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Overview

A NEMRA Member Benefit

» Channel Marketing Group collaborated with DISC CORP, Electrical Wholesaling, NEMRA,
IMARK Group and others to gain insights from electrical distributors, manufacturers and
manufacturer representatives on the state of the electrical industry throughout the
COVID-19 crises.

» This report, our third, provides industry insights into:
April market performance
Distributor and manufacturer representative perception of customer activity and issues.

Operational initiatives that distributors, manufacturers and manufacturer representatives have
undertaken over the past month.

May and Q2 preliminary outlooks as well as considerations for longer-term initiatives.
PPP application and utilization and the impact that has on channel employment
And more

» The information is provided to share a “pulse” of the industry and insights into best
practices.

»  When the survey was launched, 32 states were beginning to open. This is much
different than our second survey, of only a few weeks ago, when 42 states were under
“shelter in place” with some restricting construction.

» Overall the survey had 472 respondents from the industry. 48% were employed by
distributors, 24% were manufacturers and 28% were manufacturer representatives.

» From our experience, with a diversified audience and through triangulating input,
similar feedback from different audiences adds confidence to the findings.
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Executive Summary

A NEMRA Member Benefit

» The Channel Marketing Group / DISC CORP third COVID-19 Electrical Distribution
Market Sentiment survey revealed a market that has stabilized.

» While sales remain down significantly, between 17-20% depending upon the audience,
this is consistent or slightly better than the mid-April survey results.

» The essence is that companies were in crisis management mode through mid-April,
made employment and cost-cutting decisions and perhaps settled into a business
rhythm as the seek to determine the “new normal” and are now operating the business.

» In most states' construction continued with industrial being variable based upon the
definition of “essential” business. This benefited distributors significantly.

» Operationally companies have adapted to going virtual. There are questions related to
office safety as well as “live” interaction with the channel and customers.

» Many report continued quotation activity, but the question is how much is funded?

» Distributors and manufacturer representatives were asked to share customer
observations. A recurring them is uncertainty for Q3 and Q4 as well as potential
employment challenges.

» While many distributors receive PPP money, a small percent plan on bringing back
furloughed staff, indicating that they downsized to ensure they can qualify for
forgiveness. If business does not rebound, additional downsizing could occur.

» Heading into May, and with states “reopening” economies and those that restricted
construction allowing projects to continue, sales improvement is feasible, however,
ecurrences of COVID-19 may derail sales growth, hence there is much uncertainty.
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A NEMRA Member Benefit

MANUFACTURER
REPRESENTATIVE
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April Performance

A NEMRA Member Benefit
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» 74% of manufacturer representatives reported a decline of more than 10% in April,
with 28% reporting a minimum of a 31% decline (8% less than mid-April, hence an
improvement). On a weighted average basis, manufacturer representatives report
that business is down 21%, 2% better than mid-month. This could be a slighting
different audience or improvement throughout the month as some distributors
reported increasing inventory as well as COVID-19 related projects.

Only 6% reported business being up. 10% of respondents reported “flat.” Both were
iImprovements vs mid-month.
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May Projection

A NEMRA Member Benefit

. » When asked about their business

forecast, respondents shared that
2 they feel the business will decline a
. little more.

- The question is phrased “are you going
up, down more or staying flat in May?”
inferring vs April. Some may have
inferred vs last year. If versus last year,

0% many are projecting 10-30% down. If

-31-40% -21-30% -10-20% -5-9% -3-5% -2t02% 3-5% 5-9% 10-20% 21%+

up versus April, either more of a decline or
flat as evidenced by 14.5% stating flat
and 10% projecting a 5-10% growth.

»  With states reopening and some that
closed construction reopening, activity
could increase, albeit there is concern
by how much. The decline in ail
market further depresses the market.

» In our mid-April survey, manufacturer
representatives projected a 26.1%
decline in Q2, so this may be
improvement.
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Regional Analysis

A NEMRA Member Benefit

» In digging deeper into manufacturer representative performance, the
following regional insights can be observed:

o East -29.97%
o Midwest -14.79%
> South -12.11%
o Southwest - 7.72%
o West Coast -28.82%

Note: This is the weighted average number of members responding to the percent
decline and may differ from revenue. Additionally, for an agency it is dependent on
their territory, the lines they carry and the product categories that they represent.
Further lighting agents may have responded to the survey and therefore would be
included. The information is designed to be directional in nature.

» COVID-19 has had greater impact on the East and West Coasts, which

also are where states have stopped construction as well as where there
are more larger projects and electrical industry revenue.
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Manufacturer Representative g2
BLISiI‘IESS InSightS A NEMRA Member Benefit

» Many ask “what will be the new

Q2 Company Actions Responses

Utilizing video conferencing 88.5% normal?" When aSked What
Scheduling virtual sales calls / technical i : .
support calls — representatives expect in Q2:
Scheduling virtual training sessions / o Virtual is expected to continue, highlighting
counter days 72.9% health concerns for both parties. This also
Increasing digital marketing 72.9% infers that manufacturer regional sales
gCt'Ve.qUOtat'o'.” activity _____ 67.7% managers will not be traveling, and most

upplier material / delivery disruptions 56.3% . . . . . .
"Curbside" pickup for warehouse orders 25.0% distribution meetings will be virtual.
Shipping more from your warehouse 21.9% - 88% expect to use virtual conferencing

82% expect virtual sales calls
73% expect virtual training sessions
- Digital marketing is gaining prominence
within representative agencies to help
agencies communicate new products and
maintain visibility within the market.

o Quotation activity is expected to remain
strong. A key to success with quotations
will be follow-up as many projects may not
be funded or may have been quoted
“early” as architect / engineers had time to
develop specs while working-from-home.
“"CRM"” may facilitate this.
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Sales Activity in April

