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Riordan Manufacturing, Inc
FY2004
Consolidated Operating Budget - Cost Center IT

Item Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Total
Compensation
Wages & Salaries $ 92666 S 92666 § 92666 S 92666 5 92666 5 92666 § 92666 5 92666 S 92666 5 92666 5 92666 S 92666 §1.111992
Benefts 21313 21313 21313 21313 21313 21313 21313 21313 21313 21313 21313 21313 § 255758
Bonuses 50,000 50,000 50,000 50000 § 200,000
Total 13979 113979 163979 113979 113979 163979 113979 113979 163979 113979 113979 163979 $1567.750
Other Expenses
Conferences 1500 1500 750 s 3750
Contracts (1) 3600 3600 3600 3600 3600 3600 3600 3600 3600 3600 3600 3600 § 43200
Hardware (2) 1500 1500 2,000 2,000 1500 S 8500
Leased Lines 4200 4200 4200 4200 4200 4200 4200 4200 4200 4200 4200 4200 § 50400
Maintenance 250 250 250 250 250 250 250 250 250 250 250 250 5 3,000
Office supplies 100 100 100 100 100 100 100 100 100 100 100 100 5 1200
Postage 50 50 50 50 50 50 50 50 50 50 50 50 5 600
‘Shipping 200 200 200 200 200 200 200 200 200 200 200 200 5 2400
‘Software Licenses 3500 3500 3500 3500 3500 3500 3500 3500 3500 3500 3500 3500 § 42,000
‘Special Projects 150,000 S 150,000
‘Subscriptions 50 50 50 50 50 50 50 50 50 50 50 50 5 600
Telephone 250 250 250 250 250 250 250 250 250 250 250 250 5 3,000
Training 500 500 500 s 1500
Travel 1500 1500 1500 1500 3500 1500 1500 1500 3500 1500 1500 1500 § 22,000
Entertainment 200 200 400 200 400 s 1400
Total $ 17400 § 13700 § 15400 § 163700 § 18600 § 13700 § 15400 § 15700 § 16600 § 14450 § 15200 § 13700 § 333550
Total Operating Expenses $131.379 § 127,679 $179.379 § 277,679 § 132579 § 177,679 §129.379 § 129679 § 180579 §128429 §129.179 $177,679 $1.901300

Notes

(1) Contracts covered: a Of site data storage, b: Web Hosting, c_Hardware Maintenance
37(2) Capital threshold is $2,000...all purchases, to include hardware, $1,999 or less will be expensed
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Press Release

Contact Angela Letn FOR IMMEDIATE RELEASE
Phone: (408) 5550144 2P P, Desamber 3

RIORDAN MANUFACTURING RESPONDS TO INVESTIGATION RUMORS

Mark Neitze! o Riodn Manufacturing,In.respondac foday o rumors of a impending
Food and Drug Asminstaton investigaton by Seing. e &re unaware of any pencing
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Overview

Lowell Bradford, Chief Legal Counsel, oversees all legal matters for Riordan
Manufacturing. All contracts have to be approved by Mr. Bradford before they can be
signed. Department heads forward all legal questions to Mr. Bradford who answers them
from his personal knowledge and experience or after consulting with the attoreys at
Literal & Finkel, the law firm retained by Riordan Manufacturing.

Mr. Bradford and Rick Ethridge handle all the company’s patent applications. Litigation,
taxissues and real estate matters are referred to Litteral & Finkel, but closely supervised
by Mr. Bradford. Per Mr. Bradford's instructions, all communications between Litteral &
Finkel pass through Mr. Bradford's offce.

Literal & Finkel have been representing Riordan Manufacturing since its inception. Dr.
Riordan’s cousin was a partner in the fim and the close relationship between the two
firms has continued even though Dr. Riordan's cousin passed away eight years ago.
rdan Manufacturing pays Litteral & Finkel a monthly retainer to assure prompt
response to any legal inquiries. If legal matters arise, legal fees are charged against the
retainer. Ifthe amount of the month's legal fees exceeds the retainer, excess charges
are billed to Riordan Manufacturing at the end of the month. Unused retai
are not carried forward

Litteral & Finkel is a large international law firm that practices in all areas of the law. The
firm has offices in a number of cities including:

= San Jose, CA = Geneva, Switzerland
= Los Angeles, CA = George Town, Grand Cayman
= New York, NY = Sydney, Australia

= Chicago, IL = Perth, Australia

= Allanta, GA = Dublin, Ireland

= Detroit, MI = Tokyo, Japan

= Washington, D.C. = Seoul, South Korea

= Cleveland, OH = Kuwait, Kuwait

= Mexico City, Mexico = Doha, Qatar

= London, United Kingdom = Moscow, Russia

* Paris, France

Litteral & Finkel has provided Riordan Manufacturing with legal services in the areas of
taxlaw, real estate transactions, employment law, immigration matters, civil itigation,
workers compensation, labor law, and customs regulations. With its vast resources,
Litteral & Finkel can immedately provide a team of attomeys, paralegals and clerks to
any legal issue that confronts Riordan Manufacturing. With its international network,
can send attomeys from ts closest offices and within a few hours be on the scene to
provide legal advice anywhere in the world.
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MEMORANDUM

To:  Charies Wiiamson, Dale Edge, Lowell Bradford, Cyde Cousins, Maria Trinh, Robert
Lora

From: Hugh McCauley

Re:  China Relocation

‘Confidential

Ourinital decision o locate our China operations in Hangzhou was driven largely by th fact
that our Chinese pariners aiready had faciltes there and the ciy's proximiy to the Qiantang
River. We thought that the rver access which led on to Hangzhou Bay would be suffcent to
handie our shipping needs.

As the production volume from the China plant has increased, we are seeing that signficant
Savings can be had by utiizing container Shipping companes such s the China Shipping
Container Lines, a branch of the China Shipping (Group) Company. Most ofthe container
Shipping companes utiize ports in Hong Kong and Shanghai.

‘Wrile the Shanghai port s only 180 Klometers away ffom our current location, we are incurting
‘additional logistcal steps n shipping out of Shangha.

+ Curently, our products are trucked to 2 port on the Qiantang River and loaded info
Shipping éontainers, The containers are then loaded onto barges that make their way to
the Shanghal port. The barges dock in Shanghai where the containers are officaded
and trucked to ancther area of the port where they are loaded onto o the ships that will
take them to their fnal destinations.

+ Atematively, we could ransport the proucts by truck o the port at Shanghal where
‘they would be loaded into containers and then directly onio the ships that will be faking
them to their inaldestinations. However,the rucking companies, knowing tht they are.
being used as an altemaive to the local Shipping companies to move the same products
tothe Shanghai ports, generally charge ust as much as fhe shipping companies for the.
same volume of goods.

We believe that the relocation ofthe China operations {0 th city of Shanghai wil resultin
Significant cost savings, will provide our operations with a more substaniial rban infrastructure
and il put s into a better poston to market and ship our Chinese products throughout Asia
and Europe.

Ghina Relocation Memo
Page2

We have incorporated a move of the China operations to Shanghai within the next ive years.
into the strategic planning of Riordan Manufaciuring and Riordan Indusiries. Please begin
Grafling strategic pans for now such  move wil impact your areas of responsiiity and how
your areas wil faciitate the refocation
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Corporate Governance Policies

The Riordan Manufacturing Board of Directors carries the responsibility of overall management of business affairs of the
Company in accordance with state corporation requirements, the Articles of Incorporation, and its By-Laws. The
encompassing role of the board is to gover and manage the affairs of the Company for the benefit of shareholders. The
Board endeavors to faithfully fulfl ts obligations through oversight of quality management personnel who carry out the
daily activities on behalf of the Board of Directors of Riordan.

Top
Selection of Board

1. Criteria for Board Membership
The Board shall maintain a Nominating Committee with responsibilty to review the skills and characteristics of the
members of the Board. Those attibutes sought n retaining and adding members of the Board willinclude industry
knowledge, financial literacy, availabiliy to participate, and commitment to actin the capacity of a Board member of
Riordan

2. Director Independence
The Company shall engage a majority of Board members independent of current management of Riordan, as
stipulated through standards set out by regulation. The Nominating Committee wil review the relationship of each
Director to the company on a regular basis.

3. The Board will have the responsibility to select new members to its body. The Board, under the supervision of the
Nominating Committee, will be responsible to recommend new members. New Board members will be provided with
information concerning the Company and be given access to senior management in an effort to orient them to their
new position on the Board

Top
Board Leadership Roles

1. Selection of Board Chairman and CEO
The Board may designate as its Chief Executive Officer any current officer of the Company. The Chairman of the
Board of Directors may be designated from any current seated member of the Board, including the Chief Executive
Officer, if also a member of the Board of Directors.

B
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Board Composition and Performance Criteria

1. Size of Board
The size of the Board shall be no larger than necessary to manage the operations of the Company. The Board shall,
from time to time, assess the number of Directors and overall size in relationship to Company operations and size.

2. Assessing Board Performance
The Nominating Committee shall assist the Board in carrying out a seff-assessment of performance. The Nominating
Comittee, along with the Auditing Committee, shall compile performance reviews to present to the full Board for the
purpose of evaluating overall performance and effectiveness of Board activites.

3. Resignation or Removal
A Director may, for personal or other reasons, such as a conflict of interest, submit his or her resignation to the
Chairman of the Board. The full Board may accept or reject the tendered resignation based on the best interests of the
Company. For just cause, the Board, assisted by the Nominating Committee, may request and/or vote on an approved
request for removal of a Board member

4. Board Compensation
Company Human Resources staf wil provide an annual review of Corporate Board compensation. The report will
provide the basis for proposed compensation of Board members, based on the recommendation of the Chairman of
the Board.

Too
Board Meeting Etiquette and Proceedings

1. Board Member Attendance
All Board members are expected to be present at a minimum of three quarters of the regularly scheduled meetings in
a calendar year. Absences should be reported to the Board Secretary in advance, when possible, to allow the Board
to disseminate Board business to the absentee member

2. Selection of Agenda tems
The Chairman of the Board will establish the agenda, based on advance submission of requested items from other
Board members or the Chief Executive Officer of the Company.

3. Distribution of Board Materials
Information pertaining to the agenda items for the upcoming Board meeting wil be distributed to Board members,
when feasible, three days prior to the Board meeting date. All reports, financial o otherwise, and any presentations
should be included in the Board Meeting Package and distributed on behalf of the Board Secretary.

Top
Committee Matters and Membership

1. Comittees will be established to support overall Board operations. A minimum of the following committees will be
established and maintained during the ife of the Company: Executive, Auditing, and Nominating. Other committees
may be created by recommendation of the Chairman of the Board and approval by the full Board.

2. Committee Membership
All committee members will be appointed by the Chairman of the Board with approval of the full Board. The
Nominating Committee shall solicit membership from the full Board, based on desired participation of individual Board
members.

3. Committee Meeting Frequency and Participation
Frequency of committee meetings, length, and agenda will be the responsibilty of the Committee Chairman, as
elected by the seated Committee membership. Committee members are expected to participate in committee:

meetings as often as possible. The Committee Chairman is responsible for distributing materials to committee
members prior to the meeting date and reporting comittee findings and recommendations to the full Company Board
through the Chairman of the Board.




image8.png
™y

\ Riordan
Manufacturing

MEMORANDUM

To:  Maria Trinh
From: Hugh McCauley

Dote: September 10, 2003

fle:  IT Speial Project

G Michael Riordan; Dale Edgel

A8 we have discussed, over fime our use of technology to supportcortinuing business
‘operations and our plans for growing the business has been haphazard at best.

Therefore, | have included $150,000 in your Y04 operating budget fo fund a project that ill
include, bit not b limited to

+ Document curent environment
« Forecast of business technology needs forthe next 5 years
* Resommendations on systems integration, acquisitions and consolidations

Please prepare a RFP for my review that wil, at @ minimum, accompiish the above.
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Board Responsibility to Operations and Financial Activities

The Board of Directors designates its authority to operate the Company to senior management and Company staff, pass
1o them the responsibilty to carry out Board policies and report back activity. The Board of Directors holds the ultimate
fiduciary responsibility of managing affairs through its designated senior managers, with the right to remove senior
management when it in the best interests of the Company and its shareholders. The daily activity of operations shall by
govemed by departments through the development of a Departmental Govemance Plan.

Too
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MEMORANDUM

To:  Charies Wiiamson, Dale Edge, Lowell Bradford, Cyde Cousins, Maria Trinh, Robert
Lora

From: Hugh McCauley

Re:  China Relocation

‘Confidential

Ourinital decision o locate our China operations in Hangzhou was driven largely by th fact
that our Chinese pariners aiready had faciltes there and the ciy's proximiy to the Qiantang
River. We thought that the rver access which led on to Hangzhou Bay would be suffcent to
handie our shipping needs.

As the production volume from the China plant has increased, we are seeing that signficant
Savings can be had by utiizing container Shipping companes such s the China Shipping
Container Lines, a branch of the China Shipping (Group) Company. Most ofthe container
Shipping companes utiize ports in Hong Kong and Shanghai.

‘Wrile the Shanghai port s only 180 Klometers away ffom our current location, we are incurting
‘additional logistcal steps n shipping out of Shangha.

+ Curently, our products are trucked to 2 port on the Qiantang River and loaded info
Shipping éontainers, The containers are then loaded onto barges that make their way to
the Shanghal port. The barges dock in Shanghai where the containers are officaded
and trucked to ancther area of the port where they are loaded onto o the ships that will
take them to their fnal destinations.

+ Atematively, we could ransport the proucts by truck o the port at Shanghal where
‘they would be loaded into containers and then directly onio the ships that will be faking
them to their inaldestinations. However,the rucking companies, knowing tht they are.
being used as an altemaive to the local Shipping companies to move the same products
tothe Shanghai ports, generally charge ust as much as fhe shipping companies for the.
same volume of goods.

We believe that the relocation ofthe China operations {0 th city of Shanghai wil resultin
Significant cost savings, will provide our operations with a more substaniial rban infrastructure
and il put s into a better poston to market and ship our Chinese products throughout Asia
and Europe.

Ghina Relocation Memo
Page2

We have incorporated a move of the China operations to Shanghai within the next ive years.
into the strategic planning of Riordan Manufaciuring and Riordan Indusiries. Please begin
Grafling strategic pans for now such  move wil impact your areas of responsiiity and how
your areas wil faciitate the relocation
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Riordan Manufacturing, Inc., a subsidiary of Riordan Industries
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Riordan Industries

Riordan Manufacturings parent company, Riordan Industries, Inc.,is a Fortune 1000
enterprise. The financial statements of Riordan Industries, Inc. are presented here for
informational purposes only. These statements should not be relied upon for investment
decisions. For investment information, please contact your broker and review the
company prospectus.
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Riordan Industries Balance Sheet
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Riordan Industries

Download Historic Income Statement Data
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Riordan Manufacturing i a global plastics manufacturer with projected annual
eamings of 345 milion. The company is wholly owned by Riordan Industries
Riordan Industries is  Fortune 1000 enterprise with revenues in excess of $1
billon. Riordan Manufacturing is an industry leader in the field of plasic injection
molding creating innovative piastic designs that have eamed international
acclaim. Riordan Manufacturing uses state-of-the art design capabilies i its
processes to facilate extreme precision and enthusiastic qualty control. Riordan
Manufacturing’s products include plastic bottis, fans in al sizes, heart valves,
medical stents, and cusiom plastic parls. The firn's major customers and
markets include; automotive parts manufacturers, aircraft manufacturers,
beverage makers and bottlers, appliance manufacturers, health care, and the
Depariment of Defense. The firn has operations in Georgia, Michigan, Califoria,
and a joint venture in China and employs over 300 employees pius 250
employees n is joint venture in China. The fir's products include plastic
beverage containers produced at its plant in Albany, Georgia, custom plastic
parts produced at is plant in Pontiac, Michigan, and plastic fan parts produced at
is facilfies in Hangzhou, China. Research and development is done at the
corporate headauarters in San Jose.

Economic Overview
“The markets for plastic bottes, fans, and custom plastic parts are affected by
changing economic conditions. AS a result it s the impact of the economy on
Riordan Manufacturing’s major customers and markets that must be analyzed in
order to determine how the future direction of the economy will affect Riordan
Manufacturing. Automolive parts manufacturers, aircraft manufacturers, and
appliance manufacturers are all impacted by the strength of the overall economy,
and appliance manufacurers are also affected by the strength of the housing
market Beverage makers and bottlers are impacted by changes in demand for
the drink products that are contained in the botties they produce, but overall
demand for drink products i only marginally affected by the overall economy_ In
general, it can be assumed that a strong economy wil support continued sales of
the products produced by beverage makers and bottlers, but the competitive
business decisions made by Riordan Manufacturing’s customers are significant.

