5% $6,127 10 5
14 17,354 20,417 23,479 0.0% 5% $6,127 10 5

Nonqualified
REENER
Plans
Qualified
Retirement
Plans

Salary

Sales
Incentives

Exet_:utive Performance
Benefit Plans Incentives

Core Health Growth
& Welfare |ncentives
Plans




Share Long-Term Value




t First...Define Value Creati

Value Gr@anom



Pay the Company First

"Basically, up to the
company’s operating
profit target, all of
the profits go to the
company; and only
after that target is
met, do we start
funding the incentive
pool.”

Example: If UL's target

is $80 million--

= 100% of first $80 in
profit goes to
company

= The next $20 million
goes to the incentive
pool

= From there on, 50/50
between company &
incentive pool




Select the Right Plan Type

Phantom Stock
Option Restricted Stock

Performance Shares

Phantom Stock

Profit Pool
Strategic Deferred
Compensation

Stock Option

Performance Unit

Performance
Phantom Stock



Yes Full Value
Grant Equity or —_ Full Value or - 5
Not Equity? Appreciation Only? Performance Based?

Appreciation Yes !
No ‘ Stock Option Performance Shares Restricted Stock
p\

‘ p\
Value Increase Full Value

Reward for.VaIuta — Full Value or _—
Increase or Financial

Performance? Appreciation? Performancy

Appreciation

Financial

Phantom Stock Performance
Performance Option Phantom Stock Phantom Stock
T Performance T T

Appreciation- Based Reward for Profits Allocation or
Performance Based or -~ Profit/Cash Flow or h

A 5
Employee Directed? Other MW Objectlvew

Allocation ‘

Employee Directed ‘ Other Metrics ‘ Objectives

Performance Unit

Strategic Deferred

Compensation

-« -
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Build a Model - P&L Forecast

