CARRIS REELS, INC
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Introductions

David Fitz-Gerald
— VP, CFO & Treasurer

Karin McGrath

— HR Director

Carris Reels

Headquartered in Rutland,
Vermont

Founded in 1951 by Henry
Carris

Bill Carris, his son took over
in 1980

Bill started the company
down the ESOP path in 1994.

100% employee-owned,
January 2008

2008 ESOP Company of the
Year/ESOP Association
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Eleanor, Elsie, and Marie



...S0 you’re faced with a decision...
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what to choose?




some decisions are simple
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some decisions are very hard

| Sort by column head (Arrow indicates current selection)
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SMALL CARS (AUTOMATIC TRANSMISSION)
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Hyundai Elantra SE

Honda Civic EX
(AT}

Mazda3 AT

Honda Civic Hybrid

Volkswagen Jetta
25

Hyundai Elantra
GLS

Mitsubishi Lancer

Hissan Sentra

Kia Spectra AT

Chevrolet Cobalt
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Predicted reliability
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E Owner satisfaction
B Accident awoidance
El Crash protection

B overall MPG

Controls, relatively comfortable
and quiet ride, secure handling,
standard ESC on SE, breking.

oo

Powertrain refinement, fusl
economy, orash-test results,
cabin storage, reliability.

Handling, fuel economy, turning
circle, relisbility.

Fuel economy, low emissicns, fit
and finish, cabin storage, orash-
test results, reliability.

Interior room, fit and finish,
orash-test results, turning circle,
ESC standard on mast trims.

Controls, relatively comfortable
and quiet ride, fuel economy,
reliability.

Agility, steering, contrals.

Ride, transmission, unigue
interior storsge features, controls.

Ride, guietness, long wamanty.

Acceleration, ride.

Steering fesl.

Read noise.

Road noise, small trunk, IIHS
side-crash test wio side- or
curtain air bags.

Road noise, no fold-down rear

seat.

Coarse engine.

Agility.

Engine noise, fit and finish,
braking.

Sloppy on-limit handling,
braking.

Acceleration, sgility, I1HS side-
orash result, ABS option hard to
find.

Steering, engine noise, fusl
economy, seat comfort.
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...the fates of nations...

44 million votes between them



big changes In peoples lives

97 million votes between them



get professional help

 We worked with Greg Zlevor of Westwood
International to develop a decision-making-
model in 1997 for use by our steering
committee.

 We worked with Chris Mackin of Ownership
Associates on training and to set up our
decision making documentation and
communications in 2000-1.

* In 2007 we began working with Alex Moss of
Praxis Consulting to develop our future
governance systems... this will take some
time!



reg Zlevor, Westwood International

/= Welcome to Westwood International - Windows Internet Explorer
;v | & http:ffwew.westwoodintl.comfcontactus, html

File Edit View Favorites Tools Help
Co :3]02 (G wwestwood international % Go « \=))v @ B vy e {} Bookmarks v @24 blacked A;» Check v 4 Look for Map +

W & welcome to Westwood International

W

Westwood International

|Contact Us

Westwood International

P.O. Box 321

407 Main Street

Medfield, Massachusetts 02052

Ph: 508.359.1900
Fx: 508.359.1903

Consulting
Email Greg Zlevor:
/0

gzlevor( yodintl.com

Office
Email Jean Howard:

Jhoward@westwoodintl.com

Other inquiries
Email for information:

info dintl.com

© 2007 Westwood International. All Rights Reserved.




IS It a decision for the steering committee ?

EFFECT site specific

SOMEBODY
ELSE
DECIDES

STRATEGIC day-to-day
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Agenda building considerations

Insights

1. Decide what to decide

on

. Before deciding,
choose appropriate
model

. Choose fallback model

If the first choice fails

. Discuss and identify
behavioral implications
of each choice

Factors to consider

Impact on quality of life
or financial impact

Do we need “buy-in”?

Do we have enough
time to reach a
decision?

Do we have all the
Information we need?

