Exhibit 1

PBIT RANKING NOTES
Analysis/action
A. Any homogeneous group within top 10 most profitable?
1. Our #1 historically best niche?
2. Forced us into 1-stop-shop array of items, well-stocked, frequently

ordered allows for higher fill rates too.

B. Best defense a good offense. Steps to take:
1. Interview top 10, to retune total product offering
2. What are our: expected, extra and/or niche-specific services?
3. Team-sell to build multi-strand relationship rope (magic act push-back?)

C. Biggest losers — Winners (Lead — Gold)
1. What are the hidden costs with lots of small orders for them?

2. Do they think they buy and pick-up for free (too)?

3. Offer an audit to: lower your “TPC” and boost productivity
4. Retune their purchasing assumptions and “system” and sell more
5. Batting averages:

20 -30%! Yes! Buy more

50% + OK, but volume follows more slowly

20% No! So? What should we do? “It depends”

D. What to do with the other 80% of all accounts that are marginally profitable or
un-profitable?

1. Segment to sell and serve differently
a. Where are the boundary lines for A, B, C and D?
b. Rethinking your marketing, selling skills and allocation?

2. How to manage the small customer and/or order problem?



Exhibit 1 continued

II. Small order opportunity
A. “What if” stats:
1. Bottom 40% of all transactions — 5% of GM$

but, take 40% of operational cost load

2. 40% transaction — 10%; 5% of GM$ — 3% GMS$
(30% operational slack) + (2% GMS leave!)

B. Divide and conquer

1. Stop making in-house small orders
a. Splinter products and customers?
b. Don’t back-order a small order, if OK with customer
c. Same day receiving (+) 95% cycle accuracy on A’s
d. Good substitution skills (+) correct demand assignment
e. ?

2. Big customers with “good” (?) average order size?
a. “Do nothing” (?)
b. Reps constantly tune systems for “good target order size zone” (an

incentive plan)

3. Small customer, small order — re-segment, re-price and re-term
(e.g. special orders?)

4. Big offenders — visit and audit — retune and sell more
I11. The salesforce?

A. ABC Supply’s A, B, C, D customer breakdown of 1105 accounts “called on” by
13 sales reps.

Strata Sales/year # of Accounts
A 24K + 256
B 12 - 24K 187
C 3-12K 501
D 0-3K 200

How many outside sales people to cover 256 A accounts? 13?

B. See spreadsheet stats (Exhibit 1)
1. What to do with 7 “un-profitable” territories?

2. Relationship between GM% and PBIT/territory?
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