BASIC ELEMENT
LEADERSHIP DEVELOPMENT CENTER
PROPOSAL

BASIC ELEMENT
5/18/2010



LEADERSHIP DEVELOPMENT CENTER
PROPOSAL
December, 2005

Purpose

To establish a Leadership Development Center for the identification, selection, assessment, development, and deployment of leadership talent in
the most critical roles in the Basic Element companies, and to develop and implement a talent philosophy that will attract and retain key talent at
all levels to ensure the sustained growth and success of the business. The Center will function as a resource, a center of excellence, for all the

sectors and businesses of the Basic Element Group.

Introduction

In today’s fast-paced business environment and highly competitive labor market, organizations have high expectations of their leaders. The ideal
leader is flexible, proactive, possesses strategic thinking and analytical skills, is culturally competent and adept at competitive positioning. To
attain this level of leadership, the organization must be committed to leadership development. This commitment begins with the establishment
of a strong partnership with the Board, CEO and senior management in the leadership development process. Effective leadership development

encompasses four key areas:

1. the speed required to forward the development of leadership talent;
2. determining the most effective leadership models and methods;
3. wisely investing time and money for leadership development; and

4. clearly demonstrating the success of leadership methods

A recent survey of 240 major public and private companies on effective leadership development notes that the top 20 companies have formal
leadership programs and 90% have formal leadership competency models. In addition, these companies integrate their leadership competencies

into processes for selecting, developing and assessing leaders.
5/18/2010 )



Further, research shows that organizations that approach leadership development with a process are among the most successful and high-

performing organizations. The most successful leadership development processes contain all or most of the following elements:

e Assess leader styles and motives and determine their impact on climate and performance.

e Create customized, competency-driven leadership models to support the organization’s strategic goals.

e Focus on and expand the emotional intelligence of their leadership (e.g., self-awareness, self-management, social awareness, social
skills).

e Demonstrate a strong commitment to extensive development and coaching efforts.

e Measure and reward both leadership development and performance.

Extensive use of assessment tools, developmental experiences, and coaching/mentoring have shown to be the most effective methods of

leadership development among the organizations studied.

Equally important is the development of the right talent philosophy aimed at attracting and retaining the potential talent to ensure a continuing

supply of leaders for the future.

In development of a talent philosophy, the key question to answer is; “what percentage of leaders does the organization want to develop vs. the
percentage of leaders to be acquired?” The organization’s strategic ambitions as set out in the medium and long-term strategies are pivotal to
determining the appropriate human capital policies, practices, and subsequent factual success. Some of these questions can be answered by

reviewing the company strategy and comparing it to the business/environmental realities using the model below.
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The right mix of external acquisition vs. internal development (30/70, 40/60, etc.), or philosophy, will emerge from the careful analysis of
supply and demand factors and the development of the appropriate tactics and resources to address the present and future talent needs of the

organization in the labor markets where the organization operates.

Leadership development, and the talent management processes to support leadership development in the Basic Element organization, will be

explored in detail in this document. Success will depend on an equal focus on both.

Current Situation
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Founded in 2001 Basic Element is the largest asset management company of private equity investment funds specializing in strategic

investments in promising sectors of the Russian economy.

Assets of the funds managed by Basic Element are concentrated in a variety of industries of the economy: non-ferrous metallurgy, coal and

mining, automotive production, energy, timber and aviation industries, finance and insurance, agriculture, etc.

The Company's activities include exploring investment opportunities, raising funds for investment projects and adding value through effective
asset management. The Company’s main strategy is to increase the long-term value of its portfolio companies by taking a pro-active role in their
development and mutually advantageous partnering with other investors. The Company’s primary goal is to achieve high rates of return on

capital invested.

The Company has recently restructured and placed the portfolio companies into a number of sub-holding companies in which the companies are
segmented on an industry related basis. The changes in structure and the addition of several new businesses, has created the need to revisit the

leadership competencies required to successfully operate in the new environment.

In addition, most of the senior leadership positions in Basic Element and the portfolio companies have been filled externally in the past.

Retention of persons in key positions has also been an issue for the organization.