Is it a “no-brainer”?



decision making model

,/

e

Delegate with Constraints

-

/-_éﬂ Sensus

\"\.
Faliback N

Gather Input as a Team

e

,/.étther Input as Individual

Decide and Announce
(Blurt & Duck)

-
p=a
L
=
Ll
=
-
O
=
=




/Z DA: Contact Information - Windows Internet Explorer

¥ | £ hito:fjvwan.omnzrshipassodates. comjcontact. shim

Ed View Favordes Tooks Heb
gle C vosnership assodstes ¥ G0 o § ¢ Eockmatksw §24 blocked ‘P Check » 4 LockforMan ~

| \
@ !

home

n2ws & events
services

ONDESIIp LT

Assooates or our products and services,

You can con thers at Cwr up A 1 i the following finks:

d Car




ownership culture

« conducted training on building an
ownership culture.

» emphasized BALANCE between: o
—rights and responsibilities R |/
—risks and rewards

» developed decision making tools

é 1254567890 <
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rights and responsibility

» “for every expected right of ownership
one can imagine, thereis a
corresponding responsibility.”

— example... to have the right to participate,
you may have the responsibility to get
training.



risks and rewards

» “for every reward of ownership that can
be iImagined, there is a corresponding
risk... risking means investing”

— example, investing ourselves in the
business makes the business more
valuable and increases the stock value.



decision making tools

* decision making charts
 which decisions are made by whom

* decision making grids

* how each type of decision is supposed to be
made

* decision reports
e documentation of actual decisions

—examples to follow...



the “lingo”

* language
— Responsible person “X”
— Alerter “A”
— Consulted person “C”
— Recipient of information “R”

— Process coordinator

* has the responsibility for coordinating the
entire process for a particular issue.



overview - charts

Chart B - The Present

38 Fate of the Company: merger, sale, elc.
7 Selection of Board of Directors
38 Approve Minutes
35 Holding Senior Management Accountable
34 Senior Management Compensation
33 Distribution of Profits
32 Capital Improvement (Investment Strategy)
31 Manufacturing Technology
30 Selection of Senior Management
29 Acquisitions / Start Ups
28 Product
27 Raising Capital, Relationships with Banks and Investors
26 Employee Compensation
25 Marketing & Advertising Strategy
24 Management (Exampt) Hiring
23 Constitutionalism / Governance
22 Quality of Worklife Issues
21 Communications / Training
20 Allocation of Employee Benefits (Based on Sr. Mgmt Budget)
19 Firing
18 Lay-off Policy, Employment Levels
17 Product Pricing
16 Equipment Purchases
15 Setting Production Standards
14 Equipment Layout
13 Setting Safety Rules and Practices
12 Setting Quality Standards and Measurement
11_Wage Changes, Raises
10 Performance Evaluation
9 Promotions
8 Disciplinary Action
7_Hourly (Non-Exempt) Hiring
6 Enforcing Safety Rules and Practices
5 Enforcing Quality Standards and Measurement
4 Determining Work Assignments
3 Election of Steering Committee Representatives
2 Participate in Taskforces and Committees
1_Local Work Environment

Types of Issues ("Y-axis")




site charts

Rutland Decision Making Chart Process Qwner {(Z-axis")

Primary Responsikility

19| Employment Levels
18|Equipment Purchases
17| Setting Safety Rules and Practices

16| Setting Quality Standards and Measurement _
15| Product Pricing E__Accmml Manager
14| Sefting Production Standards

13| Wage Changes, Raises

12| Promotions

11| Determining Work Assignments - between buildings
10| Local Work Environment

8| Termination

Hourly (Mon-Exempt) Hiring

Equipment Layout - within department

Performance Evaluation
Disciplinary Action

Enforcing Safety Rules and Practices

Enforcing Quality Standards and Measurement
Determining Work Assignments - within department
Election of Steering Commitiee Representatives Employee i

|Pru-r|uctiun.f[]npartmant Manager

Types of lssues ("Y-axis"} |
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Decision-Making Process ("X-axis")

August 2008
Rufland Decisicn Making Commitiee

Rufland monsist of Mill 100, Mill, Tin & Bolts, Trudk Garage, and RED.




corporate charts

2006 - Corporate Decision Making Chart
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35
3
33

Fate of the Company: merger, sale, et
Selection of Board of Directors
Legally Affirmed Decisions

32
31

Corporate & Site Management
Distribution of Profits

30
29
28
27
25
25
24

Capital Improvement*

Finance

Compensation

Marketing & Sales

Organizational Development

Flanning and Development

Policies and Administrative Procedures

23
22
21
20

Allocation of Emp Benefits(Based on Comp Mgt Budget)
Methods of Communication and Education

Selection of Trustees forthe ESOP

Create and Maintain Governance Structure

Shareholders
Bogrd of Directors

| Process Owner ("Z-axis") |

President / VP of Finance

Covporale Managamenl

Staeting Commities

Revizsed: September 2006

*dollar amount




Ision Making Gri

Dec

Decision Making Grid

Issue: Equipment Purchases

Authority Zone:

Process Coordinator: Site Manager

Each step will have...
X = Respangible Person(s)

Each step may have..