“The demand for heart valves, medical stents, and health care services in general
is primariy affected by demographic trends and the availabilty of health
insurance. The question related to health insurance is 100 uncertain to analyze
here. The demographic question is easier to address. The baby boomer group.
includes more than one-fourth of the population i the United States, and as it
ages, tis natural to assume that the demand for health care senvices, including
heart vaives, medical stents, vill increase as this demographic cohort ages.

“The Department of Defense s another customer whose demand is largely
unaffected by changing economic conditions. The abilty of the Depariment of
Defense to et ts current and anticipated obligations is affected by funding and
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appropriations. The Congressional Budget Offce's March 2005 Baseline for
Discretionary Spending for Defense indicates $422 bilion in 2005 and $432 in
2006 following $48 billon in 2004 (figure impacted by the ongoing wars). These
figures indicate continued strong levels of discretionary spending for defense.

Given the above, itis important to consider future economic condtions wihen
planning for the next two years for the demand by appliance manufacturers,
automolive parts manufacturers, aircraft manufacturers, and to a lesser extent
beverage makers and botlers. The focus here vill be on real GDP growih,
infiation, abor cost, and the value of the dollar, nterest rates, and transportation
and shipping costs ({uel prices). More detailed discussion related o the
applance, automolive parts, and aircraft markets vill also be presented below.

Real Gross Domestic Product (GDO) Growth
‘The United States economy has shown some vieakness during the first haif of
2005. This weaker grovith has led to a sight decrease in estimates for economic.
growih in 2005 and 2006. One reason for this relative weakness in the economy
is the large and persistent trade defic, a factor that continues to reduce
estimates for economic growth The high level of ol pices is another important
contributor o weaker than expected economic growth early this year. Consumers
are adjusting to the realfy that oilprices wil remain high rather than being a
temporary event, and even if oi prices fall the decrease wil be small. Another
problem confronting the economy is the weak labor market. One last factor ias
the end of accelerated depression. On the posilive side, consumer demand
continued to be strong, and capital spending has been stronger than expected.

An important contributor to economic grovith starting in 2001 has been very
stimulative fiscal and monetary policies. We should expect slower increases in
govemment spending, and possible tax increases in 2006 in order {o reduce the
govemment budget deficit fom excessively high levels. At the same time, the
Federal Reserve has been raising is target for the Federal Funds rate. This
should continue throughout at this year. These policies shouid tend to reduce
economic arowth in the near future. The greatest immediate uncertainty is the
impact of hese policies on long-term interest rates. Long-term interest rates are:
more impacted by the bond market than Federal Reserve policy.

To summarize, the economy will continue to demonstrate siower but stil a good
fevel of economic growth. Consumer spending wil moderate, capital spending
should continue show relative sirength, the housing market wil slow only to
strong rather than the very sirong levels we see today. Lower o prices wil tend
to support economic grovith. A stabilizing factor for consumer spending will be
the large increase in the net worth of households we have seen due to the strong
housing market. Offsetting these positive trends wil continue to be the sizeable
trade deficit, sightly higher interest rates, and high levels of household debt
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Percent Change-Gross Domestic Product (GDP) 00 2005 2008
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“The Value of the Dollar
“The farge trade deficit will lead to further declines in the trade weighted value of
the dolar. This decline will lead o the dollar/euro exchange rate continuing o
equal about 1.25 dollar to the Euro. Uncertainty due to the rejections of the
consitution for European Union willead to a short-term increase in the value of
the dollar relative to the Euro, butthis trend vl not persist due to the trade
deficit. The dollar should also lose value relative to the yen. It is expected that
China will not maintain its currency peg with the dolar and as a result the value
of the dollar wil decline relative to China's currency, but this dechine vl not be
significant_ It is expected that foreign exporters, including those from China, will
be vl to accept lower profis rather than raising prices and risking losing market
share. tis the persistently large trade deficit caused by the combination of the
relatively strong economy in the United States, the relatively weak economies of
the majority of our trading pariners, and continued strong consumer spending in
the United States, that willutimately lead to a weaker dollar.

Real Trade-Weighted Valus of the U.S. Dollar Sroad Index 2004 2005 2005
Nationsl Associson for Businass Economis ~ ey 2005 993 %60 042
RSQE Forscasts - May 2005 1 s w2 w3
Note:

¥ Based on the sctusl vaiue in 2008 snd frecastad parcent changes.

Inflation Rate
High ol prices, and to a lesser extent the weaker dollar, are contributing to raised
expectations for nfiation. An expected decrease in the rate of increase in labor
productivit is another factor that it contributing to higher inflation expectations.
On the other hand, there are factors that are contributing to lower inflation
expectations. These include the fact that while it s expected that the rate of
increase in labor productivity wil decine, productivity gains are stl relatively
good or at least on trend. Other imporiant factors are the relatively weak labor
market (wage gains should be small but on an increasing trend), the expectation
that Federal Reserve policies villrestrain infltion, strong competiton in the retail
market, and strong intemational economic compefition. These factors ll balance
to forecasts for the infltion rate continuing {o be less than 3.00%.
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Percent Change-Consumer Price Index (CPI) w0 2005 2008
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Labor Costs

Labor costs are expected to increase during the course of the next two years.
Continued economic growth will lead to higher payrolis and begin to exert greater
upward pressure on wages. In addiion, decreases in productvity growih o levels
more consistent with long-term trends will lead {o increases in labor costs per unit
of output. Another important factor is the continued fact that the costs of
providing benefits, especally health benefis, wil continue to increase at an
above average rale.

Unemployment Rate o0 205 200
‘Congrassions! Budgat Offcs — January 2005 ssow 520w 520
Morlgage Bankers Assocition - May 2005 sso%  s2%  NA
National Associson for Business Economics —Ney 2005 550%  520%  510%
RSQE Forscasts - May 2005 ssow 520w 500
Percent Change-Employment Cost Index 004 05 2008
‘Gongrassions! Budgat Offcs — January 2005 270%  srow 330
Percent Change-Private Nonfarm CompensationfHour 2004 2005 2005
Natonsl Assocision for Business Economios ey 2005 450%  420%  4.40%

Interest Rates
‘The Federal Reserve is expected {o raise the Federal Funds rate through the

balance of this year. This vil allow the Federal Reserve to raise short-{erm rates
104 level that is considered "neutral” and wil allow the Federal Reserve {0 have
the flexibity needed to act if the economy weakens unexpectedly. This will
contribute o restraining inflation in the face of continued economic growth and
increases n inflation expectations due to high ol prices. The effect ofthis will be
higher short-term lending rates.

Long-term interest rates should aiso increase but at a slower rate. The reason for
this is_continued relatvely low infation expectations discussed above. The
biggest contributor to the low interest rates the economy has experienced
recently has been relatively low inflation expectations. The reasons for this
include the stil relatively poor labor markel, wage increases less than the




image14.png
inflation rate contributing to the expectation that aggregate demand will suffer in
the future, domestic and foreign competition restraining price increases, and the
belief that the Federal Reserve will act to control the inflation rate. The effect of
the higher short-term interest rates identified above s slightly reduced rates of
economic growth, a factor that vil tend to reduce increases i long-term inferest
rates. Another mportant factor s continued demand for long-term U.S. Treasury.
bonds by foreign central banks and other foreign investors, an activity supported
by the dollars received by foreign firns due to the large U.S. trade deficit
discussed above. The impact of this is lower long-ferm interest rates. The,
reliance on foreign investors to support increased borowing by the US
government and American consumers and firms may not be Sustainable raising
the risk that long-term interest rates may increase. This suggests that financing
to expand operations, replace equipment, or other purposes, should be secured
‘So0ner rather than later.

Fedsral Funds Rate o0 205 200e
Mortgage Bankers Associaion ~May 2005 1 0% N
Natonal Assocision for Business Economios —Ney 2005 138%  320%  400%
3 Month Treasury Bil Rate o0 205 2008
‘Gongrassions! Budgt Offcs — January 2005 reo% s 400
RSQE Forscasts —May 2005 reow 1% 3a0%
10— Year Treasury Rate Yield o0 05 200
‘Congrassions! Budgat Offcs — January 2005 R T N
Mortgage Bankers Association ~May 2005 sz esm sa0%
Natonal Assocision for Business Economios —Ney 2005 427%  458%  520%
RSQE Forscasts —May 2005 sz aom saow
Fuel Prices

Ol prices at level above $50 per barrel as they are now are much higher than
they were at this time last year. However, despite the significant increases in
demand wie have seen from China and India, t s expected that slower viorld
wige economic growth and increases in supply should lead to prices below $45
per bartel by next year.

As reported in the May, 2005, NABE Outiook, a National Association for
Business Economics panef's average response to a request for a forecast of the
price of West Texas Intermediate oil (WTI) at the end of calendar year 2005 was.
46,17 per barrel This compares to prices that are currenty in the range of $50
10555 per barrel. RSQE Forecasts reported in their report, The U.S. Economic

Outiook for 2005-2006, Execuive Summary- May 200, the expectation that the
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average price per barrel will fall to $47 per barrel by year-end 2005 and $38 per
barrel by year-end 2006.

Jet Ful Prices (FY 20045) o0 2005 2008

Fecaral Avistion Acmiistrstion w7 s i

Appliance Manufacturers
Sales of appliances are influenced to a great extent by the strength of the
housing market. People tend to purchase new household appliances when they.
purchase a new or existing home. Given this, it is important to evaluate the
housing market and its future strength. The strength of the housing market during
recent years has been fueled by low inferest rates. Other factors include the.
relatively strong economy, increasing home prices, uncertainty related to the
financial markets since the stock market bubble burst in 2000, and moves fo
perceived secure asses after 9/11. The future strength of the housing market wil
also be affected by changes in these factors. Since relatively low interest rates
have been the greatest contibutor {0 the strength of the housing market, the
future strength of the housing market vill als0 be affected by changes in interest
rates in the future.

20 Year Fixed Rate Mortgage o0 2005 2008
Morlgage Bankers Associaion ~May 2005 sao%  soow s
National Aszosition of Homebuilders - Wiy 2005 sao%  seow  seo
RSQE Forscasts ~May 2005 sao%  siow  sao

AS of June 3, 2005 the 10-Year Treasury rate Yield equaled approximately 3.95
percent, the 30-Year Fixed Rate Mortgage rate equaled 565 percent, and the.
15-Year Fixed Rate Morigage rate equaled 5.25 percent. Given the above
forecasts, and conditions that should tend to fmit further increases in the infiation
rate, | expect only marginal increases in the 15 and 30-Year mortgage rates
betveen now and the end of this fiscal year, and only 75 to 1.0 percentage
point increases in morlgage rates by he end of Fiscal Year 2006. This implies
continued strength in the housing market

Housing Starts (Thousands) o0 2005 2008
Morlgage Bankers Association - May 2005 1oz e 170
National Aszosition of Home Buiders — ey 2005 ez s 1m0
Nationsl Associson for Business Economios - ey 2005 1052 2000 1800
RSQE Forscasts - Wiy 2005 o2 2007 1ses

‘These forecasts, when compared to historical data, indicate the expectation that
the national housing market vill continue 10 be relatively strong. It is fikely that
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there will be real estate markets that vill experience weakness due 1o the
potential for corrections or declines in home prices. If this occurs, this willargely.
be confined to markets on the wiest coast, Florida, and some markets in the New.
Engiand area. It is suggested that these local markets be monitored in order to
plan sales and marketing efforis. Overall, it the data and forecasts related to
long-term interest rates and morigage rates, and housing starts, is positive in the
near term suggesting that the demand for appiiances will confinue to be strong.

Automotive Parts Manufacturers
Sales of automotive paris are greatly affected by light vehicle sales, a variable
that is greaty affected by changes in real GDP. Projections are for itle change in
sales of light vehicles. The reason for this s the expectation that economic
growih measured by changes in real GDP should be moderate, and interest rates
are expected to continue to be relatively low. These conditions are good for
consumer spending on all items, including automobiles and other lght vehicies
“The important risk to monitor i a decrease in domestic automobile production
due to weak sales.

Light Venicte Sales (Millons of Units) 000 2005 2008
Nationsl Associson for Businass Economis ~ey 2005 165 187 185
RSQE Forscasts - iay 2005 ]

Aircraft Manufacturers
‘The details presented above relate to overall economic conditions and interest
ates Supports continued purchases of new aircraf by airiners and other
businesses. The economy vl confinue {o demonsirate relatively siow if not
‘spectacular economic growth. Consumer spending will moderate, but the trend
continues to be positive. The inflation rate will be less than 3.00%, low enough to
not pressure consumers 00 much to imit airine travel. Short and long-term
interest rates are both expected to increase only moderately. This suggests that
financing the acquisition and consruction of aircraft will continue to be feasible.
Finally, relatively high fuel prices vl continue to encourage the purchasing of
new aircraft to promote fuel effiiency and reduce costs. This indicates continued
strong demand for Riordan Manufaciuring’s products by aircraft manufacturers
‘The following forecasts by the Federal Aviation Administration support these
trends.

Passenger Jet Aireraft - Total Jets o0 205 200e
Fedarsl Avision Acmiisrstion sl arm s
Cargo Jet Aireraft o0 05 200

Fedarsl Avistion Acmiisrstion s we  1om
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Summary

“The data presented to this point indicates positive economic conditions for
Riordan Manufacturing and opportunities to leverage relatively low interest rates
into new investments {0 enter new markets and increase productvity. Economic
growth is expected to be steady, although at a lower rate than 2004 level of
4.40% growth in real GDP. The inflation rate may decline, and interest rates vl
increase moderately. Ol prices are expected to fall, and s a resul, reduce
transportation and shipping costs. The value of the dollar willdechine, marginally
improving export opportunities. If China removes its pracice of pegging its
currency to the dollar then sales by the China joint venture may deciine a e but
not significantly. The labor market should strengthen and this vl resul in larger
payrols nationally and higher 1abor costs for Riordan Manufacturing, but also vl
support consumer spending. The appliance and aircraft markets are expected o
continue to be strong. Projections for sales of automobiles suggest consistent
sales of automotive parts, but Riordan Manufacturing should expect pressure
from domestic automakers to cut costs. Continued sizeable increases in the
costs of providing employee benefts are highly fikely to continue. Despite this
particular issue related to costs, the stable economy described in the forecast
presented above should provide for the basis 1o at least meet the firm's sales.
goals

Sources for reputable forecasts include:

1. Mortgage Bankers Association of America includes mortgage finance
information and economic forecasts. THis is a resource for information
felated to residential finance, commercial and multfamily finance including
industry surveys and stafistics, state and local Morigage Bankers
Association initatives, and conferences. Morigage and market data
including interest rate data, reports on housing activiy, special reports are
als0 avallable. The address i: http:/fwvivi mbaa.org/

2. National Association of Homebuilders Resources here includes
economic and housing_data including economic forecasts.  Additional
information include details about NAHB, Home Buiders Institute, NAHB
Research Center. National Housing Endowment, publications, news, and
resources related to land development and housing. The website address
is: htipJvnahb,comy

3. See the Congressional Budget Office for current budget and economic.
forecasts_ publications, and other budget and economics information. The
website address s: hiip./vw.cho.qovl

4. RSQE Forecasts is another source for economic forecasts and other
economics information. RSQE Forecasts is published by Research Seminar
in Quantiative Economics, University of Michigan. The website address is
hitp:irsoe econ.sa.umich edu

5. National Association for Business Economics (NABE) is an excellent
fesource for professional economics. Membership in NABE is required o
view forecasts and ofher resources. The viebsite address is
hitp:fwvnw. nabe.com/




image18.png
6. Federal Aviation Administration is an excellent source for economic
forecasts, and forecasts and actual data related o the aviation industry. The
website address is: htp /v faa gov
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MEMORANDUM

To:  Charies Wiiamson, Dale Edge, Lowell Bradford, Cyde Cousins, Maria Trinh, Robert
Lora

From: Hugh McCauley

Re:  China Relocation

‘Confidential

Ourinital decision o locate our China operations in Hangzhou was driven largely by th fact
that our Chinese pariners aiready had faciltes there and the ciy's proximiy to the Qiantang
River. We thought that the rver access which led on to Hangzhou Bay would be suffcent to
handie our shipping needs.