A NEMRA Member Benefit

» 71% of manufacturer reps report
sales down / significantly down, an

. . . . Requests for terms 1l T
Improvement from 880/0 N mld-AprII' Requestsforg(j)aladjustments | I 4
»  37% of report customer service calls e orrs — e ——
equests for eCommerce content I
are down’ down from 630/0’ 1equestsforinventoryreturns || I
indicating that “phones were ringing” Emergency deliveries IS ——
the last two weeks of the month Quotations G — —
. . N . ustomer Service Calls NG
» 57% report quotation activity is flat / e o ——
up, up from 400/0- 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
» 44% report distributors inquiring for S A

extended “terms”. Manufacturers are
more accommodating project specific
and are generally denying this, even
for national chains and marketing
groups that have asked. Some
inquiries have led to manufacturers
inquiring about distributor financial
health.

» 37% report distributors seeking to
return material. This could be
standard stock clean-up based upon
ibutor warehouse time or could

ors reducing inventory. DI SC NNEL
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Projected Activity in May

A NEMRA Member Benefit

» Manufacturer representatives
expect to see increased activity in

Shipment delays . .
Requests for goal adjustments 1 [ a” revenue generat|0n areas in
Backorders i EEEesee———— May’ which is a pos|t|ve sign.
Requests for eCommerce content L .
Requests for inventory returns B I | © 320/0 eXpeCt bUS|neSS to be ﬂat or
Requests for terms L B up
Fmergency deliveries = - 74% expect quotation activity to be
Quotations IEEEE— N
Customer Service Calls  I—— EE—— flat or up
e » When asked about their optimism
0% 10% 20% 30% 40% 50% 60% 70% 80% 9S0% 100% . . . 0 .
B Down Significantly ® Down Somewhat Flat In aChIeVIng 90 /0 Of thelr

WUp Somewhat M Up Significantly projected summer, the optimism
index was only 50.4, essentially,
they don’t expect to get to 90%,
which would be at least a 10%
decline.
> 53% have less than 50%

confidence that they could achieve
90% of their summer goal
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Business Strategies

A NEMRA Member Benefit

Manufacturer Representatives were asked about actions that there company
took in April and what strategies, operationally and strategically, they are
considering in May.

April May

Company Actions Yes No Company Actions Yes No |Don't Know
Continue to conduct weekly / daily Launch strategies to increase sales | 92.1% | 6.7% 1.1%
meetings to update staff 89.9% | 10.1% Continue to conduct weekly / daily
Implemented additional meetings to update staff 89.9% | 7.9% 2.3%
compensation changes in April 27.0% | 73.0% Implement promotional marketing
Laid off / furloughed additional staff in initiatives 73.0% | 19.1% 7.9%
April 15.7% | 84.3% Implement additional compensation
Closed additional branches, offices, changes 12.4% | 64.0% 23.6%
plants 1.1% | 98.9% Rehire / reinstate laid off / furloughed

staff 10.6% | 75.3% 14.1%
Hire new people / staff for new roles | 10.2% | 83.0% 6.8%
Lay off / furlough additional staff 1.1% | 87.6% 11.2%
Close additional branches, offices,

plants 0.0% | 96.6% 3.4%

» Moving forward, Reps are focused on communicating with their staffs and
revenue generation initiatives.

» From an employment viewpoint, some expect additional compensation
changes as well as rehiring furloughed staff, possibly due to receiving PPP
money. Some expect new hires.

downsizing appears to be complete.
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It Becomes Personal

A NEMRA Member Benefit

100% » A growing number of

90% manufacturer representatives
80% know of someone who has
7o% been impacted by COVID-19.

60%
50%
40%
30%
20%

> 18% have had someone from
their company quarantined.

> 6.7% report that someone from
their company contracted the.

> 63% know someone who has
contracted the virus. This is up

10% -
0% -

From company From company Personally know from 47% preViOUSIY'
quarantined contracted COVID-19 someone contracted » With over 60% having a level
®Yes mNo = Don'tKnow of “intimacy” with COVID-19,

even though it hasn't affected
their company due to work
from home, this heightens
personal awareness for safety.
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Agency Principal Leadership

A NEMRA Member Benefit

»  While industry leadership has been rated well in our last two surveys,
these are some of the topics that management should consider
communicating, if it hasn’t already:

o Company financial health as well as PPP status

> Plan to move forward

> Plan for reopening office

> Procedures / timing for distributor and customer visits

o Insights to company short-term and long-term direction

> An attempt for “honest” conversations with manufacturers about expectations for
the next quarter or two ... look short-term vs long-term.

o If factory plants / warehouses need to close due to COVID-19 infections, what are
the back-up plans for material delivery?

o Manufacturer inventory levels of A & B items
> National / regional updates ... what hearing from other reps, best practices
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Preparing for Tomorrow

A NEMRA Member Benefit

Applied for PPP PPP Usage
Applied for PPP Responses PPP Usage Responses

Yes 80.3% Fund payroll 78.8%
Company didn't apply 4.9% Pay rent / mortgage / utilities 10.0%
Don't know if company applied Bring back staff 6.3%
/received 11.1% Hire new staff / new roles 5.0%
Company didn't apply 2.5% Hire new people to replace

Company over 500 employees 1.2% laid off staff 0.0%

80% of respondents shared that their company applied for and has received
PPP funding. Some have not heard if they were approved

11% indicated that they did not know if their company applied for or received
funding.

Overall, manufacturer representatives took the monies to fund payroll, which
is needed to support the current staff.

