STATE OF CALIFORNIA

ETP

EMPLOYMENT
TRAILNING PANEL

Training Proposal for:

Fender Musical Instruments Corporation

Agreement Number: ET16-0145

Panel Meeting of: August 28, 2015

ETP Regional Office: San Diego

PROJECT PROFILE

Analyst: J. Davey

Contract | Retrainee Industry | Manufacturing
Attributes: | Priority Rate Sector(s): | Multimedia/Entertainment
Priority Industry: [X] Yes [] No
Counties . : Repeat
Served: Los Ang.eles, Riverside, San Contractor: X Yes []No
Bernardino
Union(s): | []Yes X No
Number of Employees in: CA: 714 U.S.: 1,088 Worldwide: 2,163
Turnover Rate: 17%
Manaqers/Supervisors: 4%
(% of total trainees)
FUNDING DETAIL
i (Substantial (High Earner _ .
Program Costs Contribution) Reduction) = Total ETP Funding
$586,800 $82,080 $0 $504,720
15%(Job No.1)

In-Kind Contribution:

100% of Total ETP Funding Required

$894,822
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Fender Musical Instruments Corporation August 28, 2015 ET16-0145
TRAINING PLAN TABLE
. Range of
. Estimated g Average Post-
Job Job Description . Hours :
Type of Training No. of Cost per | Retention
No. . Class / :
Trainees Lab CBT | Trainee Wage
1 | Retrainee Business Skills, 608 8-200 | 0-52 | *$765 $15.07
. Computer Skills, .
Priority Rate Cont. Imp., Weighted Avg:
(Corona) Literacy Skills, 50
Mfg. Skills
2 | Retrainee Business Skills, 44 8-200 | 0-52 $900 $15.07
. Computer Skills, . -
Priority Rate Cont. Imp., Weighted Avg:
Literacy Skills, 50
Mfg. Skills

*Reflects Substantial Contribution

Health Benefits: [X] Yes [ ] No
medical, dental, vision.

Used to meet the Post-Retention Wage?: [X] Yes [ No [] Maybe
Up to $4.47 per hour may be used to meet the Post-Retention Wage in Job Numbers 1 & 2.

Minimum Wage by County: Job Number 1: $15.07 per hour for Riverside County
Job Number 2: $15.97 per hour for Los Angeles County; $15.07 per hour San Bernardino County
This is employer share of cost for healthcare premiums —

Wage Range by Occupation

Occupation Titles Wage Range Estlma}ted fof
Trainees
Job Number 1 - Corona
Administrative Staff 1
Distribution Staff 26
Distribution Staff Il 1
Engineer 14
Manager/Supervisor 12
Manager/Supervisor Il 15
Marketing/Sales Staff 37
Production Staff 470
Production Staff Il 23
Production Staff Il 3
Research & Development Staff 5
Research & Development Staff || 1
Job Number 2 — Los Angeles/San Bernardino

Administrative Staff 2
Distribution Staff 28
Marketing/Sales Staff 12
Manager/Supervisor 2
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Fender Musical Instruments Corporation August 28, 2015 ET16-0145

INTRODUCTION

Fender Musical Instruments Corporation (FMIC), headquartered in Scottsdale, Arizona, was
founded in 1946. At its Corona facility, FMIC manufactures fretted instruments such as acoustic
and electric guitars and basses, guitar amplifiers, and percussion products. It also distributes
other musical instruments and accessories. FMIC’'s customers are music retailers, mass
merchants, online, catalog retailers and third party distributors. FMIC’s worldwide end consumers
include professional and amateur musicians and musical instrument collectors.

FMIC also has a distribution facility in Ontario and a showroom and marketing facility in Burbank.

All three facilities will participate in training. FMIC is eligible for standard retraining under the out-
of-state competition provisions for industrially-classified manufacturers.

