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Wm. Drumm, CEQ, Establish Inc., 9/2006

NOTE: This DB includes manufacturing operations. For traditional DC operations,
65% is probably more accurate.
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PARTICIPATION 40%+ 31%-39% @ 16%-30% @ 5%-15% None

Total
FIVE MONTHS AFTER INSTALLATION 1 1 4 51 78 141
THREE YEARS AFTER INSTALLATION 11 14 36 30 9 100
NET CHANGE

< 10 13 32 21 -69
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Simplified Gainsharing Participation @

40%+  31-39% 16-30%  5-15% No GS "Zombies"
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Participation Percent FTES

Month 1

Month 3
Month 12
Month 18
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« APPROVE ONLY PROJECTS WITH
CLEAR ROI

« USE FREE TIME

« TAKE ADVANTAGE OF ATTRITION
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PROJECTED

DEPT # FTEs Loaded Wage Annual Payroll * Auarantee Year 1 Year 2 Year 3

65.00% 60.00% 70.00% 75.00%

$3,500 $4,000 $4,500
Receiving 9 $13.00 $243,36 $18,900 $25,200  $30,375
Putaway 5 $13.00 $135,200 $8,125] $10,500  $14,000  $16,875
Replenishment 4 $13.00 $108,160 $6,500 $8,400 $11,200  $13,500
Orderfilling 25 $13.00 $676,000 $40,625] $52,500 $70,000  $84,375
Shipping 11 $13.00 $297,440 $17,875| $23,100 $30,800  $37,125
Indirect 0 $13.00 $0 $0 $0 $0 $0
SUBTOTAL 54 $1,460,160 $87,750] $113,400 $151,200 $182,250
Clerical 10 $13.00 $16,250] $207,900 $277,200 $334,125

T. HEADCOUNT| 64
$1,730,560 |
TOTAL SAVINGS 104,000] $321,300 $428,400 $516,375
S0 00 a0 _seasison_ssieiE>
PERCENT TO CURRENT PAYROLL 18.57% 24.75% 29.84%

* ANNUAL PAYROLL CALCULATION INCLUDES NO OVERTIME.
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Typical Network Savings By Category
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Recordable Incident & Lost Time Rates

RIR LTR

O 3 YEAR INDUSTRY AVERAGE m 3 YEAR LDG CLIENT AVERAGE
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Strong local manager

Motivated work force

Good reporting system

18 months of improvement under ELS

Good corporate support
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Net Savings Comparison
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Average Annual Savings/Higible FTE
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Net Savings Comparison

$400,000+

$170,975

$200,000

$0-

0O ProjectedBasedon 1st 60 Days @ Actual




&

$$"%J $F & "*NHT
HO# %NS &*" /S & 3# *
% & "

%% % ! 2 %.%$& $&I &
1$%!2 % "&$ &* .& &#H* #3
& &% !2 *O0."$#* %S $*# &"#

15, 12 && $ &*K.!'$ [ 3! *
‘ % &%$ &H#H* % &# &#.#0.! &"

@The Labor Development Group

Home of Simplified GainSharing




The Labor Development Group

Home of Simplified GainSharing

Environments as large as 70,000 SKUs and 300+ associates
Facilities of all sizes across the country
Union & non-union operations

Aggregate savings ca. $5,000/FTE/year on average, millions in total
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e Support achievement of the strongest work force possible
 Take advantage of the nuances — partly an art form

 Move standards upward over time with full associates’ concurrence
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* Provide guidance to get from $2,500/FTE to $ ???

 Assure that benefits are maximized over time
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An Excellent ROI
« Low capital investment

 Payback in months
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Work force morale improves
Quality of work life & job satisfaction increases

The number of program participants above “0” or “100%" grows
(i.e. greater productivity)

The portion of the work force participating in the program is larger
More associates are tracked individually, rather than as part of a team
Work quality rises

Turnover falls

Safety improves

Supervisors have more time to manage
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THANK YOU

Ron Hounsell
847-328-8269
RonH@gainshares.com