Senior management and the shareholder have determined that a focused, structured approach to leadership selection, development and

deployment is needed to meet the future leadership needs of the organization. This proposal will address those needs
Proposal

As mentioned earlier in this document, leadership development and the talent management processes to support leadership development go

hand-in-hand. The following processes are important for the success of the project.
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Staffing

Performance management
Succession planning
Learning and growth
Leadership development

Retention

An additional process that is extremely important to this project, and to the overall success of the organization is constant, effective
communication and demonstration of the organization’s (BE, Sector, and business) strategy, vision, mission, core values and governance

procedures. The current leaders of the Basic Element and all the businesses have to lead by example.

Staffing
Staffing is the obvious place to begin building the leadership development process. Where and how talent is sourced; how talent is assessed;

how talent is hired; and how the talent is brought onboard are the key issues.

First, let’s look at where and how talent is sourced. Demographics play an important role in this area. Research shows the Russian population is
shrinking by around one million people per year. This fact equates to a dramatic reduction in the labor pool in the coming years. In addition,
Russian universities are experiencing a dramatic reduction in student enrollment. A 40% projected reduction in university enrollment in the next
five years is an indicator of future problems. This affects the pool of “qualified” candidates available for employment in the coming years.
Couple these facts with the highly competitive labor market, and serious situation is developing in the fight for qualified talent. To optimize the

process of developing high quality leaders, you need to begin with the right talent.

Currently most employees are sourced through recruiters and search firms. This is an expensive and time consuming process and does not

always yield the optimum results. Three essential organizational measurements or metrics are adversely affecting by the dependence on the
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agency recruiting; time to hire, cost to hire, and most importantly, quality of the hire. In simple terms, we are searching for the talent, the talent

is not searching for us.

The solution is to improve the organization’s position and reputation in the market generally and the labor market in particular. This is done by
focusing in three areas: employment branding, building stronger working relationships with colleges and universities, and candidate relationship

management (CRM).

Employment branding involves building a positive public image in the labor markets where the organization operates. This is done by
developing and implementing a labor market communications plan that highlights the positive opportunities afforded by pursuing a career with
the organization. Employment branding would work in conjunction with the current PR campaign by emphasizing the advantages of being
employed with the organization such as; development opportunities, career opportunities, association with a market leading organization, etc.
Measurements of success would include; increased number of unsolicited CVs, increased number of qualified candidates per open position,

increased market value, and better retention of key people.

Building stronger working relationships with colleges and universities will provide two main benefits to the organization: 1) create an
opportunity to influence the content and quality of the business education programs; 2) build a strong relationship with high quality students

before they graduate and are on the labor market.

An added benefit of establishing quality relations with colleges and universities is the building of a strong employment brand with a key

candidate segment.

Candidate relationship management (CRM) is applied to recruiting practices much like customer relationship management is applied in
marketing. It involves building a network of potential employees, or a candidate pool, of high quality, passive candidates. A passive candidate is
someone not actively seeking employment. These candidates are some of the best people in their field currently employed elsewhere, or a

consultant or functional expert, or a high-potential student. This is the same practice that search firms use in building relationships and networks
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of potential candidates for future roles. There is software on the market today that can assist in managing this process internally. This can create
a great opportunity for the organization to fill future openings quicker and more cost efficiently than going through external sources. Building
and maintaining an internally managed candidate pool for the key future openings in the organization increases the chances of selecting the

“right” person for the role, and thereby increases productivity, retention and quality of hire, all of which add long-term value.

High quality staffing procedures and processes are fundamental building blocks of a successful leadership development program.

Performance management

Performance management in and of itself is an important process for any successful business, but it is a critical component of the leadership
development process. A well documented performance history is one of the main factors used for selection and development of future leaders.
An individual’s performance history, coupled with some form of skill and competency assessment, along with a supervisor recommendation are
the basis for selecting candidates for leadership development programs. In the most successful global companies, performance management is

one of the fundamental drivers towards achieving enhanced business performance, and performance appraisals are conducted twice per year.

As with all the processes mentioned in this document, the performance management process should be linked directly to the business strategy.
An individual’s performance record should meet certain minimum standards over time to qualify a person for consideration in a leadership
development or succession planning program. The minimum standard will be determined after further study of the businesses involved in the

program.

