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When Employees Think, Act & Feel
Like Owners...

Everybody Wins.
Beyond Open BOOk THE GREAT GAME OF BUSINESS %T’ﬁfh
Beyond Open Book

Every employee...

* is given the measures of business success and
taught to understand them

e is expected and enabled to act on their
knowledge to improve performance

* has a direct stake in the company’s success
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SRC Holdings Corporation

* In 1983 —failing division, International Harvester Co.

* Today - 25 year employee owned company
* 320 Million in Sales
e 17 highly diversified business units
* 10 cents per share to $234 per share (FY 2007)

e Great Game of Business — One of the most celebrated
approaches to Open-Book Management
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Great Game of Business

PRACTICES
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FORECASTING

It’s a Process




Our Approach...

FOCUS ON THE
CRITICAL
NUMBER

Find a

ACT ON THE

RIGHT DRIVERS

Create

90 DAY
MINI-GAME CHALLENGE

FOLLOW THE ACTION
& KEEP SCORE

Hold Each Other
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PROVIDE
A STAKE IN THE
OUTCOME

Reward &

Common Goal Line-of-Sight Accountable Recognize
Financial
FOLLOW THE ACTION K E E P SCO R E Scoreboard

& KEEP SCORE

Department
Scorecard

Financial Statements

Revenue
Workgroup | purchacing |
Scorecard

Cost of Sales

Sally’s | Material Usage | materiale  [ommmmmmm——
Scorecard

Purchase Variances

Product XYZ Cascading the Score

Line-of-Sight
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FOLLOW THE ACTION Busivess

SN FOLLOW THE ACTION

What’s a Huddle?

: ¢ Evaluate Game Conditions
Hold Each Other e Check the Score

Accountable s;.‘?o(oup ‘\0
* Plan the Next Play s * 48
*  (manage deviations) 2 _-é’ Scoraie OE %
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Mid-Level
PRE HUDDLE Management i
Front-Line g SHE
Operational Scoreboard Sl SRC Holdings Corporation

. Employees
Review Departmental & Workgroup

Tuesday
SEIEEICS 30to 40 min.

Creates a Financial Opinion from Operational Performance
Shares Numbers and Information up through the Company

MAIN HUDDLE

Top Leadership
Mid-Level

Financial Scoreboard Management

Review Financial / Critical Number

Scoreboard & Bonus Plan Wednesday

40 to 50 min.
Creates a Big Picture Financial Outlook
Shares Numbers and Information across the Company

POST HUDDLE

All Employees
Financial Scoreboard
IDEAS Share & Discuss Financial Outlook =
hursday
& Bonus Plan 15 to 20 min.
Creates Ideas and Action Plans for Improvement
Shares Numbers and Information down through the Company
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LSS FOLLOW THE ACTION
What’s a Huddle?

e Numbers Focused

Hold Each Other e Enhances Teamwork
Accountable A
* Promotes Action
¢ Educates the Team
* Spreads & Maintains Accountability

e Forward Looking




: ROA Scoreboard - August 2006 Forecast Forecast Forecast Forecast
Ll Owrrer Week 1 Week 2 Week 3 Week 4
Net Income Calculations
July Actual Net Income Cindy 51,569
August Opinion Net Income Cindy 500 /
Total Net Income (opinion & YTD) Cindy N 2,068
Net Income YTD Plan Cindy 81,748 \ /
YTD Comparison to Plan Cindy 8321
Annualized Projected - Actual, Opinion & Plan __ |Cindy §3,081
Year End Net | Plan Cindy 82,761 | o aa
Total Assets Calculation ROMIMg
Actual July Ending Assets Cindy \ $23,248 |
Net Change in Inventory
[ [Material Receipts Sally $13,900
[ [Material Usage Variance Sally 50
[ [Purchase Price Variance Sally (823)
Labor John 141
Labor Variance John 50
Overhead Absorbed Alicia 50
Total Into Inventory Alicia 14,018
COGS Cut Alicia (811,411)
Total Net Change Inventory Cindy 52,607
Net Change in Fixed Assets
Capital Doug $31
Depreciation Cindy (526)
Total Net Change Fixed Assets Cindy 85
Net Change in Accts Rec
Shipments Joe 12,600
Gross Collections Cindy £10,100
Total Net Change in AIR Cindy 52,500
Total Net Change in Assets Cindy $5,112
Total August Ending Assets Opinion Cindy $28,360
Plan August Ending Assets Cindy $17.466
Year Ending Asset Plan Cindy $14,559
Opinion ROA (annualized) Cindy 10.87%

bei . Bﬂ::rl:la.clunng Spending h_::_iﬂ._ s —— : —_5____.3"_"_"_
fasion s > ——
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FOLLOW THE ACTION Hisness '

