STATE OF CALIFORNIA

ETP

EMPLOYMENT
TRAINING PANEL

Training Proposal for:
Jacuzzi Brands Corp. dba Jacuzzi Group Worldwide

Agreement Number: ET09-0420
Panel Meeting of: January 23, 2008

ETP Regional Office: San Diego Analyst: R. Swier

PROJECT PROFILE

Contract Industry
Type: Priority/Retrainee Sector(s): Manufacturing
Counties Repeat
Served:  San Bernardino Contractor: X Yes []No
Union(s): [ ]Yes [X] No Priority
Industry: Xl Yes [ ]No
No. Employees in CA: 688 No. Employees 2000
Worldwide:
Turnover Rate % Manggerlo
Supervisor %
7.3% 11%
FUNDING DETAIL
Program Substantial . . I
Costs Contribution Total ETP Funding In-Kind Contribution
$411,390 $62,035 $349,355 $409,823
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TRAINING PLAN TABLE
Job | Job D - Estimated| Range of Hours |Estimated| Post-
ob bescription Type of Training No. of Cl / Cost per | Retention
No. | (by Contract Type) X ass CBT !
Trainees Lab Trainee Wage
1 | Priority/Retrainee Buiness Skills, 653 24-200 0 $535 $13.00

Computer Skills,
Management
Skills, Literacy
Skills, Continous
Improvement,
Manufacturing
Skills

Weighted Avg: 35

Minimum Wage by County: $13.00 per hour in San Bernardino County

Health Benefits: [X] Yes [ ] No
medical, dental, vision.
Used to meet the Post-Retention Wage?: [X] Yes [| No

$2.13 per hour may be used to meet the Post-Retention Wage.

This is employer share of cost for healthcare premiums —

Wage Range by Occupation

Occupation Title Wage Range

Production Workers

Mechanics/Manufacturing Technicians

Administrative Staff

Leads

Production Supervisors

Managers

Engineers

INTRODUCTION

In this proposal, Jacuzzi Brands Corp. dba Jacuzzi Group Worldwide (Jacuzzi) seeks funding
for retraining as outlined below:

Jacuzzi has three divisions consisting of:

e Spa Division: Sundance Spas, Inc.; Jacuzzi Spas International and Jacuzzi Hot
Tubs, with manufacturing plants in Chino and Tijuana, Mexico. The
Administrative offices are in Chino and Chino Hills.

e JZ Corporate Services, Inc.: Corporate and shared services offices located in
Chino and Chino Hills.

e Bath Division: Jacuzzi Bath with a whirlpool bath manufacturing plant in
Valdosta, Georgia with its administrative offices in Chino and Chino Hills.
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The proposed ETP training will include California employees from the Sundance Spas facility
located in Chino and the JZ Corporate offices located in Chino Hills. Sundance Spas began as
a small multi-product fiberglass job shop in 1979 and rapidly grew to one of the largest spa
manufactures in the world. Jacuzzi acquired Sundance Spas in 1998. In 2001, Sundance Spas
moved its manufacturing and administrative offices moved from a 90,000 square-foot space to a
new 300,000 square-foot facility, also in Chino. Sundance Spas are distributed through more
than 250 independent dealer outlets and are enjoyed by more than 100,000 owners worldwide.

The Sundance Spas facility Jacuzzi satisfies the Panel’'s standards for out-of-state competition
as a Plastics Plumbing Fixture Manufacturing Company. (Title 22, California Code of
Regulations (CCR), Section 4416(i)(2).) The JZ Corporate facility in Chino Hills satisfies out-of-
state competition requirements (Title 22, CCR, Section 4416(e)) as a corporate headquarters,
providing supply services for operations outside California.