5 E F [E] H J K L ] M ] 1= ]
Target P&L Forecast
009 010 0 0 0 0 0 016 0 013 Nk 020 0
P&L FORECAST Actual Actual Actual Frojected Frojected Frojected Frojected Frojected Frojected Frojected Frojected Frojected Frojected
Met Sales 35,015,667 32,524,143 39,156,444 45,000,000 | 43,000,000 | 52,000,000 | 55,000,000 | 50,000,000 66,000,000 72,600,000 79,860,000 7,846,000 96,630,600
Cast of Goods Sald 13,375,516 17,230,214 21541.21 24,750,000 26,350,000 28600000 30,250,000 33.000.000 36300000 39.930.000 43.923.000 48,315,300 53,146,530
Grass Prafit 15,640,151 15.293.923 17.615.233 20,250,000 22,050,000 23,400,000 24,750,000 27,000,000 29,700,000 32,670,000 35.937.000 39.530.700 43,483,770
Selling Expenzes 466,785 455,120 453,603 548,750 535,350 531,500 668,250 T23,000 801,300 852,030 970,233 1.067.329 1.174.062
[E) 5367425 5,653,767 6,100,510 6,986,250 T.B07.250 §,073.000 §,538,750 9,315,000 10,246,500 1.271.150 12,398,265 13,638,092 15,001,501
Interest Enpense 48 176 45, 355 35,503 36,213 36,937 ITETE 38,430 39198 39,952 40,752 41.557 42,423 43,275
tlngome fram Operatians 9,757,765 9.139.654 10.989.211 12,680,787 13,810,463 14,657,524 15,504,570 16,916,802 18,611,618 20,475,978 22,526,833 24,782 850 27,264,530
Interest & Dividend Income 81135 52167 14171 14.454 14,744 15,038 15,333 15,646 15,959 16.278 16.604 16,936 17.274
Gain [loss) on Sale of Investments (15,5361 1.061 = - - - - - - - - - -
Gain on Disposal of Equipment 9.202 1,750 [3.559) o - - - - - - - - -
Increase in Cash Surrender Value of Life Insurance G762 T2ETE 52,044 53,285 54,551 65,542 57,158 65,502 63,872 71.269 72,634 74,148 75,631
Other Income 705 29,525 354 = - - - - - - - - -
Earnings Sefore Tanes 9,900,833 9.296.443 11.056.251 12,758,526 13,889,757 14,738,404 15,587,068 17,000,943 18,697,448 20,563,525 22 616,137 24,873,934 27.357.435
Pravizsion far Income Taxes 145,400 26,200 104,000 131,378 208,346 221,078 233,506 255,014 250,462 306,453 339.242 373,109 40,362
Mot lngome 9.755.433 9,270,243 10,952,251 12,567,148 13,681,410 14,517,328 15,353,262 16,745,935 18,416,987 20,255,072 22,276,895 24,500,825 26,947,074
Interest Expense 48,176 45,355 35,503 36,213 36,937 IT.ETE 38,430 39,198 39,952 40,752 41,557 42,423 43,275
Depreciation 366,850 875,917 853,121 878715 05,076 932,225 360,195 355,001 1.018.671 1.043.231 1.050.708 113,123 1.146.523
EETER 10,915,859 10,217,754 11,944,875 13.673.454 14.831.770 15,708,308 16,585,693 18,029,149 19,756,102 21,653,538 23,738,442 26,029,493 28.547.237
Share Price multiple 5 5 5 5 5 5 5 5 5 5 5
Formula Value ¥ 55930151 % 62750482 ¢ 63966626 # 2 75481459 ¢ G0OVTS93 &  85.8VI0BS ¢ 0 93380535 # 102225885 # 0 112056874 & 122856960 % 134723536
Formula Share Price [EOY] $ 5.59 % 6.28 % 7.00 % 755 % 8.01 8.59 % 9.34 % 10.22 % 11.21 1229 % 13.47
Annual Increase in Formula ¥alue E220,330 ¢ T2E 44 & 5514233 # 4536140 % 5201466 # TEOL4EE 8,842,351 9827988 ¢ 10,793,286 & 1,867,376
Annual Increase in Formual ¥alue Since Plan Inception £.520330_§ 14036475 § 19551308 § 24147443 23345314 7450382 & 45293734 % 56126722 BEI26009 % 78,793,384
A Semp s 2012 2012 2014 2015 2016 2017 2018 2019 2020 2021
Increase in Net Sales 1.5 8.9m 6.1 58w 10,022 10,022 10,022 10,022
Cost of Goods Sold as X of Net Sales 55.0: 55.0: 55.0: 55.0: 55.0: 55.0: 55.0: 55.0:
Selling Ezpenses as % of Gross Profit 2.7 2.7 2.7 2.7 2.7 2.7 2.7 2.7
G&A as % of Gross Profit 34.52 34.52 34.52 34.52 34.52 34.52 34.52 34.52
Annual Increase in Interest Ezpense 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0
Annual Increase in Interest Income 20m 20m 20m 20m 20m 20m 20m 20m
Annual Increase in GainfLoss on Investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Annual Increase in GainfLoss on Disposal of Equipment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Annual Increase in Cash Surrender ¥alue 20m 20m 20m 20m 20m 20m 20m 20m
Annual Increase in Other Income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
California Franchise Taz 15 15 15 15 15 15 15 15
3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0