As the production volume from the China plant has increased, we are seeing that signficant
Savings can be had by utiizing container Shipping companes such s the China Shipping
Container Lines, a branch of the China Shipping (Group) Company. Most ofthe container
Shipping companes utiize ports in Hong Kong and Shanghai.

‘Wrile the Shanghai port s only 180 Klometers away ffom our current location, we are incurting
‘additional logistcal steps n shipping out of Shangha.

+ Curently, our products are trucked to 2 port on the Qiantang River and loaded info
Shipping éontainers, The containers are then loaded onto barges that make their way to
the Shanghal port. The barges dock in Shanghai where the containers are officaded
and trucked to ancther area of the port where they are loaded onto o the ships that will
take them to their fnal destinations.

+ Atematively, we could ransport the proucts by truck o the port at Shanghal where
‘they would be loaded into containers and then directly onio the ships that will be faking
them to their inaldestinations. However,the rucking companies, knowing tht they are.
being used as an altemaive to the local Shipping companies to move the same products
tothe Shanghai ports, generally charge ust as much as fhe shipping companies for the.
same volume of goods.

We believe that the relocation ofthe China operations {0 th city of Shanghai wil resultin
Significant cost savings, will provide our operations with a more substaniial rban infrastructure
and il put s into a better poston to market and ship our Chinese products throughout Asia
and Europe.

Ghina Relocation Memo
Page2

We have incorporated a move of the China operations to Shanghai within the next ive years.
into the strategic planning of Riordan Manufaciuring and Riordan Indusiries. Please begin
Grafling strategic pans for now such  move wil impact your areas of responsiiity and how
your areas wil faciitate the refocation
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Love been 1eoking ot our ficat quarter numbers, ng the Goneral &
Aowinistrative Tine iten |3 signiicantly up from. First quarter
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ThE Machining & Systens 1ind came in Just over budget so
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Donald Bryson, Di. OF Accounting & Finance/Controller
Riordan Nanufacturing, Inc., a subsidiary of Riordan Industries
P: 40B.555.0163 F: 408.555.0166
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Yvonne chillan, Dir. OF Human Resources

Riordan Manufacturing, Inc., a subsidiary of Riordan Industries

: 40B.555.0162 F: 408.555.0166
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Donald Bryson, Dir. Of Accounting & Finance/ Controller
Riordan Manufacturing, Inc., a subsidiary of Riordan Industries
P: 408.555.0163 F: 408.555.0166
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Dale Edgel, Chief Financial Officer
Riordan Manufacturing, Inc., a subsidiary of Riordan Industries
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Product Inventory

Download Microsoft Excel™ Spreadsheet

Item Number Description Price Qty. on Hand 913012005 Extension
1010001 | Gonling Fan 120mm. s1000 0 200000
1010002 | Gonling Fan 250mm. s2s 20 9000000
1010003 | Gooling Fan 80mm 5750 0 5400000
1010004 | Gonling Fan 140mm. 600 0 2830000
1010005 | Gooling Fan c2mm 50 20 830000
1010008 | Gonling Fan 380mm. %0 0 s1s00000
1020001 | Desk Fan 100mm s1000 0 200000
1020002 | Desk Fan t80mm s13%0 0 se350000
1020003 | Desk Fan 300mm s1500 0 $10800000
1020004 | Desk Fan 400mm 2% 0 9000000
1030001 | personal Fan 25mm. ;800 0 32000
1040001 | Window Fan 5000 0 stao000
2010001 | Coronary Stent sie555 £ 343200
2020001 | Ureterat stent. 2000 £ 27800
2030001 | prostac Stent- susst w0 ssatse0
2040001 | Vasoutar St sz £ w7200
3010001 | Opaque Botlewl embessed logo (Cusom) 1202 085 0 ses000
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Marketing Information System

“The firm is attempting to consolidate customer information to deliver better value to the  Profit and Loss Statements by item and Group
customer. The fim has historical records in many disparate databases, as well as in
paper files and microfiche. Below is a lsting of information the firm has available to
consolidate into a CRM system.

The marketing department, with the support of the finance and
production departments, maintains profit and loss statements, by
item and by group.

Historical Sales Marketing Budget

jordan has a system to track
paper and pencil. In the last few years, the firm has managed the information
electronically. Information available includes the following:

forical sales. In the past, most sales data was recorded ¢ e hictorical and current annual budget allocafions for

marketing communications and marketing research

Marketing Communications activities include:

= Dates including order, delivery, and payment dates by order.

= Unit and dollar volume of each product including plastic bottles, fans, heart valves, = Sales force promotions.
medical stents, and custom plastic parts rolled up o be examined by product group = Price / volume discounts to ke accounts
and customer. = Public relations

= Sales by customer to include price paid, cost, margin, and discount given = Brand development

= Tradeshows, events, and sponsors!
= Customer user group underwriting
= Literature and other collateral material

Files of Past Marketing Research, Marketing Plans, and Design Awards

The marketing organization wants to build on past knowledge. As a result, past
marketing plans and results from past market research studies are stored in a file
cabinet in the marketing department The firm has a showcase in the lobby to display the = Market size / opportunity studies

Marketing Research expenditures include:

various design awards eamed. The fimis assessing the possibilty of hiing a parttime = Customer focus groups

college student to scan the documents electronically. = Brand development research

Sales Database Marketing Budget Anticipated Results

The company has 15 - 20 major customers, including a govemment contractfor fans.  Two year plan to reach the $50 million revenue mark. This objective
The firm has 12 minor customers. Each member of the sales force maintains hisher  was developed collaboratively with Dr. Riordan along vith the

own set of customer records using a variety of tools. Some sales team members use  executive team. Itincorporates the input of the fine managers.
paper and pencil, others sales management software such as Act, and others a hybrid.  closest fo the day-to-day operations. The objective will be achieved
In order to better understand and anticipate customer needs, the firmis evaluatinga  through

new integrated customer management system to accompany the new team selling

poroach tat willbe soon rolled aut = Increased sales to existing customers by increasing sales.

force promotions, price discounts, and customer user group

services.
Production Records = Expanded sales to new customers by implementing public
The production plan maintains records of the number of uits produced of each item by relations activites, trade shows, brand development and sales

which can be rolled up to the product group and year. force promotions.
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Sales Plan - Riordan Manufacturing - 2006

The purpose of this sales plan is to help the sales organization prioritize activiies and
resources for 2006 in an effort to meet or exceed the stated sales objectives. Our two
year plan to reach the $50 million revenue mark. This objective was developed
collaboratively with Dr. Riordan along with the executive team. It incorporates the input
of the fine managers closest to the day-to-day operations. This means we need to be

moving toward that objective this year, laying the groundwork and achieving results

The $50 million goal will be achieved through:

= Increased sales to existing customers by increasing sales force promotions, price
discounts, and customer user group services.

= Expanded sales to new customers by implementing public relations activties, trade
shows, brand development and sales force promoti

Riordan Manufacturing- Sales Plan 2006
Theme: Reaching the $50 Million Mark!

= Expanded Sales to New Customers

Part 1: Strategic sales objectives with corresponding financial goals and
roll-out schedules

Increased Sales to Existing Customers

Existing customers are expected to account for 60% of the incremental sales that will gt
us to our $50 millon mark by the end of 2007. Therefore, we must take a consultative
sales approach to understanding the current needs and anticipate and influence the
future needs of our customers. Our plan is to work with customers before they release
RFPs, 50 that they are developed around the products, services, and solutions we offer

Quarter Activity

+ Compiete customes nformaton systm g
. Inpuusiomer fomaton i e systam and us o documant customer esds.

1920981 . Top 20 Large Accouns - complete needs assessmn and develop sl growh lan.
+ Sponsor and coordnatendusiy speoi Uergroupmestngs.

+ 12 Small o W4-5z2 Accouns- compite s assessment and develop sl growh ln.
20005 | * Large Acourts - RFP updates.
+ A8 3ccounts - Prot margin reors and improvementpans.

+ Smalland Nd-Sza Acoouns - RFP updtes.
30008 |1 Aciv supportof e new senioe sluons development.

Part 2: Tactics by marketing mix, timing, and
relationship to strategic sales objectives

Product

Marketing and product development are committed to developing
products and value added services to help us compete to win bids
I you find that you need a specific service or product to gain a new
customer, bring itto the attention of your management. We will
assess whether the new service is feasible and in line with our
positioning and objectives and act accordingly.

Pricing

Our pricing strategy will remain the same as in previous years, a
cost-plus method. However, sales managers now have more
leverage when working with customers and can assign discounts to
customers without approval of headquarters provided the sale stil
meets the minimum profit margins.

Promotions

Sales Team Promotions:
Employees reporting under the sales group are el
bonus program if all goals and initiatives for existing customers are
successfully completed in the given quarter. For every new
customer added that spends $100,000 in their first order, the sales
manager will receive a $5000 bonus, plus an additional $2000 to
allocate to any supporting team members. There is no upper imit to
the number of $7000 (S5000 + $2000) incentives that one can

obt

Customer Promotions:
Customers will be excited about our promotion to buy 100 cases of
the same item and get 5 cases for free. We encourage youto use
this promotion, as itis outside of the minimum profit margin
requirement and can help us reach our revenue targets.

Place (expansion, emphasis on locations or customer regions)

We are in the process of completing a comprehensive market study
which will be available early 202006. Based upon that plan, we will
have better direction regarding with industries, segments, and
geographies provide the best opportunities for growth

Part 3: Customer Relationship Management Strategies

This year, we want to strengthen our relationship with our existing
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4q2000 | Customer needs acton plans due.

Increased Sales to Existing Customers

We expect 40% of the incremental sales to help us to our $50 million mark will be
through sales to new customers. We will reach new customers by attending tradeshows
and leveraging market research reports. It is important to input all new information into
the new system.

Quarter Activity

= Eachsalesteam amiber shod atiend 8 radeshons n 2 new industy o segment.Thefim.
Jco00s Should nt have been preiusly epreserdad n he segmant. A expandiur uifcaton report
S1oukd 52 Sintedbeors commiing 5 e evem, Sea K2y Conacts i h hew Sy

= Aten 30 radechons in  naw indutyor segment. Scan ey contacts ot e syt
202006 |+ Complts0ses calls o new customers.
* Sign 2 new ustomers with st ordrs over SE0.000.

 Atens 30 radechons in 3 nw sty or szgment. Scan ey ontacts o e e syt
- ‘Compite 0 sies calls o e customers.
* Sign 2 new ustomers with st ordrs over 550,000

Atend 30 radeshons n  new industyor segment. Scan ey coniacs o th e systen.
‘Complts 0 sies calls o new customers.
* Sign 2 new ustomers with st ordrs over SE0.000.

sz

customers. The new sales information system will help us better
understand our customers’ needs so that we can shape products
and solutions to respond to those needs. This can only work with
your help. Part of your annual assessment wil reflect the extent to
which you support and use the new system

In additon, we are shaping and nurturing relationships with new
‘customers. We need every member of our team to get out there
and connect with new customer segments. We are providing
resources such as financial incentives, tradeshow funding, and
market research reports to support your effort
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Customer List - 2005

Download Microsoft Excel™ version of Customer List

state / Postal Telephone | Cust.
Name Add civ Providence | zone | COUMTY No. No.
Neander & Sons -
et ShereSieet 27 bulng Mescow e e s@memmot | 200k08
Aotnes Wedca Suppy Dby | S0 D S5 Fama 0Fead | ganpo w0 Thiand | c2eseanonn | 1007080
Ao Phamaceucas L. ot Bk oss Ml o zemsus | w0
Berano Bctonic ul aterals | No 3310, Suin Y Avenue Gumgzros | Guangoons sows o a2 | 2000025
Beredek Wholsdle Goods v Evides e 2525 | Sioluis | MA s | sl s | oo
Bore Medca DevceSupply | AveridaNossa Serhorsdas Gracas, 90 | SanPako | Disdema oea0000 | e ez | 200305
Botoriey Sy Sppty Company | 425 Tsford Wiar Rosd Mancreser Wi | ied B
oradey Bevrage Grovp, Lt | 635 Easem v, Tourto oo wwn s | wesssowe |z
Comer Creste Srage SO 2015 et oo on om0t Uniessies | tpssmore | 1003024
DavsSprngs 21w st B | T e Uniessies | wossnotes | 2002083
Drts Hanutactrg No.77, Lan 215, Gongosn R Hsicha Gty £ Tawen | ssserazmy | aooiom2
Ectling Grofihandsl Medzinische | Glenicker Weg 335 Berin Deutsctiand. 12430 Gemany 48302388 2002788
Corade
Gl Prducton Company. oo, | 18V L Vg 5. Cotrs Colorsto 0003 Unisssies | TimSssore | 1997055
Hotoway & Associaes No.341,Lane 200 GongrueRoad | Taan Gty 2 Tawen | cozziomn | 200k000
Ier Marufscringand Assembly | 270 Songdodorg incheon Yeonsugu Sou Karea amions | 2005001
Kl yihoesale Electonic 85004 Aiport Way S. Seatte A os108 United Sates | 200.5650100 | 1992001
Kou Company Buiing 210 Stidenge Road Feshan uangoong e seranasoiesn | 2005001
Kuth ol Tctnaegies 0 Hongeng Road Nactang | sangs EE raran | aooks7
Lar Wholsde osmetc Suppies | 1530 Salne St ranssscy | w0 e Uniesstes | stossmorer | 100302t
Lo Wicless Suply Co. | Vi Mascheron. 45 Gerova o ay coamoss | o013
Machuea Bl Suppes 5134 Narhu Road Shercren s o soramass | 2000037
Moksvol Faniy InvesimertTust | 1200 U Ave. A © stenn Uniedsies | sTossmotes | 2005004
Paimr Ogaric Woes 004 Brooks Rosd St PUB 1008 | Wedsor | A o2 Uniedsies | orssm0rn | 2005005
Steman ssenit 467655 102 Sveet Sute 0 onera 3 Cra Uniessies | wpssmorer | 1005001
‘it Sysems Conuling w0t seerson v Hosn | X o2 Uniessies | T13ssm0te0 | 2005008
‘Striy ice Company 8500 S US oy 27 Fonmie | FL ) Uniessies | mossnoty | 2005007
Tayer Grp 281 Merar Seet Sute 450 Newvos | WY woor2 Uniessies | 212smm0rse | 2005021
Thorn ToyEmpar, . 1501 wichel st Faperete | AR zm Uniessies | ossnorzy | 2005008
Yiaz Whoessle Supply 4300048 Nt Hamamas 10818 | PN Sy woe1s sspan samotio | 2000087





image30.png
Sales Chart - 2005

= Gross Sales

Gross Sales
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Product Catalog - 2005

Item Number Description Cost Price
1010001 ‘ooing Fan 120mm 21 s1000
1010002 ‘ocing Fan 280w s103¢ s2%
1010002 ‘ocing Fan 89mm £ 5%
1010004 ‘ocing Fan 140w st 100
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Purpose

Riordan End Project Report

To record hovr wellthe project kas performed against it stated objectives.

Contents

‘This publication contains the following topics:

Topic See Page
Project Objectives Review 2

Change Analysis

Risk Summary

Tssue Review

Value Assessment

Project Objectives Review

Objectives Achieved - Preliminary user requirements documented

Performance
Comparison

(planned versus
actual timelcost/
qual
‘measurements)

- Design specifications ransitioned to two-dimensional model
- Order of magnitude estimates provided for material, labor

costs
- Model review by user representtives
Planned Actual
Time Commitment 200 hours 300 hours
Cost SIK. $25K.
Quality High Mediuma

(based on user receptivity toward preliminary model)

Change Analysis

Change Request  Number of change requests for model =
Statisties Number of change requests cancelled for technical infeasibilt
Q%)
Number of change requests identified as crtical enhancements = 10
50%)
Number of change requests approved for implementation = § (40%)
Approved Changes - Improved fimctioning via shape mod:fications (change #
Impact Assessment 3801, 39128, 39421)

- Cost increases to incorporate leading edge materials (change#
40238, 41843, 4250)

- Time to market extended to modify production processes fo
incorporate shape and materials changes (change® 0023,
51204)
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Value Assessment

Costs/Expenses  See Actuals in Project Objectives Revierw
Benefits/Revenue  More refined valve model for assessment prior to production debut
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Overall Value  Medium (no short term revemue acerul,but potentialfo long term,
fnancal gains via superio product offering)
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RIORDAN
MANUFACTURING

Finance & Accounting

Sales & Marketing

Human Resources  Operations  Legal Information Technology Riordan Industries

Mission
Our Focus.