Few expect to bring back furloughed staff with some hiring new staff for new
roles. Either agencies decided to retain staff or “leaned” the agency and they
may or may not re-staff as business improves.
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Looking Forward

A NEMRA Member Benefit

» As agencies consider Q2 and beyond, some of their questions and
concerns include:
o QOperationally, how to handle staff that may get rehired
> Q2 / Q3 forecast
o Criteria for PPP forgiveness. How will it be certified? Wil SBA change guidelines?
- What is the future sales call to distributors? To contractors? To end-users?
- Ideas for customer entertainment in a socially distancing world
o Construction, especially project, outlook for the next 6-12 months.
o Future government stimulus initiatives that could impact the electrical industry.

o Supply chain concerns if / when there is a rebound. Can suppliers deliver
material?
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A NEMRA Member Benefit

CUSTOMER INSIGHTS
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Customer Insights

A NEMRA Member Benefit

» Over the past 6 weeks or so many distributors and manufacturers have
asked “what are customers saying?” Ideally, we’'d gather “voice of the
customer” directly from contractors and other end-users, without a direct
source we solicited input from distributors and manufacturer
representatives as they either are in regular contact with these individuals
or are “one degree of separation” and hence the next best option.

» The following pages shares input that we received from distributors and
manufacturer reps. The first set of input is what distributors are hearing /
observing, the second set is from manufacturer representatives.

» Verbatim input regarding “customer concerns” is attached in the
Appendix.

» If your organization is interested in participating in a group / industry
contractor / end-user research initiative to gain “voice of customer”, or
would be interested in gathering insights of your customers beyond “what
your salespeople are hearing / learning”, please contact Channel
Marketing Group.
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Customer Insights from
DiStI‘i bUtO I‘S A NEMRA Member Benefit

% of Respondents None | 1-25% |26-50%|51-75%| 76%+ | » Over 200 distributor respondents
Permanently closed 75.4% | 24.6% | 0.0% | 0.0% | 0.0% throughout the country shared their
Forced to close as an : i
unessential business 41.1% | 37.2% | 10.6% | 5.3% | 5.8% observations of customer aCtIVIty'
Stopped working 251% | 45.4% | 15.5% | 8.2% | 58% | » /5% shared that they have not had
Had projects cancelled 12.1% | 60.4% | 14.0% | 8.2% | 5.3% any customers close their business.
Exptress_edtQOV'D'W 5450 | 36,50 | 154 | 1119 | 10,700 Some have had customers temporarily
contamination concern 4% .0 /0 4/ .17 Ao A\ . ” . .

Laid off / furloughed staffed| 6.3% | 40.9% | 24.5% | 13.9% | 14.4% close as an "unessential b_usmess,
Maintained full staff 10.7% | 36.4% | 16.5% | 19.4% | 17.0% however, these are more likely -
Had projects delayed 1.9% | 33.7% | 25.5% | 20.2% | 18.8% commercial and industrial facilities, not

contractors.
»  39% shared that more 50%+ of their
customers have had projects delayed
Distributors where asked their perception of customer | 13.5% report 50% of customers have

optimism for the summer and end of year. On a i
scale of 1-100, distributors feel: had at least one project cancelled so

+ Customers would forecast the summer at 51 and the far.
end of year at 58 » Many have had some customers stop
« This infers uncertainty in Q2 and Q3 but improving for Working to some degree.

later in the year

» This feedback is intent driven and infers that there is
limited insight into the future.

Many customers have laid off /
furloughed staff whereas others have
retained their staff.
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Customer Concerns -

Distributors A NEMRA Member Benefit
» Feedback from distributors groups customer concerns into a few areas:
o Staffing

Having staff return to work, especially if unemployment pays the same or more.
o EXisting Business
Scheduling impact of postponed projects

Customers paying for recently completed work as well as work in process due to the
customer’s cashflow issues.

Managing / implementing new project safety regulations and any resulting costs on existing
projects

Potential supply chain concerns
o New Business
New project slowdown
For renovation work, customer comfort in allowing inside work.
Future project / work opportunities
» Unfortunately, customers insights delve into the issues of “uncertainty” given the
newness and changing aspect of the environment.

- Unemployment as a competitor may be a challenge. Much will relate to work ethic. It could

compound industry issues regarding labor shortages or there could be others who replace
furloughed staff.

> New business development is unknown until companies reopen. Many distributors report
quotation activity, however, timing and funding for these projects is unknown.

And then the wildcard is potential spikes in COVID-19 cases which can cause business
interruption.
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Customer Insights from
Re pS A NEMRA Member Benefit

» Manufacturer representatives were asked for their observations, or
perceptions, of contractors and industrial end-users in their marketplace.

Had projects delayed

Laid off / furloughed staffed

Expressed COVID-19 contamination concern
Maintained full staff

Had projects cancelled

Stopped working

Forced to close as an unessential business

Permanently closed

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100%
HNone MW1-25% 26-50% m51-75% mM76%+

» Many had projected delayed with some having projects cancelled.

» A number maintained their staffs, indicating they were working on current
projects and that the contractor applied for PPP funds.

» Some companies were forced to close.
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Customer Concerns — From

Reps A NEMRA Member Benefit

» In considering the concerns that contractors / end-users are expressing,
these include:
o Getting labor back from unemployment as they make more unemployed.
> Concern for business, especially contracts, in Q3 and Q4

- On-site project safety, especially with implementing social distancing. They expect
this will slow their productivity. They don’t know how to account for this in
project estimating.

- Being able to get material quickly when allowed back on job sites, especially for
projects that had material held at the factory.

o Shutting down a job site due to a COVID-19 infection.

o Impact on longer term MRO work as some preventative maintenance being done
now.

o Institutional work, especially universities and hospitals, impacted by revenue
shortfalls which could impact construction projects.