Although the performance management programs do not have to be identical in each business, there should be a common correlation to an
overall minimum standard set for an individual’s inclusion in the leadership development or succession management program. This will allow

for the use of developmental assignments and developmental experiences across all the businesses involved in the program.

The performance management system to be used in the Leadership Development Center will be comprised of the following components and

processes:
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e An electronic review and appraisal system

e Be user friendly by employing “drop-down” menus and text

e Have a self-assessment function; supervisor assessment function; and a second-level review function

e Semi-annual performance reviews and quarterly discussion reminders

e Analytical and reporting capability

e Active interface with other management systems (rewards, succession planning, personnel database, etc.)

e Direct linkage to the business strategy

Succession Planning
Is a structured process for the identification, development and deployment of talent to fill leadership positions (critical role holders) of the

organization in the future. Succession planning serves as a “roadmap” for the leadership development process in the organization.

Succession planning is actually comprised of two related processes; succession planning and replacement planning. The process begins with the
identification of the critical role holders in the organization. For Basic Element this would include approximately 100 role holders in senior

leadership and key functional positions.

On a broader scale there is the succession planning process itself, which is a long-term (7-10 years) approach to filling key leadership positions
in the organization. The process involves building a pool of high-potential individuals with a broad range of knowledge, skills, abilities,
competencies and experiences that are capable of filling critical roles in the leadership of the organization. Charts (see Appendix 1) would be

developed for each individual in the succession plan, and all of the identified critical role holders.

Replacement planning is a sub-process within the succession planning process that addresses the short-term (1-3 years), or the immediate

replacement of key role holders caused by expected or unexpected openings that will or may occur. This would involve developing charts like
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the one in Appendix 2, that identifies the critical role holder and three (3) candidates who are capable of replace the key role holder in the next
1-3 years. This process, once developed, would be managed by the Leadership Development Center and actively reviewed and revised twice a

year by a committee of senior managers, led by the CEO.

Information technology is a key element for the success of this process, as with the other processes discussed in this document. Having the
appropriate system that can link the information from all the processes involved into a format that will facilitate management and decision

making, will ensure the right people, are selected for the right role, at the right time, and for the right reasons.

Succession planning is the main reason for having, and the driver of the leadership development process. A ten step approach to developing and

implementing a succession planning process is recommended.

Get senior management commitment

Review the company business plan

Establish a systematic approach

Identify covered positions

Develop competency models for the covered positions
Identify and assess potential candidates

Match candidates to the covered positions

Identify gaps/potentials

A S N I e S

Set development goals

10. Implement development goals

An additional and essential step in the process is the continual measurement and adjustment of the program as needed to meet the changing

business needs.
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Learning and Growth

When discussing learning and growth as part of the Basic Element leadership development process, we are focusing equally on the individual’s
learning and growth, and the organization’s learning and growth. This referred to as knowledge management. There are many definitions of
knowledge management, but for the purposes of this project we will define knowledge management as the ability to effectively answer the

following questions:

e How can what an individual learns and knows be shared with the organization?

e How is this knowledge captured and stored?

e Can the individual’s knowledge have an immediate and/or future impact on the performance of the organization?
e What is the most effective way to share this knowledge?

e What value will the sharing of the knowledge add to the organization?

e How will that value be measured?

For learning and growth to be beneficial to both the individual and the organization, an approach that uses a combination of developmental
experiences and developmental relationships is recommended. This approach will be explained, but first let’s look at the traditional approach to

learning in most organizations.

The approach to learning and development in most organizations is sending an individual to training. It may be a training course provided by a
local supplier, an advanced course from a global learning organization, or a program provided by a business school or college/university. The
individual learns a new skill which they may or may not be able to apply when they return. This could be for a number of reasons; the culture of
the company does not allow for creativity or change; the individual’s supervisor does not see the need, nor understand the reason to use the new
skill or knowledge; there are no processes or procedures in place for the individual to use or share the new skill; or the skill does not support the
strategic direction of the organization. If this happens it results in frustration and disengagement of the individual with their role in the

organization. Therefore, the individual actually becomes less productive, or may eventually leave the organization taking the new knowledge
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and skill with them. The traditional approach to development in many cases, particularly in the Russian labor market, adds to the “market value”
of the individual, but does not add to the market value of the organization. A balanced learning and development approach is needed for

optimum success.