PROJECT DETAILS

In the competitive musical instrument marketplace, the trend in creating more customized and
refined instruments that create an aspirational desire for consumers to upgrade and purchase new
products continues to be the best strategy for maintaining FMIC’s tradition for making high-quality
products. Since the Company introduced its line of handcrafted production guitars, these new,
more exclusive products have resulted in additional revenue streams for the Company.

In order to maintain its success, FMIC must complete the change in production processes it began
with its last ETP project. Instead of producing larger runs of its standard product lines, it must now
continue producing its higher quality instruments in shorter runs as demand dictates. A key focus
for the Company has been to increase its introduction of diverse new products on a timely basis.

Employees must learn new processes, new equipment and technologies. ETP training funds will
support this effort.

In addition, FMIC is in the process of installing at least eight new machines that will improve
production: wood milling machines, sanding, buffing/polishing machines, final assembly equipment
and sub-assembly electronics equipment. Some of the equipment was installed earlier this year
but most will be installed over the next year (early 2016). The total cost of the new equipment is
estimated at over $850K.

The Company also re-structured its marketing department and is focused on eCommerce, an
online digital presence and new marketing techniques. A future Los Angeles office is expected to
open in early 2016 that will support the new marketing plan.

Prior Project

This will be the Company’s second within the last 5 years. The previous ETP project focused
training on the “back end” of its production process: final assembly, finishing and the amplifier unit.
For this project, the Company plans to continue to build more work cells (groups of production
workers) and focus on the “wood milling-to-mid-point” in the process, reduce waste and create a
streamlined efficient flow. The long-term plan is to connect these work cells into a continuous,
efficient supply chain. Training in Manufacturing Skills will focus in these areas to complete the
training begun in the first project.

Training Plan
Business Skills (12%) - Training will be offered to all occupations. Training will include

eCommerce, Effective Leadership, Project Management, Purchasing/Procurement and Sales.
Training will support process and production improvements, and increase new product line sales.
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Fender Musical Instruments Corporation August 28, 2015 ET16-0145

Computer Skills (18%) - Training will be offered to Engineers, Manager/Supervisors,
Administrative, Distribution, Marketing/Sales and Production Staff. Training will focus on job-
specific training in Adobe lllustrator, Demandware, Google Analytics, Tableaux, digital post-
production, eCommerce, Excel, digital film editing and other software and system applications.

Continuous Improvement (49%) - Training will be offered to Manager/Supervisors, Engineers
Administrative, Distribution, Marketing/Sales and Production Staff. Training will focus on
improving production processes through Introduction to Lean, Process Improvement, Problem
Solving, Six Sigma and other related skills.

Literacy Skills (3%): Training will be offered to Production Staff in Vocational English on-the-job
so workers may benefit from the skills training provided.

Manufacturing Skills (18%): Training will be offered to Manager/Supervisors, Administrative,
Distribution and Production Staff. Training will include CNC equipment, guitar inspection,
machine/equipment operation, cross-functional production, guitar repair as well as other related
production skills. Training will focus on shorter production runs on a greater variety of customized,
high-quality products.

To support Class/Lab training, FMIC will also provide up to 52 hours of Computer-Based Training
in Business, Manufacturing and Computer Skills. CBT will allow trainees to train at their own pace
and will not exceed 50% of total training hours per trainee.

Substantial Contribution

FMIC is a repeat contractor with payment earned in excess of $250,000 within the last 5 years at
the Corona facility, one of 3 facilities where training will take place in this Agreement. (See Prior
Project Table.) Accordingly, reimbursement for trainees at FMIC’s Corona facility (Job Number 1)
will be reduced by 15% to reflect the Company’s $82,080 Substantial Contribution to the cost of
training.

Commitment to Training

FMIC reports that it spends $430,000 on training annually at its California facilities. The Company
provides the following training: company orientation, safety training based on position/department
or equipment used, job specific training, leadership training focused on performance management,
California labor laws and regulations and anti-harassment training for supervisor level and above.

