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Session Agenda PRAXIS ) fijgrther

1. Introductions & Context
2. Hypertherm as a role model
3. Q&A

4. Experiences from other companies in
the audience




What i1s Culture? PRAXIS )  Hypertherm

d The way people interact, behave and
accomplish their work in an
organization

d The behavioral reflection of underlying
values & beliefs that are shared and
understood by members of the
organization



Culture and Performance PRAXIS | Hijgertherm

J ESOPs + participation outperform
ESOPs with no participation and non-
ESOP peers
e Use more of what people know and more ideas
e Greater engagement and commitment
eEveryone “gives”

J How do you see your culture as a
competitive advantage?
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Culture: A Long Term Sustainablel
Competitive Advantage
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Hypertherm, Inc. History: nijpeiineiin

Company started in 1968 in a Garage

« 1068 Global Associates
— 905 USA Participants in ESOP Plan
— 27 USA Associates pending eligibility

— 136 Global associates in Global Stock Value Plan i
Phantom Unit Plan

« HSOP (Hypertherm Stock Ownership Plan) started in 2001

e CAGR of 19%0f Stock Value since 2001 vs. CAGR of Dow
of 1%

e Culture focused on Empowerment, Continuous
Improvement, Ethics, Respect for the Individual, and
Ongoing Development since 1968




Hypertherm, Inc. Mission & Core Values: nijise

Strategic Vision

Critical
Success
Factors

Innovate and lead in
technology development

Exceed C/customer
expectations

Develop leadership excellence

Promote learning, develop-
ment and well-being
of Associates

Drive operational excellence
using HyPerformance
Practices

Grow revenue and create
financial strength



Topics: mijpeitnei

« Hypertherm, Inc. Culture

e 442 Frames

e Matrix Structure

e Culture Starts at the Top of the Organization

e (Cascading Accountability

e Owner Associate / Owner Accountability

Most Essential
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Hypertherm, Inc. Culture: niaciuiciin

 Core Values Posted throughout all Buildings and We Walk
the Talk

« Semi T Annual Reflections with four Targets (one Exceeds)

* Individual Performance Plans with Goals leading to
Accountability and Empowerment

« Competency Models
e Code of Ethics and Silent Whistle exists

 Total Reward Package focus

Continuous Improvement and Personal Growth




Topics: eIt

 Hypertherm, Inc. Culture

e 4+2 Frames

e Matrix Structure

e Culture Starts at the Top of the Organization

e (Cascading Accountability

 Owner Associate / Owner Accountability

Most Essential
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Compliment Other 4 + 2 Frames: igpeiaieiin
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Strategy 1 Vision and Communication of Vision
Structure T Matrix Structure and Empowerment

Execution T Operational Productivity and Cascading
Priorities

Innovation i Advanced Technology Constant Focus
M&A T Corporate Development Director
Talent 7 Promoted from within / Voluntary Turnover <4%

Leadership T Committed Leaders




Topics: mijpeitnei

* Hypertherm, Inc. Culture

e 4+2 Frames

e Matrix Structure

e Culture Starts at the Top of the Organization

o (Cascading Accountabllity

 Owner Associate / Owner Accountability

Most Essential
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Matrix Structure: Hunertherni
Matrix Structure
Business Teams
Regional Teams Consumables| Mech Systems| ~ Manual Systems | Centricut | Advanced Tech
North America
Asia
Latin America
Europe

Functional Teams

Note:
Collaboration between teams
Contributions Statements that Cross

} Focus on the Internal and External Customer



Matrix Structure:

e Pros:
— Collaboration
— Full Buy-In
— Final Product is Fully Vetted
— Cross i Accountability

e Cons:
— More Time to Implement
— More Meetings
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Culture Starts at the Top of the Organization

Cascading Accountability

Owner Associate / Owner Accountability

Most Essential
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Culture Starts at the Top: I
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Strategic Context, Plan, and Priorities
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Mgmt Tm
mid-August to mid-September

individual teams' processes for planning for 2005

Detailed |
| Team Budgets

<spread by month |
| “andlineitem>

(All Team_s, 1iDec)
r - T 7N
| Personal Planning |

Final

| First-cut |
Team Budgets ‘:>| Team Budgets
(All Teams, 29 Oct) (All Teams, 22 Nov) |

Strategic
Objectives
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Sales, & Fntl Ldrs
3-4 pm, 13 Oct,

Business teams' planning -

All Teams, December’
- sessions with management team Ceut L ( )
—
I/MechSy Il Dsp | —_——— —
S 80090
| \ Bus & Sales Teams

Operating Plans -~
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Final \
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Functional Teams
Operating Plans

Fntl Ldrs,
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(vision, mission, critical success factors year plan, etc .) 1-5pm, 16 Nov

Distributors Beijing
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9-10 Sep 2-6 Oct 26-28 Oct 26-300ct 10-13 Nov
JC 16 March 2004, revised 26 August 2004
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Topics:

......