The prior Agreements with Jacuzzi included both the Jacuzzi Bath and Sundance Spa facilities.
During the prior Agreements, Jacuzzi Bath and Sundance Spas were able to streamline the
production process and provide training in Kaizen events and Lean training to its production
employees at its two manufacturing facilities. Administrative staff learned new skills in computer
software while managers and supervisors increased knowledge in 6S, teambuilding, and
presentation skills. However, due to the downturn in the economy, the company shut down the
Jacuzzi Bath production plant in Chino in 2008 and consolidated manufacturing operations to a
plant in Valdosta, Georgia. This plant closure also created a restructuring of jobs at Sundance
Spas. Jacuzzi continues to operate the majority of Sundance Spas production and assembly
process, including all final testing and inspection at the Chino plant.

As a result of the restructuring at Sundance Spas, the majority of the employees need to be
cross-trained in other departments for the workforce to be more flexible and acquire a broader
skill-set. Production employees will learn Lean and standard work principles, with cross-training
in all areas. The cross-training will help Jacuzzi remain competitive, both short and long term.
ETP funding will provide assistance in achieving the cross-training goals.

As a continuation of the prior ETP Agreement, Jacuzzi proposes to train its employees in
manufacturing techniques, Six-Sigma, 5-S Principles, and Kaizen Events as these are core
continuous improvement initiatives. Although some of the curriculum modules are the same as
in the previous Agreement, company representatives state this will be a continuation or a more
advanced version and there will be no overlap in training.

Training for 88 JZ Corporate employees will focus on computer skills to increase the proficiency
and productivity of administrative and support staff employees as more computer hardware and
software is introduced into the work environment.

The training is scheduled to take place at Sundance Spa’s Chino facility and its corporate Chino
Hills location.

PROJECT DETAILS

Each trainee will receive between 24-200 hours of class room/laboratory training from among
the following areas:

Business Skills training will improve communication skills currently lacking in production,
management, and administrative staff. Project management training will enable administrative
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and management employees to accomplish more complex projects with a higher degree of
effectiveness.

Continuous Improvement training including cross-training, team building, team leadership
skills, and problem solving methodologies will promote team-based decision-making, team
development, and production process improvements. Six-Sigma and 5-S training will provide
lean manufacturing techniques to improve product quality and production efficiencies. This
training will be given to all employees and will enable them to make key decisions at the lowest
level of the organization, which will improve the production process and improve quality.

Computer Skills training including intermediate/advanced Windows 2000, E-Commerce, and
Windows Operating Systems training that will provide administration, production and
management employees the tools to achieve company productivity goals and to keep
employees abreast of the latest developments in office automation technologies. Sequel query
training will improve reporting from the company’s mainframe MRP systems.

Literacy Skills training will be provided to mechanics, production and manufacturing staff.
English language skills will enable employees to understand instructions and react to production
changes more effectively so that they make fewer errors, reduce scrap, and improve
productivity. Jacuzzi used a qualified in-house trainer to assess the English language skills of
company employees.

Management Skills training for managers and production supervisors will provide leadership
and coaching skills that, along with continuous improvement training, will enable managers and
production supervisors to lead their subordinate employees effectively in a high performance
workplace.

Manufacturing Skills training for production workers, engineering staff, and technicians will
include manufacturing practices, quick change over procedures, warehousing processes and
inventory control. The training will enable production workers and engineering staff to identify
better ways to perform operational changeovers and reduce scrap, understand inventory, and
warehouse management to control costs and reduce waste. Manufacturing technicians will be
provided troubleshooting skills necessary to repair and maintain new automated equipment.

Commitment to Training

Jacuzzi has a goal of standardizing training for all employees at Sundance Spas plant and JZ
Corporate and has made an on-going commitment to more structured training.

Company-funded training includes 15 to 20 hours annually in new employee orientation, safety,
job-specific skills training, basic computer training for administrative and support staff, and a
tuition reimbursement program. The annual expenditure for company-funded employee training
is approximately $150,000. However, according to company representatives, due to resource
constraints, the quantity and effectiveness of this training is limited.