Annual Increase in Depreciation




Sample LTIP Model - PSO Projections

E L ] 1] La} P 12 R = T u L3
1 P50 Projection [CO) - Target
2 2011 2012 2013 2014 2015 2016 2017 2018 2013 2020 2021
3 | Assumed Market ¥alue F 1860303 125500963  £139,933,262  § 160,962,918 f 160,155,198 & 171,752,130 & 126761067 £ 204457770 & 22413747  § 245712320 # 269447071
4  Formula ¥alue F 55830051 & G2YEOMEZ & B99BEEZE & FHAM4RI $000FTEI3 £ B6EVI0EE o 93380533 4 102228855  f N20568T4  f 1228BE60  F 134723536
5 | Increase in Formula ¥alue From - E820,330 14,036,475 19,551,308 24,147,443 29,948.914 37,450,382 46,298,734 RE12E,722 EE, 925,009 78,793,384
& | Total Phantom Shares 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000
7 MWeighted Share ¥alue [EDY]) ki BRI & 23 % yo0 % 7EE & 201 % 253 % 334 % 10.22  # 121 % 1229 % 13.47
13  TOTAL PLAN PROJECTION
iL! Annual Grants [BOY] 430,000 430,000 430,000 430,000 430,000 430,000 430,000 430,000 430,000 430,000
15 Cumulative Grants 430,000 260,000 1,290,000 1,720,000 2,150,000 2.580,000 3,010,000 3,440,000 3,870,000 4,300,000
15 DOiallar Basis of P50s ¥ oavein % BEZEZEH % ggane0d % 95,159 f  W2EM $ 0 9T0ESE ¢ 10003 % 1030018 & 0B0920 £ 1092748
17 Flan alue [BOY) ¥ o $ 296,700 % MEH00 & 1626400 § 24EE00 & ZAVIE00  F  ZETOI00 o 2IAAF00 3732400 ¢ 4214000
15 Annual Oistributions ¥ o ¥ - £ - ¥ - # 1040600 0 993300 006200 14800 F  13VE000 F 1,591,000
13 Cumulative Distributions ¥ o k3 £ k3 # 1040600 $ 2033500 % 040000 4 4188200 4 GBEE4200 $ V155200
20 | Remaining Installments ¥ - ¥ - b - k3 - b3 - b - ¥ - 3 - ¥ - 3 °
21 Wested Walue [EOY) ¥ 4175 % 330550 % SE427E 4 1BERIZE & 1TO2026 § 15950050 0§  Z30B8TE F 2729425 % 3103525 o 3436775
22 Unvested Walue [EOY) kS 222528 % 36,360 % EE112E ¢  BB14¥e &  BEIEYR §  TIOZEO % BTE2E f 1002975 4§ 110475 1215826
23 Flan value [EOY) ¥ 286,700 % 54900 1626400 f 2Z4EE00 & 23VIE00 & ZEVO300 & RIVETO0 & 3 TI2400 f 4214000 F  4EGZE00
24 Cum Plan Yalue [Pd, Unpd, Wstd, Ling $ 296700 % 95900 f 1626400 f Z4EEO0 ¢ 44200 ¢ 4v04200 0 EMFE00 f FO20E00 f 9 FVERA00 F 11807800
25 CPY as ¥ of Market Value 0.2% 0.7 11 15 2.0 2hM 3.0 38K 4.0 4.4
26 CPY as ¥ of Increasze in Market Walu 2o aam 4.2 B0 B B3 B T ek Th
27 I s e rnmes Ve a[ﬁ R Ao Fidie T A R a0 e TR T
25 P s G dneresne i FoeTils B o i sk e A e Lol Abdds M b M M
23 = Wesked Zhl 3.0 k= B [ iRl Pl b N a6 -
30 % Unvested TR0 Ag.hM 40,75 228 245 270 2745 2B.9% 2645 261
32 | Joe Smith 201 2012 2013 2014 205 2016 2017 2013 2013 2020 2021
