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(Leadership system)



WHAT IS "LEADERSHIP SYSTEM”

« FORMAL AND INFORMAL ORGANIZATIONAL STRUCTURE,
POLICIES, AND PROCEDURES THROUGH WHICH
LEADERSHIP IS EXCERCISED.

« ITS KEY ELEMENTS INCLUDE THE MECHANISM FOR
MAKING, COMMUNICATING, AND EXECUTING DECISION,
AND FOR SELECTING AND TRAINING LEADERS AND
MANAGERS.

Business Dictionary



Why is a Leadership System Important?

« It clearly sets expectations for the roles and responsibilities
of leaders as they lead.

« It helps the organization:
Screen/ interview /hire potential leaders
Evaluate current leaders
Promote current leaders

Develop current and future leaders



Why is a Leadership System Important?

« Establishes a proven and continuously evolving approach to leadership

« Helps an organization to deploy the wisdom and the approach of the

current and past leaders

 Provides a role model for other process development activities in the

organization



A&T's LEADERSHIP SYSTEM

Continuously Set

Improve Direction Be Role Models

takeholde
Requirements
and
Expectations

Customer
Work Force
Suppliers
Community
Shareholders

Develop, A -
Motivate Reward, Analyze L &P Empower
Employees and " Performance Plan Teams

Recognize
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Understand Stakeholder
Expectations

Stakeholder
Reguirements
and
Expectations

Customer
Work Force
Suppliers
Community
Shareholders




Set Direction

| Set Direction

 Vision and Values
* Policy

* Priorities - Quality,
Schedule, Cost

Be Role Models
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|Organize, Plan, and Align

"l « Program functions

=1 « Strategic and operational
planning

« Goals and measures

« Team accountability
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Perform To Plan
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Pe_rform to Plan

Analyze * Process management
s lqnt:liles] + Plan implementation
* Performance review/
management action
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Develop, Reward & Recognize
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Develop, Reward,
Motivate and Recognize

Suldla-1-18 « Employee development
» Work force rewards
« Performance recognition
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Learn & Improve

Continuously
Improve
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A&T's LEADERSHIP SYSTEM

Continuously Set

Improve Direction Be Role Models
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A Simple Leadership System

Continuously What Will

Improve We Do? Be Role Models

Get Better
Next Time

Motivate
Employees

What Do
They Want?

e Who Do | Do
Stuff For?

Give Everybody
Their Part

Thank The _
People Who Analyze Nike — Just
Made It Performance| Do It!

Happen!

Empower
Teams
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Tounssuadans (Organization Culture) wunade .......

"A system of shared meaning held by members that distinguishes
the organization from other organizations” (Robbins: 2003)
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Mission/Vision
Values
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Goals Values 2
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Objectives Practices 2
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Activities Behaviors
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Results
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CORE VALUES AND CULTURE CULTIVATION LADDER

Commitment Achievement
Work
. Bovernance
Acceptance Practice
q Motivation
Norm
Understanding Trust
Knowledge
Facilitation

Awareness .
Reinforcement

Stimulation
Communication



“Culture eats strategy for breakfast”

— Peter Drucker
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Senior Leaders Create A Focus On Action To Achieve

Requirement g
1 the Mission Growth Through Customer Loyalty
Achieve DCF’s | 1. Monthly 20 Group BPR meetings repetition of the
Mission & Set | KSDs & needed action plan review (SPP, Step @’)
Expectations | 2. DFR distribution to every employee
for 3. Communicate via Socialcast, e-mail & walk-rounds
Performance | 4. Participate in community events & board membership
[dentify |. FORD Process integration using back page of DFR
Needed 2. Employee survey comments & action plans
Actions & 3. Design new/updatc cxisting process
[mprove DCF’s | 4. Tram or retrain existing processes
Performance
Attain DCF’s | 1. Participate in, communicate & complete strategic
Vision planning action plans (SPP, Step 0)
2. Participatc in communicatc & completc annual plan &
corresponding objectives i the BPR's (SPP, Step @)
Enable |. Generate ideas from DCF’s vision, an unmet customer
[nnovation & | demand or a strategic objective (SPP, Step @)

[ntelligent Risk

Taking

2. Keep current on information from trade shows, market
analysis, NADA, 20 Group books & meetings

Figure 1.1-5 Processes for SLT to Create a Focus on Action
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Governance System