> Will projects that were planned be funded.
- How COVID-19 may impact building space layouts.
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Customer Conclusion

A NEMRA Member Benefit

» The goal was to triangulate input sources to gather customer insight. Given that
distributors and manufacturer representatives are regularly communicating with each
other as well as with contractors / end-users, the combined insight from almost 400
industry participants shed some light.

» In aggregate:

o Staffing is a concern, with unemployment being an “employment” competitor through the
remainder of the year.

o There are expectations of jobsite changes due to safety regulations as well as COVID-19
interruptions.

> Projects are being delayed
o Some projects that have been on the books have been cancelled

o There are expectations that there will be renovation opportunities, however, these most likely
be “quick” projects, perhaps small to mid-sized initiatives, hence opportunistic in nature.

> Q3 and Q4 projects given funding being diverted to different needs within a company as well as
the impact that COVID-19 is having on selected industries and the longer-term outlook for
those industries. Examples include hotel / motel construction, retail / restaurant construction
and renovation, hospital and office new construction, educational new construction unless
funded by issued bonds. Additionally, the decline in oil pricing may have specific impacts.
Same with OEMs that are more export-oriented.

» The end-result is that there is not clarity to support decision making nor provide a
forecast. All that everyone knows is that there is the need for idea generation,
adaptability, quick implementation and an innovative, open mentality.
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A NEMRA Member Benefit

DISTRIBUTOR INPUT
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Respondent Profile

A NEMRA Member Benefit

West Coast

0
Southwest _ b

7% ‘
South

20%

East Coast
29%

Midwest
35%

Suburbia

26%

Metropolitan
56%

Rural
18%
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29% of respondents are from the East
Coast and 35% are from the Midwest.

The Northeast, continues to be
significantly impacted with
construction stopped in many areas
and is one of the last areas to reopen.

56% of respondents are from
Metropolitan areas, where the virus is
most widespread due to population
density

73.2% of distributors sell primarily
through contractors and are
predominately construction market or
other markets served via contractors.

26.8% sell to end-users, either
industrial or institutional accounts.
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April Performance

A NEMRA Member Benefit

» 61.5% of respondents reported a
20% decline of more than 10%, with
18% 27.2% reporting a decline of over
16% 30%!

While 12.7% report nominal
impact, defined as -5 to flat.

10% 15% of respondents report up more
8% than 3%, highlighting that the

6% - market differs geographically.

4/ Overall, on a weighted average

;j basis, distributors reported a

-51%+ 4150/ 3140/ 2130/ 1020/ 59/ -3-5% 2t02/ 35/ 5-9% 1020/ 21/+ dec_“ne_ for the mont_:h of 17-650/01
which is only a 1% improvement
versus mid-month - so statistically
flat.

» The inference is that the market
has stabilized, nationally.

14%

v

12%

v

v
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Regional Performance

A NEMRA Member Benefit

» On a regional basis, the weighted average performance, was:

o East -25.2%, stable vs mid-April’'s -25.6%
> South -10.6%, “down” vs mid-April’s - 4.5%
o Southwest -13.9%, “down” vs mid-April’'s - 7.0%
o Midwest -15.4%, “down” vs mid-April's -13.3%
o West -23.5%, “down” vs mid-April’'s - 8.9%

Note: This information is based upon the number of members reporting in each geographic area.
The number of respondents per area differs. Further, these percentages are not based upon
revenue, they are based upon the number of members reporting in each area, hence the revenue
correlation could be greater or less.

» The number of members with revenue declines in the East and West
correlate with where there is greater population density as well as where
there were construction markets that were closed for the month of April.
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Changes in Geographic Performance
Survey2 vs Survey 3 Comparison

A NEMRA Member Benefit

May Survey Results

12%
31
% » The red line represents

10%

8%

. the number of responses
% cod% " and the columns are the
% percentage of total
% 3% 11 .
» 2% ) 296 %00 106 ) nationally.
0%
0%

» We are seeing a positive

$: 5 85 8 858 8 £ 8 8 8858 8 £ 88 8 8 8 turn in performance
A Y @ v o 973 I 9 000 @ F I F a0 0m 9 :
T m S T a2 g ¢ w8 £ e g S <o g results. While
2 ¢ ¢ 2 2 o 2 ¢ ¢ 2 2 o 2 ¢ ¢ 2 2 o
8 § § © > &8 § § o > 8 § § o > respondent rates are
o o o o o o .
Metropolitan Area Rural Area Suburbia down S“ghtly the OV.e ra”
sentiment is improving.
Mid April Survey Results » The expectation is that

as business open these
trends will continue to
improve.
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Metropolitan Areas Performance
Survey2 vs Survey 3 Comparison

A NEMRA Member Benefit

mid-April to May Survey Results - Metropolitan Sales

25% 24%
20%
17%

15%

10%

5%

1%
0% Down21- Down 10- FI t 2t
Down 31+% 09‘?;)24, °‘2’(;‘9, Down 5-9% Down3-5% o <9 Up35% Up59% Up10-20% Up21-30% up31%+

mTotal  14% 10% 17% 9% 7% 24% 7% 6% 6% 1% 1%

March to mid April Survey Metropolitan Sales

Copynght
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Greater than 50%
of Metropolitan
respondents were
reporting declines
of greater than
20% in April. 24%
are now reporting
similar declines.