Jacuzzi, representatives say they need ETP funding because the company lacks sufficient
resources to achieve long-term strategic plans. Jacuzzi represents that ETP funds will not
displace the existing financial commitment to training. Indeed, Jacuzzi anticipates that the
opportunity for enhanced training made possible by ETP funds will encourage an ongoing
financial commitment in this area.
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Jacuzzi representatives say that safety training is, and will continue to be, provided in
accordance with all pertinent requirements under state and federal law.

Substantial Contribution

Jacuzzi is a repeat contractor with payment earned in excess of $250,000 at the Sundance Spa
facility under prior projects within the past five years. (See Prior Project Table.) Accordingly,
reimbursement for trainees in Job Number 1 has been reduced by 15% to reflect the company’s
$62,035 Substantial Contribution to the cost of training. Although the JZ Corporate facility in
Chino Hills has not earned over $250,000 in prior Agreements with the last five years, it has
elected to take the 15% substantial contribution to facilitate administration of its Agreement.

RECOMMENDATION

For the reasons set forth above, staff recommends approval of this proposal.

ACTIVE PROJECTS

The following table summarizes performance by the company under an active ETP Agreement:

Agreement No. Location (City) Term A'AF\)r?]';)OL\J/r?td Estlmaéztgnziyment
. 12/18/06-
ET07-0224 Chino 12/17/08 $864,000 $442,620

Jacuzzi recently submitted a final closing invoice, currently being reviewed by ETP Fiscal Unit. Assuming all
Agreement requirements are met, the projected earnings will be $442,620. The total projected earnings represent
51% of the contract amount. According to Jacuzzi representatives, the low completion rate was due to the closure of
the production plant in Chino and the restructuring of Sundance Spas.

PRIOR PROJECTS

The following table summarizes performance by the company under an ETP Agreement that
was completed within the last five years:

Agreement No. Location (City) Term A&?}?Jr?td Payment Earned
. 11/9/04-
ET05-0181 Chino 11/8/06 $507,000 $396,318

Jacuzzi Brands, Inc earned 78% of available funds for this Agreement.

DEVELOPMENT SERVICES

N/A

ADMINISTRATIVE SERVICES

N/A

TRAINING VENDORS

To Be Determined
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Exhibit B: Menu Curriculum

Class Lab Hours
24 — 200 Trainees will receive any of the following:

BUSINESS SKILLS

Customer Service Skills
Product Knowledge
Communication Skills
Resource Management Skills
Project Management
Train-the-Trainer Skills
Conflict Management

COMPUTER SKILLS

. Intermediate/Advanced Microsoft Office:
Word
Excel
PowerPoint
Outlook
Access
Publisher
Windows Systems Support Programs for IT employees
Windows Operating System/Application Upgrade
SQL (Structured Query Language) Training for Reporting
Intranet Development
E-Commerce Applications
Web-development

CONTINUOUS IMPROVEMENT

6-S Principles

Six-Sigma

Kaizen Events

Problem Solving and Decision Making
Teamwork Development Skills

TQM — Total Quality Management
Leadership Skills for Frontline Workers
Strategic Planning

Process Improvement
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MANUFACTURING SKILLS

Standard Work/Cross-Training

Lean Manufacturing

Manufacturing Process

Warehousing Procedures

Inventory Control

Knowledge Based Management (KBM), to Improve Usage
of the Enterprise Resource Planning (ERP) System

1ISO9001:2008 Quality Standard

¢ Best Manufacturing Practices

Nanotechnology Applications to Manufacturing Processes

LITERACY SKILLS*

Vocational English as a Second Language (VESL):
e Job Specific Words and Phrases
¢ Understanding Operational Procedures
e English Writing and Communication Skills
e Completing Work Documents

*Total Literacy hours per trainee are capped at 45% of a trainee’s total job skills
training hours.

MANAGEMENT/SUPERVISORY SKILLS*

Leadership Skills

Delegation Techniques

Managing in a High Performance Workplace
Motivating/Coaching Employees

Strategic Deployment Process

*Only Managers and Supervisors will receive Management Skills training.
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