M Corporate Governance System Chart

Shareholders annual meeting

'~ Elect [ _ Elect \‘ Elect
Board of directors <ijum Board of auditors
8 directors Audit 5 auditors
. (3 of whom are outside auditors)
_ Management i
Business execution v

Management board [ g Audt

Executives Officers 27
(8 concurrently serve
as directors)

Audit

Direction - Direction
o Direction ’
Auditing office JLULL Guidance Mana?ement section
(internal audit Legal & compliance

function) department
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Figure 1.2-2 Performance Evaluation

Evaluation and
Compensation

Annual peer-assessments
and external coach
feedback. Comp package

Development

Formal onboarding
program; annual fraining
and travel budget for

all directors; speakers

reconciled to market by and consultants during
outside consultant. SPP and monthly Board
meetings.

Annual review by the Board;
comp determined

by performance to goal;
comp package reconciled
to market by outside
consultant.

Annual training and
travel budget tied

to SuccessFactors
Development Plan.

Annual SuccessFactors
review;, comp determined by
market job role match and
performance to goal.

Senior
Leaders

Annual training and
travel budget tied

to SuccessFactors
Development Plan.

Evaluation ongoing through review of aligned metrics
within the Operational Rhythm, SPP, and BHAG

R0 T ) Baldrige review process. Improvements made

R EL I continually; substantive improvement made in 2018 with
Leadership System v2.0 deployed to address increased

requirements of leaders.
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STUUTANNTAIULE L (Risk Management) Lwam'smtuums‘lmsaammu
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Figure 1.2-3 Legal and Regulatory Compliance
Concerns Anticipate & Address
In-house legal counsel

Compliance; risk assessments using a heat map
DFS and NCUA annual audits

Internal audit

SL Involvement on community boards
Community Affairs Team

Northern Colorado Advisory Board

Robust member, in-market, and social media

Scenario Planning [CAT2.7]
Benchmarking key metrics [CAT4.17]

Scenario Planning [CAT2.7]
Development and learning activities, including
industry monitoring

Key Compliance Processes, Measures, and
Goals for Addressing Risks

Monthly performs in-depth review and oversight of
audit and risk issues on behalf of the Board
Quaderly rneeung chaired by the CRO
ERM designs processes to include key controls;
Internal and external audits of key controls
An index measure combining measures of credit,
market, strategic, reputational, operational, and
technology risks
Regular consumer education to address common
literacy gaps. On-demand services are available to
our membership, such as our ‘Reality Check-up’,
which performs a review of a members' financial
goals and plans to achieve them, plus a free credit
counseling service that is paid for by Elevations.

Legal &
Regulatory

Community

Societal

Future

Audit / Risk
Committee

ROC
Key Controls

Risk Index

Education

Type Description Probability Impact Risk Reduction
e . . ] ) Pre-employment background
Driv Traveling t Ojects High Higl Ao RO
riving aveling to projects ig igh check: CDL: SAFETY
x 2 Backhoes & drill 2 3 Training/OQ; Preventive
Excavation High High 2 ISR SR
X a trucks '8 s maintenance; SAFETY
. Defective design, Trammg: NACE Certification;
Technical SRR “
: X defective installatton.  Moderate Moderate Operator Qualification: In-
Expertise Z ; .
interference Service Forms
Stormwater runoft, Training: Permittinge:
Environment  deep anode drilling, Moderate Low Er 2C &
Installation process
subcontractors
Hazardous : Traiming: Hazcom Program:
: Epoxies, solvents Low Low A s 2
Materials BRI BV o o Quantity Control; SDS

1.2-3 Societal Risks of Products/Services (with Mitigation Methods)
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Figure 1.2-2 Kev Process. Measures, & Goals for
Compliance & Addressing of Risks
Requirement Process Measure Goal
Regulatory State Licensure [IDPH Licensure Full
Legal Audits Recommendations (None
Accreditation TJC, CAP, Accreditation Full
CLIA, CMS,
ACS, IEMA,
IDPR, FDA
Physicist Survey |Annual Review [Compliance 100%
Physician % signed Compliance 100%
Contract current
Review contracts
Risk Patient Safety |(Patient Safety 7.1-21
Management Event Reporting
Falls 7.1-26
Complications 7.1-24, 25, 27
7.1-28

Hand Hygiene
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A10819VD Caterpillar Financial Service

FIGURE 1-6 CFSC carefully manages its impact on society and public concerns.