There is good
improvement in
responses reporting
improved sales
month over month
with 21% reporting
3% or greater
growth vs 9% last
period.
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Rural Areas Performance Survey2
vs Survey 3 Comparison

A NEMRA Member Benefit

Mid April to May Survey Rural Sales

30% 28%
25% 23%
20%

15% 13%

10% 8% 8% 8% 8%

5%
) . I I I -3% I
0% D 21 D 10- Flat -2 to 2%
0 own 21- own } i at -2 to o }
Down 31+% 30% 20% Down 5-9% Down 3-5% up Up 3-5% Up 5-9% Up 10-20%
m Total 5% 13% 8% 8% 8% 28% 23% 3% 8%

March to April Survey Rural Sales

25%
25%
2%
20%
15%
o 10%
6%
5% i )
o% i
Down 41%+ Down 31-40% Down 21-30% Down 10-20% Down 5-9%
Rural Area
u 1 6% 21
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Rural areas continue
to outperform other
population centers,
declines exceeding
10% were impacting
greater than 45% of
respondents in April.
Now those strong
declines are being
reported by only 26%
of respondents

34% are now
reporting sales gains
greater than 3%,
these companies are
in areas that have
not been impacted as
much by travel and
population density.
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Suburban Performance Survey2 vs

Survey 3 Comparison A NEMRA Member Benefit
Mid April to May Survey » 31% of responding
20% Suburban
26% Distributors are
2% now reporting
19% declines of greater

20%

than 10%. A very
strong
o5 improvement from

7% our last survey
5%
5% results of 70.
- I » Flat to improves

15%

Down 31+% Dog‘fgl;l' Doggl/m Down5-9% Down3-5% 20 202% ok Ups9%  Up1020%  up31%+ sales moved to
mTota 7% 5% 19% 9% 9% 26% 7% 7% 9% 2% 51%, a marked
improvement from
18%.

Late March to Mid April Survey Sales
Analy5|s »  We see continued

20%

improvements here
as business
reopenings continue
I I to accelerate.
i . i

\\\\\\\\\

rrrrr
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May Outlook

A NEMRA Member Benefit

» Distributors were asked about their

outlook for May, comparative to 20%

April.
» Respondents expect a nominal

decline; however, this may be 20%

negated due to the increase in state
“openings”, especially states that

had restrictive construction policies. 4 |

]||||||.L

» 22% expect to see improvement
»  24.4% expect “flat”

» 16.3% could expect some
additional erosion, but this could be
based upon if their market was
“closed” at the time of the survey.

» The remainder, 35%, either feel
that there will be further decline in
their market, could have been
impacted by projects cancelling, or
could have interpreted the question
as “decline vs last May” and hence
reported -10 to -40%.

5%

Copyright

25%

15%

0%

-31-40%-21-30%-10-20% -5-9% -3-5% -2to2% 3-5% 5-9% 10-20% 21%+
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April Distributor Business
ACtiOI‘lS A NEMRA Member Benefit

»  Distributors have adapted in many ways:

> 92% are providing curbside pickup with 62% Business Activities Yes No |Don’t Know
reporting closed counters. Provided "curbside" pickup for counter orders | 91.5% | 8.5% 0.0%
Experienced supplier material disruptions 85.0% | 15.0% 0.0%

This impacts product categories dependent

upon impulse buying as well as consumables. Utilized video conferencing 76.4% | 23.6% 0.0%

Further, some customers may purchase Received orders via text 73.3% | 21.3% 5.5%

consummates at big box retailers if they Scheduled virtual sales calls / technical

forget something. support calls 65.0% | 33.5% 1.5%

Distributor gross margins may also be Slosodiconnloiare 5N 62.0% | 37.5% 0.5%

impacted as these items typically have a Increased digital marketing to customers 60.7% | 37.8% 1.5%

hig her GM% Added new customers 56.0% | 39.0% 5.0%

- 85% are experiencin lier di ti Scheduled virtual training sessions / counter

; P g subpiier cisruption, days 55.0% | 43.0% 2.0%

which could relate to suppllers who Accepted more credit card transactions 51.7% | 38.8% 9.5%

manufacturer in Mexico, Canada or the Delivered material early hours, after hours or

Caribbean. Some material is delayed at ports overnight 46.3% | 50.8% 3.0%

of entrY- Disinfected incoming orders 45.5% | 50.0% 4.5%
> Virtual usage for operations, sales or training Increased delivery routes / frequency of

has become part of standard operating deliveries 35.5% | 62.0% 2.5%

procedures with 76% using internally and Seen an increase in online orders 34.5% | 59.5% 6.0%

65% using for sales. Installed plexiglass guards in counter areas 30.9% | 67.7% 1.5%

This has the potential to significantly alter
business practices as the need for the “short
meeting” may transfer to virtual meetings.
> 73% are doing more via text and 52%
reported increased credit card usage.

o 60% are using some form of digital
marketing

- 56% have opened new customer, perhaps
due to being open, sometimes due to having
the inventory.
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Distributor Business Actions

MOV' ng FO Fwa I‘d A NEMRA Member Benefit
» Many ask “how will things Through June Activities Yes
change” for distributors. Given Accepting credit card transactions 82.7%
that_ is is a work in progress, Providing "curbside" pickup for counter
distributors are adaptingin real- orders 81.2%
time. Experiencing supplier material
» They believe that, through Q2: disruptions . 80.2%
> 83% feel credit card usage will Receiving orders via text 20
Increase. This may be a way to Scheduling virtual sales calls /
improve cashflow for themselves as technical support calls 64.9%
well as a way for customers to have Utilize video conferencing internally 61.4%
access to capital given their own Digital marketing to customers 81 4%

cashflow issues.