FMIC represents that ETP funds will not displace the existing financial commitment to training and
that safety training is, and will continue to be, provided in accordance with all pertinent
requirements under state and federal law.

» Training Infrastructure
FMIC has the full support of management to conduct the proposed training. The Company has
dedicated administrative staff at each location who will administer the project, as well as

assistance from an administrative subcontractor, The IM Group.

RECOMMENDATION

Staff recommends approval of this proposal.
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Fender Musical Instruments Corporation August 28, 2015 ET16-0145
PRIOR PROJECTS

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

Agreement No. Location (City) Term Agr%r(;)&/ﬁtd Paygent E;; ize
ET13-0358 Corona 55’3%}35‘ $587,520 $419,315 (71%)

To date, ETP’s online tracking system shows FMIC completed 23,561 eligible training hours for $424,098
(72%) in eligible earnings if all requirements are met. FMIC submitted the final (closeout) invoice on
6/23/15, which was processed on 7/27/15. Final totals show that 272 trainees completed all retention
requirements.

DEVELOPMENT SERVICES

The IM Group in Fairfield, CT assisted with development of this proposal at no cost.

ADMINISTRATIVE SERVICES

The IM Group in West Hollywood will perform administrative services in connection with this
proposal for a fee not to exceed 13% of payment earned.

TRAINING VENDORS

To Be Determined
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Fender Musical Instruments Corporation ET16-0145

Exhibit B: Menu Curriculum

Class/Lab Hours
8-200 Trainees may receive any of the following:

BUSINESS SKILLS

¢ Adwords Based Marketing
Audience Development
Conversion Implementation & Tracking
Corporate Financial Understanding & Analysis
Creative Development
Crucial Conversations
Digital Education & Instructional Design
Effective Leadership
Executing Strategy at the Frontline
Google Certification
Project Management
Purchasing & Procurement Essentials
Resolving Workplace Conflict
Search Engine Optimization for eCommerce (marketing)
Social Media Production & Measurement
Supervisory Skills

COMPUTER SKILLS

e Adobe lllustrator
Audio Visual Production & Editing
Business Warehouse Inventory System
Demandware
Google Analytics
Human Resources Information System
Mastercom Software
Microsoft Excel — Intermediate
Motion Graphics
Quality Management System
Systems, Applications & Products
Tableau Software
Total Preventative Maintenance System UX/UI Design

CONTINUOUS IMPROVEMENT
e Introduction to Lean
e Problem Solving
e Process Improvement
e Six Sigma

MANUFACTURING SKILLS
e CNC
e Guitar Inspection Certification
e Production Machinery
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Fender Musical Instruments Corporation ET16-0145

e Cross-Functional Process
e Training Within Industry
e Guitar Repairs

Safety Training is capped at 10% of a trainee’s total training hours

LITERACY SKILLS
e Vocational English as a Second Language

Must be job related and hours are capped at 45% of a trainee’s total training hours

CBT Hours
0-52
BUSINESS SKILLS
¢ Adwords Based Marketing (4 hrs)
Audience Development (2 hrs)
Conversion Implementation & Tracking (4 hrs)
Creative Development (2 hrs)
Digital Education & Instructional Design (2 hrs)
Search Engine Optimization for eCommerce (4 hrs)
Social Media Production & Measurement (2 hrs)

COMPUTER SKILLS
e Adobe lllustrator (4 hrs)
Audio Visual Production & Editing (2 hrs)
Demandware (6 hrs)
Google Analytics (4 hrs)
Microsoft Excel — Intermediate (0.5 hrs)
Motion Graphics (1 hr)
Tableau Software (4 hrs)
UX/UI Design (6 hrs)

MANUFACTURING SKILLS
e Guitar Inspection Certification (2 hrs)
e Guitar Repairs (2 hrs)

Note: Reimbursement for retraining is capped at 200 total training hours per trainee, regardless
of the method of delivery. CBT is capped at 50% of total training hours, per trainee.
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