At the same time that individuals in the organization are being sent to traditional development courses, the organization is employing the
services of consulting firms to assist in addressing current issues or projects facing the organization. Consultants are expensive and usually only
develop “recommendations” as to how to address business issues. There is no “ownership” of the issue or the recommended method of

addressing the issue. Therefore, limited success is the usual result.

For Basic Element to get the most value from learning and development activities, it is recommended to use a developmental experience and

developmental relationship approach.

First, developmental experience is a process for developing high-potential employees by using groups or teams of the high-potential employees
to address current or future business issues of the organization. Working with industry experts and/or leading business schools, “living cases” or
actual business problems or issues are analyzed, addressed, and solved. The “living cases” are developed using the actual problem or issue the
business is facing, and the learning for the employees involved is built around what skills and knowledge they need to develop and implement
the solution. Hence, the high-potential employee is receiving the development they need to grow and become a future leader in the business, and
the organization is receiving solutions to actual business issues. A win-win situation evolves, where the employee learns and the organization
gets a solution to the problem. Another desired result of using this approach would be spending fewer resources (time and money) on training

and consulting.

An added advantage of using this approach is that, the knowledge stays with the organization even if the employee leaves.

Developmental relationships would involve the working relationships mentioned above (working with industry experts or professors) and the

creation a coaching and mentoring programs for the organization. Coaches would be assigned to each high-potential employee and help the
5/18/2010 12



high-potential employee deal with the stress of the role and the policies, procedures and culture of the organization. Mentoring is more of a
personal relationship that helps the high-performing/high-potential employee with career management and work/life balance. Both of these

programs are essential for the success of the leadership development program and will be explained in detail in a separate document.

In summary, learning and growth involves finding the right balance between the needs of the individual and the needs of the organization.

Leadership Development
“Strong management without leadership becomes static and bureaucratic.... leadership without management is volatile and can become
perverted by egomania.”

John P. Kotter

As John Kotter states above, it is a problem if the organization has all leaders or all managers. The most successful organizations have the right
combination of both. Looking at the MBTI personality type chart below you will see that all individuals fit into one of the sixteen boxes.
Everyone has traits, tendencies, or ways of doing things that have been developed over their lifetime. National culture, family, early education,
etc. all play a part in how we view the world, and in this case, how we do business. For purposes of the Basic Element leadership development
program, leadership development is the terminology used, but in reality finding the right combination of leaders and managers for each business

is the ultimate goal.
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Leadership/Management Styles

Myers/Briggs Type Indicator (MBTI)

Responsible Accommodating Inspirational Perfecting
Manager Manager Leader Leader
Does Things Right Serves People Inspires Others Improves Everything
Solution Observant Idealistic Holistic
Manager Manager Leader Leader
Addresses Expedient Needs Is Sensitive to All Seeks to Transform Society Pursues Logical Purity
Realistic Enthusiastic Opportunistic Inventive
Manager Manager Leader Leader
Gets Things Done Makes Work Enjoyable Discovers Possibilities Finds New Insights
Achieving Facilitating Persuasive Conquering
Manager Manager Leader Leader
Accomplishes Objectives Provides Help Articulates Values Drives Toward Goals

Previous attempts to establish a formal leadership development process at Basic Element have met with limited success. The main reasons for
this result were; the process was developed and implemented as a stand-alone process; and, no ownership of the process by the businesses and
senior management. Senior management and the businesses must buy-in, or in other words, take “ownership” of the leadership development
process for it to be successful. In addition, the leadership development process has to be directly linked and integrated with the other human
capital processes in the organization, and, that all the human capital processes support the organization’s strategy. This is a critical factor for

success of the program. This “holistic” approach is the basis for the Talent Philosophy of Basic Element mentioned earlier in this document.
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The talent philosophy recommended for organization over the next few years is to fill open leadership or manager positions as indicated below.

e End of year 2 — 30-40% of open positions internally filled
e End ofyear 3 —50% “ “ « «
e Endofyear5—60% “ « « «
e End of year 6 — 70% e “ « «

Given the diversity of businesses, and the strategy of the organization, a 70% internal fill rate is probably the best ratio for optimum
performance and growth. However, the talent philosophy should be reviewed periodically and adjusted to reflect changes in the environment

and the organization.