Key Practices

Measures/Targets

Requlatory

+ ECOA Equal Credit Opportunity Act
» FCRA Federal Credit Reporting Act
» FDCA Fair Debt Collection Act

+ State/County Statutes

+ In-house Legal and Tax experts

+ Due Diligence checklist

+ Legal and tax reviews incorporated into CFSC transactional
processes (1., contracts) and new process design (.., 6 Sigma)

+ Legal experts conduct training seminars at Dealer/User meetings

+ ELA (Equipment Leasing Association) and TAB (Tennessee Association
of Business) update and lobby pending legislation and FTC requlations

+ Full compliance

reviewed quarterly with
Vice president

+ Timely response to audit

comments

+ Compliance Research

> 8 hrs monthly

Legal
» Foreign Corrupt Practices Act

» Securities and Exchange Commission

+ GAAPGenerally Accepted Accounting Principl
» External Investors

» Sarbanes-Oxley

+ Caterpillar FCPA Manual

» Quarterly/Annual Press Releases & SEC Reporting (10K/10Q)

» Worldwide Code of Conduct

es Prospectus provided for Cat Money Market, Power Note investments
+ Annual certification of all Managers

» CFSC Managers certify SEC quarterly reports

+ 6 Sigma project to streamline compliance reporting

+ Full compliance with

FCPA reporting
requirements

+ SEC reports on time

and accurate

Product, Services, and Operational Risks
» Bad Debts
» Business Disruption

+ Defined authority levels

+ Industry-specific credit scoring guidelines

+ User concentration limits.

+ External &nternal auditors

+ Disaster recovery plan

+ Business Risk assessment conducted on each 6 Sigma project

+ Portfolio Health
» Performance in-line with

externally reported
estimates

« Credit losses in-line with

budgeted risks

+ Acceptable audits
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Risk Description Risk Reduction

kickbacks, ilegst ~ Onboarding;

AsGauBasInviniu diaataassu wiaassenussanavaddnslvitdaiay LL§3ﬁaa15
LWEILLWS WIaNvAIKUANNATNITTUNITRILEIN TAaNsUfiGat191divasrns
vfu Asdsgndulaung “aanluladniunsasiiinasasssulunnnsdl” (Zero

Tolerance) mswmmanmimﬂwusmssumnm msansuwuﬂmu“lutsaoumnﬂ AR
umsnmswmﬂuﬂsummnﬂ msaams“luwumu"tmmul,aﬂmnnamumsm Wiaayle

Suppliers  Kickbacks, gifts,  References'referrals,
preferential ~ Standands of Conduct,
treatment ~ Communication methods

A)UAURANRAIALLA Customers Kickbacks, Referencesreferrals;
preferentia Standards of Conduct;
Juesnistunsadugua wasilavisulviiianisfadfifadtroinsenda Taaazeay treatment, gifts  Communication methods

Avuadiauazihninaidaiau ARAAAUTNITAAMNKNARNWER LTI VAINTRILESN
AIUITELITITU Ltauamwmsaummsuﬁssuamaamtaua naaavAnsIa Uil Tnsdwy
§12AIUIBLDITN dorfluInsdwvianuasefosusnsgen Tuvie vinuagsasiviua
WAsATATALAY mnumsavmmasnﬁs:suanwuvmﬂulua AEUIUNITRAURIU
ARRU uazansIol AranIULNRI INENTaLIAU ell tRaanuilusssunamniie  REETEEEEHHTES

. Corporate Fraud, non- Standards of Conduct:
compliance, Traming; Regulatory
software licensing Reporting

Team Members  Thefl, harassment,  Employee Hiring Process;

Communication methods;

Listening

Employee Engagement
Survey; Town Hall
Meetings; Bi-annual

Performance Reviews; Open
Door Policy; Exit interview
PrOgess

Supplicr Satisfaction Survey;
Personal contact

VOC Mechanisms; Customer
Relationship Development
Process

Open Door Policy; Bi-annual
Performance Reviews: SLT
6D Review

Measures

Major
tncidents

Major
incidents

Major
Incidents

Major
incidents

FAINAIHNYNNRIINN
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FIGURE 1-7 CFSC'’s closed-loop ethics system

ETHICS STANDARDS
- Caterpillar Worldwide Code of Business Ethics
= CFSC Shared Values

ETHICS DEPLOYMENT AND REINFORCEMENT
- Ethics questions in Targeted Selection new-hire process
- New Employee orientation
- All employee training as standards are updated
- Worldwide Code web sites

- Office of Business Practices confidential hotline

l

MEASUREMENT
- Annual employee surveys
- Annual manager questionnaire and certification

!