A = Alerts Responsible Personis)
C = Consultad Person(s)

R = Recipients of Information

Employees

Al CCC Members Employees

Al Site Employees

. Employee Wark Groups*

. Affected Employees®

. Selected Employees®

. Committee™

Superyision

. SUpervisors

Site Mat.

| Production/Department Manager

. Site Manager

. LoclHR

. Local Sales

. Engineering/ R&D

r

. Corporate HR

. Corporate Safety

. Corporate Finance

. Corporate Sales & Marketing

. Corporate Operations

Pres. / VP

'

. Vice President

. President/ CEQ

Steering Comm

. Steering Committee Reps

. Corporate Steering Committes

Board

. Board of Directors

Shareholders

. Shareholders

. Other® Maintenance

writer 62004
Rutland

ifrezm the st aboe)

Al oita amalrvaas howus tha riniké sl tha racneacihilibs bn alart camanna that thav halisia o naeicineg

Vice President HAS VETO POWER OVER THIS DECISION.

« Example from
Vermont



Report
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Sample Dec

CARRSCEELS

Carris Decision Report

(e month [/ issuem)

ISSUE: A decision was made on the following issue: purchase another wrap maching
far the mill.

DATE: This decision was made on ZA7/2007

DECISION: We decided (chedk off one of the following)

O Mot to initiate the process (step 1)
O To take no action (step 4)
B To take the following action: Purchase a wrap machine for wrapping KD and

stock forinternal use.

REASON: This decision was made because the current wrap machine used (which
came from NE Reel) is not stretching the materal which is using more wrap on each
load. The cost of a new wrap machine will pay foritself in a vear with the proper
stretching of the wrap. The cost of the new wrap machine is approx. $10,750.

DECISION MAKERS: This decision was made by Gary Farrell, Tim Lybeds and Mike
Bryant. Mike brouaht it to the attention of Gary Farrell about the waste created when
the machine isn't stretching the plasticin the process of wrapping.

INFORMATION: People with the right to be informed about this dedision are Carris
Reels Rutland.

They can talk to their supervisar or Gary Farrell for more information.

NEXT STEPS: The person/people who will review this decision are the operators that
use the wrap machine and Gary Farrell,

The decision will be reviewed on {¢ate)0n going basis.

GRID # 18 Equipment Purchase

 Equipment
purchase



6 steps In decision making process
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Initiate process
Gather Information
Generate alternatives
Make decisions
Inform others
Review decision



Six Step Decision Making Process

Initiate process Gather Informnation

Ernployes(=]alert thera
needs to be 3 review of
the deciszion

Generate altermatives

Step 5 _

W

Irformn Al of thaose
ipnlyedinthe process.

Maha 3 daclilon baged an
gatierng Information and
genarating altermative vin stepr 2

and 3.




next phase: governance

more specifically, now that we’re 100%
employee-owned we want to become
employee-governed as well.

over the next couple years we will need to
Institutionalize how we will deal with board of
directors issues and management
succession issues.

we are studying what other employee-owned
companies are doing in this area.

Alex Moss of Praxis is facilitating this
process.
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LEADERSHIP
PRAXIS STRATEGY

CULTURE

. Contact Us
Services

People Praxis Consulting Group, Inc.
Clients 8506 Germantown Avenue

Philadelphia, PA 19418
Employee Ownership

215.753.0303 phone
Events 215.753.0305 fax

Publications
General Information
Contact Us E-mail us:

infof@praxisCG.com

Virginia .. Vanderslice, Ph.D., President
inn raxisCG.com

Alexander P. Moss, MPPM, Principal
alex@praxisCG.com

Nancie Zane, Ph.D., Principal
nancie@praxisCG.com

Alix Rabin, B.A., Office Administrator
alix raxisCG.com

Praxis Consulting Group 215.753.0303 Phone 8506 Germantown Avenue info@praxisCG.com
215.753.0305 Fax Philadelphia, PA 19118