Also, when it is mentioned to fill positions internally it is intended to mean, fill the open positions from within the group of Basic Element

companies, and not within any specific business.

The diagram below represents the leadership development strategy proposed, including the timing of development and the linkage to other
human capital processes. External hires would only be brought into the process at the “high-potential” and “critical role holder” levels; external
recruiting at the high-potential level would involve bringing in candidates from leading business schools or from the CRM process; external

recruiting at the top level would happen when new skills or abilities are needed or when no internal candidate is ready to fill the position.

Performance management would be a key factor in the leadership development process. Minimum levels of performance would be required to
enter the program, performance would have to be maintained at a certain level to remain in the program, and the level of performance would be
the leading criteria for determining a candidate’s readiness to move to the next higher level in the program. Along with performance, assessment
and leadership review committee recommendation would be the factors considered in readiness to move up (or out) in the program. Formal

performance reviews for persons in the leadership development program would occur twice per year coupled with quarterly meetings with their
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supervisor to discuss performance and progress to plan. Individual development plans (IDP’s) would created and maintained for each person in

the program.

Leadership Development

Critical
Role Internal/

Holders External

Managed by LDC/BE Internal

(IDP &, IRP&)

igh -Performing Internal
Performance Management Pool

Succession Planning

Managed by sub -holdings

1-3yrs. Internal/
External

Managed by businesses

Internal

.
Staffing
Learning/Growth

Talent Mission Performance,
Management Vision Assessment,
Practices Core Values Recommendation
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Staff and Timeline
The leadership development/human capital project will use a five stage process to expedite and optimize the results. The five stages are:

discover, design, develop, deliver, and deploy. Each stage is defined below.

1. DISCOVER: identify, analyze, and clearly define the “gap” between where the organization is now and where the
organization wants to be in the future with respect to human capital practices and leadership development.

2. DESIGN: create a systematic practice and process for closing the capability “gaps” at all levels.

3. DEVELOP: identify and align the resources needed to effectively and efficiently implement the capability building
process.

4. DELIVER: the capability building solutions (human capital processes, leadership development) to the trial businesses or most
critical areas of the organization.

5. DEPLOY: the human capital/leadership development practices and processes across all the businesses once they are evaluated and

proven effective.

The project timeline below identifies the major processes involved in the development of the systems and the implementation of the systems and
practices in the initial target organizations (i.e. RPA and LPK KM). In addition, each major process may have several related sub-processes
critical to success. These sub-processes will be identified and added to the timeline upon further evaluation of the businesses. Total estimated
time for the project completion is three (3) years. However, deployment to all businesses under the Basic Element umbrella may take longer

than three (3) years if there are major changes in the strategy or structure of the group.

Although the project ends in three (3) years, the processes, practices, procedures, and systems have to continue and become part of the everyday

operation of each business. Periodic review and continuous improvement of the processes and systems is the key to long-term success.
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0 |@  [TaskName Duratien Start Finizh Qi 2, 2005 |Qir 2, 2005 |Qir 1, 2008 |Qir 2, 2008 |G 2 2008 |air 2, 2008 |air 1, 2007 |
1 Human Capital'Leadership Development Cents 635 days? Mon 100305 Fri 37108 . . . .
Z Staffing 540 days Maon 2/6/06 Fri 212908
3 E Employment Branding 500 days WMon 43406 Fri 2/25/08
4 E Collegs relations 200 days Mon Fri 11/110/06
5 E Candidats Relationzhip Management 180 days Mon &4/10/06 Fri 121506
6 Performance Management 366 days  Mon 100305 Fri 2123007
7 [ Source, select, inztall software 90 day=| Mon 10/3/05 Fri 2/3/06
2 E Integrate PM process 180 days Mon 31306 Fri 11117108
9 E Create leaderzhip development interface %0 daysz Mon 2127 Fri&/30/06
10 E Establizhiimplement the strategy/rewards i 180 days Fri 2/23/07
1 Succession Planning 253 days  Mon 11/21/05  Wed 11/8/06
12 E Develop plan 30 daysz Fri 1/13/06
13 Senior mgt. commitment 15 dayz Fri 2/3/06
12 Develop ystem and identify positions cow %0 days Frig