5% | Bnnual Grants [BOY) - 180,000 120,000 180,000 180,000 180,000 180,000 180,000 180,000 120,000 180,000
34 | Annual Qistributions 3 ¥ - ¥ - ¥ - ¥ - + 436600 % 45,800 % 421,200 % 430,600 % A7E000 EEE,000
55 | Cumulative Distributions % % - k3 $ k3 + 435600 % 851400 £ 1272600 4 1753200 4§ 2329200 § 2995200
36 | Remaining Installments 3 ¥ - ¥ . § . k3 . ¥ . § - 3 - 3 - ¥ - 3 -
37 | Wested Value [EOY) ¥ k3 080 % 153,300 % 403650 % TEOYEOD % TEOIED % BIE300 % SeR2E0 F  1MIEEO0 & 1295180 f 1438650
38 | Unested Walue [EOY) E ¥ 93180 f 224,100 % ZFETRO0 & 230850 f 243450 % 01600 % 364,950 % 413,860 % 464 260 % f02,950
38 | Cumulative Plan W alue ¥ - ¥ 124,200 % Jg3400 20400 F 10NE0D  F 1423200 F 1963200 F 2E0Z800 F 5600 F 4093200 F 4942500
40  Bob Smith 201 2012 2013 2014 2015 2016 2017 208 2019 2020 2021
41 | Annual Grants [BOY) - 140,000 140,000 140,000 140,000 140,000 140,000 140,000 140,000 140,000 140,000
42 | Annual Distributions t % - k3 - S - k3 - + 338800 % J23400 % J27 600 % Fr3e00 % 448,000 % 518,000
43 | Cumulative Distributions k3 ¥ - ¥ ¥ ¥ 0 338800 % EEZ,200 % 989800 § 1363600 % 181600 % 2323600
44 | Fiemaining Installments 3 ¥ - ¥ - % - k3 - ¥ - % - S - t - k3 - t -
45 | Wested Value [EOY) E ¥ 24180 § 123,900 % H3AE0 f  BOVZE0 & BEI4E0 % E34,900 % TROFEO0 % gE8ERD 100450 § 1,113,950
46 | Unwested Walue [EOY) ¥ k3 TZ450 % 74300 % 215,260 % 173,580 % 129,350 % 23500 % 283850 % JZEERD § JE1EE0 % 395,850
47 | Cumulative Plan W alue k3 - k4 96600 # 298,200 % 529200 ¢ TRESO00 f$  1LMEDD f  1EE00 2024400 F 2EFRE00 fF 2183600 F 2244400
45 | Sarah Smith 201 2012 2013 2014 205 2016 2017 203 2013 2020 2021
43 | Annual Grants [BOY) - 10,000 110,000 10,000 10,000 110,000 110,000 110,000 10,000 110,000 110,000
50 | Annual Distributions 3 ¥ - ¥ - ¥ - ¥ - +  ZER2O0 % 24,100 % ZE7 400 % 293,700 % aE2,000 % 407,000
51 | Cumulative Distributions S % - k3 S k3 + ZBR200 % 20,300 % FIFF00 % 1071400 ¢ 14232400 § 1830400
52 | Remaining Installments 3 ¥ - ¥ . § . k3 . ¥ . § - 3 - 3 - ¥ - 3 -
55 | ested Walue [EDY) t ¥ 12476 ¢ ar3E0 § 24BE7E % 477,125 § 458425 % 498,850 % 539875 % E93,226 % 793,925 % 874,175
54 | Unuested Walue [EOY) E ¥ AES25 § 136,960 % 169,126 § .07 § Ha8.775 184,260 % 223025 % ZBEATE % 284075 % 3,025
55 | Cumulative Plan W alue ¥ - ¥ TEA00  § 234,300 He200 B13,200 §  @F3400 & 1203400 % 1590500 # 2026200 %  2A0i400 4 3020600
5E 201 2012 2013 2014 2015 2016 2017 208 2019 2020 2021