Six Sigma, leading edge R&D and exceeding
10 9000 standards define the attitude and
abiliies of Riordan Manufacturing

We are industry leaders in using polymer
materials to provide solutions to our customers

challenges.

ustry trends.
Our Customer Relationships

We willstrve to be a solution provider for our
customers and not be a part of our customers
challenges.

Long-term relationships will be sought by
maintaining rigorous quality controls,
innovative solutions, a responsive business
attitude and reasonable pricing

Our Employees.

We will maintain an innovative and team
oriented working environment

By assuring that our employees are well
informed and properly supported, we wil
provide a climate focused on the long term
viabilty of our company

Our Future

We must be focused in achieving and
maintaining reasonable profitability to assure
that the financial and human capital is
available for sustained growth

Riordan Manufacturing

Riordan Manufacturing is a global plastics manufacturer employing 550 people with projected annual
eamings of $46 million. The company is wholly owned by Riordan Industries, a Fortune 1000 enterprise with
revenues in excess of $1 billion.

Its products include plastic beverage containers produced at s plant in Albany, Georgia, custom plastic parts
produced at ts plantin Pontiac, Michigan, and plastic fan parts produced at its facilfies in Hangzhou, Chi
The company’s research and development is done at the corporate headquarters in San Jose. Riordan's
major customers are automotive parts manufacturers, aircraft manufacturers, the Department of Defense.
beverage makers and botlers, and appliance manufacturers

History

The company was founded by Dr. Riordan, a professor of chemistry, who had obtained several patents.
relative to processing polymers into high tensile strength plastic substrates. Sensing the commercial
applications for his patents, Dr. Riordan started Riordan Plastics, Inc. in 1991

Initilly, the company's focus was on research and development and the licensing of ts existing patents, but
in 1992 Dr. Riordan obtained venture capital which he used to purchase a fan manufacturing plant in Pontiac,
MI. Atthat time, the company’s name was changed to "Riordan Manufacturing, Inc.” In 1993, the company
expanded into the production of plastic beverage containers when it acquired a manufacturing plant in
Albany, GA.

The company’s most recent expansion took place in 2000 when it opened its operations in China. At that
time, the entire fan manufacturing operation was moved from Michigan to China and the Pontiac, MI facility
was retooled for the manufacture of custom plastic parts.
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Riordan Lessons Learned Report

Purpose
o share lessons that may be of vlue o other projects

ComentsThis publcaton continsthe fllowing topcs

Topic SecPaze

amsgement and quliy rocesses b
Abtonual events I
Techuical methods e tools p)
Project sues 3
Recommendations 3

Management and quality processes

Positives - Brainstorming sssion helped dentiy mumerous user requirements

that the technical team could evaluate for feasiblity

- Use of instant messaging for just-in-time discussions befween project
team members

- Weskly face-to-face meetings with project eam to share updates and

vent frusrations
Negatives - Inconsistent partiipation by user representtives
- Waiting until the end of extensive development priorto obtain user
Seedback
Not available - Issue tracking tool available to all tear members (al tems had to be.

Sunneled to 2 single contact for data entry into Excel)
- Sophisticated CAD tool not available at start of project (some delays

il tool installed and accessible)

Abnormal events

- Key technical contact not available for extended period (personal
leave)
- Unexpected power outage resulted in loss of some project data

al methods and tools

‘CAD tool availzble at roject start anfiquated. Further investigation revealed
that tool was no longer supported by vendor source, necessitafing a fast-track
approach o investigating and securing a more adequate alterative.
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Project Issues

) CAD tool not advanced enough to model submitted changes - see
“Technical Methods and Tools” section; CAD tool upgraded for as
CAD operators

b) Incorporating additional materials increse product development costs by
20% - esulted fom user feedback change requests; infend for product’s
revemne to cover resource investments

) Operational units not outfitted to accommodate modifications suggested
via change requests — decision to invest in internal staff training of engaging.
contractualioffshore resources delegated to higher level management

@) User representatives continte to submit change requests as development
team attempts to finalize design - Ongoing Product Support zctivity to
‘manage users expectafions

igned

Recommendations

For future projects, considerthe following activiies:

- Solcit 12 representatives from each user are to evaluate project
deliverables to help insur that all ser perspectivesare available

- Use iterative product development methodologies that allow users o
see and comment on product building blocks (versus nearly complete
end product) so development can shif ocus i necessary with relative

- Evaluate sppropristeness/value of available tools technologies early fn
e planning process o alow time for aequisiton of eplacements
wamanted

- Pair up key stafing resources so backup taff s readily avatlable o
ey projct schedule on track:
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Riordan Follow Up Recommendations
Project - CardiCare Valve Proof-of-Concept

Project Team: Craig Mulligan (Project Manager), Max Hartwell (R&D), Stu Peter
(R&D), Clinton Northrup (Operations), Alejando Lopez (Support user epresentative
contact)

Date: December 3,004

Introduction

Riordan Mamufacturing i 2 global plastics mamifactuer employing 550 people with
projcted annual camings of $46 milion. The company is wholly owaed by Riordan
Indusries, a Fortune 1000 enterprise with reventes i excess of 1 billion. Is roducts
include plastc beverage containers produced at its plant in Albany, Georgia, custom
plastic parts produced at i plant n Portizc, Michigan, and plasic an parts produced at
itsfacilites in Hangzhon, China. The company’s research and development 1 done at e
corporate headquartersin San Jose. Riordan's major customers are aufomotive pts
‘manufacturers, aieraf manufacturers, the Depariment of Defense, beverage makers and
botters, and ppliance mamufactuers

‘The R & D Department at Riordan’s Corporate Headgquarters consists of five product
development persomnel. Their job i o research and develop the next generation of heart
valves, medical stents, and complementary medical devices. It has been the believe of
‘management that new prodiuct development effrts equire only 2 small amount of rav
‘materials and componenis to bulld proof-of-concept models o initial working models of
potentially nevv products. Consequently, minimal investment has been made in materials
2nd components. Howeer, the experiences of the CardiCare Valve Proof.of.Concept
project imply that a greater commitment to new development n the medical arena may be
value added based on project closure documentation. The President's offce initated this
follow-up review to assess the company's progress in implementing the
recommendations noted n the closure materials for improving operational efficiency and.
reducing expenses when developing medical devices.

Scope and Methodology
For the follow-up review, Riordan management.
- Reviewed the operating policies and procedures for research and development;

- Developed summary mafrices to track the recommendations from the CardiCare project
documentation;

- Interviewved CardiCare project staf, ncluding the project manager, R&D and ofher
Staf, and user representatives:

- Conducted on-sit visitsto Riordan R&D and operations facilites; and
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Project - CardiCare Valve Proof-of-Concept

- Researched medical device R&D operations a several non-Riordan facilifies to
determine the reasonableness of current Riordan project costs and retum on investment
data and o identify best operational and interual contrl practics.

We conducted the follov-up review in accordance vith government and infernal auditing
standards. We initated our follow-up review in Septeraber 2004, 2nd completed our
Seldwork and data collection activities in November 2004.

Findings

Based on the follow-up review of the CardiCare project, determined that Riordan
‘management fully or partially implemented al four of the recommendations contained in
the project’s Lessons Learned Report. Noterworthy improvements and additionsl
operating efficiencies include:

- Securing atleast one use represeniative fom 80% of the current population of current
‘and potental product users. However, due to schedule lmitations,abiity to have full
‘participation in al product review mestings is unlkely. To increase likelihood of
Obtaining substantive user feedback, Riordan management could supplement existing on-
site meeting processes with online/Virtal reviews using Web technologies or forward
‘confidental documentation to users or off.Iine review at their convenience. Both
options decrease dependence on on-site mestings, but may require Riordan to nvest
timefresources o 2) develop and/or implement a eb tool thatis easy enotgh fo the user
representatives to access and b) establsh and/or exhance existing process related to
proprietary information management to minimize chance that development
documentation i shared with competitors.

- Piloting an ierative development methodology with fwo current R&D projects. Upon
conclusion of both projects, performance statisis (duration to completion, user
satisfaction, expense datz, etc) will be compared vith ofker projects completed using
‘non-iteative methods. The results will help Riordan determine, 2 a high level, whether
iterative approaches should be adopted on a wider scale.

- Assessing Seasibility of an R&D asset management strategy. A global, proactive
siategy is seen as preferred over reviewing asset capabilitie afthe beginning of planming
activites for individual projects. With 2 knowledgebase of asset information (version,
nstll date,technical contact, ec), can easly determine whether a proposed activity
complements available resources. In addition, the resource could facilitate dentification
of antiquated tools technologies that can be tageted for replacement so they do mot
become barriers to project progress.

- Crosstraining R&D staffon high profile project activities. Tke current R&D staffing
Ievel and workload precludes Ricrdan from adopting 2 paired development approach. An
altemative process i being used to everage existing staff meetings a5 raining sessions to
educate all R&D staff about high prionity projects. Case study presentations provide an
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overvien of a roject’s primary objectives, key deliversbles and curent status. In
additon, the presentations highlight at lest one project actviy that serves 2s an
opportunity for staffto develop task-level kmowledge. All materials from these case
studies are stored in 2 shared drive accessible to RAZD staf for reference.

Conclusion

Although Riordan's R&:D activities may not require the level of investment in materials
‘2nd components found in operationl areas, process enlhancements may faciltate
improvements i the efficiency and effctivensss of product development activities
Progress made to date on published recommendaions implis that management is
supportive of such modifications. To reap the greatest benefits from the
recommendations without overloading front e staf, management should take
ownership for refining the existing administrative infrastructure (policies, rewards, efc)
to encourage the adoption of the recommendations.
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Insentory Management and Control at Riordan Manufacturing

In order to ensure consistency of operations and quality control at ol Riordan plants, a
comamon set of procedures has been developed for the management of recelving raw
‘materal, racking prodiucts during menufacturing, and accounting for the finished good
imventories.

Raw Materials Receiving
Raw materials are received at the receiving area for each plant. At the time of deivery,
the truck driver will pass the shipping documents to the Riordan shipping area supervisor
o will compare th shipping documents to  scheduled orders receiving separt. This
Teport s provided to the receiving area on a weekly basis and is organized by date.

‘The following flow dizgram describes the receiving of raw materials process at all plants.
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Insentory Management and Control at Riordan Manufacturing

Manufacturing with Inventory
‘The raw materials inventory is draw upon during manufacturing operations. The
‘amount of raw materials used during each manufacturing run is indicated on 8 v
‘materals usage form that s given tothe inventory clerk The inventory clerk enters the
r2 materals usage into the inventory system as the forms are received.

Atthe end of each day, the manufacturing team submits a form to the inventory clerk
indicating the mumber of sub-assemblies and final products completed that day

‘The following flow dizgram describes the usage of v materils and sub-assersblies
processing at 2l plants.
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Final Product Shipping
s thesales department completes orders,the sales orders are entered o the customer
hipping and billng system. The order shipping team draws finished products out of
imventory based on the shipping documents generated out of the customer shipping and
biling system.

Afer orders are ulfilled and loaded for shipment,the truck rumber, date and time of
shipment are updated into the customer shipping and billng system for racking
purposes. At the end of each day, 2 copy of all orders shipped is given tothe inventory
clerk 50 the inventory system can be updated.

Atthe end of December each year, a physical inventory i conducted in order to reconcile
he quantiies ofraw material, sub-assemblies and finished products on hand with the
imventory system.

“The following flow dizgram describes the shipping process at all plants.
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The R & D Department at Riordan's Corporate Headquarters consists of 5 product development personnel. Their job is to
research and develop the next generation of heart valves, medical stents, and complementary medical devices. Since new
product development efforts require only a small amount of raw materials and components to build proof-of-concept models
oriniial working models of potentially new products, their material and component requirements can be described as very
minimal. Consequentl, the R & D Department does not have the same supply chain problems as its other plants have.
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R&D

Albany, GA
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Plastic bottles are produced at the Albany, GA facility. Contracts are negotiated with customers for yearly quantities of

standard and customer-unique botles.

Regardless of the contracts it receives for yearly quantites of bottles that each customer orders, the customers actually
provide release orders for smaller quantities throughout the year against the yearly totals. These release orders are
received at random since each customer's requirement for botles varies as a function of the variability of the sales of the
‘customer's final products that use the bottles.

As a consequence of receiving releases at varying times the Albany plant keeps a safety stock of the more popular
standard containers for those of their customers that use them. Of necessity, the amount carried is small because of the
amount of storage space available.

It also keeps a safety stock of the raw materials used to produce the botes. Safety stock provides a degree of assurance
that it won't have shortages that would preclude it from shipping orders on time. There s a trade-off between the cost of
carying the safety stock and the cost of running out of botles however. Its management's decision on how much safety
Stock to carry because of the associated inventory carrying costs.

A related reason for camying safety stock is contract penatty clauses. In this regard, while the company does not ike to
accept contracts that impose a penalty i the company misses a delivery date, it has accepted some in the past when the
orders were very large and consequently had a potential for a larger-than-normal profit

The company policy has always been to provide total customer satisfaction in terms of meeting committed ship dates. The
‘company's average shipping metrics for the last three years indicated that the Plant shipped at an average 96% on-time
level. Management felt that this level satisfied the objective of providing total customer satisfaction since some shipping
delays, due to adverse weather condtions for example, were beyond its control.

As another example of providing excellent service, at one time in the past the plant decided to ship a small order by air
freight to meet one of their major customer’s emergency need dates rather than ship the order by normal means and having
the shipment arrive late. The Plant decided that it was important to maintain its reputation of providing excellent customer
senvice.

Riordan Manufacturing uses the Huffman Trucking Company to ship all of ts products in the United States. Rates for
shipping a full truckload of cargo to a single destination are lower than shipping partal loads. Higher rates for less-than-full
truckload shipments are justified by Huffman for the following reasons:

= Huffman must try to find additional cargo to fil their truck to help pay for the fuel and truck driver labor required

= Time on the road can be longer because of the different stops the truck must make to deliver cargo to different
customers.

= Cargois generally physically handled more frequently with partial shipments resulting in a greater chance for damage.

The Albany plant has a good record of supplying customer shipments on time that are relatively close to their plant but has
had some problems meeting customer required due dates in the North and North-Eastem parts of the United States when
winter conditions setin. To keep track of ts performance the Plant maintains metrics on how many shipments are defivered
ate, the amount of time the shipments were late, and the reasons. The plant also ships large orders by train if delivery time
s not a criical factor and if the customer has the means to pick up the cargo at the train depot at ts destination.

Management is investigating whether to switch to a VMI supply chain system.
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Overview

Riordan Manufacturing has three operating entities. Current Situation Regarding F & A Systems:
Georgia, Michigan and California.._plus a joint venture in the
People’s Republic of China. Basically, the operating entities
own Finance & Accounting Systems and

ut thatis consolidated at Corporate...San
Jose. The basic components of each system are as follows

= San Jose has a license for a fully integrated Windows based ERP manufacturing,
distribution and financial management software application specifically designed for
plastics processors and process and assembly manufacturers. The license does not
include application source code

= Michigan had purchased a vendor developed software application and the attendant

= General Ledger source code for their Fd & A and process application. The vendor is no longer in business.
= Accounts Payable The application runs on a pair of DEC Alpha's, using the VMS operating system, VAX4000
= Accounts Receivable work stations and programmed in C.

= Order Entry = Georgia had purchased a vendor (different from Michigan) developed software application
= Procurement and the attendant source code for their F & A and manufacturing process applications.

= Sales and Purchasing History The systems run on a pair of AS400's, using UNIX operating system, use PC’s (Windows)
= Invoicing and Shipping as workstations, and is programmed in RPGA00.

= Payrol Challenge:

= Financial Reporting

- EDI The F & A Department has been unable to achieve anything remotely resembling "seamless

= Bar Code Reading’ compatiblity”. Some F & A data s provided to corporate via data files; some data s provided

= EDSS (Executive Decision Support System) via hardcopy reports and must be re-entered; some data is provided via data files but must be

converted (redirected) to the proper account codes and the lst goes on. Subsequently, Riordan

“San Jose Only has the following situation regarding F & A system outputs at the consolidated level:

Background: = Consolidated close of the General Ledger and subsequenty the Income Statement and
Balance Sheet is labor intensive and normally not completed until 15-20 days after month
During the due diigence process in which Riordan acquired e: :m et faborintensive andnormeally nof completed untt aye aliermon
the ting entities in Michigan and Georgia the matter of
© operating enfites In Michigan and Scorgia fhe ater & .. Audit (to include external auditors) s required each month and i costly and labor
F &A System's comp: was not addressed. ntensive.