) ; ] Scheduling virtual customer trainin
> 81% will continue to provide J °

i (o)
curbside deliver sessions B
- 80% expect sonznle supply chain Adding new customers 48.5%
issues t rough June. Increased use of eCommerce 47.5%
o 68% will encourage text ordering Increasing delivery routes / frequency 43.6%
and interaction. Sneeze guards in counter areas 41.6%
> Counters will reopen as only 26% Disinfecting incoming orders 39.1%
feel that their counters will be Close counter areas 25.7%
closed. 42% will have sneeze
?n%?gcéségepresentlng a significant When asked about their confidence in
- 62% will use digital marketing achieving 90% of their planned summer
- Virtual sales calls will continue for forecast, distributors are pessimistic,
Sg;/oeWWh 62% continuing internal projecting optimism at only 53.6%. This is
ge. a “hint” that the outlook for Q3 isn’t too

favorable and a V recovery is doubtful.
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Sales Activity

A NEMRA Member Benefit

» Distributors were asked about various
metrics to gauge their sales activity: Activity Decline| Flat | Some | Good |Significant

> 34.7% report a decline in project ankloth ions| s | ar T 2l SO0 T
quotations with another 27% oﬁ’.i‘é orclijeorﬁ'llons 56"/0 37.8°/o 28-6°/0 56"/0 1'50/0
reporting “flat”. The positive is that 9 — T A

379 ti d tivity . th Credit card orders | 7.6% | 44.2% | 35.5% | 8.6% 1.0%
o areé reporting good activity, the 1y o cicactivity | 4.6% | 352% | 31.1% | 8.7% | 2.6%

question is "are these projects Textinteraction | 4.6% | 36.4% | 37.4% | 12.3% | 2.1%
funded?”

o 30% report a decline in their backlog
with 37.6% reporting “flat”. This can
be disconcerting for future quarter
realized sales.

> 51% report some to significant text
interaction, however, it is unknown
what percent of a distributor's
customer base is interacting with
them via text.

> 43% report increased website
activity (traffic) and 35% report an
increase in online ordering. These
results are encouraging; however,
this is for a sub-segment of

respondents and is limited to those

with eCommerce-enabled websites.
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Sales, Inventory and Collections

A NEMRA Member Benefit

» Distributors were asked about their
inventory levels, customer
receivables (DSOs) and order

activity.
S0% » 43.4% report that they have
5% decreased inventory
40% » 38.7% have seen an increase in
35% - days sales outstanding (a
30% - receivables benchmark).
25% 1 » 75.3% state that the number of
20% - orders that they receive has
% - declined significantly.
lgj N > The number of orders, rather than
o; | the dollar value of orders, impacts

distributor workload and hence

Inventory levels  Customer receivables # of orders ]
o personnel need, which could reflect
M Decreased Significantly M Decreased Somewhat .
Consistent Increased Somewhat on Stafﬂng needs pOSt PPP

Increased Significantly

o It is unknown, at this stage, how
stock vs project ordering is being
impacted. If stock ordering is
down, staffing levels could be
impacted.
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Business Strategies

A NEMRA Member Benefit

Distributors were asked about actions that there company took in April and
what strategies, operationally and strategically, they are considering in May.

April May

Company Actions Yes | No May Planned Activities es | No |Don't Know
Continue to conduct weekly / daily Continue to conduct weekly / daily
meetings to update staff 78.7%21.3% meetings to update staff 79.3%(15.2% 5.6%
Laid off / furloughed additional Launch strategies to increase sales |78.6%(15.8% 5.6%
staff in April 40.4%59.6% Implement promotional marketing
Implemented additional initiatives 68.0%25.9% 6.1%
compensation changes in April  |33.2%66.8% Hire new people / staff for new roles [19.0%|65.6%| 15.4%
Closed additional branches, Rehire / reinstate laid off /
offices, plants 4.1% [95.9% furloughed staff 18.7%|64.3%| 17.1%
Implement additional compensation
changes 15.4%|63.1%| 21.5%
Lay off / furlough additional staff 8.1% |74.1%| 17.8%
Close additional branches, offices,
plants 1.5% 191.9% 6.6%

» Moving forward, distributors are focused on communicating with their staffs and
revenue generation initiatives.

»  From an employment viewpoint, few members expect additional compensation or
making layoffs, about 20% of distributors expect to hire for new roles / hire new
people as well as rehire furloughed staff. This also means that 80% are not in the
hiring mode. Few additional layoffs are anticipated, presuming business recovers by
e end of June.
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It Remains Personal

A NEMRA Member Benefit

» COVID-19 has made its presence
“felt” within electrical

70% distributors, highlighting the need

60% for safety measures within

distributorships.

> 18% of respondents have had

someone from their company
contract the virus.

> 41% have had someone from
their company be quarantined.

This has the potential to
significantly disrupt companies

80%

50%

40%

30%

20%

10%

0%

From company From company Know personally

quarantined  contracted COVID-19contracted COVID-19 as they bring b_aCk“empIOyeeS
and could require “work from
= Yes ®mNo = DontKnow home” as a longer-term strategy

for many companies and
especially for older employees.
> 48% of respondents know
someone who has contracted
COVID-19.
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Member Leadershi P A NEMRA Member Benefit

Members were asked what they would like to see / hear from their
leadership in May / June. Verbatims are shared in the Appendix, however,
trends are:

o Clear plan for reopening offices

- Safety measures undertaking / will undertake

o Application and utilization of PPP monies

> Job security and company financial stability

- Confidence and communication of a longer-term strategy ... and what the
longer-term strategy is.

o Customer insights

o Company performance

o Sales strategy and marketing approach to take share
- Continuation of positive attitude

An interesting dynamic for many companies may be the interest in, and
continuation of, ongoing information sharing throughout the company.
For some this is “new”, for others it is part of their culture. The question
becomes, what should become the standard for “your” company?
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PP

A NEMRA Member Benefit

Applied for PPP Usage of PPP
PPP Responses PPP Usage Responses
Yes 61.3% Needed money to fund payroll|  72.4%
Company over 500 employees 18.9% Bring back furloughed staff 11.2%
Don't know if my company Pay rent / mortgage / utilities 11.2%
applied /received 13.1% Invest to hire new staff / new
Company didn't apply 4.2% roles 4.5%
Hire new people to replace
laid off staff 0.7%

» 61% of respondents who qualify applied for the funding. Most have
already received.

