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* CHEP delivers pooled pallets that are fit for use, safe,
stable under load, compliant to specification, free of
contamination and cosmetically acceptable, every

day.
* We will achieve this by continuing to invest heavily in
guality and

— Ensuring no critical defects

— Careful management of scrap

— Performance measurement and corrective action
— Customer support and training
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e Staff trained to identify critical defects —in place

* Clear definition of what constitutes a critical defect
(posters, diagrams, visual aids at the benches — see
below)

* QA organisation no longer reports into the plant
operations organisation — change completed

* Defined SOPs for identifying various sources of
contamination —in place
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* Definition
— Any pallets with contamination
— 3 broken stringers
— multiple elements (bringing this down in 2009)
* FIFO system —in place
* Re-inspection of any pallets that have been in long term storage
— |If a specific proportion are scrap we scrap the whole batch

— All scrap is re-cycled for energy generation, reclaimed elements or
fibre board.

 New Hoddesden plant generates 450kW of green energy from
scrap pallets — now running

| TESCO
& CHEP By i el

Privileged and Confidential. Prepared at the request of counsel.




!HFJ.N[IIH'JE THE WORLDS \

MEASUREMENT OF COMPLIANCE  MOST IMPORTANT PRODLCTS

/| BUeryday”

* Compliance to PQS by employee, shift, plant and network every week —
In place

* Gauge R&R —calibration of quality compliance by external QA auditors
—in place

e KPI's published throughout CHEP senior leadership team

®* Corrective action for individual employees if non compliance occurs

— Initially control and containment, root cause analysis, more training,
disciplinary action as a last resort

* Pilot bonus scheme for plant staff now linked to repair quality rather
than only productivity — Being rolled out for whole organisation from 1st July

* Perfect shift concept in place in 3 plants and expanding
— Roll out across entire network in 2009
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e Automated warehousing - CHEP offers a service to all

customers to help optimise the set up of automated
pallet handling systems

* CHEP has a team of engineers expert in equipment
handling, sensor placement and management of the
tolerance of pooled equipment

* CHEP offers training in best practice handling,
understanding of quality specification and sortation
for exchange and MR customers
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COMPONENEPARTS

9 Blocks
9 Top boards 3 Stringers
138 Ring shank nails
45 x 35 mm
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5 Base boards
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CHEP PALLETS EUEWUHV

All boards should be securely nailed.

Impact chips should be
no more than 35mm X
275mm.

Splits across the width
of a base board must not exceed —
35mm. > /

A corner chip on any
base board should be

A corner chip must no bigger than 35mm.

not extend past the

t block.
next bloc A twisted block should

be less than 10mm out
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* CHEP is investing in pallet quality

* In first instance, please contact you CHEP Key
Account Manager regarding any aspect of CHEP’s
service offer, including CHEP pallet quality
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