Measure Your Return on Pay




ROTRI™ - Return on Total
Rewards Investment
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How much is the Total Rewards

Investment?

= Salaries

= Commissions

= Bonuses

= Deferred award accruals (LTIP)
= Core benefits

= Executive benefits

= Retirement contributions

= Payroll taxes




What return do you get on that
Investment?
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ROTRI™ Example:

Capital Account

Cost of Capital

Capital Charge

NOPAT

Productivity Profit

Total Rewards Investment

ROTRI™

‘

$

2,000,000
12%
240,000
1,000,000
760,000
4,500,000
16.9%

(ROTRI = Productivity Profit/Total Rewards

Investment)



Measure and Create
Line of Sight

Rewards

What’s in it for
[111:Y4

Roles and

Expectations
My Contribution?

Model &
Strategy

How ?

Vision

Where?




Alignment Appraisal




7
Compensation Practices (Structure)

The Alignment Appraisal™ assesses the pay philosophy and practices of the
company relative to world-class standards.

i Aligi | \ Do we align our pay strategy with our business
~ L strategy?
l M"'! | \ Does our pay strategy offer fair and meaningful value
4 to our top contributors?
l Stewu! | \ Are we effective stewards of the compensation
I investment being made by shareholders?
N
Part Do the design components of our incentive plans
promote a value-sharing, partnership philosophy?
N
Reinfo Are we excellent communicators of the value and
) purpose of our compensation packages?

43



7
Compensation Impact (Mindset)

The Alignment Appraisal™ assesses the impact of your pay practices on your
employee’s perception of how well they fit in your company.

i Comi | Do your employees perceive themselves as belonging
to a dynamic organization with a compelling future?

B \ Do your employees see the connection between

1 cnn company success and personal compensation?

| ca \ Do your employees feel that your pay practices are fair,

1 consistent and purposeful?

YR . Are the design components of your incentive plans

| Valoes based on a value-sharing, partnership philosophy?
l Engail Do your employees feel fully engaged in their jobs?

by




The 5 Pay Essentials for Business Growth

- Employ a process
‘Have a philosophy
""‘-:BUI|C| a structure
hare long-term value

Ll P

jre your return on pay




Special Offer

| é One hour consulting call
, with a VisionLink
principal at no charge



Take our

SURVEY

Please complete our brief
survey immediately
following our
presentation.

We value your input.

Request a copy of our
slides, white paper and a
complimentary
consultation.



Upcoming VisionLink

Online Seminars:

Guaranteed vs. Incentive Pay (HR Audience)

| June gth

What's the Right Balance?
Compensation as a Wealth Multiplier June 23
How to Build Pay Strategies that Increase Shareholder Value
4 Alternatives to Sharing Stock July 28th
How to Share Value without Diluting Equity y
The 3 “Habits"” of Highly Effective Pay Plans August 25t
How to Ensure Your Rewards Programs will Succeed
How to Achieve a Competitive Advantage in Pay (HR Audience) Sept gt"
The 4 Secrets to Retaining Top Talent Sept 221

How to Solve the Key Performer Retention Problem



NOW AVAILABLE!
A Checklist for Building World-Class
Compensation

A CHECKLIST
FOR BUILDING
WORLD-CLASS
COMPENSATION

Express interest on the final survey
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www.VLadvisors.com

Y 1 [w]S] @ clencropn
VISK \/\1 v#';\ Ahout Us Capahilities Knowledge Center Blog Contact Us (888) 703 0080

Drive Growth - Increase Value - Multiply Wealth
Which Plan is Right for Your Company?

How Do | End Entitlements?

Click here to learn more

Learn About View a Speaktoa
VisionlLink's VisionLink Compensation
Capabilities Webinar Expert

CLICK HERE CLICK HERE CLICK HERE

You can also subscribe to our blog



www.PhantomStockOnline.com

W 5 >
ey, ::!:;,,,

%%
A way to share estity- \Jalue

WHAT WILL IT CHANGE?

WHERE DO | BEGIN?

KNOWLEDGE CENTER TOOLS BUILD A PLAN BLOG
/- S
= @&
4 l AN ()_
Explore our wiki and find the Decide whether Phantom Stock is For "do-it-yourselfers.” Follow Read the latest discussions
answers to your Phantom Stock a fit for your company this guide to create your own about Phantom Stock and other
questions plan value sharing strategies

Knowledge Center Tools BuildaPlan Blog AboutUs Contact






kgibson@vladvisors.com
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