= Compliance with new government required reporting requirements at the consolidated
level is difficult at best

= Riordan Enterprises finds the situation unacceptable and has mandated a solutions
(s)alternatives be recommended soonest.

NOTE: This situation is transparent to customers and suppliers as each operating entity has
maintained invoicing, payments, etc., as was prior to acquisition.
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Supply Chain - Pontiac, MI

R&D The Pontiac, Mi facility handles the company’s custom plastic fabrication. Customization areas include the part design and
Albany, GA the color of the finished part
Pontiac, MI

Each custom project requires its own set of dies for the injection molding process. The Pontiac plant has the facilties to

Hangzhou, China " ;
create new dies per customer specifications.

In general, custom parts are produced in small production runs. However, the Pontiac facility has to maintain sufficient
Stocks of a wide variety of raw materials in order to quickly respond to customer requests for new custom plastic parts.
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R&D

Albany, GA
Pontiac, MI
Hangzhou, China

jordan Manufacturing’s China plant operates as a decentralized unit of Riordan Manufacturing. It prepares its own
forecast of electric fan sales throughout the world, which includes the United States. It schedules production of these fans
to meet the forecasted sales.

The electric motors used in the fans are completely assembled units. They are purchased by buyers in the China Plants
purchasing department from a local Chinese company. While this company attempts to maintain adequate quantities of
electric motors in stock to meet all its order requirements, its on-time deliveries over the past year have averaged only 93%

The buyers also purchase the Plant’s requirements for plastic polymers locally. The polymers, after being received, are
melted at preci
the fans. This is accomplished by means of injection molding machines located in the production area. These capital
‘expensive machines control the molding processes to the specifications of the plastic parts being produced, such as the fan
blades and fan housings. The plastic fan blades, plastic fan housings, electric motors and other miscellaneous parts are
then assembled to create finished models of electric fans. The assembled fans are individually packaged together with
instructions on how to use the product and stored in a finished goods stockroom awaiting sale.

This part of the plant's business is a make-to-stock operation in which the future demand for fans is forecasted based on
taking the average of sales for the last three years and extrapolating it into the next year. The assumption in using this
forecasting method is that history will epeat itself within manageable lmits

Orders for electric fans can be picked up at the China plant by the customers themselves or else they can be shipped to the
‘customers anywhere in China. The China Plant uses a Chinese shipping company that offers services comparable to
FedEx, butis less expensive. Orders are also shipped intemationally by either FedEx or a Chinese shipping company that

‘competes with FedEx. Two shipping companies are used by the China Plant for intemational shipments to assure that
timely delivery services will ahways be available. The services both shippers offer are very similar and their shipping
charges are competitive.

The China plant also designs and develops customized electric fan products for customers world-wide under individual
‘customer contracts. After the design and development of a new electric fan is completed for a particular customer, a small
production lot of the fans is usually scheduled, but under a separate contract. A separate contract from the development
contractis used since the final cost of the fan can only be determined after its developmentis completed. This final cost is
used in estimating the cost of the production quantity. A small production quanity is produced to statistically validate both
the design of the fan and the production process used to build and assemble the fan, if the fan's design represents a
significant departure from the way typical fans had been designed and assembled. This initial production can be described
as a production pilot run.

Estimates of follow-on orders for these new custom fans are not forecasted but are based on the customers indicating what
their estimated yearly requirements will be. Since the fans are being produced to a particular customer's unique
requirements, they are not available for sale to other customers; consequently no additional forecasts are required. The
‘customer's indication of what its yearly requirements will be helps the China Plant to estimate what their yearly resources
requirements will be in terms of production capacity, material requirements, and labor to satisfy the customer's
requirements. Customers normally negoiate their yearly requirements for fans in order to obtain the lowest price. They then
provide periodic release orders for smaller quanities against the yearly total throughout the year.
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Periodic orders for quantites of fans against the contract's yearly total however are received from customers randomly
throughout the year. This makes it ifficult for the China Plant to estimate exact material requirements i the very short term
since the orders are received randomly and are for varying quanties. To assure that it will be able to meet any delivery
schedule ts customers request, the China plant maintains a safety stock of polymer material even though the material is
obtained locally and does not present an availabilty or a defivery problem, at least for the foreseeable future. It does not
Stock electric motors other than a small quanity of the more popular types for warranty repairs, but depends on the electric
motor supplier to maintain motors in their stockroom. The China Plant, following good supply chain management practices,
periodically provides the electric motor company with a list of the motors it forecasts it will need throughout the year to help
the company plan which motors and how many it should carry in s stock.

Logistics requirements for the China plant to ship products intemationally are similar to the requirements for shipping items
from the United States to China. A logistics scenario for a shipment of items from the Riordan R & D facilty, for example, to
the China Plant would be as follows:

1. Riordan’s R & D Department contacts FedEx, the shipping company they plan to use, on a shipment going to the
China Plant

2. FedEx picks up the shipment at the R & D facilty.

3. The R &D Facilty provides FedEx with information on the items being shipped including export license if required,
item descriptions, item model or part numbers, quantites, total cargo weight, Product Duty Classification Codes, and
destination name and address. The United States Bureau of Export Administration (BXA) under the U. S. Commerce
Department oversees export control and licensing in the United States. It is mandatory that companies follow their
requirements when shipping items intemationally. Originals of all documentation are maintained by Riordan's R & D's.
shipping department. Copies of allthe shipping documents are also faxed to the China Plant

1. To determine the Product Duty Classification Code, the R & D Facility compares the technical description of the
items being shipped against a set of technical descriptions known as both Schedule B and as the Harmonized
Tariff Schedule (HTS) codes. The HTS is maintained by the U.S. Government. Coding items with duty
dlassifications can be tricky business, but it is essental to interational supply chains to make sure that only the
correct amount of duty is imposed.

2. The code for a fractional horsepower AC motor for example is 8501.20.2000. The code for polycarbonate plastic
materialis 3920.61.0000. The first six digits in each code is the code classification. The last four digits is a
country specific code.

4. FedEx delivers the cargo and documentation to a customs broker at a United States sea port and then faxes the
details of the shipment, including shipment arrival time in China, to FedEx in China so they will be prepared to receive
the cargo upon arrival

5. The Broker takes possession of the cargo and the documentation from FedEx and presents the documentation to U.S.
Customs for clearance. Dock fees or any other fees such as channel dredging fees, ifimposed, are identified and paid
by the broker. The broker collects for all such payments from the R & D Facility when his responsibiliies have been
fulfled and he submits his bill.

6. The Broker also amanges transportation with a ship company and has the cargo moved to the dock area along side
the ship. Note that this same procedure would be used to ship by air. The shipping documentation travels with the
cargo although copies are usually faxed to the customs office at the destination port ahead of time by the broker to
help expedite receipt and clearance of the cargo when it amives. Shipping charges by the ship company are billed
directly to the R & D Facilty.

7. The ship reaches its destination

8. Chinese Customs examines, or re-examines the paperwork f previous copies were received, accepts it f there are no
problems and releases the cargo, which has been or is in the process of being unloaded, to a designated local Broker.
This Broker might be a member of the same Broker Company hired originally in the United States or it might be a
different company. The stateside broker determines which one to use. The Broker accepts the paperwork and cargo
and submits everything to the local FedEx carrier after making copies of all the documents for its files. If any additional
fees such as dock fees are imposed, the Broker pays these and submits a complete bl for his services, including any
fees he pays, to the China Plant.
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9. Fed Ex accepts the cargo and paperwork from the Broker, signs off on receiving the cargo, and delivers the cargo tc
the China Plant. FedEx makes copies of all documentation for its records.

10. Upon receiving the delivery, the China Plant verifies the contents of the shipment while checking for damage, then
accepts the shipment and provides FedEx with a signed receipt.
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‘The Post Project Revien process consist of activiies perfommed by a project team at the
end ofthe project’ lfe cycle (or at the end of significant phases of work) o gather
information on what worked wel and what did not, so that ffure projects can benefit
Stom that leaming. This process might aso be used some time afte the project has
Sinished, if the organization deems it useful. This process may b caled by other names
such 2s Lessons Leamed, Project Completion Revier, and Project Postmortem.

2. Scope or THE PrOCESS

Post Project Reviews are generally done at the end of any siguificant projector portion of
aproject A project that runs longer than a year may conduct Post Phase Reviews at the
each of each significant phase, for example, so tht lessons are captured while they are
still easily recalled. This process might be used with a project thaf completed some time
220, but for which the lessons were not gathered.

‘Those who generally participate n the Post Project Review process are members of the
project team, key stakeholders (e 2. operational support saff, tc), and users of the
project deliverables or results.

n objective facilitator runs the process. The project leader can rumthe session, if 10
‘independent participant i available.

‘The roles in the Post Project Review are described in the following table.

Role Names Role Definifions
Moderator_| One who organizes

e sessions and facilitaes any meetings

Project Lead | Person who represents the project overall generally 2 member of the
development organization which performed the project

Participant | One who provides input to the Post Project Review, based on
experience with the project or fs esults

Seribe | One who gathers information fom partcipants and documents the
Sinal report ofthe Post Project Review for this project

Process | One who handles recommendations for changes in Lessons Leamed
Improvement | structures and requests for process changes
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The delverables rom this process include fems tkatcan be gathered rom the ool in
use for managing he projct, as wel s tems from the Post Project Review Session. The
projec etimates of effort,orignal and final schechles, project budget and acual cost,
and stafing profiesare best gathered from the project wacking toos. Any data which
exists n  eusable form should b collected fom that form,rather han requiring some
projec team member to genratetrat.

‘Those itemns that benefit rom discussion and consensus forming should be the subject of
the Post Project Review Session - what went well, when needs fo be changed, what risks
oceured 2 problems, what risks to watch for in the fufure.

Lessons Leamed from the Post Project Reviews should be archived so that it is sy for
project team members, process improvement teams, and managers to find useful
information. An example of usefl stcture i a risk factor table (see the Process for
Analyzing and Managing Risk”) composed of categories, factors, and cues about risks.

ACTIVITY DESCRIPTIONS

‘The following sections provide details on each actvity —a description of the purpose,
entry and exit criteria, deliverables, and the sequence of task fo be done, Tasks are
shown along with the Toles generaly responsible and/or involved in those taks.

Post Project Review activities are a part of the work breakdown structue of the project,
and get scheduled like any other work items.

51 DerIve THE PROCESS TO UsE

Purpose: Select and communicate to those involved the approach to be used
Sor this Post Project Review.

Entry Criteria: » Project work is complete
A Moderator has been selected
 Areview schedule has been prepared

Roles Tasks
‘Moderator and | Discuss the atematives To performing the Post Project Review,
ProjectLead | and select appropriate lements. Potential comporents include:
* ickoff meeting to describe the process
« survey for each person to complete; might be tailored fom a
standard organization format
« Post Project Review session to discuss results
« report circulated for comment/correction.
« report archived in process assets library
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| Roles

I Tasks

| Dot nfommation shout e spproac to el molved

Exit Criteria:

* There s agreement on spprosch.
« Allinvolved have been notified of the next steps

52 BUILD DATA GATHERING INSTRUMENTS

Purpose:

Entry Criteria:

Identfy information to be gathered and structure the instruments

Projectrecords are complete and accessible
Partcipants can be reached through a common medium

Roles

Tasks

“Moderator and
Project Lead

T Review the kinds of information generally gathered for projects
of this type in this organization in Post Project Reviews.

2. Identify existing sources and data. ltems to consider include:
« inifal budget; final cost

initil staffing estimates, profile; actual staffing profiles

nitial effort estimates; fnal effort values

nitial work product size estimates; fnal values

nitial milestone and schedule; final values

number of requirements changes

rework statisics

product qualify targes; actual values

initial ik Lt inal results of risk management.

any otter relevant measures of process o product

Reviews local templates for gathering post-project information

Srom participants (example: survey templates, Appendix B)

4. Identsfy information to be gathered fom project paricipants
and stakeholders. Candidate items include:

success rating by team, management, customers.

Ky things that were done right on the project

key things that were done wrong and should be changed

risks that were not detected and became problems

« risks for which mitigation actions were ineffective

5. Develop a survey and distribute o participants, with nofice of
whento complete, to have information included in Post Project
Review Session.

6. Develop a summary form for analyzing the data from the

Exit Criteria:

Sources of project history data identified
Survey prepred and disributed for participant feedback
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53 GATHER INFORMATION

Purpose:

Entry Criteria:

Callect data for Post Project Revierw Session and project history
database

« Summaries ae complete and agenda i ready for Post Project
Review Session

Roles

Tasks

‘Moderator

Gather ll of e project history data and ensure fat it i complete
and ready for the orzanization project history database

Participants

‘Complete the survey or use the isk management tools o enter
‘personal responses to lessons leared items

“Vioderator

T Review the reulsofall indvidue esponses
2. Generste & summary reprti aess thit can be summarized:
uld lss of those s tt require discussion and consensus
(tings done right trings done wrong, ks missed, tc)

For iy daa tia sppeas to be suspect,revien i e

provide nd reach sgreement ona resoion (orremove
Suspect dits)
4. Set sgenda or the Post Project Revier Session and disbute
an smouncemen o the meetug o al prticpants. A possble
agends includes
" review of sunmary nforsation atherd thus ir
+ sing results o surveys, iltted discusion of tings
done igt, group reking o most portact,
recommendtions for how t ensur ey cortinuetobe
done n future projects

+ fuclatd discusson o thins done wron; group raking
of mostmportant

+ braintorm causesofthese problems and hor 0 esurethey
don't happen sgain

« review ofrisk mansgement efecivness,what s misseds
brainstona acors o nciude, ways o dapt mitigation

+ structured discussion ofessons lesmed, sing
organizaton sructre, such s & ik fctor table o another
Tessons leamed texonarmy o dentiy lesons o add

«_collctany othercommnens pariipants want recorded

Exit Criteria:

Al paticipants have provided individual input
« Agenda for Post Project Review Session has been published
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5.4 CoNDUCT PosT PROJECT REVIEW SESSION.

Purpose:

Entry Criteria:

Review projectreslts with participants and gather consensus
information.

+ Most partiipants are able o aftend the session
 Summaries of surveys are ready for the session

Roles

Tasks

“Moderator

‘Callssesson to order and conductz f according o e 3genda
Metkods used to acltatethe consensus- bulding porton of the
session include:
+ nominal group technique,starting with the it gathered from
indidual paricpant suveys before the session
sk team about what went right;recor that information:
asc how to preserve it (i ot already in processes) and
document that
~ adkcteam what went wrong
~ use votingtecknique to getteam {0 select top N deas to
improve
~for each, sk how to avoid mext time; i ot aleady in
processes,document that advice
+ faciltated completion f tzbles using ik management
‘nformation gathring ool o othr Lessons Leamed taxonomy
" review il project sk lstand gather the end of roject
et for each ek (level of satsaction, cost of he acton,
ete)
~ elict from projectteam any major problems tht arose and
ko they might have been detected 2srisks early n the
cyele mark hose as rsks that emerged; i tis 1 a complex
project, go hrough each category o prompt people for
ideas

Participants

Describe experiences and provids recommendations for Bov o
improve the work of the project

Sarbe

Reecord all meting procesdings and capture ranked ists fom e
discussions

Exit Criteria:

« Participants agree thatall key input has been provided

55 DOCUMENT RESULTS FROM SESSION

Purpose:

Build the permanent record of lessons leamed from this project
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Entry Criteria: » Team input i complete

Roles Tasks
Serbe + Work wih organization process improvement feam to
consalidate items from the Post Project Review: sesion info

Sorm that fits the organization Lessons Leamed collection (may
be risk factors or other taxonomy)

« Write process change requests to handle changes recommended.
by the projectteam.

« Write report o the results of the team Post Project Review

_Distribute all results o participants for review
Participants |+ Review draf reslts and provide feedback to scribe.
Serbe + Make recommended modifications & approprite.

«_Aschive results in orzanization process assets ibrary
FrojectLead |+ Ensure useful records fom project are placed in project Bistory

database

« Determine horw bestto distribute key results of the Post Project
Review and use those channels (example: brown bag seminars,
presentations to qualty councils, presentations at technical
seminars)

Exit Criteria: + Participants have reviewed dratresults and provided feedback.
« Project history data is archived in an approved location
Organization structures fo bandling Lessons Leamed have
been updated, or updates have been provided to the maintainer

‘Measures that can be used to determine the efectiveness of Post Project Reviews include
e following.