» Most are using it for funding payroll, which is the intent of the program,
hence it has helped to minimize downsizing.

» 11% plan to use the funds to bring back staff either indicating they did
not lay off / furlough staff or reduced staff by an amount allowed by PP.

» Based upon feedback, coupled with input from prior questions, distributors
may not bring back furloughed staff, or hire replacements, until they are
more comfortable with sales improvement. Those who did do lay-offs /
furloughs may have taken these actions with the intent to stay within PPP
iveness guidelines.
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Concerns Going Forward _
A NEMRA Member Benefit

» Distributors were encouraged to share concerns going forward. The
verbatim responses are in the Appendix and some may represent issues

to address within your company, or answers to seek.

» Areas to consider moving forward include:

o Staffing / Employee Issues / Reopening
Guidelines / best practices for safely reopening and making employees feel safe and then
managing this on an ongoing basis as well as liability for safe environments.

Rehiring furloughed staff versus them staying on unemployment
Integrating “work from home” longer-term into business model

o QOperational Issues
Customer solvency / cash flow and ability to pay
Sourcing / supply chain concerns and material availability
Jobsite delivery safety requirements
Supplier / Customer visit protocols and timing
- Revenue Generation / Business Activities
Depending upon the rate of recovery, the potential need to re-evaluate operations and
“stress test” the business.
Questions regarding marketplace sales trends / demand

Business development initiatives

New sales models
Copyright ’ I S‘
Channel Marketing Group & DISC, MARKET'NGGROUP

5/12/2020, page 41
/T N 2020 E o0 R P




A NEMRA Member Benefit

MANUFACTURER INPUT
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April Performance

A NEMRA Member Benefit

» 80% of manufacturers reported a
decline of more than 10%, with
47% reporting a decline of over
20% but only 20% down over
30%.

» Only 6.7% report nominal
impact, defined as -5 to flat.

» Overall, on a weighted average
basis, manufacturers report a
decline for the month of 20.4%,
this is 2.5 points, or about 15%
worse than mid-April’s survey.

-51%+ -41-50%-31-40%-21-30%-10-20% -5-9% -3-5% -2to2% 3-5% 5-9% 10-20% 21%+ The dlfference COUld be In the

" manufacturers that are reporting
as well as the lack of projects
from major markets.

35%

30%

25%

20%

15%

10% -

5% A

0% -
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May Projection

A NEMRA Member Benefit

»  When asked to project performance
for May, manufacturers estimate
that their business will be flat or
have a slight decline.

o 34% project their business will
be -5% to flat 20%

o 22% feel it could improve by
more than 3% vs April 15%

> 28.5% responded a 10%+

decline o

- These respondents could have 5%
interpreted the question as j I I
change vs prior year or be in a 0% .

market Where they expect 3140/ 2130/ 1020/ 59/ -3-5% 2t02/ 3-5% 5-9% 1020/ 21%+
further decline either from

COVID, stopped construction,

a decline in projects or an area

further impacted by oil prices.

25%
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Manufacturer Business Actions

A NEMRA Member Benefit

» Manufacturers have gone virtual,

_________ Company Activities Responses using video conferencing to conduct
Utilizing video conferencing 92.0% meetings sales calls and virtual
Scheduling virtual sales calls / technical support calls 76.0% . ! . . _
Offering scheduled training webinars to distributors 72.0% trammg to distributors and end
Increasing digital marketing to distributors 67.0% USETS.

Scheduling virtual training sessions / counter days 64.0% N Additiona”y, they have increased
Offering scheduled training webinars to end-users 55.0% their digital marketing to

Increasing digital marketing to end-users 53.0% . . _

Partnering with distributors on eMarketing / distributors and end-users.
eCommerce 45.0% »  While necessary today, measuring
Developing COVID-19 related marketing tools 32.0% ongoing training attendance will

help guide the frequency of these
activities (as many manufacturers
are conducting and there is a limit
to the amount of time distributors
can invest when offices reopen.)

»  With extensive usage, it is expected
this will be integrated into overall
business practices.
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Business Strategies

A NEMRA Member Benefit

Manufacturers were asked about actions that there company took in April
and what strategies, operationally and strategically, they are considering in

May.
April May
Company Actions Yes No Company Initiatives Yes | No |Don't Know
Continue to conduct weekly / daily Continue to conduct weekly / daily
meetings to update staff 91.9% 8.1% meetings to update staff 93.9%| 4.0% 2.0%
Laid off / furloughed additional Launch strategies to increase sales 82.7%|12.2% 5.1%
staff in April 37.4% 62.6% Implement promotional marketing
Implemented additional initiatives 62.6%|27.3% 10.1%
compensation changes in April 30.6% 69.4% Lay off / furlough additional staff 17.2%|62.6% 20.2%
Closed additional branches, Hire new people / staff for new roles 14.3%|72.5% 13.3%
offices, plants 5.2% 94.8% Rehire / reinstate laid off / furloughed
staff 9.4% |77.1% 13.5%
Implement additional compensation
changes 9.3% [69.1% 21.7%
Close additional branches, offices,
plants 2.0% |86.7% 11.2%

» Moving forward, manufacturers are focused on communicating with their
staffs and revenue generation initiatives.

» From an employment viewpoint, 17% expect additional personnel changes.
14% expect new hires for new roles while only 9% expect to bring back
furloughed staff. Some expect additional compensation changes to come.
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COVID Becomes Personal

A NEMRA Member Benefit

» COVID-19 is prevalent within
o the manufacturing
community, perhaps because
of more staff / operations
employees as well as the
factory environment.