& KEEP SCORE FOLLOW THE ACTION
Why Forecast?

e It's our early warning system - Alerts everyone
to opportunities and emerging challenges

Hold Each Other ¢ Line-of-sight, Cause-and-Effect
Accountable

e Sustains commitment

e Ability to forecast accurately is an indication of
how well employees understand their numbers

o
90 DAY { H_“SW;
MINI-GAME CHALLENGE AMAA

FOCUS ON THE ACT ON THE FOLLOW THE ACTION PROVIDE

CRITICAL RIGHT DRIVERS & KEEP SCORE A STAKE IN THE
NUMBER OUTCOME

Mini-Game

A short-term rapid imprévement challenge designed
to correct a weakness or pursue an opportunity
within the company.
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Cylinder Heads
Labor Ratio
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90 DAY
MINI-GAME CHALLENGE

Choose the Game — The Right Drivers
Defined the Target (Stretch Goal)
Estimate the Benefit

Identify the players

Determine the timeframe
Develop a theme

Design the scoreboard

Choose the reward

O Nk wWwN e

Play the Game
Celebrate the Win
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90 DAY
MINI-GAME CHALLENGE

Driver Derby

The Game: A restaurant food &
equipment distributor
needed to dispose of
$50,000 in excess inventory

The Target: 75% reduction

The Players: Delivery truck drivers

The Timeframe: 90 days
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Rich Armstrong
The Great Game of Business

rarmstrong@ggob.com
Direct Line 417.829.8222

greatgame.com




ANNUAL

e Strategic planning engagement
— Budgeting
* Bottom up from work teams
* Collaborative with CFO & CEO

— Demands of capital structure vs. realities
— Core Values Review
* Feedback
* Vote on changes

Beyond Open Book
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QUARTERLY

e Half-Day team events (mandatory)

— Business review
* Quarterly financial wrap-up
* Strategy for next quarter
* Brainstorm breakouts
— Recognition
* Heroic Ownership awards
— Team Building Activity
* Laser Tag; Scavenger Hunt; ESOP Game
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Beyond Open Book

QUARTERLY
e April 2008 Agenda

TEAM KINDERMUSIK QUARTERLY MEETING
Wednesday, April 23, 2008

Goal: To come together as a total team of owners to mark
the transition between quarters and re-invest in our team.

FY08 & Q4 WRAP-UP
12:00p Phones off/Catered lunch
12:15p Hero drawing!!!
12:20p FY2008/Q4 Financial Wrap: Scott
KI’s Share Valuation/Private Co. Index: Scott
12:35p Special Presentation: Scott

FY09 & Q1 PREVIEW
12:40p Strategy Update: Michael
12:55p Consumer Channel Top Initiatives: Brian & team

1:10p Special Presentation: Brian

1:15p Educator Channel Top Initiatives: Carol & team
1:30p Hero drawing!!

1:35p Accounting/Ops Team Top Initiatives: Scott & team
1:50p Product Development Top Initiatives: Debby & team

2:05p Hero drawing!!!

TEAM INVESTMENT

2:10p EO Q&A

2:25p Sharing Exercise: Michael Dougherty

2:45p Hero drawing!!

3:00p GROUP ACTIVITY BEGINS!!! (details to be provided at 3
6:00p CONCLUDE GROUP ACTIVITY

NEXT TEAM K1 MEETING: Monday, July 28, 2008
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* Own Zone Meeting
— Build the income & cash flow statement
* 10 to 12 contributors
— Teach, don’t preach
* calculate EBITDA

e accounting methods & restatements
 Variance explanations

— Bonus watch
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Beyond Open Book
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Bonus Watch FY2008 (YE 3/31/2008)

YTD EBITDA VARIANCE
1,500,000 FYO7-FY0R
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1,100,000 Bucket 6
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DAILY HUDDLES

15-min stand-up meetings

— Personal Metrics
— Stucks
— Updates

Power of peer accountability

Cascading, two-waves to every EO

A meeting that sets you free

Beyond Open Book
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9/10/2008

9:15 Operations Team Huddle

Metrics

— #DSO

— % Order fill rate

— # Customer issues unresolved

— Avg. $ order size

Update: August financial closing
Stuck: Nodus interface install
UPS quote: U.S. & EU distribution
eBook: possibility for a revenue
model with digital delivery

Wiki review status

11:11 CEO Council Huddle

Metrics

— incremental net sales

cash flow & LOC vs. budget
gross margin

days behind IT project list
U.S. economic outlook
Reprioritizing IT projects
Bad profits on sibling kits?

Stuck: U.S. consumer
recession

Update: toy safety import laws

Stuck: rollout Australia
website
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Questions?
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When employees thiitk and act like owners...