Process Change Requests - The messure should include the number of recommended
changes, as well 2s an indication of the level of importance to the project team, any
indication of when each change is needed, and recommendations for the content of the
change.

Lessons Learned Updates ~ The measure should iclude 2 count o the mumber of
Iessons (e ¢ sk facore) being added or changed inth organizaion’ collection.

Level of Purticipation — Measure the participation of the project members and
stakeholders in the Post Project Review process, to understand the percent coverage of
those who could have consiuctive input to mproving the processes.




image59.png
The following management verfication actvities are appropriste for Post Project
Reviews

+ Ensure thatthe project manager and project team are performing Post Project
Reviews for al medium and large projects.

+ Review the results of the Post Project Reviews, to identify actions needed by
‘management, o that processes and project conditions are confinuously improving.

‘The following verification activifies are appropriate for Quality Assurance persomnel:

+ Assist the project manager in selecting an approach fo performing the Post Project
Review for a poject

+ Partiipate as a contributor to the data gathering and the Post Project Review Session.

+ Ensure thatthe follow-up activiies of updating the Lessons Leamed stuctures are
‘comspleted and thatprocess improvement requests are fled.
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Riordan Manufacturing - San Jose, CA
Process Overview

‘The Research and Development department (R & D) is located at the Corporation’s
headquarters in San Jose, California. The department designs and tests new
products, designs and tests new production processes and evaluates new chemicals,
polymers and dyes used in the manufacturing process.

Receiving Department

Small amounts of raw materials are shipped to the company by truck and are received
at the main entrance. Once the received materials have been reconciled with the
applicable invoices and purchase orders, the raw materials are moved to a large
storage room adjacent to the R & D labs.

‘The raw materials, or inputs, are:

1. High-density polyethylene (HDPE) plastic pellets
2. Colorizing dyes

3 Ink

4. Solvent cleaners

5. Lubricating oils

6. Hold release agents

7. Electricity

‘The desired product is comprised of inputs sent to molding.
‘The possible byproducts, wastes, or outputs, from this department are:

1. Particulates from the handling of damaged bags of dyes that may cause air
pollution

2. Off-spec raw materials managed as a waste

3. Spilled materials that may cause land and water pollution

4. Wasted energy from lighting, heating, and processing equipment

If possible, off-spec raw materials are returned to the vendor for credit. If not
returned, the materials are delivered to a local recycling center or a local landfill.

Molding

If dyes are needed for the work being done during a particular test, the dye(s) are
brought to the R & D lab where they are mixed and then added to the HDPE pellets.
Solvent cleaners are used to clean the molds and prepare them for use. Amold
release agent is applied to the mold to make it casier to extract the finished product
at the end of the molding process.
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‘The HDPE pellets are added to the machine where they are melted at a precise

temperature and injected under pressure into the mold. The plastic product is
removed from the mold and evaluated. The product is trimmed of any excess plastic

and evaluated again. If the final product requires assembly, it would be done at this
time.

Excess plastic s collected from the machines and the floor of the production area.
Solvents are used to clean the machines and the molds. Preventative maintenance of
the machines is performed and, if necessary, oil-based lubricants are applied to the
machines’ moving joints

All products molded are experimental and not for mass production. Therefore, the
mixing, molding, trimming and assembly functions are included in molding and all
tasks are performed in the R & D lab space.

The inputs are:

HOPE pellets
Dyes

Lubricating oils
Solvent cleaners
Hold release agents
Electricity

‘The desired products are prototypes or experimental molded parts and data on
materials and processes.

The outpus from this department are:

1. Particulates from the mixing process that may create air pollution

2. Spent cleaners and mold release agents that may create air pollution from
volatile organic compound emissions, managed as hazardous waste

3. Off-spec products, used purge material, and scrap plastic managed as solid
vaste

Spilled raw materials that may create land and water pollution

Used oils managed as industrial waste

Spent cleaners and mold release agents managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment

If any dyes are mixed, after the mixing is complete, the work area is cleaned and any
spilled dye is collected. The waste dye is stored in an airtight container. When a
sufficient amount of waste dye has been collected, it is picked-up by a licensed and
bonded hazardous viaste disposal company.
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After the molding process is complete, spilled and excess plastic is collected and
analyzed to determine the amount of waste generated by the process and the design.
The molds and machines are examined to determine if there are any ways to make
the process more efficient in the use of the polymers. More excess plastic is collected
following the trimming of the finished product and a similar analysis is conducted.

If the plastic being used is undyed, the collected excess plastic is cleaned and
retumed to the raw materials storage of the undyed HDPE pellets to be recycled. If
the plastic being used is dyed, the excess plastic is collected and delivered to a local
recycling center.

Floor drains and scuppers in the R & D lab are piped to a special waste liquid
collection system. This system is not connected to the San Jose sewer system. The
collection system allows the R & D lab to determine the total volume of viaste liguid
‘generated during the production and/or cleaning processes. Samples of the liquid can
be taken and analyzed to determine concentrations of the waste chemicals. When
‘analysis of the waste liquid is complete, the contents are pumped to a 1,000-gallon
above-ground storage tank located outside the R & D building on the Riordan
Manufacturing campus. The company contracts with a licensed and bonded hazardous
waste disposal company, which empties the tank at regular intervals.
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Riordan Manufacturing - Albany, Georgia
Process Overview

The Albany plant produces plastic bottles and caps.
Receiving Department

‘The receiving department accepts the delivery of raw materials shipped to the
company by truck.

‘The raw materials, or inputs, are:

1. High-density polyethylene (HDPE) plastic pellets
2. Cardboard

3. Adhesives

4. Ink

5. Solvent cleaners
6. Lubricating oils
7. lold release agents
8. Electricity
9. Natural gas
10. Light bulbs

‘The desired product is comprised of inputs sent to the molding department.
‘The possible byproducts, wastes, or outputs, from this department are:

1. Off-spec raw materials managed as waste
2. Spilled materials that may cause land and water pollution
3. Wasted energy from lighting, heating, and processing equipment

If possible, off-spec raw materials are returned to the vendor for credit. Otherwise,
the material is treated as waste and sent to a landfill.

Molding Department

“The Georgia plant does not do custom orders. To help manage costs, the products
produced by the plant are offered in a standard palette of colors. Because the colors
are standardized, the HDPE pellets are ordered pre-mixed with the necessary
colorizing dyes. While this requires more warehouse space to store a larger amount
of HDPE pellets, production costs and time are saved by not having to mix dyes and
HDPE pellets.
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The inputs are:

HDPE pellets
Lubricating oils
Solvent cleaners
Hold release agents
Electricity

Natural gas

‘The desired product is comprised of molded plastic parts for the trimming
department.

The outpus from this department are:

1. Emissions from the molding operation that may cause air pollution
2. Serap plastic or flashing managed as solid waste

3. Plastic material used to purge the equipment before a color change and
managed as solid waste

Spent cleaners and mold release agents that may create air pollution from
volatile organic compound emissions and managed as hazardous waste
Off-spec product managed as solid waste

Used oils managed as industrial waste

Spent cleaners and mold release agents managed as hazardous waste
Wasted energy from lighting, heating, and processing equipment

Scrap plastic, off-spec products, and purge material are collected and reused.

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils are collected by a third-party hazardous waste disposal company.
Trimming Department
The excess plastic that is attached to the part s trimmed with a mechanical shearer.
The inputs are:

1. Lubricating oils

2. Solvent cleaners

3. Electricity

4. Natural gas

‘The desired product is comprised of finished plastic parts for the labeling
department.
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‘The outputs from this department are:

Scrap plastic or flashing managed as solid waste
Off-spec product managed as solid vaste

Used oils managed as industrial waste

Spent cleaners managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment

Scrap plastic and any off-spec product are collected and reused.

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils are collected by a third-party hazardous waste disposal company,

Labeling Department

Some customers want labels, logos, or production- run information to be printed on
the plastic surface. This is done using machines that spray the desired label, logo, o
information onto the surface of the plastic part using specially formulated inks.

The inputs are:

1. Ik
2. Lubricating oils
3. Solvent cleaners
4. Electricity
5. Natural gas

‘The desired product is comprised of finished and labeled plastic parts for the
packaging department.

“The outputs from this department are:

Spilled ink that may cause pollution
Off-spec product managed as solid waste

Used oils managed as industrial waste

Spent cleaners managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment

Off-spec products are collected and delivered to a local recycling center.

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils are collected by a third-party hazardous waste disposal company,
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Packaging Department

Cardboard boxes are assembled and bottom flaps are sealed with applied adhesive.
Empty plastic bottles are arranged in the box. Because the customer will clean the

bottles before filling them, no additional packing materials are required. Bottle caps
are boxed separately. The top flaps of the box are sealed using an applied adhesive.
A'bar code identifying the recipient of the product is sprayed onto the box using ink.

The inputs are:

Cardboard boxes
Adhesives

Ink.

Lubricating oils
Solvent cleaners
Electricity
Natural gas

‘The desired product is comprised of boxed plastic parts for the shipping department.

The outputs from this department are:

Emissions from the adhesive that may cause air pollution
Spilled ink that may cause pollution

Used oils managed as industrial waste

Spent cleaners managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils e collected by a third-party hazardous vaste disposal company.
Shipping Department

Baxes received from the packaging department are scanned for a bar code. Using the
information from the bar code, a machine sprays the shipping address onto the
surface of the bax using ink. The box is then routed through a system of conveyor
belts that sorts the box by its destination and delivers it to the appropriate section of
the loading dock, so it is ready to be loaded onto a third-party commercial carrier.

The inputs are:

1. Ik
2. Lubricating oils
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3. Solvent cleaners
4. Electricity
5. Natural gas

‘The desired product is comprised of correctly labeled boxes sorted to the appropriate

The outpus from this department are:

Spilled ink that may cause pollution

Used oils managed as industrial waste

Spent cleaners managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils are collected by a third-party hazardous waste disposal company,
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Riordan Manufacturing - Pontiac, Michigan
Process Overview

‘The Pontiac plant handles the production of custom plastic pieces. The plant i also
responsible for the production of all medical products produced by the company.

Receiving Department

The receiving department accepts the delivery of raw materials shipped to the
‘company by truck.

‘The raw materials, or inputs, are:

High-density polyethylene (HDPE) plastic pellets
Colorizing dyes.

Paper

Cardboard

Plastic film

Styrofoam packaging peanuts

Adhesives

Ink.

. Steel stock

10. Aluminum stock

11.Abrasive grinding and cutting wheels and bits
12.Solvent cleaners

13.Lubricating oils

14.Mold release agents

15. Electricity

16.Natural gas

17.Light bulbs

‘The desired product is comprised of inputs sent to the mixing or mold fabrication
departments.

‘The possible byproducts, wastes, or outputs, from this department are:

1. Particulates from the handling of damaged bags of dyes that may cause air
pollution

2. Off-spec raw materials managed as a waste

3. Spilled materials that may cause land and water pollution

4. Wasted energy from lighting, heating, and processing equipment

If possible, off-spec raw materials are returned to the vendor for credit. Otherwise,
the material is treated as waste and sent to a landfill.
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Mold Fabrication Department

“The custom plastic pieces produced by the plant are usually specialized, unique, or
limited-run items. The molds used in the production of these custom pieces are
fabricated in-house. The department also fabricates the molds for new designs, as
ordered by the Research and Development department in San Jose, CA. If a new
design is put into production at the Georgia or China plants, the molds used for the
production machines would be purchased from a third-party mold maker.

The inputs are:

Steel stock
Aluminum stock

Abrasive grinding and cutting wheels and bits
Water

Solvent cleaners

Lubricating oils

Electricity

Natural gas

‘The desired product is a mold that will be sent to the molding department or to the
Research and Development department in San Jose, CA.

‘The outpus from this department are:

1. Metal shavings removed from the metal stock as part of a grinding operation

2. Gases created as stock metal is vaporized during laser cutting or etching

3. Slag metal from spillage during metal casting

4. Water used to cool metal and tools during grinding, cutting or etching
operations

5. Worn grinding/cutting wheels and bits

6. Spent cleaners managed as hazardous waste

7. Used oils managed as industrial waste

8. Spilled materials that may cause land and water pollution

9. Wasted energy from lighting, heating, and processing equipment

Work areas are swept and cleaned every day. Metal shavings and slag metal are.
placed in the trash which goes to a local landifil.

In some cases, worn grinding/cutting wheels and bits may be returned to the
manufacturer for sharpening o resurfacing. If that is not possible, the worn
equipment is placed in the trash.

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.
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Used oils are collected by a third-party hazardous waste disposal company,

Water used in the fabrication process and in cleaning is collected by floor drains
connected to the city sewer system.

Mixing Department

‘The HDPE plastic pellets are transported from the receiving department to the mixing
department in moveable 25-gallon containers. Colorizing dye, in powder form, is alsc
transported to the mixing department. The inputs are mixed in a batch mixer by a
plastics technician.

The inputs are:

HOPE pellets
Dyes
Lubricating oils
Solvent cleaners
Electricity
Natural gas

‘The desired product is comprised of mixed plastic pellets and colorants for the
molding department.

‘The outpus from this department are:

Particulates from the mixing process that may create air pollution
Off-spec product managed as solid waste

Spilled product that may create land and water pollution

Spent cleaners managed as hazardous waste

Used oils managed as industrial waste

Wasted energy from lighting, heating, and processing equipment

Off-spec and spilled products are collected and thrown away.

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils are collected by a third-party hazardous waste disposal company.

Mol

'g Department

‘Custom molds from the mold fabrication department are transported to the molding
department and mated to the production machines. HMixed raw materials are
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transported from the mixing department, where they are formed into custom plast
pieces using injection molding machines.

“The plastic used in medical devices cannot contain colorizing dyes. To ensure that
there is no contamination, the molding department has two physically separated
production lines; one used for the production of the medical devices and the other
used for the custom orders. The HDPE pellets used by the medical device producti
line are delivered directly from the receiving department.

The inputs are:

Mixed HDPE pellets and dye — Custom production line only
HDPE pellets — Hedical device production line

Lubricating oils

Solvent cleaners

Hold release agents

Electricity

Natural gas

‘The desired product is comprised of molded plastic parts for the trimming
department.

The outpus from this department are:

1. Emissions from the molding operation that may cause air pollution

2. Serap plastic or flashing managed as solid waste

3. Plastic material used to purge the equipment before a color change and
managed as solid waste

Spent cleaners and mold release agents that may create air pollution from

volatile organic compound emissions and managed as hazardous waste

Off-spec product managed as solid waste

Used oils managed as industrial waste

Spent cleaners and mold release agents managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment.

Scrap plastic, off-spec product, and purge material are collected and thrown away.

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils are collected by a third-party hazardous waste disposal company.
Trimming Department

‘The excess plastic attached to the part is trimmed with a mechanical shearer.
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The inputs are:

1. Lubricating oils
2. Solvent cleaners

3. Electricity
4. Natural gas

“The desired product is comprised of finished plastic parts for the labeling or the
‘assembly departments.

The outpus from this department are:

Scrap plastic or flashing managed as solid waste
Off-spec product managed as solid waste

Used oils managed as industrial waste

Spent cleaners managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment

Scrap plastic and any off-spec products are collected and thrown away.

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils are collected by a third-party hazardous waste disposal company,

Labeling Department

Some custom orders call for labels, logos, or other designs to be printed on the plastic
surface. This is done using machines that spray the desired label, logo, or design onto
the surface of the plastic part using specially formulated inks.

The inputs are:

Ink.
Lubricating oils
. Solvent cleaners
Electricity
Natural gas

‘The desired product is comprised of finished and labeled plastic parts for the
assembly department.

‘The outputs from this department are:

1. Spilled ink that may cause pollution
2. Off-spec product managed as solid waste
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3. Used oils managed as industrial waste
4. Spent cleaners managed as hazardous waste
5. Wasted energy from lighting, heating, and processing equipment

Off-spec products are collected and throvn aviay.

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils are collected by a third-party hazardous waste disposal company,

Assembly Department

If required, separate plastic parts are assembled using adhesive bonding, mechanical
screws, and/or ultrasonic welding. Following assembly, the products are subject to a
final quality control check. If no assembly is required, the plastic part goes through
the quality inspection before going to the packaging department.

The inputs are:

Adhesives
Lubricating oils
Solvent cleaners
Electricity
Natural gas

“The desired product is comprised of assembled plastic parts for the packaging
department.