15 E Develop competency models 120 days| Mon 12/12/05 Fri S/28/0
16 E Azzezz and match candidates/positions 120 days Thu S/25/08 | Wed 11/3/
17 E Conduct gap analysiz 80 days Mon 1/30/08 Frii21

12 E Set and implement development activitiez 180 day=| Mon 11/ Fri 7i28
19 E Develop/implement review timing/process 30 days A Thu &

20 Learning and Growth 344 days Tue 11105 Fri 2/23/07
21 E ldentify buginess schoolz and establizh rel 100 days Tue 111405 Mon 320/08
22 E Design/create developmental experiences 120 days Wan Fri 11/110/06
22 E Implementievaluate first dev. Exp. 80 days| Wed SM7I08 Tue 8/18/06
24 E Createfimplement coaching/mentoring prog 120 days Mon 8/11/06 Fri2/23/07
25 Leadership Development 506 days? Mon 11/21/05  Fri 10/26/07
28 E Get approval for the BE leadership model 1day?| Mon11/21/05| Won 11/21/05
27 E Link the HC processes to the LD model 285 days WMon 64506 Fri 104268/07
28 E Select, install and train the process mgt. =c &0 days WMon 148406 Fri 3/31/06
28 E Develop IDP's for all participants 120 days WMon 4/ 5 Fri 10/5/06
30 Retention 460 days Mon 6/6/06 Fri 3/7/08
&l E Develop IRP's for hi-Po candidates and key 80 days Mon 7/31/06 Fri12M/06
22 E Develop and implement retention strategy 2 &0 days KMaon 5 Fri 8/25/06
33 E Communicate/train mgrs. In retention proce S0 days KMon 105 Fri /507
24 E Developdimplemsnt engagement system 400 days Mon &/28/06 Fri 3708
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The staffing structure proposed for the leadership development/human capital project is designed to ensure the success of the project; control
headcount and costs; serve as a developmental resource for the employees involved; and to enable the rapid deployment of the processes and

procedures across the businesses. The project staffing structure is illustrated below.

Leadership Development Center

Business employees
LDC Full-time employees
Project assignments i 1 yr.

The staff would consist of six (6) full-time employees: a director, an assistant/translator, 3 practice leaders, and a project/event coordinator.
Three (3) of these employees are already in place. Two (2) of these employees would be on temporary 1-year assignments from one or more of

the businesses. These persons would be high-potential HR or operations employees and this assignment would further their development and
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prepare them for future opportunities within the organization. Using this approach we can develop 4-6 future HR managers or directors over the
course of the three (3) year project. The final position, project/event coordinator, would be a specialist level position and sourced internally if

possible.

The project teams and taskforces in the chart above would consist of employee teams from the target businesses, plus functional participants
(HR, IT, Finance, etc.) from other businesses where the processes developed by these teams would implemented in the future. This should
reduce the time and cost to deploy the processes across all businesses. Some of the taskforces and teams would also be comprised of individuals
from the talent pools and participation in the teams would be part of their developmental experience. We can actually use the building of the

leadership development process as a tool to develop some of the future business leaders.

An added benefit of having potential future leaders involved in the design, development and deployment of the human capital processes is a

better understanding of how to manage this valuable asset.

Retention

Keeping the best people, in value-adding roles, and keeping them actively engaged in producing high quality results is always a challenge for
any organization. It is particularly challenging in a very competitive, and shrinking labor market. To meet this challenge the organization needs
to adopt a “risk management” approach to the issue of retention. This involves segmenting the employee population into three (3) groups: the
top performing 20%; the middle 60% of average or above average performers; and the bottom 20% of performers. The organization’s retention
efforts should be focused on the top 20% and middle 60% of the employees, and no retention efforts directed to the bottom 20%. This does not
mean there should not be an effort to improve the performance of the bottom 20%, it means the organization should focus its efforts and
resources on the segments that add the most value. In this way the organization can better manage the risk associated with losing a high-

performer, or in other words, loss of a high-value asset.