- 38.4% have had someone
from their company
contract the virus.

From company From company  Know personally who has > 55.6% know someone from

quarantined contracted COVID-19  contracted COVID-19 th el rcom pa N y W h O h as
been quarantined

> 46.7% of respondents
know someone with COVID.

50%

40%

30% -

20% -

10% -

0% -

®Yes mNo Don't Know
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Member Leadership

A NEMRA Member Benefit

» As mentioned, leadership from manufacturers, according to their staffs,

has performed well. Looking forward, respondents shared that they would
like their management team to:

o

[e]

[e]

o

Remain calm, reasoned and proactive

Share an office reopening plan

Continue to communicate the state of the company

Define sales expectations moving forward, especially as it relates to customer
visits

Identify areas for growth to provide us direction
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Planning for Recovery

A NEMRA Member Benefit

Applied for PPP

PPP Funds Usage

PPP

Responses

PPP Usage

Responses

Yes

26.6%

Needed money to fund payroll

71.4%

Company didn't apply

7.5%

Invest to hire new staff / new roles

8.6%

Don't know if my company
applied /received

16.0%

Pay rent / mortgage

5.7%

Bring back furloughed staff

2.9%

Company didn't apply

10.6%

Hire new people to replace laid off staff

0.0%

Company over 500 employees

39.4%

» Most manufacturers do not qualify for PPP as they employ more than 500
employees, are affiliated with a larger company or, much of their
“manufacturing” is outsourced, hence 27% applied for PPP funding.

» 16% do not know if their company applied or received, hence this

represents a communication opportunity given the visibility of the program.

» One who received stated that they are sharing some of the funds as an
attendance bonus for production workers

» Another shared that they used it for payroll to eliminate concern for layoffs /

furloughs.

5/12/2020, page 49
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Of those who received PPP, the funds are being used to fund payrolls. Very
y.are using the funding to bring back furloughed staff.
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Looking Forward

A NEMRA Member Benefit

» Questions / concerns that manufacturers have looking forward include
(and verbatim responses are in the Appendix):

o Future project market and are “cancelled” projects cancelled indefinitely or
postponed?

o If business does not rebound “quickly”, when will companies consider additional
layoffs?

- Impact on stock and flow business as well as the counter?
> Lack of end-user / contractor input
o Distributor, end-user and specifier attitudes and timing for sales calls
- How office environments may change and the opportunities that could result
- Distributor expectations of pace of rebound
o Will "Made in America” become important to customers?
o Future of eCommerce in the customer buying decision
o What are distributor expectations of manufacturer salespeople / RSMs
» And then there were macro, unanswerable, questions related to COVID-19

impact duration, “what if” regarding COVID-19 reoccurrence, longer-term
economic impact, when can travel again and similar.
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A NEMRA Member Benefit

CONCLUSION
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Conclusion

A NEMRA Member Benefit

» As we enter the 3 month PC (post COVID-19), the market appears to be stabilizing,
enabling companies to pivot from survivability to potentially thriveability, but it will take
time.

» PPP helped companies, especially distributors and manufacturer representatives, fund
payroll. Presuming the economy recovers, companies feel they have right-sized. If there
is an economic “hiccup”, companies may reduce staff in July.

» Moving forward, manufacturers, distributors and manufacturer representatives are
seeking:
o Operational input for safety “best practices” for reopening offices
o Channel insights into how to interact and call on customers.
o Better understand the state of the market and the “customer”

» Many believe virtual communications will be integrated into daily activity to facilitate
dialogue, sales calls and training. Innovative usage of technology to communicate,
market, “sell” and streamline processes will differentiate companies and enable them to
cost-effectively scale as business improves.

» It appears the industry has stabilized and companies, while they continue to
communicate and prepare for new operational / office procedures, are identifying
strategies to capture sales. Those with strong balance sheets, have invested in
inventory, can manage receivables and can invest in outreach initiatives have an
opportunity to prosper.
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Channel Marketing Group

A NEMRA Member Benefit

» Channel Marketing Group, an IMARK Group member service provider, works with
distributors, manufacturers and manufacturer representatives in the construction and
industrial industries to assist with:

o Strategic Planning
- Marketing
o Marketing Research

» Areas we have helped companies include:
- Annual and Strategic Planning
o Customer Satisfaction
o Market Size / Share and Market Research
o Market share taking strategies
o New product launches
o Incentive & Promotional Strategies
- eCommerce initiatives and digital marketing
o Business advisory services

And more. Visit our website at www.channelmkt.com.

We work extensively in the electrical industry and have a dedicated blog with over
1200 distribution-related articles, at www.electricaltrends.com. It is free to
subscribe.
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ISC

A NEMRA Member Benefit

Since its inception, DISCCORP has been delivering reliable, relevant, and trusted
market intelligence. Whether through its robust suite of cloud-based software or
via our subscription-based reports sent directly to your inbox, DISCCORP is the
leader in forecasting the future of the electrical wholesaling industry.

DISCCORP is staffed with a complement of economists and programmers to
provide the industry’s most trusted analyses. The company provides industry sales
for national and regional market segmentation (customer type) and

NAICS industry specific forecasts. Our suite of applications is ideal for Electrical
Distributors, Electrical Manufacturers, Electrical Manufacturers’ Representatives
and Financial Market Companies.

The industry market forecasts produced by DISCCORP have been proven to be
historically accurate. Add to this that DISCCORP is the only source of granular
electrical industry market data, and the net result is that DISCCORP is more than
first-in-class, it is best-in-class.
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A NEMRA Member Benefit

APPENDIX
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