‘The outputs from this department are:

Emissions from the adhesive that may cause air pollution
Off-spec product managed as solid waste

Used oils managed as industrial waste

Spent cleaners managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment

Off-spec products are collected and throvn aviay.

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils are collected by a third-party hazardous waste disposal company.
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Packaging Department

Appropriately sized cardboard boxes are assembled and bottom flaps are sealed with
applied adhesive. The finished plastic pieces are wrapped in plastic film to which
heat is applied to shrink the plastic film to conform to the shape of the product. The
product is placed in the box along with Styrofoam packing peanuts to cushion the
product. The top flaps of the box are sealed using an applied adhesive. A bar code
identifying the recipient of the product i sprayed onto the box using ink.

The inputs are:

1. Cardboard boxes
2. Plastic film

3. Adhesives

4. Styrofoam packing peanuts
5. Ink

6. Lubricating oils

7. Solvent cleaners

8. Electricity

9. Natural gas

‘The desired product is comprised of boxed plastic parts for the shipping department.
‘The outputs from this department are:

Emissions from the adhesive that may cause air pollution
Drapped Styrofoam packing peanuts managed as solid waste.
Spilled ink that may cause pollution

Used oils managed as industrial waste

Spent cleaners managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment
Wasted energy from the shrink-wrapping operation

Styrofoam packing peanuts that land on the working surfaces are returned to their
hopper. Packing material that falls on the plant floor is swept up and thrown in the
trash.

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils are collected by a third-party hazardous vaste disposal company.
Shipping Department

Boxes received from the packaging department are scanned for a bar code. Using the
information from the bar code, @ machine sprays the shipping address onto the




image75.png
surface of the box using ink. The box is then routed through a system of conveyor
belts that sorts the box by its destination and delivers it to the appropriate section of
the loading dock, 50 it is ready to be loaded onto a third-party commercial carrier.

The inputs are:

Ink.
Lubricating oils
. Solvent cleaners
Electricity
Natural gas

‘The desired product is comprised of correctly labeled boxes sorted to the appropriate

The outpus from this department are:

1. Spilled ink that may cause pollution
2. Used oils managed as industrial waste

3. Spent cleaners managed as hazardous waste

4. Wasted energy from lighting, heating, processing equipment.

Solvents are applied to the machines per the manufacturer's recommendations.
Excess solvent is rinsed from the machines with water.

Used oils are collected by a third-party hazardous waste disposal company.
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Riordan Manufacturing - Hangzhou, China
Process Overview

‘The plant in Hangzhou, China produces plastic fan blades and fan housings. Electric
fan motors are purchased from a third-party and assembled with the plastic parts and
sold as a finished product. The China operation is being conducted as a joint venture
between Riordan Manufacturing and a small consortium of Chinese nationals. Riordan
Manufacturing is providing most of the operation’s capital, injection molding
machinery and expertise. The Chinese partners are supplying labor, interfacing vith
local vendors, governments and regulatory agencies and providing some capital.

Receiving Department

The receiving department accepts delivery of raw materials that are shipped to the
company by truck.

‘The raw materials, or inputs, are:

High-density polyethylene (HDPE) plastic pellets
Cardboard

Plastic film

Packing straw

Adhesives

Ink.

Assorted electric fan motors
Solvent cleaners

Lubricatin oils

10.Hold release agents

11 Electricity

‘The desired product is comprised of inputs sent to the molding department.
‘The possible byproducts, wastes, or outputs, from this department are:

1. Off-spec raw materials managed as a waste

2. Spilled materials that may cause land and water pollution

3. Wasted energy from lighting, heating, and processing equipment

If possible, off-spec raw materials are returned to the vendor for credit. Otherwise,
the material is treated as waste and disposed of by our Chinese partners.

Molding Department.

‘The plastic fan blades and housings are offered in a limited array of colors. The
offered colors are all standardized and that allows us to order pre-dyed HDPE pellets.
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Riordan Manufacturing, Inc.
Operating Budget FY 2005
Oct. Nov. Dec. Jan. Feb. Apr. May Jul. Aug. Sep.
2004 2004 2004 2008 2005 2005 2005 2005 2008 2008 Annual
Sales. $3,976,000 54,182,000 $4,798,000 $4,182,000 $4,190,000 $3.460,000 $3,578,000 $5,210,600 $5,350,200 $4,726,000 $2,765.221 $50,264,021
Direct cost of Goods Sold_ $3,236,464 $3.404.148 $3,905,572 $3.404.148 $3.410,660 $2,816,440 $2,912,492 $4,241,428 $4,355,063 $3,846,964 $2,250,890 $40,914.913
Gross Margin $739,536 $777,852 $892428 $777,852 $779,340 $643,560 $665,508 $969,172 $995,137 $879,036 $514,331 $9,349,108
Operating Expenses
Sales, Harketing & Other 565000 585000 $85000  $85000 565000 585000 $85000 85000 85000 885000 §85000 565000 §1020000
Depreciation $36,000 $36,000 $36,000 $36,000 $36,000 $36,000 $36,000 $36,000 $36,000 $36,000 $36,000 $36,000 $432,000
Quality Assurance $98,500 $98,500 $98,500 $98,500 $98,500 $98,500 $98,500 $98,500 $98,500 $98,500 $98,500 $98,500 $1,182,000
Research & Development $75,250 $75,250 $75,250 $75,250 $75,250 $75,250 $75,250 $75,250 $75,250 $75,250 $75,250 $75,250 $903,000
General & Administrative $151000 5151000 $151000  S15000 5151000 5151000  $151000  $15000 5151000  $151000  $151000 5151000 51812000
Machining & Systems 554500 554500 S54500  S54500 554500 554500 §54500 54500 554500 554500 §54500 554500 3654000
Total Operating Expenses $500,250 $500,250 $500,250 $500,250 $500,250 $500,250 $500,250 $500,250 $500,250 $500,250 $6,003,000
Profit Before Interest & Taxes $239,286 $277,602 $392,178 $277,602 $279,090 $215,106 $143310 $165,258 $468,922 $494,887 $378.786 $14,081 $3,346,108
Non-Operating Expenses
Interest Expense 521450 521450 S21450  s21450 521450 521450 521450 21450 521450 521450 521450 s21450  s257.400
Taxes $74,064 $87,002 $126,048 $87,002 $87,598 $65.843 $41.432 548,895 $152,140 $160,969 $121.494 ($2,505) $1,050,161
Total Non-Operating Expenses $95514 $108,542 $147.498 $108,542 $109,048 $87,293 $62,882 $70,345 $173,590 $182.419 $142,944 $18,945 $1,307,561
Net Profit after Taxes $143,772 $169,060 $244,680 $169,060 $170,042 $127.813 $80.428 $94.913 $295,331 $312469 $2352842 ($4,863) $2,038,547
Riordan Manufacturing, Inc.
Cash Budget FY 2005
Oct. Nov. Dec. Feb. Mar. Apr. May Aug. Sep.
2004 2004 2004 2005 2005 2005 2005 2008 2008
Cash inflows
Collections from Sales $2,535,000 $3,976,000 $4,182,000 $4,798,000 $4,182,000 $4,190,000 $3,846,000 $3,460,000 $3,578,000 $5,210,600 '$5,350,200 $4,726,000
InterestIncome 511500 511500 1500 S11500 511500 511500  S11500  S11s00 511500 511500 $11500 511,500
Total Cash Inflows  $2,546,500 $3,987,500 $4,193,500 $4,809,500 $4,193,500 $4,201,500 $3,857,500 $3,471,500 $3,589,500 $5,222,100 $5,361,700 $4,737,500
Cash Outfiows.
Payments for Raw laterals 5735000 51132762 51191452 S1365950  $1191452  S1193731 1095725 S985754  $1019372  S1484500 1524272 $1346437
"Payments for Direct Labor $2,103,702 $2,212,696 $2,538,622 $2,212,696 $2,216,929 $2,034,919 $1,830,686 $1,893,120 $2,756,928 $2,830,791 $2,500,527 $1,463,078
Operating Expenses 8300250 5500250  S500.250  $500250 8500250  S500250  S500.250  $500250 500250  S500250  $500.250  $500250
Depreciation ($36,000) ($36,000) ($36,000) ($36,000) ($36,000) ($36,000) ($36,000) ($36,000) ($36,000) ($36,000) ($36,000) ($36,000)
Interest Expense 521450 521450 S21450  S21450 521450 521450 521450 S21450 521450 521450 521450 521.450
Corporate Tax Payments 5287203 5240522 242,467 5279957
Capial Expenditures 5250000 5250000 5350000
TotalCash Ouflows 53574402 $3831150  $4502077 54315340 53894081  S3954882  $3762111  S3364574 54504468 54800991  S4510409  §3575173
NetCash Flows  (51,027,902) $156,341 ($309,477) $494,154 $299.419 $246,618 $95,389 $106,926 (8914,968) $421,109 $851,201 $1,162,327
Beginning Cash on Hand $357,216 (8670,686) (8514,344) ($823,821) ($329,668) ($30,248) $216,370 $311,758 $418,684 ($496,284) (875,174) $776.027
Ending Cash on Hand ($670,626) (8514,344) ($823,821) ($329,668) 830,248) $216,370 $311,758 $418,684 ($496,284) (875174) $776,027 $1,938,354
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The inputs are:

HDPE pellets
Lubricating oils
Solvent cleaners
Hold release agents
Electricity

‘The desired product is comprised of molded plastic parts for the trimming
department.

“The outputs from this department are:

1. Emissions from the molding operation that may cause air pollution
2. Serap plastic or flashing managed as solid waste

3. Plastic material used to purge the equipment before a color change, managed
as solid waste

Spent cleaners and mold release agents that may create air pollution from
volatile organic compound emissions, managed as hazardous waste

Off-spec product managed as solid waste

Used oils managed as industrial waste

Spent cleaners and mold release agents managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment

Scrap plastic, off-spec product and purge material are handled by our Chinese
partners.

Chinese workers have been trained in the use and application of cleansing solvents.
Cleaning and maintenance of the machines and the collection of excess or waste
chemicals is handled by our Chinese partners.

Used oils are handled by our Chinese partners.

.

ming Department
The excess plastic attached to the part is trimmed with a mechanical shearer.
The inputs are:

1. Lubricating oils

2. Solvent cleaners

3. Electricity

‘The desired product is comprised o finished plastic parts for the assembly
department.
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‘The outputs from this department are:

Scrap plastic or flashing managed as solid waste
Off-spec product managed as solid waste

Used oils managed as industrial waste

Spent cleaners managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment

Scrap plastic and any off-spec product is handled by our Chinese partners.

Chinese workers have been trained in the use and application of cleansing solvents.
Cleaning and maintenance of the machines and the collection of excess or waste
chemicals is handled by our Chinese partners.

Used oils are handled by our Chinese partners.

Assembly Department

‘The plastic fan blades are attached to the electric fan motors using mechanical
screws. The fan housings are assembled using adhesives, mechanical connectors
‘and/or ultrasonic welding. The fan motors are mounted in the fan casings using
mechanical connectors.

The inputs are:

Adhesives
Electric fan motors
Lubricating oils
Solvent cleaners
Electricity

Natural gas

‘The desired product is comprised of assembled plastic parts for the packaging
department.

“The outputs from this department are:

Emissions from the adhesive that may cause air pollution
Off-spec product managed as solid vaste

Used oils managed as industrial waste

Spent cleaners managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment

Off-spec products are handled by our Chinese partners.
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Chinese workers have been trained in the use and application of cleansing solvents.
Cleaning and maintenance of the machines and the collection of excess or waste:
chemicals is handled by our Chinese partners.

Used oils are handled by our Chinese partners.
Packaging Department

Appropriately sized cardboard bores are assembled and bottom flaps are sealed with
‘an applied adhesive. The finished fans are wrapped in plastic film to which heat s
applied to shrink the plastic film to conform to the shape of the product. The
product is then placed in the box along with packing straw to cushion the product.
The top flaps of the box are sealed using an applied adhesive. A bar code identifying
the recipient of the product is sprayed onto the box using ink.

The inputs are:

1. Cardboard boxes
2. Plastic film

3. Adhesives

4. Packing straw
5. Ink

6. Lubricating oils
7. Solvent cleaners
8. Electricity

‘The desired product is comprised of boxed plastic fans for the shipping department.
“The outputs from this department are:

Emissions from the adhesive that may cause air pollution
Dropped packing straw managed as solid waste

Spilled ink that may cause pollution

Used oils managed as industrial waste

Spent cleaners managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment
Wasted energy from the shrink-wrapping operation

Allspilled packing material is collected and placed back in its hopper for use.
Chinese workers have been trained in the use and application of cleansing solvents.
Cleaning and maintenance of the machines and the collection of excess or waste
chemicals is handled by our Chinese partners.

Used oils are handled by our Chinese partners.
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Shipping Department

Boxes received from the packaging department are scanned for a bar code. Using the
information from the bar code, 2 machine sprays the shipping address onto the
surface of the box using ink. The box is then routed through a system of conveyor
belts that sorts the box by its destination and delivers it to the appropriate section of
the loading dock, 50 it is ready to be loaded onto a third-party commercial carrier.

The inputs are:

1. Ik
2. Lubricating oils
3. Solvent cleaners
4. Electricity

‘The desired product is comprised of correctly labeled boxes sorted to the appropriate

‘The outpus from this department are:

Spilled ink that may cause pollution
Used oils managed as industrial waste

Spent cleaners managed as hazardous waste

Wasted energy from lighting, heating, and processing equipment

Chinese workers have been trained in the use and application of cleansing solvents.
Cleaning and maintenance of the machines and the collection of excess or waste
chemicals is handled by our Chinese partners.

Used oils are handled by our Chinese partners.
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MEMORANDUM

To:  Charies Wiiamson, Dale Edge, Lowell Bradford, Cyde Cousins, Maria Trinh, Robert
Lora

From: Hugh McCauley

Re:  China Relocation

‘Confidential

Ourinital decision o locate our China operations in Hangzhou was driven largely by th fact
that our Chinese pariners aiready had faciltes there and the ciy's proximiy to the Qiantang
River. We thought that the rver access which led on to Hangzhou Bay would be suffcent to
handie our shipping needs.

As the production volume from the China plant has increased, we are seeing that signficant
Savings can be had by utiizing container Shipping companes such s the China Shipping
Container Lines, a branch of the China Shipping (Group) Company. Most ofthe container
Shipping companes utiize ports in Hong Kong and Shanghai.

‘Wrile the Shanghai port s only 180 Klometers away ffom our current location, we are incurting
‘additional logistcal steps n shipping out of Shangha.

+ Curently, our products are trucked to 2 port on the Qiantang River and loaded info
Shipping éontainers, The containers are then loaded onto barges that make their way to
the Shanghal port. The barges dock in Shanghai where the containers are officaded
and trucked to ancther area of the port where they are loaded onto o the ships that will
take them to their fnal destinations.

+ Atematively, we could ransport the proucts by truck o the port at Shanghal where
‘they would be loaded into containers and then directly onio the ships that will be faking
them to their inaldestinations. However,the rucking companies, knowing tht they are.
being used as an altemaive to the local Shipping companies to move the same products
tothe Shanghai ports, generally charge ust as much as fhe shipping companies for the.
same volume of goods.

We believe that the relocation ofthe China operations {0 th city of Shanghai wil resultin
Significant cost savings, will provide our operations with a more substaniial rban infrastructure
and il put s into a better poston to market and ship our Chinese products throughout Asia
and Europe.

Ghina Relocation Memo
Page2

We have incorporated a move of the China operations to Shanghai within the next ive years.
into the strategic planning of Riordan Manufaciuring and Riordan Indusiries. Please begin
Grafling strategic pans for now such  move wil impact your areas of responsiiity and how
your areas wil faciitate the refocation
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No.75 Jiefang Road ol
‘Hangzhou, Zhefiang HHHE
China T a )(

L

COMMENTS:
The attached ver n th local papers this moraiag,

The Yin Motor company seems t bejust  localstry,fornow. ¥in provades al ofthe motors forour ans. Weve
been trying o get ltenate souces since the begianing, bt our partnrs here ave some business or iy
relationship ith Yin and while they saythey arelooking foranofher supplier, nohing s realy happening.