Retention efforts for the top and middle segments would consist of practices such as; employee engagement, job enrichment, job enlargement,

flexible work schedules, work/life balance programs, recognition programs, a rewards system that reflects the efforts of top performers, career
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management and development, mobility, etc. Individual retention plans (IRP’s) would be developed for the 20% of the employees in the top

performing segment.

The IRP process would start with an initial interview with a qualified HR professional with each individual in the top 20% performing segment.
This interview would extensive, 3-4 hours, and comprehensive. The interview would cover both personal and professional motivation, fit with
the organization culture, work/life balance, and current and future working relationships. In addition, various assessment instruments would be
used prior to the interview (engagement survey, skills assessment, motivation, etc.) This interview would be followed by a consultation between
HR and the employee’s supervisor to discuss possible actions to be taken, and what are the risk/rewards of these actions. Following this
meeting, a meeting with the employee, supervisor, and HR representative would occur to discuss possible actions or changes that may occur in
the employee’s role or responsibilities. The IRP would also be discussed at the semi-annual performance meetings between the employee and

supervisor. The IRP’s and IDP’s can be combined for the 20% of employees in the top segment.

Goals
2006
e succession planning system in place for RM and RR sectors
e software in place to support leadership development and human capital programs
e project fully staffed and trained
e coaching/mentoring program established in first business (developmental relationships)
e assess and select first 300 people for talent pool(s)
e assess and select first 50 people for high-potential pool
e baselines established for HC metrics (and tested for first location)
a. time to productivity
b. engagement (ROI compensation)

c. quality of hire (by recruiting source)
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d. leadership assessments
e. ROI for training
f. retention of key employees
g. candidate quality
e select and build effective relations with leading business schools
e develop and implement “developmental experience” for first high-potential group
e establish strategic alliance with HCI and other leading professional groups (development of HR/HC functions)

e competency models developed for leadership positions

2007
e 1500 people in talent pools
200+ high-potentials identified and IDP’s/IRP’s developed

e 50 high-performers identified and assessed for critical roles
e HC metrics in place and measured
e Succession planning system deployed to other business sectors

e 40% of TOP 100 positions filled internally

2008
e 50% of TOP 100 positions filled internally
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Resources

Society for Human Resource Management (SHRM)
WorldatWork (WaW

Human Capital Institute (HCI)
Mercer HR Consulting

Saratoga Institute

Cranfield School of Management
Thunderbird University
Workforce Magazine

McKinsey & Company

Financial Times

International Herald Tribune
Wall Street Journal
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Sample Worksheet

NAME:
Vladimir Putin, Jr.

WORK HISTORY:

EDUCATION:

TRAINING:

DEVELOPEMNT:

5/18/2010

Basic Element

Succession Planning Worksheet

AGE: M/F: LOS: TIP:
32 M 4yrs. lyr.

Production manager
Regional Director
Finance Director (current)

VP Development (next)

Degree in Language, University of Moscow

MBA, Harvard University

Basic Management Skills
Interviewing Skills
Supply Chain Management

Leading Teams

Looking Glass
BE Leadership Development Program

Perf:
4.6
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NEXT ROLE:

5/18/2010

Leadership at the Peak
Ready Now
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Appendix 2

Basic Element

Replacement Planning Worksheet

Position: Senior Vice President Operations

Name Age M/F LOS TIP Perf. Avg.
Current: Vladimir Putin 58 M 13yrs 6yrs. 3.2
Replacement
Now: S. Vershinin 33 M 6yrs 1.5yrs 4.7
0-1yr: V. Novikova 29 F 2yrs 2yrs 4.2
1-3yrs: G. Martynov 25 M Syrs Syrs N/A

Comments: Sergey is ready to move to the position at anytime. Vladimir’s poor health and decline in performance over the past two years may

facilitate a move in the very near future.
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Victoria is also ready and needs to be in a challenging position. She is qualified for several positions

Gregori is new to the organization and position, but has an MBA from INSEAD and graduated the top of his class. Very aggressive

development plans are in-place for him.

LOS - length of service Perf. Avg. — average performance rating over last 3 years

TIP — time in position

5/18/2010
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