« Cascading Accountability

 Owner Associate / Owner Accountability

e Most Essential
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" Yry & he o minea:
HnypcILnGiIin

h Cascading Accountability:

e July through November

« Management Team to Regional and Business
Teams

 Regional and Business Teams to Functional
Teams

e Teams Kaizens
e 371 5 Year Sustainable Plans

e Time of Full Collaboration
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Topics:

......

e Owner Associate / Owner Accountability

e Most Essential
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Individual Owner Associate: e e
e Team Plan / Gantt Chart
 Plan in Performance Management Software

e Smart Goals
— Specific
— Measurable
— Achievable
— Results
— Time Bound

Respect for the Individual
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" Yry & he o minea:
HnypcILnGiIin

h Accountability:
e A Wor k LI ke an Owner , Thi nk L
e CIA /GBI Metrics

« Team KiBréporsed on monthly or quarterly

e Corporate Priority Councils with Bowling Charts
of Actual to Targets; 3- 5 year sustainable targets

Respect for the Individual
20




l." ..... & Bs

Results T Open Book: iijfieiciciin

e Hyvisibility Scorecard monthly to Targets
— Strategic Growth
— Associate Well-Being
— Delight Our Customers
— Operational Productivity
— Financial Profitability

e EBIT Chart

Honesty and Integrity
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Topics:

Hypertherm, Inc. Culture

4+2 Frames

Matrix Structure

Culture Starts at the Top of the Organization

Cascading Accountability

Owner Associate / Owner Accountability

Most Essential
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Hypciuicinm

h Long Term Sustainable Competitive Kliwisosn s
Advantage I Most Essential:

Global Diversification
Priority Focus Throughout with Accountability
Competency Focus i 4 Models

Nine Box 1T Annual Review of all Associates;
Constant Succession Planning

Self Healing Standard Operating Procedures with
RACI Matrix (Responsible, Accountable,
Communication, and Inform)
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" Yry & he o minea:
HnypcILnGiIin

h Associates / Human Side - Results:
 Associates Love Being Part of Hypertherm
e Very Dynamic
e Great Place to Work in NH Several Years in a Row

e Great Place to Work Nationally i Fortune 100

e Blastto Come to Work
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i Questions: ngpeiticiin

e Titl e of Recent Book by RobiI
Di eo
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i Appendix:

e Shared Rewards
e Nine Box

e Obstacles
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h Shared Rewards: nipeitnei
* Profit Sharing 1 average 25% through 2008

* Profit Sharing in 20091 6%

« CAGR

« Two days of Community Service
 Development of Associates

e Green Focusi GBIl 0 s

e Wellness Center

Shared Rewards and Community
27




Nine Box:

HIGH

LOW

Low Potential or Interest /
High Performance

Medium Potential /
High Performance

Low Potential or Interest /
Effective Performance

PERFORMANCE

Medium Potential /
Effective Performance

High Potential /
Effective Performance

Medium Potential /
Low Performance

High Potential /
New to Position

POTENTIAL

—HIGH



INine Box:

Low Potential or Interest / High Performance
AHIi gh Professionadl

« Has mastered most, if not all, aspects of the
current role

« Performs consistently at a high level

e Strong professional who is of great value to the
organization, but does not have either the interest
or potential to move to a new position

e Action: Focus on retention and reward for high
performance while providing opportunities to
share job knowledge and skills

Medium Potential / High Performance
ACritical Contr.i

» Has mastered most, if not all, aspects of the
current role

» Performs consistently at a high level

» Has the interest and potential to move into a new
role, but needs to enhance leadership skills, gain
experience or increase exposure

» Has the potential for a lateral move or increased
job responsibility in the next two years

0 b

Action should be taken in 12-18 months.

Low Potential or Interest / Effective Performance
AUtility Playero

e Consistently meets the performance standards for
the current role

Is of value to the organization

« Has demonstrated little interest or ability in
advancing their career beyond the current
position

¢ Action: Coach to drive for high performance with
the goal of becoming a consistently high
performing employee.

PERFORMANCE

Medium Potential / Effective Performance
AfiSolid Contributo

» Consistently meets the performance standards for
the current role

« Is of value to the organization

» Could assume new or broader responsibilities with
additional development and experience

» Action: Coach to high performance before
targeting for new or broader responsibilities

High Potential / Effective Performance

ARi sing Staro
« Still needs additional time or development to
demonstrate a high level of performance in
current role since joining the organization or

taking on a new assignment or increased job
responsibilities

» Must demonstrate strong performance in
current role before consideration for a new
assignment or promotion

» Should provide opportunities to increase

exposure

Action should be taken in 12-18 months.

Medium Potential / Low Performance
iMi sspent Tal

» Performance is inconsistent and is currently below
or at standards for role

» Shows promise for a different role or will likely
master current role with more time and
development

» Has the potential to effectively perform in another
role the organization.

» Action: Move to a different role or coach to
improve performance before the next talent review.

ent (

High Potential / New to Position

AiNew to Position

* New to role within the last six months

* Is moving up the learning curve

» Demonstrated high or effective performance in
prior positions

» Employee demonstrates strong potential but is
too new in the position or organization

» Action: Coach to reach full performance as
soon as possible.
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Obstacles: Hijpeiinein

Global Connection

Keeping with Change

Hiring the Right Associates that Have A
Entrepreneur Mind-Set

— Challenges the Current State
— Loves Empowerment

— New Processes

— New Products

Peer Pressure
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Questions? PRAXIS) Mygertherm




Audience Examples? PRAXIS ) Higertherm




Contact Information PRAXIS) figerther

Ginny Vanderslice, President
Praxis Consulting Group
Philadelphia, PA
ginny@praxisCG.com
215.753.0579

Carolyn Maloney, Treasurer
Hypertherm

Hanover, NH
carolyn.maloney@hypertherm.com
603.643.3441
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