‘The dinking vater story s bigeer and i already on the Chinese natonal nevs. The CCDCs ispecting evey.
business. They haven't kit u vt but t s only 3 aterof e —  week ar 20 3t best, We dow't use any carbolic
acid bt there could be phenals in some of the resins e use. Tveasked the enginers her t se f any of the
chemicals that ae being ued i the plant conld b reating vith th resins to rlease anything tose. Likvise,
e asked them f any chemicalsthat may be going ntothe severs could be causing th symptoms mentioned in

the paper. Let me knows v can us the brain povee i San Jose o this of whether t should remain fn-house.
b,

Tim asking around, but T havert heard vhat type of nspections the CCDCs condacting. I the Justlook for
casboli acid e should b akay. 1they dig deeper, they probably wort ke vatthey T ind.

5 for documentation,ifthey ask T am planning o give them a copof the Process Orerview we did for the
‘Sestinabiity Studs. Let me know i hat s olay.

2L
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Hangzhou, China: Over 63
Ppeople in Hangzhou have
reported to local hospi-
tals with a variety of
health issues including
severe nausea, vomiting,
atomach pain, diarrhea,
and discolored (blue or
green) urine.

Some of the victims are
as young as 16 months.
Of the people affected,
25 have been hospital-
ized. Three people,
including two infants,
are in critical condi-
tion and not expected to

Health officials of the
Chinese Center for
Disease Control and Pre-
vention arrived in
Hangzhou this morning to
investigate what they
suspect to be water
supply contamination.
Preliminary reporcs
indicate that a chemical
from a local business
may have contaminated
the water system. There
is also an indication
that some victims may
have been exposed by
breathing in the
chenical. Further inves-
tigation is needed to
deternine the way
exposure occurred.

The officials suspect
carbolic acid has been
flushed into the water
supply. Investigations
continue to determine
the source. Several
machine manufacturing
factories are in the
area and are currently
being inspected by the
Chinese Center for
Disease Control and Pre-

vention.

s a result of the sus-
pected water contamina-
tion, there has been a
rush on bottled water.
Stores in the local area
have their supply of
bottled water almost
depleted in under 2
hours. The price of
bottled water has shot
up because of the
increasing demand.

s
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Zhejiang, China: Today,
FHUAR, the Yin
Motor Compeny, was
impacted by approxi-
mately 400 labourers
striking for better
wages and more reason-
able working hours.
Employees’ discontent
with their pay and con-
ditions had been s
mering for a long Time
but came to the boil
when employees were
asked to devote longer
hours but are not com-
pensated for the time.

On the 18th of this
month, four to five
hundred employees
refused to get back to
the production line and
stayed in the factory
canteen after lunch.
Management initially
threatened the workers,
saying their action was
an “illegal scrike,”
and gave them just 15
minutes to get back to
work. The strikers,
however, refused to
budge. In the evening,
management eventually
compromised and
promised to give the
workers a reply to
their grievances by
early next month.

Another issue that has
surfaced through the
strike is the amount of
children under the age
of 14 that are working
ac the planc. The
children sweep up any
waste on the factory
£lo0r and dispose of it
in large containers
that are dangerous
because they must climb
up on crates to get to
the top to throw out
the waste. Many compa-
nies prefer child
labour because they are
plentiful, inexpensive, |
submissive, and agile
enough to work around
the machine floor
without getting in the |
way. To date, the

company has refused to
address the safety

issues for the

children.
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MEMORANDUM

To:  Grig Granbrg, D, of it Opratons (Abany)
Ronda ek, B o Pl Oparsions (Portas)
Robert Lo D of Plant Oeratons (China)
Crag uligan. g Produs Dovlopmart (2 £.0)

From: Mark Nefzal VP Operations.

CC Kametn Colns, Samar/P.R 80
Chranes illamsan, . Inematonsl Operatons

Dste: Faruay 12

Fe: Going Green nidatve

25 we have dscussed over e st few monir, e company W be gong Green. An utside
Consit s baan red 1o 25505 o proBucEon rocEsses 5nd 1 desn 3 SUSAIY
Ban tuill snsia us 1 conorm 150 14001 standards.

Theconsltant neads o undrstand our uren procucion process and how e cpersions
may inpact e envronment. To give the consutantat vervien | need <ach fyou o
Ererae 2 marorgnam hat descibs you roducion roces. 5entty th au materals hat
ooy 0 Tishe produe, it s . opratan of o producion e, A%
(E5cuss what types of fcts we arehaving o e envirment. Be ur o ncude 2 seps
hate 35 kg 15 lssan th Poion 54 ot aperations grerst
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dosi Gray
Febrdary 18

T'a 811 in favor of recycling papers but getting tniz
Cortitication 1% going b0 affact senuses.” Hax Snyoms run tne

i on the So3t o Zioping Up'tna production Tines o see s
to Vasta Tiquia coilection sysisn and the onsaing Sxpense
2T Raling Tha vasts sispores of si nazsrsscs msterialr 5o ve
Eno snyBoay st corcorase wno can Kill enis i3es muicnlyl

Jodi Gray, Director - Financial Planner /Budget Specialst (Albany)
Riordan Manufacturing, Inc., a subsidiary of Riordan Industries
P: 229.555.0187 F: 229.555.0199

Youmust e the chang you wan o see i the works”
Gandni
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Riordan Manufacturing, Inc.
Capital Budget Executive Summary
£ 2005

Financial Reporting Systems

As discussed in the Finance and Accounting secfion of the Riordan Intranet sit, the financial
reporiing systems ned a complete overhaul. Extensive research has revealed a state-ofthe-
arl system thatwil esolve many of the issues discussed. The remaining issues will be resolved
with infernal policy changes and additonal raning.

“The cost of this system is $1,350,000. Riordan's CFO has agreed to make fwo cash payments
of $250,000 each in January and April_The remaining amount vl be-financed through the.
bank at an annual inerest rate of 8%. The loan wil be for a term of 60 months beginning on
May 1 of 2005. The CFO has incorporated the 5250 000 payments into the cash flow forecast
but has not had ime 1o buld in the inferest expense to he financialforecasts.

Manufacturing €quipment

The VP of Manufacturing has submitied a capial budget caling for $1 millon of new
manufacturing equipment and suppiies. He estimates that this cquipment wil result in annual
‘operating savings of $250,000 over the next six years. The equipment wil be depreciated on a
straightine basis for infefmal reporing purposes.  This project has ot been incorporated o
the company's financials at his time. The VP viould like to place the equipment in service on
June 307 of this year.

Miscellaneous Capital Items

“The CFO has placed $350,000 ito the cash budget as an outfow in July o cover other capital
tems that may be required.

Cost of Capital

Riordan Manufacturing’s holding company, Riordan Industris, s wiling 1o fund projects as long
as their hurdie rate of 12% is mel or exceeded and a posiive net present value can be

Riorcan Mafsstrin, e
‘Captal Budget xecutve Summary
V2005

Page2

demonstrated. The CFO wil propose that the manufacturing equipment discussed above be
funded through Riordan Indusires.
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Chantes Wibliamoon __1ye Feb. 19 Tine 6:14 7
M Bob Lord
of X| cauen
[ Fax RETURNED
Phone L Mosne §6-577-85735649 YOUR CALL
ARERTO0E it TN X | pLease caul
Message Be: Green Plan
WILL CALL
BACK
WANTS TO
__our gantnens bere ane daing? SEE YOU
CAMETO
SEE YOU
Signed OfficeMax
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Ronald Nelis
Hark Keitzed

Rori1's

Be: Going Groon Tnitiative

e Neltzer:

L enink e Gotng Green progran is 2 great foea. X uas Jooking
Ehrough The the rocess Ouervieus fros the other plants that have
Been posted on the intranat Site ang T notices that they are
Feusing their scrap plastic. 1 Just vant Lo be Sure thit you are
Sare"That ‘seaical devices cannol use scrap plastic.

Ronald Nelis, Director - Plant Operations (Pontiac)
Riordan Nanufacturing, Inc., a subsidiary of Riordan Industries
: 313555.0131  F: 313.555.0155
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E6 Learors
Aien Tanis

Foo'"2l,

Re: Going Groon Teas

Allen — T know that San Jose’s breatning dovn you're neck on this
groen sturf but 1 Just dan't nave the tie fof anatner
onsicioa’ The boya‘an the 1ine are airesdy compiaining tnat T
Spena 311 ny Tino in acetings insteas or actusily dorxing uitn
hex: "Ana"You knou'as well s T o that unatever Carporate vants
5 st apen Snyyy ana veta1 a1 st hove o 6o 55

€4 Ledford, Team Superintendent (Albany)
Riordan Nanufacturing, Inc., a subsidiary of Riordan Industries
P: 220.555.0177 F: 229.555.0199




image90.png
Allen Tanis
The Neu'Graen Tean Leaser
Foo. 57

Re: Gaing Groon Teas

Velcone to Riordan Manuracturing!

S0 sorry to call in sick on your rirst gay. but T feel much
aore Contortable Wit Sameons a5 Knowiedseabie as you re to 1030
Ehe'Going Groen Toss. It Was 1ike puiling testn to'get the
process auerviou put together. nich Is ane ressan that e
Geciaeg o hire a Strong Leas 10aer for tne'rassinser of the
Going Green Tnitiative. Tne diggest cnailenge will be geiting
By in ang Useru1 ConEriBuTions fron the various tean emvers
Snvolved. Plesse take s 1ok at the relevanc inforastion on the
Conpany's intranet and uork on formuiating 3 prooies solving plan
£hat GRscrives hou you Uill organize ang 1ead this tesn Eo QUICK

Were's 3 1ittle bit apout sach of the tean mespers-

a sure you

KPS S Rl S do e g
i e L T TR R
Bl
opdnions uith e yel on'Ene Coing Groén Tnitiative: ang she
R RO e N ——
Firsacll Shamecrbids St fo o ot
it T R TR
e
mietiange S ol pn e
BB R R A A e

ST it sl o e ey op

Goos 1uckt

Allen Tanis, Assistant Plant Hanager (Albany)
Riordan Manufacturing, Inc., a subsidiary of Riordan Industries
29.555.0193 F: 229.555.0199
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MEMORANDUM

To: Bamartykamp
From: Giayis Trompson
Date Janiary
e OCIeses

T of e proucon employees, Georgsann Fisr and Todd Shae, have dependanty
2pproachad e o GScuss  concars ovrou podlct UK. CoCung nessres
70 st 8 ot has 153 m changes i b v and sl Sonvd.

Gaorgea sy trt she s s productscoming ut ofirming vih b st in e st
o e bt rfectad e empiyees St For 6.4 Wih 55 e 1 oy
Spent on raiingsnd fewerqualychecks, hese prodicts re s on o shippingsnd 012
orkers s Y SsSd they s nt i S e ey GLorgEEnn ks
Uit 3 Goser' e i o Gomac e Smlayess, JHen s hoe mentoned it
e Froducion Corrl Tachrcans o duty.She ha been o hst roducion o ae 5203
et 20y Qa5 vl b o2 By v vl O

Todd s rapots ht i conistency f te plastc on he stents seems o change fom st
it 2nd ity tmes 3 uch mors s Wnen he panted s vt 1o he
o Congol Tochmons. e 130 1t £ wory an it e il G ol stch
iy raamsTad o o at S of s FEndS 1 PP P 1 ot ey
SR ka3 Braducts ek Wers CaGHE ok St e 553 exes and hppec

e ar allconcemed sbou these ssues. Notony doss poo ualy et adl o our
Gompany snf S 5 IOty 11 ong . B ShRG mASSs dies i
uaStonasis uslty = 8 mater o e and death
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MEMORANDUM

Tor Maros Prnero
From: Gladys Thompson
Date Marh
e OCissuss

13m Glagys Tnompson. |am 2 Team Superintendent a he Pontas, Mihigan iant On
Sanuary o 15nt 8 mamo o Bamard Nykamp, W AGSian Fiant anager st he Poniseplan.
V3 staching 3 copy o hat mamo foryour o

y Januay 6 mem dooumented concers, i By o ot producion smployees, 2 0
4 gty o 1 oAU b produosd byt Fant: et lowng oS Famng 57d
aualty conio. The ssves mertoned ncluded

+ Improper rinming onshgped srodict

£ Varistons i enss oharasertes rom shit-shit

- Shipping of rackedorbroven prodcts

st th sarousness ofhes ssue, my memo ras ot been addressed y M Nykamp. |
e i spas o it abot . o 0GeaS5i0n, bt S o s e 1t £
yastgeing. HOWEVEr. 10 ons s come ook o ma r e roducion emsloyees and 10
changa n g o sy conrl Pave b mage

L hoing tat 25 e overall QualyManager you wil e bl 0 ddress these concers.
Thark jou

Enl Wero tan 00
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MEMORANDUM

To:Bamartykamp
From: Giayss Trompsen.
Date: Janiary
Re OCiesues

T of e procucion employees, Georgsann Fisr and Todd Share, have dependanty
2pproachedm o s ik concas ovrour poACt uay. CoCuting massres
P st 8 onts has e mchanges i bl Faning and iy Conve.

‘Gaorpea says that she s s productscoring ot frirming vith b st s st
o e ot e re emplyees St For 0.4 Nih 55 e 1 oy
Spent o raiingsnd fewerqualychecks, s prodcts re Pasding an o siping snd B2
ke a1 Y v et hey ar nt g S Gbe canEcy. GLOTGERnn & ks
Supsnvor 4 doss s bl o Corectciner Sployess. Hhen sh Ps mantones s
ha Producion GotrlTechicans on dusy. she as been 13 producon 3o ae 520
et 2y ey s il s 2 By v .

Todd s rapats ht e conistency f te platc o he stents seems o change fom shit
it and ity tmas 3 much mors ot Wnen he pont s oyt 1o he

B aion Congol Tochmons. ne 130 i 31 wory an it e il G ol stch
iy ravams. Tad o o at S of s EndE PP PV 4 ot ey v
SR Sk arapped Broducts ek wers CaGHE 1 Boken ot e 553 e and ppac

W3 llconcemed sbou hse ssue. Notony doss poo ualy reect adly o our
Gompany snf il S 5 rOBESy 1 ong . Bt ShpG mABea Seies i
Siorsiie ualty s 3 e o e and e
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Marcos Pinero
2156y3 Thompson
ar: 32
o heno

Report. quality control issues througn the proper chain of
Connana.

Marcos Pinero, Quality Manager

Riordan Manufacturing, Inc., a subsidiary of Riordan Industries.
P: 408.555.0157 F: 408.555.0162
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Lowe11 Bragor
Hark Nederer
Har 3,
Siupoona / zPD

Hark:

€T Corp.. our statutory agent. cailes inis morning. Tney nave
Sccaprey seryica ol 3 Mubpamns Sn s Raquest for Froguction o
Bocumants: " T an't Rave ai1 of the sarsiisy bur It appaars Lo be
Feiaten th o' 1Sl against 5 nospital n Onio in'a sronarul
Gesth'Sult.” Tha subpaena 15 siractes Lo Somone uno con variry
Giabiy Cantro recoras 1n relation fo 3 promucLian run of

ents! U nave not een nases. in the 1abeuits but here are 3
Riaer o Jonn Bos serensnis 1isten in he cose caption

€T Corp- will nliver the paperuork to Litteral & Finkel this
Sreernaon' T Callea Lee Finker and told his to sxpect it. Lee
Sintionea that unile this 15 ne rirse foraml pleadings over the
T35¢ four or {140 months they'va responded o St 10ase four
attornays no uere 1AToraally aaking siaiiar requests. Leq ants
£ uaKe Sure that tnis 1Sn'c the L1p of 3 much 1arger pravien
Are"Jou free to nave lunch uiin Lee and ke on Thurdaays

Lowell Bradford, J.D. Chief Legal Counsel
Riordan Nanufacturing, Inc., a subsidiary of Riordan Industries
P: 40B.555.0159 F: 408.555.0173

“Common sns oo ke gosd ™ Wil O Do
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MEMORANDUM

To: Vuomme Mitan
From: Gladys Thompson
Date Apil2

e QClssues

1m oy I bebtheringyou i s M. N, but | 3m a3 ss 5 10 how | shoukd
proceed I m Gladys Thompson. |3 2 Team Suparindent at e Poniac, NicHgan ant.
B sy 5| san 2 marm o Barmarc Nykam, o A<aantFan Mansger t e Fareas
it tling i sboutsome ualty and ¥afing concams tathad e ased by o o he
Eroducton waers

. Nykamp i ot espon o my mernoand when  woul 3 Fir about 0 an ol
Seking,ha ol put et Since T NG 2 ok deang Wk o conoaT, | 3t 3
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