IMPROVEMENT

- Code revised 2000
- Shared Values created in 1995, reviewed in 2002




Figure 1.2-3 Legal & Ethical Svstem (LES)

n Inputs

Events, External GSAM Ethlcal SYStem
. AHC Input Risks, Regulation Input
2D | Pra-r.:lti::es s & Laws
L i T [ 1.2b
O GSAM Regulatory, El sFPP
| » Ethical and Legal |« ~ Environmental P
a Guidelines Scan Update o
P + J’ 3
= Training 3 | -g
D 1 » Monitoring & Q0
E Document Audits g
— Associate D
~ Acknowledgement Mo -
L - Concern? Q)
Yes (- 1
Guidelines EJ._
or Training Concern =)
Modified Documented —

*
ﬁ Investigated

@ 2010 Advocate Health Care. All Rights

Lesson learned
Communicate
Improve
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Figure 1.2-4 Green Initiative Strategies
Reduce Energy Consumption Reduce Wiaste Generation
- Promote energy conservation practices - Redesign processes to reduce waste

Reuse Mmaterials
Recycle as a last resort
FPurchhase environmentally frienmndly

- Implement energy efficiency projects

- Purchhase energy efficient products

- Utili=mze LeEeED principles for mewvw
facilities supplies (ex. mercury-free)

-Use Energy Star as benchmark - Use Green Guide for Healthcare

as benchmark
Figure 1.2-5 Obesity Prevention Services
Age Appropriate Exercise Programs Ages 6 months-18
Family Fitness Time Families getting fit together
Sports Training Camps Youth 11 & older
FPersonal Training Camps Teens that need fitness & nutritional guidance
Nutrition Education Classes Cooking demos, individual counseling, weight loss programs, etc.
Community Walking Programs FProvided in partnership with AARF & Medical Fitness Assoc.
School Health Center Program School nurses teaching mportance of good nutrition & exercise
Certified Health Educator Program Health educators teaching importance of good nutrition & exercise
Athletic Trainer Program Certified trainers working with athletes
NMHS Employee Live Well Weight Watchers at Work (5.1b(1)), healthy options in hospital
Incentive Program cafeteria, Wellness Center membership discounts
Senior Adult Exercise Options 10 LifeTrails stations at a local park, AARPF Walking Challenge
Alternative Exercise Options Funding provided for disc golf courses, skate park, walking tracks
HEALTHWORKS!™ Ages S-12 nutrition & exercise education

*"HMealthWorkss! is aa collaboration betweenrn nNnmHs & thhe o,
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Figure 1.2-7 Community Support Process
The process to manage Community Support 1s described below:

1. Identify key communities of interest based on alignment with

Mission, Vision, Strategic Objectives
2. Foreach key community identify the groups to support and the

IMRF leader responsible for each group
3. Determine support that leverages IMRF's Core Competencies
4, Provide support
5. Evaluate and improve community support methods

Key

Figure 1.2-8 Support of Key Communities

Selected due to
Alignment with:

Means of

Results

Communities Support Figures
: CC2, CC4 and Reciprocal
Recyrocal Vision to provide | conferences
Pension ; : 1.2-13
Funds (L | e Mighest Secure reciprocal
quality services | data exchange
MWBE Emerging
(Minority and Sgleggfd GAs Managers and 14-T
women-owned o Brokers Program | 7.4-8
: aspirational goals
business for 20% MWBE Procurement 149
enterprises) Process
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{ Data Input

Source of Survey:
* Community Compiaint * Risk/ Evaluate Stakeholder * Community Needs
* CSR Survey Result * Law & Regulation * Society Needs
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Inputs

Planned Requests

Market Data
Who Is The Community?§] What Will We Support? Jj Impact of Support?

e Key H Annual
Listening Posts] g« |HB BDetermine B osourse | Bl Losoed Evaluation

Communities . .
. Criteria . Resources in
Revahdatgd ™ |Established i Requ_ests (Financial, Cummunity* of Impact
. Needs |dentified Meet Criteria People) Benefit and
CDmmumty During SPP P Process
Health Needs
Assessment

Unanticipated Requests

Mission Values and Philosophy (MVP)
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